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WELFARE: REFORM OR REPLACEMENT? (WORK
AND WELFARE)

MONDAY, FEBRUARY. 23, 1987 -

U.S. SENATE,
COMMITTEE ON FINANCE,

SUBCOMMITTEE ON SOCIAL SECURITY AND_FAMILY PoLicy,
Washington, DC.

The subcommittee met, pursuant to recess, at 9:35 a.m. in room
SD-215, Dirksen Senate Office Building, the Honorable Daniel Pat-

- rick Moynihan (chairman) presiding.
Present: Senators Moynihan, Bradley, Rockefeller, and Danforth.
Also present: Senators Kennedy, Adams, and Evans.
[The press release announcing the hearing, the prepared state-
ment of Senator Moynihan and staff data and materials prepared

by the Committee on Finance follow:]
[Press Release No. H-16]

SuBCOMMITTEE ON SocCIAL SECURITY AND FAMILY PoLicy ANNOUNCES THREE FURTHER
HEARINGS ON “WELFARE: REFORM OR REPLACEMENT?"’

WasHINGTON, DC.—Senator Daniel Patrick Moynihan (D., N.Y.), Chairman, an-
nounced today that the Subcommittee on Social Security and Family Policy of the
Senate Finance Committee will continue with its series of five hearings on “Wel-
fare: Reform or Replacement?” The three upcoming hearings will focus on the fol-
lowing aspects of the welfare system: February 20—Child Support Enforcement;
February 28—Work and Welfare; and March 2—Short-term vs. Long-term Depend-
ency.

Senator Moynihan stated that the Subcommittee expects to receive testimony at
these hearings from expert witnesses as well as from individuals and groups with an
interest in the welfare of children and families.

The Chairman said he anticipates that the witnesses will address such issues as:
the basic principles that should guide legislative action on behalf of dependent chil-
dren and their families; how parental responsibility for the care of children can be
better enforced; how poor parents can be helped to increase their incomes through
work; how government policy can effectively distinguished between households
likely to be dependent for short and long periods of time; what role various levels of
government ought to play; and how programmatic recommendations can be imple-
mented in a period of fiscal restraint.

These hearings will begin at 9:30 A.M. on the dates shown above, in Room SD-215

Dirksen Senate Office Building.
)



‘MAKING WELFARE WORK

Statement by
Senator Daniel Patrick Moynihan

Chairman

Senate Comm{ttee on Finance
Subcommittee on Social Security and Family Policy
Hearing IV: *"Welfare: Reform or Replacement?”
Dirksen Senate Office Building
Monday, February 23, 1987




It is no secret that the surest way out of poverty is to

find and keep a good job. We in the Congress know it. The

Administration knows it. State and local officials know it.

Just the other day, Governor Bili Clinton, Cheirman of the

National Governors Association, put it very well:

What we want to do is turn what is now primarily a
payments system with a minor work component into a system
that is first and foremost a jobs program, supported by an
income assistance component. Our proposal focuses on
education, training and employment for the families now
dependent on the welfare system, along with a decent
living standard with which these families can support
their children while they strive for self-sufficiency.

The first thing we should do is help poor parents who are

not now employed to find jobs. In doing so, we must remain

the poverty line for a mother and one

$8,738. 1If a

mindful that, in 1986,
child was $7,370, for a mother with two children,
mother worked full-time, year round at the minimum wage of $3.35

per hour, she'd earn only $6,968. The Joint Economic Committee

reports that 58% of net new employment created between 1979 and

1984 paid annual wages of less than $7,000.

To address this situation, we ought to do two additional
things: We must help single mothers obtain child support
payments due them from absent fathers and, if these child
support>payments plus earned income still prove inadequate in

meeting the needs of dependent children, we must supplement the

family's income.

Recurring Themes
In our hearings to date, three themes recur: First, the




single-parent families, the absent parents -- fathers 90% of the
time ~-- must contribute toward their children's support,

Second, there is agreement that whether children live with

both parents, or just one, able-bodied parents have a

responsibility to support their children by working. Toward

this end, we ought to remove the barriers to employment for

low-income parents. A poor single mother cannot work if she

cannot afford child care or if she 1loses health care for her

family when she accepts a job. A poor father is unlikely to

work longer hours if he loses income and health care for his
family when he works one hour over 100 in a month.

We also need to provide state governments with stable,
sufficient resources and the flexibility to design and implement

programs that will help low-income parents enter the labor

force. Many states have already launched promising new

programs., State officials tell us they know what needs to be

done and they are looking to the federal government for some

help in getting on with the task.
Third, if a household's income -- from parental child

support payments and earnings -- still proves inadequate, we
Such assistance

must provide supplemental income to the family.

could come in the form of a time-limited child-support

supplement or through an earnings subsidy. For example, the

present Earned Income Tax Credit (EITC) could be adjusted by
household size. A second possibility is to provide a targeted
wage subsidy to low-income earners. In either case, the

additional income comes through work, not welfare.



Work and Welfare
When the original Aid to Dependent Children (ADC) program

was created as Title IV of the Social Security Act in 1935,

married women did not work outside of the home. They kept house

and looked after the children while their husbands earned the

(.
family income. The ADC program provided income assistance to

widowed mothers so they could continue to stay home and raise

their children.

Times have changed. Women with children have entered the

labor force in record numbers. In 1986, 72% of mothers with

children aged 6 through 17 were in the labor force, up from 55%

in 1975. 1In 1986, 54% of mothers with children under the age of

6 were in the labor force, up from 39% in 1975. Although most

of these mothers do not work full-time, year round, the

————

essential point is that a majority of all mothers, whether
[

single or married, work at least part time. 1In 1985, only

one-third of mothers did not work at all.

It is now the normal experience of mothers to work, at

least part time. This accounts for the expectation and the

desire that-~AFDC mothers should do likewise. But for a long
while, we could not agree on how to get AFDC mothers into the

labor force: One faction pushed "workfare" requirements that

were largely punitive. Others sought massive public employment

programs. Our recent experience with this approach, the
Comprehensive Employment Training Act, proved very expensive
and, for the most part, provided employment to very few

long~term AFDC recipients. The impasse seemed insurmountable.



The Emerging Consensus
in the last ten years, liberals and conservatives

Yet,
have found common ground on the issue of work and welfare.

Simply put, poor adults who are able should be helped to work.
Conservatives have persuaded libeials that there is
nothing wrong with obligating able-bodied adults to work.

Liberals have persuaded conservatives that most adults want to

work and need some help to do so. The result is a new

welfare-to-work program that vigorously encourages or requires
poor adults to participate and that provides these adults with
skills training, help in finding jobs, and supportive services
such as child care.

This meeting of the minds coincided with a period of

cooperative federalism. In 1981, the federal government gave

states the flexibility té test new work programs under Work
Incentive (WIN) demonstration project authority and the results
are encouraging. On the whole, welfare fecipients participating
in these pilot programs have made modest but measurable gains in

finding jobs, increasing their income, and shortening their stay

on the welfare rolls.

JEDJ and WORC
Still, it is important to recognize that there are no

magic bullets. Work requirements and work-training programs

cannot, by themselves, solve the problem of poverty. This does

not mean that such requirements and programs should be

abandoned. On the contrarﬁ. every effort should be made to help
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poor parents find work. It is better for everyone involved, not

least of all the children, that we keep trying.

Toyard this end, I have joined a number of my colleagues
in cosponsoring Senator Kennedy's Jobs for Employable Dependent
Individuals Act (JED1I). This bill would reward states for

successfully finding jobs for long-term AFDC recipients.

In addition, I will soon reintroduce, with my friend in

the House, Representative Sander Levin, legislation entitled the

Work Opportunities and Retraining Compact (WORC). The WORC bill

would require states to establish work, training, and education

programs for AFDC recipients. The purposé of the bill is

plain: to help low-income parents move successfully from

welfare rolls to payrolls,

WORC's requirements cut both ways. Certain able-bodied

recipients would be obligated to participate in the program. In
turn, states would be required to provide work, training and
education programs of their own design, along with necessary
support services, such as child-care and transportation.

‘ The federal government would match the states' work and
training expenses at the rate of 70% on‘anhopen-ended basis.
This should provide states wi;h the stable funding source they

need, as well as allow them the flexibility they desire in

structuring programs to respond to local circumstances.

Work and Child Support
Major elements of the WORC bill will mesh neatly with the

new child support program vae been talking about.



In single-parent families, the absent fathers would be

required to share a portion of their incomes with their
children. .More uniform and equitable standards of child
support., together with mandatory'and automatic wage-withholding
should help to increase child support collections and send a
clear message to pen:  If vou father a ghild, you will be
responsible fof helping tn support that child until he or she
reaches age 18,

Custodial parents, usually mothers, would be expected to
work, at least part time, to help support their children. The

WORC bill, or something akin to it, would provide the resources

]
and general framework states need to help these~llow-income

mothers train for, find, and keep jobs. -

Improving child support enforcement efforts will raise the
income available to children without increasing welfare
payments, Helping poor unemployed parents~to take jobs and
supplementing low wages -- by adjusting the EITC for household
size or by providing a wage subsidy -- will increase family
income by rewarding work, rather than by providing welfare.

There is widespread agreement that'these are worthwhile
objectives. There is also strong bipartisén consensus that
investing in basic educational and work-training skills now will
produce a long-~term payoff in reduced dependence on welfare,
greater labor force productivity, and increased tax revenues.

In this 100th Congress, we have a rare opportunity to
act. Let us seize the moment; we have neither time nor children

to waste.
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A. EMPLOYMENT AND TRAINING PROGRAMS

FOR AFDC RECIPIENTS

Introduction

Providing employment, education and training services
for reciplients of Aid to Families with Dependent Children (AFDC)
has long been a major concern of the Committee on Pinance. 1In
1956 the Committee approved amendments to the Social Security Act
that authorized Federal matching for these kinds of activities.
In 1967 the Committee developed amendments that :stablished the
basic structure of the Work Incentive (WIN) procram. Amendments
to strengthen the WIN program were initiated by the Committee in
1971. Also in 1971, the Committee initiated legislation to
provide a tax credit for employers who hired WIN participants,

In 1981, when the Administration proposed the community
work experience program (CWEP), popularly known as "workfare",
the Committee approved that proposal and also initiated
legislation to create two alternative programs: WIN
demonstrations and work supplementation. Thus, the structure
that is now in place to assist AFDC applicants and recipients in
preparing for and finding employment has been very largely the
work of this Committee.

Not all of the work and training proposals that have
been developed by the Committee have been enacted into law.
particular, the Committee approved a major restructuring of
welfare programs in 1972 that would have placed all adult welfare
recipients (excluding mothers with children under age 6 and some
other individuals) in a work and training program that emphasized
job placement and training for those relatively "job ready"”, and
a job guarantee program for those who could not be placed in
unsubsidized employment. Persons in these programs would not

have been eligible for welfare payments.

Currently, the Social Security Act gives States broad
latitude in operating work and training programs for welfare
recipients. The statute requires that the WIN program be
operated in all States, but it allows Sta'es to choose to operate
a WIN demonstration program as an alternative to the regular WIN
program, The major difference between WIN and WIN demonstration
programs lies in who has responsibility for operating the
program, The regular WIN program is administered jointly by the
Department of Labor and the Department of Health and Human
Services at the Federal level, and jointly by welfare agencies
and employment services at the State level. WIN demonstration
programs, on the other hand, are under the Department of Health
and Human Services at the Federal level, and the welfare agency
at the State level. An additional important difference between
WIN and WIN demonstration programs is that, under the latter,
States are completely free to design their own programs.

In
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The other programs that States may elect to operate--
CWEP, work supplementation and welfare agency job search--are all
under the direction of the State welfare agency. Thus, current
law gives the State welfare agencies the opportunity to take over
full responsibility for their work and training programs, and to
offer a wide variety of activities of their own choosing.

Perhaps the major concern of many States at this time is
not any limitation on their authority, but on their funding.
Certain program activities (CWEP, work supplementation and job
search) are generally eligible to receive 50 percent Federal
funding on an open-ended entitlement basis as part of the State's
AFDC administrative expenses. However, none of the S50 percent
matching money may be used for institutional-type education and
training activities. States that wish to provide these kinds of
activities must use WIN funds, but funding for WIN has recentlg
been cut back severely. (Institutional training may be available
to AFDC recipients under the Job Training Partnership Act, but
this program is operated under the aegis of the Department of
Labor and, at the State level, by an administrative structure

separate from the welfare agency.)

The employment and training activities that are
currently authorized under title IV (the APDC title) of the
Social Security Act are described in more detail below:*

Work Incentive Program

When the Finance Committee approved legislation to
create the WIN program, it anticipated that the program would
serve very large numbers of AFDC recipients. The Committee
commented in its report that ".,.. it is anticipated that
virtually all individuals who are referred to the Secretary of
Labor by the welfare agencies will participate in the program."
The Committee's expectations were never realized, because
appropriations for the program remained very much smaller than

was originally estimated.

* See Tables 1, 2 and 3 for information on State participation
in the work and training programs authorized under title IV,
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From 1968 until recently, however, the WIN program has
served as the major program prov¥dlnq welfare recipients with
employment-related services. The WIN legislation authorizes a
very broad range of activities, including job placement,
intensive job search services, on-the-job training, institutional
and work experience training, and public service employment.
Supportive services, including child care and transportation
services, counseling and others, are also authorized under the

legislation.

The legislation that authorizes WIN also provides the
only Federal work requirement applicable to AFDC applicants and
recipients., All applicants and recipients must register for and
participate in WIN activities to which they are assigned except:
(1) a child under age 16 or a full-time student; (2) persons
who are ill, incapacitated or of advanced age; (3) a person
remote from a WIN site; (4) a person needed in the home to care
for another member of the household who i{s i1l or incapacitated;
(5) the parent or relative of a child under age 6 who is
providing care for the child except for brief and infrequent
absences; (6) a person working at least 30 hours a week; (7) a
pregnant woman; and (8) a parent if the other parent is required

to register.

The law prescribes penalties for persons who refuse to
participate in WIN without good cause. In the case of a single-
parent family, the penalty is loss of benefits payable on behalf
of the individual who refuses to comply. In this case,
protective payments must be made on behalf of the other family
members. If the principal earner in a two-parent family eligible
on the basis of the parent's unemployment refuses to comply, the
penalty is loss of benefits to the entire family. The period for
loss of benefits is three months for the first refusal to comply
and six months for the second and any subsequent refusals.

The WIN statute establishes priorities that States are
supposed to follow in assigning individuals to WIN activities:
(1) unemployed fathers, (2) mothers who volunteer for
participation, (3) other mothers, and pregnant women under age
19, (4) dependent children and relatives age 16 or over who are
not in school, working or in training, and (5) all other

persons.

WIN is administered jointly at the Federal level by the
Department of Labor and the Department of Health and Human
Services, At the State and local level, it is administered
jointly by the welfare (or social services) agency and the

employment service.

The welfare and employment agency personnel who
administer the program are required to be co-located to the
extent possible. Together, they are requized to conduct an
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appraisal interview with each WIN registrant, and to develop an
employability plan that includes both an employment component and
a supportive services component. There must be a certification
that the individual has been (or will be) provided with any
necessary supportive services, including day care, before the
individual can be certified for placement in a WIN component.

The Federal Government pays-90 percent matching for the
costs of the WIN program, States must pay 10 percent of the
costs, either in cash or in kind.

Half of WIN funds are allocated to the States on the
basis of the number of WIN registrants in the State; the other
half are allocated by the Secretary of Labor as ha determines
will best meet the purposes of the prougram.

Appropriations for the WIN program have always been
below the levels estimated when the legislation was passed, and
recently the program has experienced severe ruts. Appropriations
for WIN since fiscal year 1980 have been as follows: 1980 - $365
million, 1981 - $365 million, 1982 -~ $281 million, 1983 - $271
million, 1984 - $267 million, 1985 - $264 million, 1986 - $211
million, and 1987 - $103 million. The appropriation for 1987 has
been designated for use in the first nine months of the fiscal
year. Table 4 shows WIN State allocations for fiscal years 1986

and 1987,
Enactment of the Community Work Experience Program (CWEP)

The Reagan Administration proposed legislation to create
the Community Work Experience Program (CWEP) as part of its 1981
budget proposals. The Committee on Finance approved the CWEP
proposal, with one major change. The Committee decided to make
CWEP an optional, rather than a mandatory, program for the
States. CWEP, as approved by the Committee, became law in 1981,

The concept behind the CWEP program is that recipients
should be required to work in exchange for their welfare
benefits. The program was widely described at the time of, .
enactment as an expansion to the Federal level of a demonstration
program undertaken as part of California's welfare reform program
when Ronald Reagan was Governor of that State. Actually, it
differed only in detail from the community work and training
programs that States were authorized to operate under the AFDC

law during much of the 1960s.

The stated purpose of the State CWEP programs is "to
provide experience and training for individuals not otherwise
able to obtain employment in order to assist them to move into
regular employment."” The statute limits programs to those which
serve a useful public purpose in fields such as health, social
services, environmental protection, education, urban and rural
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development, welfare, recreation, public facilities, public
safety, and day care. The law also states that, to the extent
possible, the prior training, experience and skills of a
recipient are to be used in making work experience assignments.

The legislation requires State welfare agencies to
provide certain protections: (1) appropriate health and safety
standards; (2) that the program does not result in displacement
of persons currently employed, or the filling of established
unfilled vacancies; (3) reasonable conditions of work, taking
into account the geographic region, residence and proficiency of
the participant; (4) that participants will not be reguired to
travel an unreasonable distance from their homes; (5) a .
limitation cn the hours of work required which is consistent with
the greater of the Federal or applicable State minimum wage in
relation to the family's AFDC benefit; and (6) payment for
transportation and other costs, not in excess of an amount
established by the Secretary, which are reasonably necessary and

- directly related to an individual's participation in the program.

The Finance Committee noted in its report: "Because
participants would not be required to work in excess of the
number of hours which, when multiplied by the greater of the
Pederal or the applicable State minimum vage, equals the sum of
the amount of aid payable to the family, individuals
participating in these programs would have time to seek regular
employment,” The Committee further emphasized placement in
regular employment by adding language which had not been included
in the Administration's proposal, requiring the chief executive
officer (Governor) of each State to provide coordination between
CWEP and the WIN program "to insure that iob placement will have
priority over participation in the community work experience

program."

The 1981 law provides that all persons required to
register under WIN may be required to participate in a community
work experience program unless they are currently employed for 80
or more hours a month with earnings not less than the applicable
minimum wage for such employment. In addition, mothers caring
for a child under 6 but not under 3 may, at the discretion of the
State agency, be required to participate in CWEP if child care is
available. (Mothers caring for a child under 6 are not required

-to register for WIN.,) Persons who are so remote from a WIN
project that their participation in that program is precluded may
also be required to participate in CWEP.

The CWEP sanctions are the same as those under the WIN
program. If an individual who is required to participate refuses
to do so without good,cause, he is removed from the grant and the
family's benefit is‘réduced. However, in the case of a two-
parent family which is eligible on the basis of the unemployment
of the principal earner, the entire family is removed from the
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AFDC rolls, In the case of a first refusal, the sanction period
is three months., In the case of second or subsequent refusals,

the sanction period is six months.

State expenditures for administering CWEP are matchable
at the 50 percent rate that applies to AFDC administrative costs
generally. However, matchable expenditures may not include the
cost of making or acquiring materials or equipment, or the cost
of supervision of work. Participants in a CWEP program may not
be required to use their assistance or their income or resources
to pay for necessary participation costs, such as day care or
transportation. If a State is unable to provide necessary
services directly to a participant or through a third part¥, the
State must provide reimbursement for necessary transportation and
day care costs that are incurred by the recipient and directly
related to participation (within limitations).

Finance Committee Approval of Alternative Programs

The Congress went considerably beyond the
Administration's 1981 request for new work program legislation by
approving additional alternative employment programs for AFDC
recipients. As part of its package of 1981 Reconciliation Act
proposals, the Finance Committee included not only the optional
CWEP program but, in addition, a proposal for a WIN demonstration
program, and for a program aimed at making "employment a more
attractive alternative to welfare dependency," which the
Committee called "work supplementation". These two additional
alternatives were supported by the Administration, and were also
approved by the House as part of the Gramm-Latta substitute.

The Finance Committee, in language written for the
report on the new alternative programs, emphasized the statutory
objective of the APDC program of helping "parents or relatives to
attain or retain capability for the maximum self-support and
personal independence consistent with the maintenance of
continuing parental care and protection." "This objective™, the
Committee stated, "reflects the consensus of American society
that dependency on welfare is an undesirable situation both from
the point of view of society and from the point of view of the
individual recipient. In some cases, certainly, {t may be an
unavoidable situation; and the existence of the welfare program
reflects that reality. But even in such cases, the goal should
be to minimize insofar as possible the extent and duration of

dependency."

While urging adoption of the new alternative programs,
the Committee also expressed its support of the existing WIN
program:

The WIN. program, as substantially revised in

1971 and in 1980 by amendments proposed by this
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Committee, remains the only part of the Federal
APDC statute which is aimed specifically at the
goal of achieving independence from welfare through
cmplo¥mont. This program has enjoyed some success
in helping those it has served to attain
employment., However, the available resources for
the WIN pro?tam have limited the proportion of AFPDC
recipients 1t can actively serve. The Committee
believes that changes in the law are needed to
enable the States to supplement the WIN program
with programs of their own to assist and encourage
recipients to attain independence. In recommending
such changes, however, the Committee is not
proposing to repeal the WIN program nor
recommending any diminution in the resources

devoted to it.
WIN Demonstration Programs

The WIN demonstration authority adopted by the Committee
was taken from a bill (S. 986) first introduced by Senators David
Boren (D., Okla,) and Daniel Patrick Moynihan (D., N.Y¥.). 1In
discussing the bill in a Senate floor statement, Senator Boren
criticized the WIN program as having "two serious flaws". These
he identified as "dual administration (HHS and DOL) and
inflexibility within the system--which result in a lack of agency
accountability, cumbersome administrative rules and regulations,

high cost and poor performance."
The Senator commented further:

Many States have indicated they could run more
efficient programs than currently exist, This bill
provides us an opportunity to utilize State and
local units of government which are the most
responsible, best equipped and most competent
levels of government to develop and administer
programs to meet the needs of families with

children.

The legislation authorizes the States, as an alternative
to the existing work incentive program, to operate a work
incentive demonstration program "for the purpose of demonstrating
single agency administration of the work-related objectives" of
the AFDC program. The law requires the Governor of the State to
submit to the Secretary of HHS a letter of application providing
evidence of intent, along with an accompanying State program plan
specifying (1) that the operating agency would be the State
welfare agency, (2) that required participation criteria would
be the same (Statewide) as are applied under the WIN program, and
{3) the objectives which the State expected to meet, with
emphasis on how the State expected to maximize client placement
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in nonsubsidized private sector employment. In addition, the
plan must describe the techniques to be used to achieve the
‘objectives of the demonstration program, including (but not
limited to) maximum periods of participation, job training, job
find clubs, grant diversion to either public or private sector
employers, services contracts with State employment services,
prime sponsors or private placement agencies, and performance-

based placement incentives.

The WIN demonstration legislation provides specifically
that "a State shall be free to design a program which best
addresses its individual needs, makes best use of its available
resources and recognizes its labor market conditions.”™ The
Secretary of HHS may disapprove an application only if he
determines that the State program plan would be less effective
than the regular WIN requirements. In addition, the Secretary
has responsibility for evaluating the demonstration programs.
According to the Committee report, "the Committee believes that
the results of the evaluations would provide insight into ways to
improve the administrative mechanism of programs which are
designed to provide employment for welfare recipients."

WIN demonstration programs were originally authorized to
operate for no more than three years. The legislation has been
amended, however, to allow States to operate programs through
June 30, 1988. Currently 26 States are operating WIN
demonstration programs. (See Tables 1, 2 and 4.)

wWork Supplementation

The third alternative approved by the Committee and
ultimately by the Congress was called "work supplementation"., As
mentioned earlier, the work supplementation program was "designed
to make employment a more attractive alternative to welfare
dependency."” The basic concept of the program was described in
the report as allowing States to "utilize part of the funding now
devoted to welfare grants to provide or subsidize employment
opportunities which would be available on an entirely voluntary
basis for individuals who would otherwise be dependent upon

Arm'“

To generate funding for the subsidized jobs, the
Committee amendment authorized States to lower all AFDC grant
levels, or lower them selectively for certain geographic areas or
for certain categories of recipients whom they determine to be

most employable. The funding saved by lowering the grant levels
may be us to make jobs available for the recipients affected.

The work supglementation legislation gives States
complete flexibility in determining who may be included in the
program, provided individuals meet the State's May, 1981 APDC

*
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eligibility requirements (or those requirements as modified under
subsequent Federal legislation).

Otiginally, the legislation defined a supplemented job
as one provided by: the State or local agency administering the
program; a public or nonprofit entity for which all ox part of

the administering agency; or a proprietary

the wages are paid b¥
child care provider for which all or part of the wages are paid

by the administering agency.

Emphasizing the intent "to make work more attractive
than welfare®™, the Committee report noted that the legislation
"would provide a significantly different approach to work
incentives as compared with the existing APDC system. States
would be specifically authorized®”, the report continues, "to
lower AFDC standards so as to increase the attractiveness of
employment as compared with welfare dependency, and could make
any necessary further adjustments to correct for offsetting
increases which might occur in other needs-based programs, such
as the food stamp program,., . . Inasmuch as the program is
designed to provide work incentives in the form of work as an
alternative to welfare, States would also be permitted to reduce
or eliminate the amount of earnings disregarded in calculating an
AFDC grant. ‘To avoid the disincentive to employment which might
result from the loss of Medicaid eligibility, States would be
authorized, at their option, to continue that eligibility for
individuals who accept employment in jobs subsidized by the work

supplementation program.”

Legislation enacted in 1984 added greater flexibility to
the work supplementation program., The 1984 amendments allowed
the use of AFPDC benefits to subsidize jobs provided by any
private employer, rather than limiting subsidies to public and
private nonprofit employers, as was the case under prior law.

The amendments also gave the States flexibility in the manner in
which they could divert funds to employers by allowing them to
develop their own methods--for example, by diverting a grant on
an individual case basis, or by pooling the grants of APDC
recipients actually participating in the program. The amendments
limited Pederal funding for the program to the aggregate of nine
months worth of ynreduced welfare grants for each participant in
the program, or less if the person participated for a shorter
time., The new law also allowed States to offer a $30 plus one-
third disregard for up to nine months for individuals

participating in the program.

Although States were very slow in taking advantage of
the work supplementation’'alternative, there has been increased
interest in it in recent years, and the Department of HHS reports
that 15 States now operate some version of "work
supplementation®™, Most projects are small in scale. (See Table
3 for information on State,programs as of December, 1986.)
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Welfare Agency Job Search Programs

In 1982 the Congress approved, in modified form, a
proposal by the Administration that authorizes State welfare
agencies to operate job search programs for AFDC applicants and
recipients. Persons who may be required to participate are the
same as those who are required to register for WIN (or who would
be required to register except for remoteness from a WIN site).
However, States may limit participation to certain groups or
classes of individuals, rather than including all persons
required to register for WIN. 1If an individual fails to comply
with the employment search requirement without good cause, he is
subject to sanctions in the same manner as under the WIN program,
although a State may, 1£ it wishes, provide for a shorter

sanction period.

The job search amendment allows States to require
individuals to participate in an initial job search activity for
eight weeks, and in an additional eight-week job search program
each year. The amendment requires the Governor of the State to
coordinate the job search program with other employment programs
for welfare applicants and recipients to assure that priority is
given to job placement over participation in another activity.

The 1982 law also: (1) requires States to reimburse
individuals for transportation and other costs necessarily
incurred as part of the individual's participation in the
program; (2) provides S50 percent Federal matching to States for
costs of providing transportation and other services to
participants; and (3) prohibits States from using the job search
requirement as a reason for any delay in making a determination
of an individual's APDC eli 1b¥11ty, or in issuing a payment to
an individual who is otherwise eligible.

Twenty-five States are currently operating welfare
agency job search programs. A number of them are operatifig

statewide. (See Tables 1 and 2.)

cad
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B. Characteristics of AFDC Recipients

The characteristics of AFDC recipients have changed over
time. The Congressional Budget Office (CBO) has compiled a table
showing certain characteristics for May, 1969 and for 1984, and
for selected intervening years. (See Table S.) This table shows
that, in general, AFDC families have become smaller, many of the
mothers are younger, and more recipient children are of pre-

school age.

Specifically, in 1983, 56 percent of AFDC mothers were
under age 30, compared with 41 percent in 1969. 1In 1984, about
74 percent of AFDC families had either one or two children. 1In
1969, about 50 percent had either one or two children. 1In 1984,
44 percent of AFDC cases included only one child, compared to 27
percent of AFDC cases in 1969. 1In 1984, 43 percent of AFDC
children were under age six, compared to 33 percent in 1969,

The table also shows that the basis of eligibility of
APDC children has been changing. 1In 1984, about 46 percent of
children were in families in which there was no marital tie,

compared with 28 percent in 1969,

In recent years, considerable research has been done on
the dynamics of welfare dependency. Using longitudinal data, an
attempt has been made to describe the behavior of welfare
recipients over time. An understanding of the characteristics of
AFDC recipients, what causes them to become dependent upon
welfare, how long they remain dependent, and why they leave the
welfare rolls, is of great importance in considering any change
in employment-related requirements and services. The question of
what we have learned about these subjects will be explored in an
upcoming hearing by the Subcommittee on Social Security and
Pamily Policy, "Short-term vs. Long-term Dependency", scheduled

for March 2, 1987.
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C. Client/Agency Contracts

Recently, interest has been expressed in the idea of
using contracts to spell out the mutual obligations of welfare
recipients and of welfare agencies. For example, the American
Public Welfare Association has recommended in its report
"Investing in Poor Families and Their Children: A Matter of
Commitment" (November, 1986) that States should be required to
use client/agency contracts in administering their welfare
programs,. APWA recommends that the contract include an
employability and financial assistance plan which will commit
clients to a range of self-help efforts, and will commit State
and local agencies to sugport those efforts by providing
necessary services, Obligations would be spelled out in concrete
terms through goals, timelines and benchmarks. The contract
would be a "discharge plan" aimed at independence from the
system, and would be implemented using a case management system.

The State of California has begun to use client/agency
contracts as part of its new employment program for AFDC
recipients, called GAIN. Appendix A includes a sample from the
series of contracts that the State has developed.
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D. Statistics Relating to Working Mothers

The percentage of mothers participating in the labor -
force has risen rapidly in recent years. 1In 1975 1/, 55 percent
of mothers with children age 6 to 17 were in the labor force. By
1986, 72 percent of such mothers were in the labor force., The
percentage of mothers with preschool-age children has shown a
similarly rapid increase. 1In 1975, 39 percent of mothers with a
child under 6 were in the labor force. By 1986, 54 percent of
such mothers were in the labor force. (Swe Table 6.)

Bureau of Labor Statistics data siow that in March, 1986
most mothers (72 percent) who were employed worked full time 2/.
The proportion of employed mothers workirg full time ranged from
69 percent of those with a child under age 6, to 77 perceént of

those whose youngest child was 14 to 17.

However, substantially lower percentages of all mothers,
as opposed to employed mothers, were employed full time in March,
1986. About 48 percent of all mothers with a child age 6 to 17
worked full time in March, 1986; 33 percent of mothers with a

child under 6 worked full time.

The above statistics show the work experience of mothers
in one month of the year. 1t is also useful to look at how many
mothers work full time for the full year. 3/ Table 7 shows the
work experience of mothers for all of 1985, This table, prepared
by the Congressional Budget Office using March, 1986 Current
Population Survey data, shows that 19 percent of mothers with a
child under 3 worked full time full year in 1985, increasing to

gercent of mothers whose youngest child was age 12 to 17. An
add tional 18 percent of mothers with a child under age 3 worked
full time part year; 13 percent of mothers whose youngest child
was age 12 to 17 worked full time part year. Thirty-two percent
of al) mothers with a child under age 18 d4id not work at all.

1/ Data are for March of specified years, except where
otherwise noted.

2/ Defined as persons who usually work 35 hours or more per week.

3/ FPull year means working at least 50 weeks; part year
is less than 50 weeks.
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In general, mothers not living with a husband were
somewhat more likely to work full time full year than were
mothers living with a husband. The exception to this was mothers
with a child under age 3, Only 15 percent of mothers not livin
with a husband who had a child under age 3 worked full time ful
year in 1985, Twenty percent of mothers living with a husband
who had a child under age 3 worked full time full year.
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€. PBarned Income Tax Credit

‘The earned income tax credit (EITC) is currently the
only refundable tax credit in the Internal Revenue Code. That
is, s e only example of a tax credit that can cause a tax
refund to be paid even when an individual tax filer has no income
tax liability for the year in question. The EITC is available to
low income families that include at least one child who is a

- dependent of an individual with earned income. According to the

Joint Tax Committee, 6.7 million families benefitted from the
BITC in 1985. ‘ .

In 1987, the maximum credit is $851 and it phases out as
total income rises above $6,920. The credit is totally phased
out at a level of 815,432, Under a one-time change, the phase-
out range will rise in 1988 so that the phase out will begin at
about 89,700, and the credit will be completely phased out at
about $18,400. The maximum credit in 1988 will be about $865.
Thereafter, the amount of earnings and income used to compute and
phase out the credit will increase each year under an indexing

formula.

The law allows individuals who have no tax liability to
claim the credit either as an annual tax refund or to have the
credit added to their paychecks throughout the ¥ear through
reverse withholding. 1In practice, very few individuals use the
reverse withholding procedure.

The significance of the EITC as a source of income for
low income workers with children was greatly enhanced by the tax
reform legislation in 1986 which provided for increasing the
amount of the credit and the level of income at which families
remain eligible for all or part of the credit. The 1986 tax
legislation also provided for indexing these amounts on an annual
basis. The budgetary impact of the EITC will, by fiscal 1989,
have increased from its 1986 level of $2 billion to about $5
billion., About 75 percent of the "credit" is paid out as a
refund in excess of actual tax liability.

The BITC was originally developed by the Committee on
Pinance as a part of an overall guaranteed employment program
which the Committee proposed in 1972 as a replacement for the
existing welfare program. It was approved by the Committee as a
way of assuring that private employment would be more attractive
than the public jobs proposed in the 1972 bill, and as a way of
offsetting the impact of payroll taxes for lower income working
families. The credit was called a "work bonus" in 1972, because
the Committee viewed it as a way of enhancing the value of work,
inasmuch as it was payable only to those with earned income and,
at least up to the phase down point, the amount of the credit
increased as earnings from work increased. Thus, unlike welfare
programs in which going to work meant a reduction in benefits,
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the work bonus provided an increase in income for individuals who

went to work. The Committee's 1972 proposals were not enacted,
but the Senate passed the EITC as a separate provision on several

occasions, and it became law in 1975.



Table 1

STATE ELECTION OF AFDC WORK PROGRAMS

Community Work Job Grant WIN WIN
Experience Search Diversion DFMONSTRATION
Alabama X X
Alaska X X
Arizona X X .
Arkansas S X
_California X X x
"(?olorado X X X
Connecticut 2y X
Delaware
District of Columbia X
Florida X X X
Georgia X X X
Guam
Hawaii

'Lt"
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Table 1 (Continued)
STATE ELECTION OF AFDC WORK PROGRAMS

Coomunity Work Job Grant WIN WIN
Experience Search Diversion DPEMONSTRATION
Idaho X X
Illinois ' X
Indiana ]
lowa - X X’
Kansas X X X
.
Kentucky ' S
Louisiapa P
Maine X X !
Marvland X 2y Ix
Masgachusetts ) X X Ix
Michigan X X X
Minnesota X X X X
Mississippi X
Missouri X
Montana X




Table 1 (Continued)

STATFE. ELECTION OF AFDC WORK PROGRAMS

Community Work Job, Grant WVIN WIN
Fxperience Search Mversion DEMONSTRATION
Nebraska X X X X
Nevada X X
New Hampshire X
New Jersey X X 1x
New Mexico X X
New York X X Tx
North Carolina X X
North Dakota X
Ohio X X X
Ok;lahona X X X X
Oregon X X
Pennsvlvania X X x
Puerto Rico X
Rhode Island X
South Carolina X X X

- 6T =




Table 1 (Continued)

s STATF. FLECTION OF AFDC WORK PROGRAMS
>
3 Community Work Job Crant WIN WIN
; Experience Search Diversion DEMONSTRATION
» South Dakota X x
T Tennessee : ) X
e Texas X 1x
litah . X X
Vermont , X X 2y
Virgin Islands
Virginia X X
Washington X X X X
West Virginia X 2x X
Wisconsin X 2x ‘g
Wyoming ) X
TOTAL STATES 26 25 15 26 28

1‘l‘hese;:'s.t:at:es operate a WIN demonstration that includes significant subcontracting for
employment and training services to the Stat

es employment security agency or fob training
partnership agency, or both,

2pffective July 1, 1986.

Source: Department of Health and Humaa Services JANUARY 1987

¥

-oau
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TABLE 2 - State Participation in Optional AFDC Work Programs
(Data as of October 1986) @

Date WIN Demo

State
Implemented CWEP 1V-A Job Search
Alabama Implemented 1
county April
1982; now
Operncing in
3 counties.

Alaska Planning for
FY 1987.

Arizona June 1, 1982

Arkansas Sept. 30, 1982

California Jan. 1, 1985 Implemented Implemented

in 1 county October 1985; now
July 1981; operating

now in 6 statewide,
counties.

Colorado Implemented in To implement

1 county Oct. statewide in
1982; now FY 1987.
operating in

26 counties.

Connecticut Oct. 1, 1985 Implemented July
1986 statewide
for applicants
and recipients
witH UP cases as
a priority.

Delaware Apr. 1, 1982

Florida Apr. 1, 1982 Implemented July

: 1985; in the 44
WIN demo counties.
Georgia Jan. 1, 1985 Implemented Implemented
in August Janudry 1986; in
1982; now 16 cdunties for

operating in 9 applicants .and
counties. eetptcnts.'
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‘Table 2 (Continued)

Date WIN Demo

State
Implemented CWEP IV-A Jab Search
Idaho Implemented
in Jan. 1982;
now operating
in 8 WIN areas.
Illinois July 1, 1982 Implemented in
. 12 counties in
Feb. 1984; now
operating in 16
counties.
Indiana Sept. 30, 1985
lowa Sept. 30, 1983 Inplemented July
1982 for regular
AFDC cases in §
counties;
currently '
operating in 49
counties for UP
cases.
Kansas Implemented in Inplemented for
4 counties Ha{ recipients only
1983; current z " May 1983; now
operating in 1 operating
counties, statewide.
Maine Apr. 1, 1982 Inplemented for
: recipients onl
Jan. 1983; in WIN
demo areas.
Maryland Sept. 30, 1982
Massachusetts Apr. 12, 1982 Implenented for
applicants and
recipients in 16
counties Oct.
1982. Statewide
, for UPs only.
Michigan Apr. 1, 1982 Implemented
July 1982; now
operating
statewide.
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Table 2 (Continued)

Date WIN Demo
Inplemented

CWEP

: IV-A Job Search

Minnesota

Missouri

Nebraska

Nevada

New Jersey

New Mexico

Mew York

N. Carolina

N. Dakota

Ohio

Sept. 30, 1982

Oct., 1, 1982

May 1, 1985

Implemented in
3 counties Mar.
1983, now
operating in

7 counties; for
UP recipients.

Planning for
FY 87.

Implemented
May 1986; now
operating
statewide.

Planning for
FY 87.

Inplemented
Sept. 1986; in
5 counties.

Implemented Jan.
1982; now
operating in 20
counties and in
New York City.

Implemented in
6 cdunties Jan.
1982; now
operating in 25
counties.

Implemented in
2 counties Jan.
1982; now
operating in 11
counties.

Implemented in

4 counties Mar.

1983; now
operating in 28

counties.

Imglcmcnted April
1986; in the

CWEP counties;
for UP applicants
and recipients.

Planning for
FY 87.

Implemented March
1986; statewide.

Implemented Oct.
1985; now
statevide.

Inplemented for

" recipients only

in 4 counties
June 1986; now
operating in 28
counties.
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. Table 2 (Continued)
State Date WIN Demo
‘ Ioplemented CWEP 1V-A Job Search
Oklahomra Jan, 1, 1982 Implcmin:cd Implemented
statewide statewide for
Jan. 1982, applicants and
recipients
Apr. 1983,
Oregon Jan. 1, 1982 Considering for Implemented for
applicants and

Pennsylvania Sept. 30, -1982

Rhode 1sland -

§. Carolina

8. Dakota Apr. 1, 1982
Tennessee Oct. 2, 1985
Texas Mar. &4, 1985
Utah

FY 87.

Implemented
statewide March

1983 as part of"

WIN demo.

Implemented in
2 counties liay
1982.

Inplemented in
40 counties;

Apr. 1982; now '

operating
statevide,

. recipients
* statewide Dec.

1982,

. Planning to -

implement
statewide FY 87.

Implemented
statewide for
AFDC recipients
and UP cases
July 1985,

Implemented for
applicants and
recipients
statewide Oct.
1985,

Implemented Apr.
1983 for
applicants and
recipients now
operating
statewide.

Implemented for
appiicants and
recipients
statewide Oct.
1984.
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Table 2 (Continued)

Date WIN Demo -

IV-A Job Search

_Implemented CWEP

Vermont Implemented Implemented for
April 1984; for all UP applicants
UP cases active statewide Apr.
6 months or 1984.
more.

Virginia Jan. 1, 1983 Implemented Implemented
Statewide as Statewide Jan.
part of WIN 1983 for
demo Jan. 1983. applicants and

recipients.

Washington Implemented in Implemented
2 counties June statewide Oct.
1082. 1984 for

W. Virginia

Wisconsin

Source:

Sept 27, 1982

Sept. 30, 1982

Implemented-
statewide for
UP cases

Jan, 1982; now
operating
statewide for
UP and regular
AFDC recipients
as part of WIN
demo.

Approved for
implementation
Aug. 1986.

Department of Health and Human Services

applicants and
recipients.

Implemented July
1986; statewide
for all
applicants and
recipients as
part of WIN demo.

Implemented
statewide July
1986.



TARLE 3 - State Parcicipation in
Work Supplementation Programs
(Pata as of Decemher 1984)

AFDC for
Family of 3| Wage Suhs 1dyl Muraction Rasis for Voluntary/ location Annual Participation
1986 Suhgidv/Duracion | Mandatory ’ Goal
100 percent Fixed subsidy
including and duracion
Colorado $346.00 other State/ |8 week cycles. (short-tem Mandatory 1 county 500
: local funds. public )
empl ovment) .
Varies hy
. . wmge and
Connecticut S$505.00 Rrant amount;|S months Varies; 5 months | Voluntary 5 urhan 30C participants
’ as of 1/87, maximum, maximum, cicies
81.75/hr. { _
33 percent 3 months lat 50 percent 1
AFDC ;. 50 average (up to|JPTA flat amount
Florida $252.00 percent .JPTA; |1 vr). AFDC; (S190); Voluntary 44 counties 200
83 percent - duration -~ nOT
total. code.
6 months lat 50 percent All welfare
- maximwm plus including JPra otk program
Maine 1 S3R9.00 50 percent optional contribution; Voluntary |offices .
’ : vocational and|duratfon mav vary. (majoricy of . 300
- field traint ) Scate)
) . 200-250 participants
Maryland 8$345.00 50 percent 4 wmonth Flat 50 percenc; Mandatory 7 counties 25® i0b entries.
average duration mav varv. i '
| |
b — ] i I
Maximum 9 Varies; duration
Massachusectts| $476.00 Hinimum 252 {wonths; 9 months Voluntary | Stacewide 1.00 job entries.
Maximum SO% average 4
) [months. 1

.9z.
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TARLE 3 -~ Stace Participation in
" dorR\Supplementacion Programs
Na

(Dath as of December 1986)
JIAFDC for | . .
Fanily of 3| Wage Subsidy Duracion Rasis for Voluntarv/ location Annuals Participation
1986 ~ Subs idv/Duration Mandatorv : Goal
‘\Lttaxinun No more than 50
Michigan s435.00 San0. 00/ 6 wmonths |percent of gross Voluncary 7 counties 1.000
mon |uages; maximum
6 months.
At least 50 Diverted grant -
percent from and orher funds
Minnesota §$532.00 AFDC plus l up to 50 percent | Voluntarv | 17 counties 500
other funds 9 months of wages; .
(WIN, JPTA, duration 9 monchs.
State) -
S monchs Flat 50 percent; |
New Jersey $404.00 50 percent |average; (9 duracion mav vary. Voluntary | 9 countiesa san
' monchs
maximum) .
- Flat amounc
New York $497.00 $250.00/month |6 months (S250.00); Mandatory 36 counties 1,351 job entries
maximunm duration may vary.
1R months Fntire grant
) (FFP for 9 diverted;
Ohio $302.00 AFDC grant months; State |duration mav varv. Voluntary 10 counties 300
m; onlv for
— 9 mos. |
Flac §S700.00 it
, | .. monthly wage
Oregon $397.00 S20R,00/month|é monchs SS00.00 or more. Voluntarv | Sctatewide No of “‘icial gpoal
| (max Pmum) max imum If less, S1.15/ | :
| hour of work i
Oklahoma $3]0.00 $250.00/month 9 months Flat $250.00/month; Voluntary Statewide . 500
maximum 9-month duration

-‘z.
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TABLF. 3

and Hork Supplementation Progrrams
(Nata as of Necemher 1986)

~ State Participation in Grant Diversion Nemansctracion Projects

. ¢

Annual Participacion
Goal

AFDC for
Family of 3| Wage Subsidy Duration Ragia for Voluntarv/ location
1986 Subsidv/Duration | Mandatory
9 months Flat 50 percent;
Vemont §550.00 50 percent maximum; 3.5 |6 month maximum. Voluntary Statevide 200
months average.
] ]
| |
Washingcon §6492.00 50 percent 9 months Flat 50 percent Voluntary 2 counties [No official goal
State ' ‘-Qxi-un)

Source: Department of Health and Human Services

.sz.
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TABLE 4 - WIN ALLOCATIONS, 1986 AND 1987

(in thousands of dollars)

1986 1987*

WIN WIN Demo WIN WIN Demo
Alabama $ 1,877 953
Alaska 537
American Samoa 273
Arizona $ 1,427 $ 724
Arkansas 1,171 594
California 27,791 14,109
Colorado 3,003 . 1,525
Connecticut 2,945 1,495
Delaware 690 350
Dist. of Columbia 1,853 941
Florida 3,065 1,556
Georgia 3,346 1,699
Guam 151 77
Hawaii 1,191 605
Idaho . 1,331 676 .
Illinois 10,028 5,091
Indiana 2,637 1,339
Iowa ) 2,189 1,112
Kansas 1,493 758 _
Kentucky 2,001 1,016
Louisiana 1,485 754
Maine 1,141 S79
Maryland 3,837 1,948
Massachusetts 6,688 3,395
Michigan 14,621 7,423
Minnesota 4,072 2,067
Mississippi 1,546 784
Missouri 2,879 1,462
Montana 934 474
Nebraska 701 356
Nevada 590 299
New Hampshire 419 213
New Jersey 7,751 3,935
New Mexico 845 42¢
New York 17,534 8,902
North Carolina 2,831 1,463
North Dakota 454 231
Ohio 11,297 5,738
Oklahoma 1,221 620
Oregon 5,641 2,364
Pennsylvania 9,209 4,675
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TABLE 4 - Continued ‘
1986 ~ " 1987 *

‘ WIN WIN Demo WIN WIN Demo
Puerto Rico $ 1,240 $ 630
Rhode Island : 1,153 585 )
South Carolina _ 1,455 739 ‘
South Dakota $ 870 $ 442
Tenne;soe 1,991 1,011
Texas 4,194 . 2,129
Utah 3,032 1,539
Vermont 1,520 772
Virgin Islands 206 : 105
Virginia 2,009 1,477
Washington 8,742 4,438
West Virginia 2,792 . 1,418
Wisconsin ) 7,990 4,056
Wyoming 317 : 161
National Total  $58,504 $144,380  $29,701 $73,299
* 1987 allocations as of November 16; 1986. Subject to change.

Source: Department of Health and Human Services
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Table S - Characteristics of AFDC Recipients
- 1969 - 1984

Jan. May Mar. Mar. Avg.s/ Avg.a/

_2.2.223_21522111912_1223_1.93_5

Average Family Size-

(persons) . 4.0 3.6 3.2 3.1 3.0 3.0 2.9
Number of Child Recipients (percent of AFDC cases)
One 26.6 NA  37.9 40.3 42.3  43.4 44,1
Two 23.0 NA  26.0 27.3 28.1 29.8 29.6
Three 17.7 NA 16.1 16.1 15.6 15.2 .15.5
Four or more 32.5 NA 20.0 16.3 13.9 10.1 10.0
Unknown - NA - - - 1.5 0.8
Race/Ethnicity (percent of caretakers)
White NA  38.0 39.9 41.4 - L4o.4 41.8 41.3
Black bs.2 45.8 44.3 43,0 43.1 43.8 b1.9
Hispanic - NA  13.4 12,2 12.2 13.6 12.0 12.8
Native American 1.3 1.1 1.1 1.1 1.4 1.0 1.1
Asian NA NA 0.5 0.4 1.0 1.5 2.3
Other and unknown 4.8 . 1.7 2.0 1.9 0.4 - 0.6
Education of Mother (percent of mothers) ..
Less than 8th Grade 19.0 NA 10.3 6.8 5.1 NA NA
8th Grade <104 ° NA 6.4 4.8 4.4 NA NA
1-3 years of HS 30.7 NA  31.7 25.1 20.8 NA NA
High School Degree 16.0 NA  23.7 20.5 18.8 NA NA
Some College 2.0 NA 3.9 3.0 2.7 NA NA
College Graduate 0.2 NA 0.7 0.4 0.4 NA NA
Unknown 21.6 NA  23.3 39.4 47.8 NA NA
Basis for Eligibility (percent of children)
Both parents present:
Incapacitated 11.7 10.2 7.7 5.9 5.3 3.4 3.6
Unemployed 4.6 4,1 3.7 5.0 4.1 9.2 8.6
One or both parents absent: '
Death 5.5 5.0 3.7 2.6 2.2 1.9 1.9
Divorce or separ. U43.3 U46.5 48.3 U46.9 u4.7 38.6 36.2
No marital tie 27.9 31.5 31.0 33.8 37.8 .45.5 46.4
Other reason 3.5 2.7 4.0 5.7 5.9 .00 1.2
Unknown ~ 3.5 - 1.6 - - - 2.1

a. Average monthly figures for fiscal year.
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Table S

Characteristics of AFDC Recipients, continued
1969 - 1984

Nay Jan., May Mar. Mar.. Avg.a/ Avg.a/
1969 1973 1975 1977 1979 1983 _198%

Mother's Employment Status (percent of mothers)

Age of mother (percent of mothers)

ml‘ti‘e Job 802 9-8 10.“ 8.“ 807 105 1.2
Part-time job 6.3 6.3 5.7 5.3 5.4 3.4 3.6
Actively seeking ’

work; in school .

Under 20 NA 8.3 8.1  h.ap/ 3.6b/ .NA

20-24 16.7 NA - 28.0c/ 28.6c/ NA
43.1  42.8
25-29 17.6 NA 21.44/ 23.84/ NA
30-39 . 30.4 NA  27.9 24.2 27.2d/ 27.9d/ NA
40 or over 25.0 NA 17, 17.7 15.4d4/ 15.7d/ NA
Unknown 3.6 NA 3.0 7.2 h.od/ 0.3d/ NA
Ages of Children (percent of recipient children)
Under 3 14.9 NA 16.5 17.3 18.9 22.5 21.6
3-5 17.6 NA 18.1 1708 17l5 2001 21.0
6-11 36.5 NA  33.7 33.9 33.0 31.5 31.9
12 and over 31.0 NA 30.9 30.1 29.8 25.5 25.5
Unknown - NA 0.8 0.9 0.9 0.3 0.2
Median Number of Months .
on AFDC 23 27 31 26 29 26 26

SOURTES: Tabulations from the Office of Family Assistance, HHS; National

a.
b.
c.
d.

Center for Social Statistics, AFDC: Selected Statistical Data on

Families Aided and Program Operations, NCSS Report H-G(71), 1971;

Office of Research and Statistics, Social Security Administration,

AFDC: A Chartbook, 1978 & 1979; ORS, SSA, 1979 Recipient Characteristics
Study, Part 1, 1982; ORS, SSA, 1983 Recipient Characteristics and
Financial Circumstances of AFDC Recipients, 1986; Committee on Ways and
Means, Background Material and Data on Programs within the Jurisdiction
of the Committee on Ways and Means, 1953; and unpublished statistics from
the 1955 AFDC quality control data.

Average monthly figures for fiscal year.
Under age 19. Includes other caretaker adult if mother absent.

Ages 19-24. 1Includes other caretaker adult if mother absent.
Includes other caretaker adult if mother absent.

SOURCE: Congressional Budget Office, January 19, 1987
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0.6 18.6 3%.4 2.9 (1Y) 6.8 (3 2% (1) )
19.3 12.3 35.) 7.3 1.8 2.7 00,8 ) (1
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Source: Bureau of Labor Statistics, Department of Labor
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TABLE 7 - WORK EXPERIENCE OF MOTHERS WITH CHILDREN UNDER AGE 18 BY AGE
~=-  OF YOUNGEST CHILD AND FAMILY TYFE, 1985

. Working Working
Fuil-Time a Part-Time b/ Percent

Age of Number of rcent {percent) Not
Youngest Mothers Full Part Full Part Working

Child (thousands) Year ¢/ Year ¢/ Year c/ Year ¢/ (percent)
All Mothers with Children Under Age 18
Under 3 9,430 19 18 6 16 4o
3-5 6,275 28 14 8 14 36
6-11 8,726 35 14 10 14 28
12-17 o 8,429 41 13 10 i1 25
All- 32,860 31 15 9 14 32
Mothers Living with Husband and with Children Under Age 18 -
Under 3 7.557 20 19 7 17 38
3-5 4,665 27 13 10 15 36
6-11 6,482 32 13 - 11 15 29
12-17 6,311 37 13 12 12 26
All 25,015 ' 29 15 10 15 32
Mothers Not Living with Husband and with Children Under Age 18
Under 3 1.573 15 17 3 15 50
3-5 1,610 31 17 5 11 36
6-11 2,244 42 16 6 8 28
12-17 2,117 52 13 5 8 21
All 7,845 36 16 5 10 33

SOURCE: Tabulations of March 1986 Current Population Survey data.

a. Working 35 or more hours per week for the majority of wegka worked

during the year.
b. Working fewer than 35 hours per week for the majority of weeks worked

during the year.
¢. Full-year means working at least 50 weeks; part-year is less than 50

weeks.

Table prepared by the Congressional Budget Office.
b



- «FILY OF D (One adult & one child)

Table 8 " DHHS
DETRRMDIRTION OF PRNENT ACUNE FOR FUILL-TDE DOLOVIENT AT (o] ’
ELIGTBILITY DETERINATION e un:mm—-—_.n-wuunm—-—“—wwu-?-h----m——-—
Pull-tise AFOC Raywect Amount =
Bployment @ Amment Standerd less Countable AFOC Pyment. Aot = AOC Fyment Amount: =
1858 of  Minimm bage Incowe {Earned Incoms - $75 Woek Payment Standerd less Countable Mymant Standend less Quntsble
Noed Nead (173.3 lus/mon. Meeds Based mmnmmmmm—mm-mm Incxme (Bxned Inoome - $75 Work
Standard Svandard x £33N  Rigibllity Standerd and One-third of remsinder} mnummm Bepenses & $100 Child Cars)
A $208.00 $532.80 $580,56 Mot Kligible $88.00 $0.00 $0.00 90.00
»~ 657.00 1,215.45 500.56 Rigitle €57.00 406.63 . 251.44
2 494,00 913.90 580.56 Rigible 233.00 0.00 0,00 0.00
AR 19).00 357.05 580.56 Mot Rigihle 158,00 0.00 0.y 0.00
A 498.00 921.30 580,55 Rigidble 492,00 247.63 . 172.44 92.44
@ 331,00  612.35 580,85 ® igible 72,00 21.6€3 0.00 0.00
cr 411.00  760.35 580.56 Kiigible 411.00 * 160.63 . 35.44 5.4
] 229.00 423,65 580.54 Mot Rigible 229.00 0.00 0.00 0.00
oc $60.00 1,036.00 580.%6 Digine 75,00 2.6 0.00 0.00
n 297.00  549.45 $80.56 Mot W igible 134.00 0.00 0.00 0.00
GA 306.00 566.10 $80.56 Mot Kligible 214.00 0.00 0,00 0.00
[ 390.00 721.50 580.5¢ Rigible 390.00 139.63 14.44 0.00
boo] 446.00 §25.10 $80.55 idigible 25,00 0.00 0.00 0.00
I 503,00  930.55 580,56 Rigible 250.00 0.00 0,00 0.00
™ 261.00  456.95 580.56 Mot Rligible 222.00 0.00 0.00 0.00
IA 421,00 778.8% 580,56 Rigible 322.00 T1.6) . 0.00 0.00
xs 308.00 569.80 580.56 Mot Rligible 308,00 0.00 0.00 0.00
xy 170.00  314.50 580.56 Not Eligible 170.00 0.00 0.00 . 0.00
LA 431.00 797.35 580.56 Eigible 137.00 0.00 0.00 0.00
3 398.00 580.56 Eligible 285.00 38.63 0.00 0.00
[ 373.00 580.56 £l.gible 269,00 18.63 00 0.00
[ 394.00 $80.56 Eliginle 3%4.00 1426 .4 0.00
[ 454,00 $80.56 Aigible 350.00 99.63 0.00 0.00
[ 437,00 580.56 Kigible 437.00 186.63 61.4¢ 3.4
3 29).00 580.56 Mot B igible 183.00 0.00 .00 0.00
0 250.00 $80.56 Not Rligible 223.00 0.00 0.00 * 0.00
nr 337.00 580,56 figible 27,00 20.6) 0.00 0.00
N 200,00 $80.56 Mot Eligible 280.00 0.00 0.00 0.00
w 229.00 580.56 Mot Eligible 229.00 0.00 0.00 0.00
- 336.00 590,56 EBligible 336.00 85.63 0.00 0.00
N 307.00 580.5 Mot Eligible 307.00 0.00 0.00 0.00
N 210.00 $80.56 Mot Rligible 210.00 0.00 0.00 0.00
NY 416.00 $90.56 Eligible 416.50 166.13 40.9¢ 10,94
N 428,00 580,56 Eligible 214.00 0.00 0.00 0.00
w 301.00  556.8% $80.56 Not Eligible 301.60 0.00 0.00 0.00
oH $53.00 1,02).05 580,56 Rigible 248.00 0.00 0.00 0.00
ax 364.00  673.40 $90.56 Qigible 240.00 f 0.00 0.00 0.00
OR 338.00 625.)0 580.%6 Eigible 339.00 0.6 0.00 0.00
PA 461.00  952.85 $80.56 Aigible .00 3%.63 0.00 0.00
RI 357,00  660.4% $80,56 £igible 357,00 106.63 0.00 0.00
LS 302,00 558.70 580.56 Mot Eligible 302.00 0.00 0.00 0.00
o 323,00 597.5% 560,56 €ligible 323.00 72.63 0.00 0.00
™ 265.00 490.25 $80.56 Mot Eligible 119.00 0.00 0.00 0.00
™ 493.00 912,05 $80.56 Eligible 158.00 0.00 ’ 0.00 0.00
ur $56.00 1,028.60 580,56 Eligible 301.00 50.63 0.00 0.00
vr 698,00 1,291.30 580.56 Eligible 451.00 206.63 s1.4¢ s1.44
VA 257.00  475.45 580.56 Mot Eligible 231.00 0.00 0.00 0.00
WA 646.00 1,195.10 $80.56 Eligible 397.00 146.6) 0.00 0.00
w 401,00 741.8% 580,56 Eligible 201.00 0.00 0.00 0.00
wI 545,00 1,008.25 580.56 Eligible 461.25 * 212.88 0.6 57.69
wy 320,00 592.00 580,56 Eligible 320.00 69.6) 0.00 0.00
™ 120.00  222.00 $H0.% 1t Eligible 120.00 0.00 0.00 0.00
" 112.00  2m.20 SHLY BR Elsgible 56,00 0.00 0.00 0.00
wl L g0 NG TR FL e 126,00 .00 0.00 0.00



- PAMDY OF THREE (One adult & two children) Table 9 : ’ DS

DETERGINATION OF mmmmmmmm
ELIGIBILITY DETERMINATION oo moeee e memm——-—nwmwwm-——-wmwm
Pull-time

Bapld [ ] Reymant Standurd . Amount.
Oymant. less Countable AFOC Paymart - AFOC Paymsnt Asount. =
1858 of Minimm Wage Income (Earmed Incame - $75 Woek Mymant Standand less Countable fyment Standaxt less Countsble
Nead Moed (173.3 hys/mon.  Nesds Besed mmnﬂmammymmm-mu loccms (Ramed Income - $75 Mork
Standard Standamd x $3.3%h)  Rigibility Standard and One-third of resainder) mnwmmm Bpenses & $100 Child Care)
A $384.00 $710.40 $580.56 Aigibls  $118.00 $0.00 $0.00 $0.00
X 740.00 1,369.00 580.56 Rigible 740.00 499.63 36844 M.
13 621.00 1,148.85 500,56 igitle .00 42.63 0.00 0.00
AR 234.00 432.90 580.56 Mot Eligible 192,00 0.00 0.00 0.00
[~ 617.00 1,141.45 580.56 Higible 617,00 366.63 . 241.44 211,84
@ 421.00 778.8% 580.56 Rigible 346.00 , 95.6) 0.00 0.00 r
cr 505.00 93¢.25 580.56 igidle $05.00 254.6) 129.44 99.44
OF 310.00 573.50 580.56 Mot Eligible 310.00 0.00 0.00 0.00
oC 712.00 1,317.20 $80.56 Rigible 350.00 99.63 0.00 0.00
n 400.00 760.00 $80.56 Rligible 252,00 1.63 0.00 0.00
GA 366.00 677.10 $00.56 Aigible 256.00 5.63 0.00 0.00
[ 468.00  965.80 $90.56 Rigible 468,00 217.63 92,44 62.4¢
m 554.00 1,024.90 580.56 Rigidble 304.00 $3.63 0.00 0.00
n 689.00 1,274.65 $80.56 Rigible 342.00 91.63 0.00 0.00
m 307.00 567.95 580.56 Mot Eligible 276.00 0.00 0.00 0.00
‘IR 497.00 919.45 580.56 Rigible 381.00 130.63 S.44 0.00
IT.00 €97.45 580.56 Rigible mn.oo 126,63 1.4¢ 0.00
XY 197.00 364.45 580.56 ot Eligible 197.00 0.00 0.00 0.00
A 600.00 1,110.00 580.56 Rigible 190.00 0.00 0.00 0.00
w $36.00 991.60 580.56 Higible 30%.00 138.63 13.44 0.00 &
" 478.00 884.30 $80.56 Aigible 345.00 94.6) 0. 0.00 &
MA 476.00 880.60 580.56 Aigible 476.00 225.6) 100.44 70.4¢ -
I $57.00 1,030.45 580.56 Bligible 435.00 184.63 59.44 2%.44 N
N $32.00 984.20 $80.56 Rigible 532.00 281.6) 156.44 126.84
[ ] 368.00 680.80 580,56 Rigible 214.00 0.00 0.00 0.00
[ ¢} 312.00 577.20 5$80.56 Not Eligible I79.00 0.00 0.00 0.00
wr 401.00 741.8% 580,56 Rigible 332.00 .63 0.00 0.00
NE 350.00 647.50 5080.56 Eligible 350.00 99.6) 0.00 0.00
b 4 205.00 527.25 580.56 Mot Eligible =85.00 0.00 0.00 0.00
N 397.00 74.45 580,56 Rigible 397,00 146.63 21.44 0.00
N 404.00  747.40 580.56 Nigible 404,00 153.63 8.4 0.00
N .00 477,30 580.56 Mot R2igible 258,00 0.00 0.00 0.00
NY 497.00 919.4% 580.56 Rigible 497.00 246.6) 121.44 1.4
N 492.00 910.20 580.56 Eligible 246,00 0.00 0.00 0.00
N 371.00 686.35 580.56 Eligible 371.00 120.63 “0.00 0.00
oH 673.00 1,245.05 $80.56 Rigible 302.00 S1.63 0.00 0.00
o 471.00 1.3% 580.56 Rigible 310,00 59.63 0.00 0.00
3 397.00 734.45 580,56 Rigible 397.00 146.6) 2.4 0.00
PA 567.00 1,085.95 $80.56 Eligible 365.00 114,63 0.00 0.00
Rl 441.00 815.05 580.56 Eljgible 441.00 190.63 65.44 5.4
SC 380.00 703.00 580.56 Rjgible 380.00 129.63 4.4 0.00
o 366.00 677.10 $80.56 Eligible 366.00 115.63 . 0.00 0.00
™ 345.00 638.25 580.56 Eligible 155.00 0.00 0.00 0.00
k3 $74.00 1,061.90 $80.56 Eligible 184,00 0.00 0.00 0.00
ur 693.00 1,282.05 580.56 Rigible 376.00 125.6) 0.44 0.00
vr 841.00 1,555.85% 580.56 Eligible 550,00 299.63 174.44 164.44
VA 322.00 595.70 580.56 Eligible 291.00 40.63 0.00 0.00
WA 800.00 1,480.00 $80.56 £ igible 492.00 241.63 116.44 6.44 R
w 497.00 919.45 580.56 Eligible 249,00 0.00 0. 0.00
W 641,00 1,185.85 580.56 Eigible 544.00 ' 29).6) 168,44 138.44
wr 360.00  666.00 560.56 Eligible 360.00 109.63 0.00 0.00
[ 165.00  305.2% $80.56 Mot Eligible 165.00 2.00 0.00 0.00
) 160.00  296.00 580.56 Mot Eligible 80,00 2.00 0.00 .00
vi 200,00 186,69 480.56 N Eligible 171.00 0.00 0.00 0.00



Table 10 ~ AFDC Jarmry 1987 ...M‘.xr!c.ﬂuctm.bym
= opumes, Sceskeven as & peroent of—
185 Etfecti
ANDC Compted  of nesd s, e foverty level M age
Maximm  Breskeven

Alabama a0 03 508 28 35 56
Alaska (1) 1,438 1.5 1,439 126 248
Arizona 353 ™ 1,450 T4 00 126
Arkanses S41 5038 505 35 L
Qalitomia 34 1,305 1,358 1,308 142 225
Coloxado 420 3s 944 09s 9 14
Connacticut 593 1,094 1,09 1.094 119 188
Dalamre 36 749 o2 6§12 73 116
D.C. aan s 1,610 “us 92 . 146
Porida 2% 62 966 652 n 112
Georygia 30 638 799 658 72 113
Hamif 546 1.024 1,010 1,010 96 174
Tdado 44 721 1,160 721 7 124
Nlincis 36 7 1,319 ™ «o 130
Indiana 3¢ (1] €72 2 n 116
Iowm “ %9 1,080 %9 95 150
Karsas 436 959 o7 807 . 13
Kantucky 246 514 ass 435 50 7
Louisiana Pl 556 1,365 556 61 9%
Mine 4% 938 1,20 938 102 162
Maxyland 415 1 244 1,062 [ - 90 142
Mseciusetts 556 1,0 1,029 1,029 1212 n
Michigan 536 1,008 1,254 1,009 110 1
Minnmsota :ﬁ l.g‘ l.m l.g‘l u: 196
Mississippt 1 & T2
Misecuri 326 4 s (141 74 116
Nontans 425 42 49 42 2 145
Nabraska 420 0s ™m m 5 1M
Nevads. 341 716 (3] €31 & 109
New Haspehire 451 oo a4 o4 91 u
MNaw Jezeey 465 202 260 60 o 148
Naw Maxico n & 579 s [ ] 100
New Yok 5% 1,09 1,103 1,09 120 109
Noxth Caroline 26 608 995 608 66 105
North Dakota 454 806 840 840 92 s
Chio m 766 1.543 766 “ 112
Cklahoma 384 ™ 1.0 m [ 3 134
Oregon 928 92 092 b 154
Permaylvenia 451 [} | 1,33 o 96 152
Fhode Island $03 959 91 £ 23] 102 160
South Qarol ine 240 565 ’? 565 62 ”
South Dekota 408 N7 755 7S 2 130
Ternsases 109 " m™m 48 53 [
Taxas wm X% 1.218 53 59 92
Utah 43 963 1,49 %3 ) 149
Vexmont 59 1,099 1,685 1,099 120 189
Virginia Ly 725 714 714 78 123
Mashington 78 1,072 1,741 1.072 117 188
Weat Virginia 312 €73 1,153 7 k2] 116
Wisconsin 6“4 1.178 1.41) 1,178 129 20
Nyoming 3% 7% ? ki

Source: Department of Health and Human Services
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Table 11 -WMWMM Family of 4, Woths $-12, by State

&8 a perosnt of -~
clus Effective
ANDC  Cowputed Deed otd, Break, Foverty level  Minimm wage
Maximm Breskeven
Alsbamg faue $2%2 s008 £252 n 3]
Aaska [ 1,008 1,5 1,028 20 m
. Arizona 353 558 1,450 sss 61 %
Arkanses @ 503 <29 « 74
Galifornia 127 939 1,3% 939 102 162
Coloredo 420 €25 625 . 108
Connecticut 593 798 1,097 798 [ 137
Delamre 36 568 568 €2 9%
n.C. o 2 1,610 €32 ©® 109
Florida 298 $a3 503 55 [
Georgla 32 5o 799 507 s L4
Homil 46 %1 1,010 71 7 129
Idako 364 49 1,160 [ *s
Nlincds 368 73 1,319 513 3] 9
Indena 36 s o3 521 4 90
lom “W s 1,060 “s n 112
Kansas 4:: :g o (73 .70 110
Kantucky 2 35 451 ' 78
Louisiana 24 o 1,36 439 4 76
aine a8y 694 1,20 694 76 120
Maxyland Qs 620 1,062 620 [ 107 ¢
Maseactusetts 556 761 1,029 761 s m o
) ichigan 53 e 1,254 741 .o 128 = ':i
Miomescta 61 06 1,149 826 90 1Q
Mississippd 144 Mus u9 38 60 '
Missourd 326 E33 s 31 s8 9N
sontana 425 €30 949 630 3 109
Mebraska 420 €8 m 625 68 108
Neveda 3 (73 61 846 60 94
New Hespehire 451 6 a4 656 72 113
Now Jarsey 465 €10 %60 670 73 118 ’
New Mmxico 13 18 579 s18 s ]
New Yok 596 [ 1,103 001 o 138
North Carclina 269 4 995 o 52 82
North Dekota 454 639 40 659 72 1146
Ghio w 579 1,50 579 63 100 .
Cklahosa 384 599 1,01 589 64 101
Oregon a2 - 2 [ 4 75 118
Penneylvanta 451 636 1,3 656 72 113
fhode Jaland 503 708 F5Y 708 n 122
South Caxal ine 240 “s [ 1] “us ) kd
South Dekota 408 [3F] 788 - 613 o 106
Termessss 189 e m 394 4 68
Toas 221 426 1,778 €26 4 3
Utah 439 (7] 1,497 644 70 111
Veront $96 801 1,685 801 L 138
Virginia 3 582 74 552 60 95
s78 283 1,741 78 8s 135
West Virginia 312 17 1,153 517 56 ]
649 854 1,413 854 93 17
Wycming 390 595 722 595 65 102

Source: Department of Health and Human Services



Table 12 - AFC Jammry 1587 Breskeven foints, Pasdly of 4, Aftar 12 dootiw, by state
. (rild care, 907 work
opense, $75

Preskoven as a o
N pazoent

185
N Computed of nesd std. Breskeven  Toverty level Minimm vage
Mximam  Breakeven

-3
L]

Nabens s som tm u » i
Alaska 23 "8 1,523 9 7 158
Arizora 333 s 1,450 s a 7
Arkaneas 4 2% 505 29 33 s2
Califomis 4 209 1,358 809 s 13
Colosado 420 €95 944 ass 4 .8
593 “ 1,09 [ 7] 15
Delmare 363 Pt I o8 4 7
D.C. @ saz 1,610 502 ss %
Florida 2% m %56 373 a “
Georgla 302 m % m 4, s
il 846 [+ 1,010 1 58 1
dako kT as 1,160 Qs “ . T2
TNlinois 3% "o 1,319 «3 « ‘76
Indiara 316 1 o, 391 Q [
Iom “w s1 1,00 518 2l »
Kansas 436 s11 07 s11 56 ]
Fantucky 4% m 48 m 35 ss '
Louisisna 2 309 1,36 309 u $3
aine @ 6 1,200 S64 6 ”
‘aryland as 1,062 490 53 “ '
Massactusetts $56 631 1,029 631 [ 109 [
Michigan 53 3t 1,25 PITR « 108 © g
Missisaippt a 219 h-1 brd - -1 '
Mesourt 3% 401 73 T . ©
Montana 423 500 MY 500 ss s
Mebraska 420 a5 ™m 495 4 s
Novada 41 a6 1 a6 s T2
W Hespehire 4351 26 ©se 526 57 28
Hae Jaxwey %S 540 %60 540 59 3
Naw Maxico R 33 ) k] 579 s 42 (24
Maw Yoek 896 m 1,103 o 7 1¢
dorth Caxolina 26 e 95 344 38 s
North Dakota e 529 840 29 £ ”n
Chio m 4“ 1,50 4« «o ” .
Oklahome 384 4 1,07 45 s0 ”
Oregon "2 557 "2 857 '3 %
Permaylvenia 51 526 1,39 526 S7 n
Shode Island $03 18 21 719 3] 100
Souwth Caroline 240 1S sq 315 n s
South Dakota 408 w 788 o 53 o
Tennessse 189 264 ™ 68 29 43
Toas > 2% 1,278 29 32 s1
Urab 99 s 1,4 S| % »
Vermont 59 m 1,688 ,m 2 u:
Virginia W 714 o 7
washirgton s18 1,741 €53 7 12
West Virginia 312 3 1,19 it 4 @ (2]
Wisconsin e 72¢ 1,413 T34 ] 128
Wycaming %0 s m “5 s1 ]

Source: Department of Health and Human Services
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. APPENDIX ' ’
ST O CALPITA = HOALIN A WELAMAY ASRCY ‘—_—"'A PRI 0F 00, SISVCES

GENERAL PROVISIONS g
Lo
c ] .

PARTICIPANT CONTRACT _
. WORo & ek qu
. L]
L INTRODUCTION
This comtract is an agr b you. e ond
mmmwmwmmwummwnauwommmwmmmmmwu
called Gresser A for indep or GAN.

mbmmmwumm}wmwmmmmwumumo«mmwmmmwnm
to perncioete i GAIN or you voiunteer 10 parncipste i GAIN. : .

You and the person gowg over the weth you opr ive) will both inrtis! each section of the genersi provisions of tha -
CONtract 10 show that the Section has been expiamned (0 You 8nd that YOU UNGErSIENd what it MEsNs. ASk Sy GUSIONS YOU have sbout the

County Representative’s initisie Your intials

2. ORSCRIPTION : . o5
‘rlnMNnroomnwilgivoyoumuhdpmlmmkmnmunmmhmlmmmumuwmhm
me&lmnmmmmnwunugnmmtmﬂ, notrequired tO par you can still
voluneer. , . *4,"

Some of the services you €8 GOt 818 job SaIrch Sarvices, Sdult edUCEKon, ENGlieN-88-3-90CONG-LanguAge INBLrUCTION. VOCATION: |
€GUCIDON, ON-the-job treinng, 8nd work eXpenence essignments. The Services that you GEY Gepend on things like your j0b history.
eduCSDOn, experience, skills and interests, snd the kinds of jobs n the sres where Yo iive.

Most participants will get job s88rch Services of 90 10 8dult edk asther first . The wettare office will work with you to 8gres on
other services that sre best for you.
mﬁﬁnmmmhmm,lhmm.w.mmunammmmlhm.
t@.uwumnmmmemmmuvwmwm‘

The perticipstion requirements and the services the welfare department will provide 8re listed in this contract. The contract will be
Changed when there 478 ChanNges in YOUr program actwimies.

County Representatrve’s initiale
11l. COUNTY WELFARE DEPARTMENT RESPONSIBILITIES

A EMPLOYMENT SERVICES

The weifare department must offer many different services to heip you find and keep a j0b. Esch county must have services that will
Mbmumwnmwmmmmmmnnmmm?mmmmmmmm

Job Search Workshops give Classroom training on how to find jobs. This traning ncludes basic job sasrch
skills. jod interview skills, understanding emplover requirements, and how to build seif-confidence.

Superviesd Job Search 13 a wey of looking for work which mcludes cailing empiovers (0 S6t UD iNterviews and
getung reterred to jobs. This will be closely supervised and d by an who works
mmmﬁ.{comu.

Job Club 15 made up of both (ob sesrch workshaops 8nd SUDErVised job sedrch.

Job Placement inciudes referrals to jobe listed with the Stste Empioyment Deveiopment Department or to
other jobs.

Job Development 13 when an empi
Unsupervised Job Search i iooking for work 0n your own 8nd 16t ting DECK 8t IeSST Every twO Weeks 2bout
YOUT Progress.

Empioyment Counseling heips You (0 decide on the gt empioyment goais. and to dentfy snd soive the
problems that might keep you from those Qosts.

Your inK:iais

works writh you t0 heip you look for 3 j00.

0000000

e
~og OF e

(CONTWLED)

i
i



H there are any changes w your

8. Nosly — - -
Need 1Or SUPPOTDIVE BErvices.
lmmmmmwmwmmm“nmnmnuuunumoomhmwwoc

B WHATY NAMM 1# YOU DO NOT PARTICIPATE .
¥ you $0 not participees, the follewing steps, in this erder. will happen.

1. Couse Deserminstion
¥ you do not meet GAIN program requirements. You have the nght 10 explain why you didn't meet the requirements. The weifere
depertment will decide i there was 8 good resson. The reasons are ksted i the law, snd the weitare office must et you know
what they sre belore You SN thes contract. N vou have 8 9ood resson for Nt pAruCIHETING. Ihe wel are office will work with you to
Make ChANges 80 yOu CON PArtsipste. HWMQMWMMnmmm?’umMunNMwwo

) YOU DEgIN PITDCIDEENG 290N, YOU Will NGt NIV 10 PErbEIDets. .‘w
2 Coneliigtion ’ )m
¥ you do not mest GAIN program regurements, and the weltare office decides there wes not 8 good resson, mmtmﬂoﬂ\\o

have another welare worker review the Caee and work with YOu S0 YOU G MEEt the pYOgram requirements. N this doesn theip.
the weltare office will work with you for up 10 30 days 10 heip yeu meet the regquiréments. This s calied ““concikabon.”

3 Money Mansgement o
(Thes stap will not 8pply 10 YOU if YOU 800 § vOlunteer in the program.) :

The first bme you fail 10 Mest the Program rEQUIreMEeNnts without 8§ good reason and if you still don't meet them after the 30-day
conciliston penad, there will be 8 3-momh period of Monsy Menagement. Dunng ths 1M, SOMEONS #ise Wil NSNS Your
tamwiy’s cash oud for you. The weltare affice will Shoose SOMEONS 10 $8nd YOUr 8id to. mwmmmwwmm

money. Thus penad can be shorened if Yeu SPree 10 MEEt N ProgriMM rEQUITeIMents.
4 Cash Ald Swpped or Lowered (Pinanciel Senctiens)
(Thes 5300 wili not Spply 10 you if YOu 878 8 vOluNteer in the program.}

¥ you still don’'t mest the requirements sher the MoNey MENSYEMent Penad. vour family s cash 8« will e $10008d OF iowered.
{Your tamiiy’s cash 58 will B RoPoed if YOU GON 't MEST PIOPTEM MGUNEMENts 3nd YOU 808 S1ther the only ehgile chwid in your sid

»

€800, Or YOU 878 3N UNEMDIOYSd parent whaen the only 70U Q8t weltere 18 your Otherwse. your famiv's
cash g will Do lowered iNswad of $opDed.) Your family's cash 51d will 8180 be 9100000 Of lowered if you JON 't Meet Program
nts without good more than 0nce and conchaton does Not work. The first hme vour family § cash aid 18

WﬂMumlNhanMW H 118 NECESSATY 10 ST0D Or Iower your family's Cash axi 398N, itwallde
for 8 penod of six Mmonthe,

S. Pensity for Volunteers
(Thee 300 does NOt apply 10 YOu i YOU 8re required by lew 10 PartiCIDae.}
¥ you ere not required to Derticipate i GAIN, Dut you voluntesr 8nd don't Meet the requ money 0 " and
ANBNCISI SBNCHIONS WON't S0DIY 10 YOU. INS106d. YOU Will Not De sliowed to DarCIPate in GAIN for 8 months if vou dxd Not Nave &
900d resson for taling to Meet te requIreMents. and you JON't 3Qree 10 par during

C. WHAT YOU CAN 0O IF YOU DO NOT AGREER
There are four different weys YOu COn Drotest 8 program oOr pArHCIDENON EQUITEMENnt that You 30Nt 39ree with. Thete four wavs are

1 State Hearing — This 18 the S8Me Drocess You CN USE WNEN you JON't §GrEE WILH BnY ACHION the welare office takes 80Ut vour
cash axd. You may request 3 rensenng shter the SIEte NESring 0ECISION B reached.
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A 18 when 8 pe! speciaity qualified by educsuion or expenence will work with you to look 8t your

uuu'éu-dmmwm”mummmmmammnummvwnmmw
8 job. During the plan will be Geveioped that wiil show yOur employment goal,

mmuﬂcolomenwwl 4nd how long nt shouid take to reach your gosl.
Job'rulun'hnmmq‘mnbmlumadmmwnmmnmmwummm’mm

Basic Pr . jon (PREP) is 8 work sssignment which gives work sxpenence and training
in work behavior skills. Voumllnuo«mutumubuxmmukmgmmmhm -

Ady d Preemploy Preparstion (PREP) is 8 work assignment which gives additional traming
10 incresse job skills. You will not get regulsr wages but you will keep getung vour
cash aud.

Supported Work is job training to tesch you basic job skills in 8 group setting. It is closely supervised and

slowly grves you experiences with more responsibility. This type of tr8ining 18 peid for. in part, by using ail or
mdmuﬂ\ldmmmoomolov«Mfammnmeahmhknwm.hnhmhﬂgnm

diversion,
Transitionsl Employment 18 job training to uwﬁ you specific job skills in 8 work setting. The j0b 15 set up for
YOU 8Nnd YOU MBY reCeve SOMe training 10 your assignment before you report to your work place. This type
of traiming is pasd for, in part, by using all or pert of your cash 8xd 10 pay the trainer back {or thw wages you get
from hin or her. Thus s called gram dwersion.

Adult Basic Education teaches resding, writing and srithmetic that 18 needed 10 get 8 j0b or needed before
D YOU O 0N 1o other activities. Thu includes classes 10 get @ high school diploma or something equal 10 3 diploma

DDDDDD

like & general sch J op! (GED) cerntif ™
D Colege programs teach employment skills that are needed for comu;\ 1obe.
e
Vocational !nolbh 88 & Second Language te Engl hed with Job training 1o Participants who do
O fa spesk English, e . .

8. SUPPOAMIVE STRVICES

The county wolfuo depanmaent must pay for 8nd $1Tange. or NeIp YOU SITRNQE. CErTEIN S8rvices thaT you Need 1o participate In GAIN If
nis pay must be made to you 30 you do not have 1o pay for any of these services. These services are

‘descnbed b«ew

o Child Care must be arranged and pawd for any of your ciiidren who are under 12 vesrs okd if you need it to

DAruCIDate. You ¢an choose the lund of chuld care you want. Payments will be made 8t the rate that 1s normalily

" charged inthe 8res where you Irve. Payment s 2130 avaiiabie for reiatives. fnends. or naghdors who take care of
your chiidren. I veu find a reguiar job and go off wetfere, the county wetitare office must psy for your child care

for another three months if you need 1.

o Transportation expenses Must be D8id uP 10 Certain imis for you 10 iravel to and from vourGAlN assignment
and for you and your chuidren to travel to and from child care proviosrs.

e  Work or Training Related E must be paxd up to certain limitg for things like books, tools. and special
clothing when 118 determined that they sre required for you 10 PFIICIDS1e.

Py i C. ding for pe reiated 10 your Partic'pation in GAIN must bs provided to you if you need it 1o
umc-uto and i the service 18 available under the COUnty's Aormal system.

C. The county weifare depaniment must meet the terms agreed 1o in this contract. If they do not. you o niA Nave to participate until thev
mest the terms.
) Your initials

County Repr s
IV. PARTICIPANT DUTIES, RESPONSIBILITIES, AND RIGHTS —
A. WHAT YOU MUST DO:
1 :3: c:ﬂ:(o:mm that vou and the county welfare department agree to if you are required to par or if you to

2 Mest the terms agreed to 1n this CONtract uniess you Nave & good resson not 1o.
- 3. Resoond tp any cali-in notices the weilare depanment sencs (0 you.

4 Nouty at —
[N POl NS
attect vour par Y (SUCh a8 employ it liness. g transportation probiems. etc.).

i there are any changes that




2. Pormael Griovence Set by the Unempiloyment insurence Code (Ul Code) — Under this
wth you snd hind out the reason for the problem. The weitars office wiil offer 8 plan for you to follow 10 Soive the

the problem
problem.  you do not 89ree with the weifare ofhes s plan, you can des:

52

Mwa«nﬂﬂlﬂ'«mwmm This process can last up to 30 days.

3 WWMWMWMMMNM—uehmmcmdnmm-mmmmwwupuovml

v Lo

the wettare office will ¢

wmwn Tha wettare office wall work with you to

'S process can be driferent. The weifare office Must teil YOu What your COUnty’'s process s (1ke.
clnbvumnmwmlwummmruumdwuumﬂt Somoonowho-s
and do

4. Ind o = This pe
d with the o ,vnmrodcu will review your
mdw:mmmmmlumwmwmmmmm

The process you can use depends on the

you ar

d ding on the

may or may natbe
ng. ‘Ihmdmmucuwnmdmuncmm Nwm\mwﬂmlmmm 18 described, the

Whether or NOt YOU 8¢ Participati
wepifare depariment will explaen the processes you ¢an use.
PROCESS YOU DO MONEY MANAGEMENT
. SITUATION CAN USS Ot SANCTIONS APPLY? PROCESS YOU CANNOT USE
You don't sign e bise $tate heanng N you request & Ka Neanng Forms! gnevence st by the
comract. Belore money manasgement Ut Code. or formai grievence
O SANCIIONS ML, MONSY 98t by the boerd of supervisors.
MANYEMENT OF SANCTIONS OF INGSDENcent 88sesIMent
cannot be saphed unti sfter
the heenng 18 decrded
‘3
¥ you request 8 state hesrng ‘
sfter money mansgement or -
181CTI0NS SN, Money v
management o s8nctons apoly.
You dusagree with the indeoendent No money mansgemenm or Sate heanng or formal
resuits of an assessment. assessment sanctions spply grevence sat by the Ul Code.
or tormal grievence set by
the board of suoervsors
You disegree with the Siate heanng it you request 8 state hesrng Formai gnavence st by the Ul
resuits of the independent before money management or Code. or torma! grievencs set
stsesgment. SANCHONE SLANT, MONeY by 1he Boerd of suoervisors, of
MANEGEMent Or SANCHONS NGeOENGeNt 3530asMent
. ¢annot be s00ied unti after
. the Nesrng 1 decrded.
H you reqUest § state heenng
after money manegement or
£8NCHONS SN, MONEY
MaNsgement or SANCTIONS
apply
You thieagree with the results State heanng MOonsy managerment of SancHIONS Formal grevance set by the Ul
ot 8 mate neaning. irenesring) would spoly if ordered by he Code or formal grievance set by
resuits of (N BMe NESIING e board of suDervsors. or
INGEDANGENT S53ESEMENt
You beleve a requirement State heanng. or No money " or
OF asngnNMent aoesnt fn formal grevence 00ty
YOU! CONTract or shoukd $01 by the Ut Code.
not be aliowed under the or formal gnevence
program. and you Leep 20t by the boera
CMNCINENNG. of supervisors
You belweve a requirement or State heanng or N you requenT & stite NeBINg Formai grievence set Dy the
2sBnment doesn t it your formal grievence betore MONeY Mansgement U Cooe of 1naspencent
CONract or $Nould NOt be 301 by the board Of SBNCLIONS ST MONSY sassment
iovess unase tha Drograem. of suservisors Management or sanctions

13 yOu G0N t PaTICIDETE

cannot be sophed unti atier
the Nesnng 18 cacoed

it yOu reQuest 3 state Nearng
after MONEY MINSQEMENT OF
SANCIIONS LN, MONeY

MaNnsQeMment or sanctons Spoly

1t vou request & formal
money

v
Of SANCTIONS SODIY

CONTINVEDY

R
agga0re



PROCENS 00 MONEY MANASBMENT
SITUATION euun;w OR SANCTIONG APRLY? N PROCESS YOU CANNOT USE
You disngree the resuits $0t0 hearng ¥ you di¢ net OrDCew : Formai gnevence set by the
dtm'mu Quring the formel gnevence Ut Code, or formal gnevence
PrOCESS MONSY MANSEEMent S0 Oy e boerd of SUDerVeors,
OF SONStens Sply, OF NGIPENTIN 288080MOt
You d1segres wah money Sume hesnng
MANEQEMEnt Of SANChHONE. : .

As long
services

88 YOU DAMICIDSTe duning sny of the srtustions deecribed abave, the county weifare department will keep paying for vour supponive

You have the nght to get legal 8cvice during any of these Drocesses. f You need help, you Can contact your leget 8«d office at the address beiow:

County Representative’s :nmals

Your nrtials ._._..__..‘

V. EXEMPTIONS/DEFERRALS
A. EXEMPT
-
You are not requwed to register for GAIN if you:

@ Are 3 chid under 1§ years old.
® Arg 8 chiki who 18 16, 17, or 18 years oid but you 9o to 5chool (not college) full ime.
® Arg temporarily ill or injured and the Hiness or injury would keep you from working.
©® Arg over 64 years oid.
® Are physically or mentaily unsbie to work, of you are pregnant. -
o Live 30 far away from the weitare office or servce provider thet you Cannot parucipate.
® Must stay home to take care of m the b hold who 3 unabie to care for himself or herself.
® Are the parent or caretsker of 3 crvid under 8 and you are respons:ble for pronding full ime care for the child.
@ Mave snother adult in the home participating 1n GAIN.
-y

CONTINGED:
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omumwmﬁmmumwmmmm;mmuuwwm )
® Are 8 parent who is not the pANciosl wege eerner whan the pRNGNel Wege S8rNer in the home 18 registered for GAIN.

The weifere office can ask for proof that you meet sny of the sbove conditions. .

8. ORFERARED ’
You must register for GAIN, dut may not have 10 parhGipate until your situstion changes if you:

Are 8 parent who has 8 child under 8 years old and you are enrolied in school for st lesst 12 units of credit.

.

.
o Are dependent on drugs or slcohol,

@ Heve emotionsl or mental problems.

® Are having legsl difficulties, Such 8¢ required court sppearsnces. -
® Do not have the legel NGt 1o work i the Unrted States.

« Are hawng a severe tamily criss. ‘

Are in good standing 1n 8 uron that controls referrals and hinng.
Are wmporsrily isid off from 8 job wrth 8 definnte cail-back date.

. Are working 18 or more hours per week. v
Have 8 temporary iness or have 8 famiy member wha is snly i, - ]
The weitare office cen sek for proot of your when d. The weifsre office will review your situation st least
overy s months. .o
Courey Repr X} Your intiale

MOLEO S




AT 8 CAIOIIA = NIALTY ARD NELAAS AQIICY : Pnan 00 00w, sovces |
Jos cLUB : B
BASIC CONTRACT #1 . Imm R

. lﬁ

SPECIFIC PROVISIONS

L. PARTICIPANT RESPONSIBILITIRS
A. | undersiand that | Must Meet the DAFTICIDAION rEQUITEMENts in this CONTract beCsUSe:

1 hove not had 8 job in the pest two yeery:;
My cash 8id has ot been soDDed two OF MOre times due 10 My eMPIoYMent in the Pest three years; and

The tests | took show that | do nat have 10 o t 8chool to lesm 10 speak English, reed. write or do simple srithmetic or 10

9ot » GED
8. Job Club has been described to me.
| sgree to attend Job Club for three weeks, uniess | find 8 job before then,

[}

&
5

lmqmneenujnhlmioﬂcudwlno.ummlfuwnooodnuoan«u.lhmm*ﬁnmmmmuu

|wmlnmhmwwlﬁﬁIMmewmmilwmmﬂu

C. | need these SUPPOrtive 38rviCes 10 DAFICIDStE: )
Child Care: | nesd the weitere office to heip me arrange and/ or pay for ehikd clire for my childiren) who are under
Ianold.lwn@mmomwumdwwinmmlmmm.

Transportation: | need the weltere office 10 pay for my transportanion 10 and from the sssignment and 10 and
'rommveruldcanM.lawntommwmwumamwnnmmnmmm.
Werk or Treining Relsted E: | am required 10 have extrs things like specis! clothes, books or 100is for thwe
aw.iwmwm,mtow&m.ommlwnmmmommam
exira axpenses if they ask me.

Personal Counseling: 1 €8n request personal counseling if | need 1t to help me with problems that affect my
parcipstion, 8nd the county will srrange nt for me it ® & svailsble under services the county airesdy has. | .
need the county 1o arrange personal counseling for me. = .

Il. COUNTY WELFARE U\IPARTMENT RESPONSIBILITIRS

0O o
g a

agrees to pay

A, mmmomwmmmywmwumnmmnnmmmm
specific chud care

Gummmmmmmmmuwdmfoerummuummm.m
srrangements will be kept in your case file 8nd will be bincng as part of thus contract.

O You do not need paxd child care bacsuse:

8. Thommmwwmwmm
lovvoulmmmldrommmmcnanmmmmmm-:
—

€xXPONses 10 and from the assignment. ncluding transportation

O Pubiic ranspormuon:

QT other

O You do nex need pant transportation b

C. The weifsre depertment agrees 10 pay for 8pPropnate work or traiming related expenses.
C You do not have 80y work or training relsted expenses at this tme.

Am1d e HCONTINUED)

PAGE 1 OF 2
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0. The weliere depertment sgrese 10 arrangs for personsl counseling for You if the county determines you nesd i and the servics is
oveilable UNGer GnEting COUNty SErvIoes. N
3 Yeu de net nesd personsl counseling et this time.
3 Personet counseling is not svailsbie under exising county services X this time.

€ The weilsre deptrument sgreas 10 kesp the specific arrengaments for SUDPOrtive S6rViICES in your case file and W give You 8
copy of those srrengements. v ., . o

AL ADDITIONAL PROVISIONS
A

|
i
i
3
:
i
I
iz
H
i
i
ix

;
i
i
¢
i
|
:

. ’.."‘_;
£ twmmmumuwwmmmm|mm‘5emummmmmu
oluse 15 Mest the requirements of ths CONract without 8 good resson. | have besm I What thess ressons could be.

F. | understend thet | have three working days to think sbout the terms of this contrsct sfter |
b tlwmnlm'twmmmduﬁmlmwmmmu
¢ —— O e} Dalore —_—" ==
| understand thet i | don't tell the worker before then, the terms of this contract are contidered final. | understand that
it any chenges to the wrms of the CONtract are agreed to during the three-asy consideration penad. the changed contract
will idered — .
~ln o ﬁnnlu — on = | understand thet | can tske this contract to my legal

i — 1

PARRCI § AR ‘[Eﬁ‘

Co Ty

g — [~

PAGE20F2
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SRASE OF CALIOMIA = HEALTY AND WIRSARS ABINCY OFWITIBN OF 500A. SUNACES

JOB CLUB/JOB SEARCH E . 1
BASIC CONTRACT #2 : - T [

SPECIFIC PROVISIONS

L PARTICIPANT RESPONSIBILITIES . . o
A. | understand that | must Meet the participation requirements in this contract becsuse:
1 have had & job in the pest two yesrs:

My cash sid has not been stopped two or more times due 10 my employment in the past three years: and
The tests | took show that | do not have 1o go to school to learn to spesk English, read, write or do simpie srthmaetic or 1o
wuetpmm..
& Job Club and Supervised Job Search have been described to me.
1 sgree w0 sttend
"0 Job Club for three weeks. uniess | find.g job first; or
Q0 Supervised Job Search for three weeks. uniess | find s job first.
“BeanGe [T

Iuroowomamﬂmhoﬂwnmm.ummmnwoarmnau.lmmmnm!mummuu.
lmmmﬂlwmhmmwcmmmmupmhuimoimvlwoﬂmmc

C 1 need these SuppOrtive Services 10 partC:pate:
Child Care: | need the weifare office to help me arrange and/or pay for child care for my childiren) who are under
12 years old. | agree 10 give the weifare office proof of my child care costs if they ask me.

Transportation: | need the weifere office to pay for my transportation to end from the sssignment snd to and

from my cmid care provider. | agres 1o gve the weifare offica proof of my transprv: saon costs f they ssk me. Q3
Work or Training Related Expenses: | am raquired 10 have extrs things like spacial Giothes. books or tools for this ~
signment. | need the wetfare office 10 Dy 10r these extra things. | agree (o \ive tho weitare office proof of these

exira expenses if they ask me. O Qa

Parsonal Counesling: | can request personsl counseling if | nead it 10 help me with problems that sffect my
partcipstion, and the county will arrange it for me if it is svailsble under services the county already has. | a =
-

Need the county 1o arrange persanal counseling for me.

vis$ wNO

]
a

IL. COUNTY WELFARE DEPARTMENT RESPONSIBILITIES

A. The weifare depsriment sgrees to help You arange child care if vou need t to particioate. The weifare depantment agrees 10 pav
for your chiid care costs that are within the normal range of costs for child care in the srea where you live. The specific chia care
srrangements wiil be kept 1n your case file and will be binding as part of this contract.

QO You do not need pasd child care b

8. The weifere department agrees 10 pay for necessary transportation expenses 1o and from- the assignment. including transportatior
for you.and your childiren) 1o and from child care, based on the follownng rates:

O public transporauion:
0 other :
O vou do nit need pard transportation

C.  The weifare decsrtment agrees to pay for 80propriate work or training reisted expenses.
O You do not have any work or training related expenses at this tma.

GAM I 00 [T: J60) PAGE 1 OF 2
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. ADDITIONAL PROVISIONS

A

’ mimmumwmmmmmunmuamh

The wellsre depertment agrees (o kesp the epecific errangements for suppOrtive services in your ciee fils end K give you &
0opy of thoss srrengements.

vnderstand that | do not have to perticipate until the specific arrsngements for core,
mmmw«quMMMlemmm

| understand thet ¥ | don’t telk the weltere { — uwlﬂm

wmmmmuhmmmmmwmmmm?mmmm
| undermand that | must keep perticipsting in GAIN activities if | don't heve & jo“ when this sesignment is finished,
whiat My New requirements

lwummﬂmuWhmm“M'mmJ&mdmm““aiﬂw
refuse 10 meet the requirements of Mmmomnmlmmwmmmm

! understand that | have thres working days tc think sbout the terms of this contract after !
sign i | undermand that H | don't agres with the terms of this contract. | must il the weifers worker *
{ n } before e O

the terme of this contract sre contidered finsl. | undersand that

. C
1 undermand that i | don't tell the worker before then,
it sny chenges to the terms of this COntract are 8greed 10 dunng the three-dey CONSINErETION Penod. the changed comract
will be ' d finel ot on . | understend that | can take this COMTact %0 my J
aed office for sdvice. — e oo
0 — 1
) N
g ey
TOMIY WSS COMGTMIN SEIRIT APV T BN AN
PAGE 2 OF 2
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AT P CAGRONIA = HEALTH AND WELAAGS ASICY

ASSESSMENT ‘ _—

BASIC CONTRACT #3

SPECIFIC PROVISIONS

k. PARTICIPANT RESPONSIBILITINS

A. | understand that | must meet the Participstion requi n thus [
My cash #id has been $:0pped two Or More Limes in the past three years due to my employment: end

Tmlwmmlammnpnwwmwwwuh.Mmo.wpasmmwto

get & GED
& 1 agree to particioste in an sssessment of my skills snd needs uniess | fing 8 job first. .
| understand that the purpase of the s to op an plan that will heip determine what kind of job
SOrVICES 3nd/Or training or education program is best for me. :
KATOn O ASSESINGH
AT . lm

lmn‘munlumwwn‘hmnmmdmwmlmrnmmnmrwwmmumw
snather qualified person who is not connected with tha weltare department. L
| sgree to sccent & job i one is offered 1o me, uniess | have a good reason not (0. | have been told whet thesa ressons could be.

1 understnd that | 3o not have to sccept 8 job it | would end up with less income then if | steyed on cash sd.

C | need these suppOrTive sarvices to participets:
Child Care: 1 need the weifsre office to heip me srrange and/or pay for child care for my childiren) who sre under
12 vesry old. | sgree to give the wetfare office proof of my chuld care costs if they ask me. O Q
Trensportstion: | nesd the weifere office to pay for my transportstion to and from the assignment and to and
from my child care provider. | 8gree to give the weltare office proof of my transportation costs if they ssk me. o0
Work or Training Related Expenses: | am required to have extra things like special clothes. books or tools for thus
ssmgnment. | need the wettare office 10 pay for thess extra things. | agree 1o grve the weitare office proot of these
extrs expenses if they ssk me. Q Q

Porsonsl Counssling: | can request personal counseting if | need it 1o help me with problems that stfect my
parmapanon. and the county will errange 1t for me if it 18 avaiable under senices the county siresdy hes. | a o

need the county to arrange personsl counseling for me.

Yis§ NO

il. COUNTY WELFARE DEPARTMENT RESPONSIBILITIES

A, mmomnrnl|ohdammmehiwwoﬂmnmnnmmuumwmomﬂmmogrmmuy
hrmdwmmmulumnmmﬂmdmmwmmmuuw‘munmwmwwwo

srrangements will be kept in your case file and will be binding as part of this contract.
Q' You do nax need paid child care because:

3.. The weifare department agrees to pay for necessary transponation expenses 10 and from the assignment, inciuding transportation
for you and your childiren) to and from child care, Dased on the following rates:

O sublic ransponation:
O other:
3 You do nat need pasd transportation b

he weitare depsrtment 8grees to pay 10r 30OrODIIStE WOrk OF Lr8INING reiated expenses.
O You g0 not have a0y work or training relsted expenses st tus timg.

PAGE 1 OF 2
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0. mwwwtommbrmmmhwbvmuunmmmmmmdnmmmu
aveiladle UNGEr EXIBLING COUNtY SOTVICES. . '
(m] Voudonaucummmumm . ;

1 Personal counssling is nct svaileble under existing county services at this time.

| 3 mmﬂmwwwwmwﬂmwowmmmmuuﬁbwwgmma

copy of those arTangements.

#l. ADDITIONAL PROVISIONS
A lummlnmhmwmounﬂlmwbmmmu!uehddwo.mnmnnbn work snd
mmin.nlloﬂ-unulmd/ parsonsl counseling have been made, | understend that the details of these arrangements wnll
be kept in my case file snd wuli be binding as part of thvs contract. | undersisnd that | will be gwven 8 copy of these
8. 1 understang that | must tell the weifars worker | — L )any ume my
SUPDOTTivE  SOrVICeS  STaNgeMents or needs change, and thm these changes wall be written down and kept in my case
file. The Iatest arrangemants agreed to between the weitare office and me will take the place of the arrangements in this
contract and will be binding.
C. | understand that # | don't tell the weifere worker ( = OIW)MI'\V

Changes in my clwid care. of in 8ny Other supportive services, the weitare affice might nat pay for the change In services.

D. | understand that | must keep perticipating i GAIN activities if | don't have 3 job .when this sssignment 18 fimished,
uniess | become exempt or o«m 1 understand that this contract will be amended st that e 10 Show what my new requirements

wnil be. w

E 'anﬂmlmeuhmmlnlwsddbvmoomom.nw:mvmwmwumdmuehmnludm
refuse to meet the requirements of this comract without 8 good resson. lmmwmnmurummmu .

F. | understand that | have three warking deys to think sbout the terms of this coatract after |
sign it | understand thet it | don't sgree with the terms of this conract, | mus tell the welsre worker
] ) before e on
g oaTh

{ - PO WA
| understand that if | don't tell the worker before’ then, the terms of thus contract are considered finsl. | understand that
if any changes 1o the terms of this CONract are agreed 10 during the three-asy Cunsderstion period. the changed contract

. | understand that | can take thig contract o my legal

will be d finsl at — on i
210 office for advice. ma ]

TCRATS T =
Lo

rnﬁ

oan

ettt ——————————
COUNTY WiLSAAAE OEPARTMII! ALPMERANTATIVE § PRINTED Ratie.

BT T F e v T ——
COUNTY WRLIAT OIPARTMENT REAMIINTATVES SONATUAG
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SLAIS OF ConstORBA = HELIN AN WILSON) ASINCY . SPRATMIEE 09 SO0, SPNCES
ASSESSMENT AFTER JOB CLUB/ -

JOB SEARCH . ;
AMENDMENT #1 . ; [
‘ ‘ - o =

SPECIFIC PROVISIONS

. PARTICIPANT RESPONSISILITIES

A. 1 underszand that | must mest the p IO requir of this cor
" 1 heve completed three weeks of job club or job ssdrch snd have not found 3 job yet.

5. 16900 0 pErTCIDAe in 8 sssessment of my skills and needs. ’

1 UNderatand thet the purpose of the SS3eEsMent 18 K eveiop an empioyment plan that will help determine what kind of job services
Snd/ or UBung o SAUCHUION DrOgreM & Dest for me.

lummum-nawwummmdwmlmmmommwwmmmw
mmmmnwmnmuwﬁmm .

1 59768 10 cONLINUS t0 100k 0r 8 job until My sssessment.
|m«nm-mum‘-m::mmnulmamvmmnlmmwmmmmmmu.
lWmtpmmwwu&almamummcmmalmwm--¢

€. 1need these SUDROTIVE S8rViCes to PIMLICIONS: ‘ vis %o

Child Care: 1 nesd the weifars office 10 help me arrange and/or pay for child cars for my chuldiren) who 8re under
12 vears okl | 39res 10 gve the weitare office proof of my chuld care costs i they ask me. a

4 Tiansportation: | need the welare offics W0 pay ior My TaNIDOrAtON to and from the sssignment and 1o and '
ﬁwmmmmlwumﬁmmmamummmnmum .0 a

0

Work or Traini & 1 am required to have extra things like special clothes. books or t0ols for thes
mimw“dﬁawuh“mwlwnmmmﬂlmwwdlm

mnu\wu\m . aa.
P g: | con dlmnwmmamnuoummumoumv .
.mwmwmﬂmnhmd 1 18 avedsdie unNGer 3ervices the county avesdy has. | oo

nesd the county to 87Tenge personsl counsshng for me.

I COUNTY WELFARE DEPARTMENT RESPONSIBILITIES

A. The welfare department agrees to heip you arrange child care if vou need it 10 Darticiosts. The welfare department agrees 1 oay
for your chwid care cOSts that are withn the normal range of costs for child care i the are3 where you iive. The specific child care
srrangements will be Xept 1 your case file and will be tanding a8 pert of this comrace.-

1 You 6o not need pad ciwid care b

8. The weitere depsriment sgrees 10 pay for (owhmmwmnwuanvmm
lwmmmrmm)wmhwmuwtwonmmmn
O Pubke ransoor

= Otner

. You do Nt Need DD transportauion d

C. The welfare Separntment 39ree8 10 Doy 0¥ LOrODAISLE WO OF Ir3iMNg reistea expenses.
w} You 90 NOt NEve BNy work OF Urang related expenses 8t this tmae.

CONTINUEDY E N PAGET OF 1
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o mmm“umbmmbmlummmmcwumn
oveilsiie UNEET EEIBING COUNSY SOrVILES.

O You ¢9 net nees persenel counssling st thes twne.
Poresnsl counssling s Net sveilebis UNer GUBLNG COUNTY SONVICES Bt thl time.

0. !mniM“mmm“mdlm\m.ﬂ'mmamulmu
mnmmuumummmnmnum-mmommmmwm

will be.

G. | understeng that | have three warking days te think ebout the terms of this contrsct after |
on A | undermand that @ | Gen't 0gree with !e Wrms of tus coMract. | mum toll the weliers worker

1 ungermand thax # 't toll (e worker Defore then, the terms of thes contract sre conmoered hnel. | understand that
& ary changes 10 the terme of (s CONFEE 878 89resd 10 dunng the UWes-GlY CONSIKGEratON PENOd. the Changed COMIbCt
will be conmderad final &t r— on = 1 understand that | con thks ths CONTECE 0 my legal
s offvom fer sowoe.

i —

L Jﬂ

K -y~

kg1 3 [
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GUAIE OF CAUSORIBE = HBALTM AND WILAAME AGIICY CEPAATMING OF SO0, SRACES

POST ASSESSMENT TRAINING |
AMENDMIENT #2 Im—:—.ﬁ—'_—'—
th
SPECIFIC PROVISIONS ) -
. ) ' .

I PARTICIPANT RESPONSIBSILITIES

A .| understand that | must meet the participation requirements of thig contract smendment becsuse:
1 have had sn sssessment and deveioped 8n employment plan. Based on the results of my
shows that training in the ares of
will best heip me resch my gosl. My gos! under thig program s to get & job 1n thet eres.

8. 1 agree 10 parucipsts in the followeng training programis):

my L plan

.

{Attach additions] peges if more then one training program is agreed to.)

lownm'ummomim Program as required. to make ssusfactory progress, and to complete the program.

1 H my assignment invoives on-the-job traINING. SUPDOMEd WOk, Of TENSNIONS! SMDIoYMEnt. | 80ree to have my cash &1d paid to my
ompiover 10 help pay for my wages. | understand that as iong 28 1 p I will bepeid st least ch 88 my cash 81d would have
been.

1 understand that | have up 10 thirty days 10 request & Chang in SSSIQAMENTS once the rainmng 13 begun. | understand | can only
request & change once. If the weitare department sgrees to the change. | sgree to amend the contract to reflect the change.

C OO T™e raining program thae | sgreed to attend does not degin untl 18gree to par n the fol 9100
., seerch sctwity until | begin the training program-

TVl OF JOB SEAACH ACTITY
(I 1’:‘5&
[ ]
0. 1 agree 10 accept any job that fits the goals of my empioy plan. | v d that by 9 8 job. | may go off of cash ad.
€ 1 need these supportive services 10 parucipate: R Yes NO
Child Care: | need the welfare office to heip me arrange ands or pay for child care for muehiidiren) who 8re under
12 vears oid. | agree 10 give the welfsre office proof of my child care costs if they ask me. g
Transportation: | need the weltare office to psy for my transportanion (o and from the assignment and to and
trom my child care provider. | agree to give the weltare office proof of my transponation costs if they 8sk me. a a
Work or Training Related E. 1| am required 10 have extra things like special clothes. books of tools for thig
assignmaent. | need the wetifere office 1o pay for these extrs tRings. | agree 10 give the weitare office proof of these
exira expensas if thay ask me. o c
P i C King: | can req personal counseiing if | need 1t to help Me with prodblems that sffect my
parucipstion. and the county will srrange n for me if it 1s avaisbie under services tne county aiready has. | aa
=

need the county to arrange personal counseling for me.

S i 0o \CONTINGED! ‘ %-474 66 PAGE ' OF 3
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COUNTY WELFARE DEPARTMENT RESPONBIBILITIES '
The weifsre department 89rees 10 help you 8rrange chi'd care  you need it 10 participate. The weifars depertment 8grees to pay for
your child care Costs that 8re within the normal range of costs for child care i the eres where you ive. The specific child care
arrangements will be kept in your case file end will be binding ss part of this comract
O You do nox nesd paid child care b .

v~

ﬂ\ommmmwmnmlumnmmwwwmmmmkwvmmm
you and your chiidiren) 10 end from rhild care, besed on the following rates:

O rubdiic vansponation:
QO oher:
O You do not need paud transportation because:

The weifere department agrees 10 pay for BDPropriate work or g el
O You do not have any work or training relsted expenses st this time.
mmmnm.mnrusto.mmlormulmnm-m!uwudmommqum-mmnmnnndmoumco
1$: SvaIlAbIa UNGSr SNSIING COURTY SOrVICS. )

CT You do not need personal counseling st this time. .-a“"

a » i counseling is not availsble under g county services at this time. )
The weilare depsrtment sgrees 10 keep the specific arrangemaents for supportive services in your case file and to gve you &

copy of those errangements.
The welfare department agrees 1o sliow 8 change 10 anather trening sssgnmaent that fits your empioymaent plan. A change will be
aliowed only once, and must be requested within 30 days of starung the traiing sssignNMent agreed to 10 this contract.

ADDITIONAL PROVISIONS
| understand that | do not have to perticipate unul the specific srrangements for child care. transpontstion, work and
training related expentes and/or personal counseling have been made. | understand that the details of these srrangements wili
be keot 1n my case file and will be bincng a8 pert of thus contract. | understand that | wil be gven a copy of the
arrangements. . '
\ "
understand that | must teil the are worker | — n
SUPOOTIIVE  SMVICES  BITENgeMEnts o needs change. and that these changes will be written down and kept 1n my case
file. The Imest srrangements agreed (o between the wellare office and me wnil take the place of the arrangements in this
contract and will be unding.
t understand that if | don‘t tell the weifare worker ( _— "

A =
changes :n my child care. or 1n any other suppormve services. the wetlare office might not pay for the change In services.
| understand that | must keep parucpating n GAIN acuvities f | don't have 8 job when this assignment s finisned,
uniess | become exemot or deferred. | understand that this contract will be smended &t that time 1o Show what My New requirements
will De. -

| understand that my cash aid may be handied by someone e¢ise. and that | may lose all or pant of my cash ad i | tail or
refuse 10 meet the requirements of this contract without 8 good reason | have been tokd wnat thess reasons couid be

1 understand that thig contract dment ¢ the e p of the comract or amaer dated

jany ume mv

lof anv

T PAGE 2 OF 3



G | understand thet | have thrse working days to think sbout the- terms of this contrsct after |
it | understand that | don't egree with the terms of thie contrsct, | must tell the welters worker

sign

( — [ ] e} DOOF® i ON -
] PeOns NUMSEA e - OATE

| understand thet i | don’t telt the worker before then, the terms of this contract sre consdered final. | understend that

it eny chenges to the terme of this contract are agreed to during the three-day consideration period. the chenged contract

will be dered final ot — on = | understand that | csn take this contract to myJegsl 8id

oftice for advice. g o

AAATICIMNTS FAMTED sasig

TRANCIAMTS BORATRE Tant

CORNTY WELFARG CUPAATININ AGPREDDVIATIG S FRNTED Al

COUNTY WIARG GRAAATIASNT RSPRESNTATIVE S BORATUN —oaN
L,

——
[ KX K]
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APPENDIX B

WIN DEMONSTRATION PROJECTS %

1. Arizona

The Arizona WIN Demonstration began June 1, 1982, The major
feature is a three week intensive employment search workshop.
first week focuses on building confidence and self-easteem; the
second week on developing good interviewing skills; and the firal
week on ways of identifying potential employers and the use of the
telephone in scheduling job interviews. Those who are not
successful in finding a job in this three week period receive a
vocational and academic-assessment. The results of this
assessment and the judgment of the local office determine the
selection and sequence of subsequent components. These other
components include job motivation workshops and marketable skills

training.

The

Effective May 1, 1982, Arizona began operating a section 1115
research and demonstration waiver project that allows the De-
partment of Economic Security (DES) to require registration by
parents with children between the ages of three and six years.

2. Arkansas

The Arkansas WIN Demonstration, alsc known as Project Success,
began on September 30, 1982. Project Success emphasizes immadiate
and continuous job search. Each county Project Success unit re-
quires recipients to participate in Job Club, Job Search, and, in
those counties that offer it, Work Experience. Job Club is
generally the initial component assignment. It provides group
employment counseling and training in effective job search tech-
niques in five to ten three hour sessions. Recipients who are
still unemployed after completing Job Club are assigred to Jcb
Search to continue actively seeking employment. After completing
Job Search, participants may be assigned to a Work Experience
position. In the Work Experignce component, registrants are
involved in developing job skills and improving work habits
through unsalaried job training. Registrants may work up to 30
hours per week for a maximum of 12 weeks for each Work Experience

Assignmant.

In conjunction with its WIN Demonstration, Arkansas operated a
section 1115 research and demonstration waiver project that
permite the State’s Department of Human Services (DHS) to require
mothers with children between the ages of three and six years to
register for Project Success unless otherwise exempt. .

*Prepared by the Department of Health and Human Services
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3. California

The California WIN Demonstration project began January 1, 1985,
and is operational in 32 counties, comprising 95% of the State's
caseload. The objectives of the program are to increase tha
number of AFDC registrants who receive employment services; to
increase the number of registrants gvho-ente- employment; and to
decrease WIN-related quality contré? errors. County welfare
departments register and assess pafticipants; the State Employment
Davel opment Departmant, under contract, prepares employability
plans for sach participant and conducts job search workshops.
six counties, applicants are referred to a five-day job search
workshop, followed by a maximum of ten days at the phone bank and,
if nacessary, up to 40 days of independent job search. In the
remaining counties, recipients are referred to a three-day jaob
search workshop, followed by up to 40 days of independent job
search. During the individualized job search period, employment
specialists specify each individual'’'s minimum job search contacts
based on the local labor market and the individual ‘s skills and

circumstances.

In

In San Diego, the "Saturation Work Initiative Model” (SWIM) is
testing the impact of involving at least 75 percent of WIN
registrants in various work and training activities, including job
search, CWEP, and training. The project is in its third year.

California is currently implementing the GAIN (Greater Avenues for
Independence) program, a waiver-only 1115 project. GAIN propozes
to provide work-related activities and services to all emplovyable
welfare recipients and to require their ongoing, open-ended
participation in one or more work activities until they are
employed. The program uses a case management approach of close
contact with the participant and ungoing monitoring of activities.

Under the program, sach county is responsible for developing its
own work program design. Within two years, the county must submit
a plan which is then subject to the approval of the State. It is
currently Uperational in 9 counties, and must be imglemented
statewide by September 1988. The total eligible caseload must be
served by September 1990. County plans must include a minimum
array of services including a variety of job services such as ;ob
search, training, work experience, education, and support
services. Specific participation and service requirements for
participants are established in individual -tontracte between

registrants and the county.

With certain exceptions, registrants are expected to participate
in job search first. Where this is unsuccessful, employment goals
are established, and education or training is normally provided.

Child care is provided for program participants and for former
recipients who have recently transitioned into regular employment.



The program provides a broad definition of "good cause" for
failing to participate and an extended conciliation period prior

to the imposition of_l sanction.

4. Connecticut

The Connecticut WIN Demonstration, "The Job Connection," began on
October 1, 1985. It is operational statewide and serves all
applicants and recipients. Department of Human Resources staff
interview sach client, gather the necessary data to design the
employability plan, arrange for any necessary supportive services,
and refer participants to the Department of Labor for individual
or group job search or referral to training and education. Thea
State Department of Income Maintenance also operates job search
statewide, focusing on unemployed parents, and grant diversion in
four districts, focusing on long-term recipients.

The State also operates a voluntary program for long-term
recipients (10 years or more) emphasizing remedial sducation and

training.

5. Delaware

The Delaware WIN Demonstration began on April 1, 1982. Applicantis
and recipients who are registered and assessed for the WIN
Demonstration may participate in any of the following program
components: Job Factory; Job Readiness Training, Work Experience;
Education or Training; or Independent Job Search (1JS). There are
also three separate programs that target services to groups with
particular needs. The State’s Job Factory component was closed -
temporarily in February, 1985, but reopened in January, 1986.

6. Florida

The Florida WIN Demonstration began on April 1, 1982. The program
includes Qrientation, Job Search and Job Club, and aducation and
training activities. Program emphasis centers on individual and
group Job Search, 0JT, and vocational training.

The State has increased the emphasis on usé’ of Job Clubs for
direct job entry of recipients in jobs, rather than on the earlier

combination of training and placement.

Flaorida began operating .a Grant Diversion program called TRADE in
Octcber of 1983. Operating in conjunction with the WIN Demon-—
stration and the State’'s JTPA, Grant Diversion places recipienrts
in OJT positions that are expected to convert to unsubsidized

employmgnt.
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7. Beorgia

The Georgia WIN Demonstration began January 1, 1985. It is
operational in 7 urban counties. Participants are first assessed
to determine job readiness and barriers to employment. ~Those
deemed job-ready enter structured independent job search, group
job search, or job club for two months. If the participant is
still not employed, he or she is reassessed. Those who are not
job ready may enter institutional training (such as JTPA), on-the-
job training, or CWEP. The State contracts with Employment

Services for employment and support services.

8. Illinois

The Illinois WIN Demonstration began July 1, 1982. The central
feature of the program is Independent Job Search (IJS). Parti-
cipants are required to contact twenty employers sach month and to
spend at least one day every other week in the office to confirm
contacts and improve job search techniques. The IJS activity
continues for at least two months unless a participant obtains a
job sconer. For those not finding a job, a more detailed
employability assessment follows 1JS participation. The
asgessment determines the sequence of components, including educa-
tional training, Job Clubszs and Work Experience.

In February 1984, the State added a regular work experienca
component called the Illinois Work Experience Frogram, or IWEP.
Assignments in IWEP are limited to the regular maximum WIN

duration of 13 weeks.

The State has added two educational components: adult bacic
education and employability skills training. The adult basic
education component, conducted by the State’'s public school
system, is available for those lacking a high school diploma. The
employability skills curriculum, conducted by the State’'s
community colleges, is a week-long intensive orientation to the
world of work. It is offered selectively after the first week of
IJS where an individual need has been identified. Funding and
technical assistance are provided by the State’'s JTFA program.

?. Indiana

Indiana‘’s WIN Demonstration started September 30, 1985, and
operates in 24 counties. Certain functions are provided under
centract by the Employment Services Department; others by tre
Department of Public Welfare. After ar assessment of job history
and skills, education, and necessary support services,
participants enter jaob search or other activities, such as work
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experience or classroom training (including basic skills, GED, or
short-term vocational training). The State makes a special effort
to coordinate with education and training offered through tha
vocational and technical education system and JTPA. -

10. Iowa

The lowa WIN Demonstration began September 3¢, 1983, in the seme
47 counties in which the State has operated its Individual
Education and Training Plan (IETP) since 1949. Iowa’s WIN
Demonstration consists of two models that operate in different
parts of the State: the WIN model and the Coordinated Marpcwer
Services (CMS) model. Services in the WIN model are provided
Jjointly by the Iowa DHS and by the Job Service under contract to
DHS. Services in the CMS model are provided solaly by DHS. The
principal difference is that the WIN model includes significart
individual job search, while the CMS model includes work
experience assignments. In both models, classroom training is
provided when necessary through IETP. Also offered is a Job Club,
a structured four-hours-per-day, four-week course. One week is
training and three weeks are active telephone employer contacts.

The service group priorities start with primary earners in
Unemployed Farent cases, and proceed to volunteers, all other
unemployed registrants, and those already employed part-time.

11, Maine

The Maine WIN Demonstration began April 1, 1982. The program is
operated as a component of the State’'s Welfare Employment,
Education and Training (WEET) program. The program concentrates
on job preparation and training. These activities may vary
locally and include institutional training provided by colleges,
vocational or remedial education, or on-the~job training. Job
Search activities are reserved for those who are assessed as be’' g

job ready.

Effective October 1983, Maine implemented a Brant Diversion
progran entitled “Training Opportunities in the Private Sectar" or
TOPS. Grant Diversion is run jointly with JTPA, although the
level of JTFA involvement varies among the regions in the State.
Selection of participants for Grant Diversion centers on single
mothers who are unemployed at registration and have been AFDC
recipients for at least six consecutive months at program entry.
Farticipants are provided with prevocational training, and field
training (up to twelve weeks in a work experience assignment, with
the support of Training Related Expenses) as appropriate. They
are then placed in private sector on-the-job training positiors

it
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that are expected to become unsubsidized employment at the end of
six months.

12, Maryland

The Maryland WIN Demonstration began on September 30, 1982.
Baltimore City and Wicomico County operated under the WIN Demon-
stration while the remaining counties continued to operate thes re-
gular WIN program. The two WIN Demonstration counties were
allowed to choose from among the following components: Jab Club,
institutional training, work experience, and on-the-job training.
Also operating in Baltimore City and Wicomico County is a section
1115 research and demonstration waiver project called the
Employment Initiatives Project. Its purpose is to test an
alternative work program that offers a menu of employment
activities for the participant provided through a consolidation of
local resources from title IV-A, social services, and employmert

service agencies.

13. Massachusetts

The State’'s original WIN Demonstration began in April, 1982, and
was called the Counprehensive Work and Training Program, or WTP,
Its central feature was known as Diversion and included four
alternatives: direct job entry, supported work, education o~
training, and a five-week job search. Those not regarded as
suitable for the first three alternatives were placad directly

into the five-week job search.

A major redesign of the State’s WIN Demonstration resulted in the
E.T. (Employment and Training) program, which began in October,
1983. Under E.T.:

1) The State appropriated a major expansion of State funds,
principally for child care.

2) WIN mandatory recipients must register with E.T., as with the
former WIN program. However, the State now emphasizes voluntary
aspects of participation in E.T. by drawing attention to the
several choices participants have among the praogram cemponents,
based on their own employment goals. These include basic
education, skills training, job referral, cbh-eer counseling, and

supported work services.

3) The State instituted an extensive marketing approach to both
the employer community and the welfare recipient community to
increase the level of employment for welfare recipients.

4) The DPW negotiated performance-based contracts for variocus
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training and placement services with other State and private
agencies.

14, Michigan

The Michigan WIN Demonstration program, known as the Educatiorn and
Training Program (ETP) began April i, 1982. The program changed
the emphasis in WIN from traditional job development and job
placement to a new emphasis on self placement. The primary
assignment was to structured Job Search or Job Club lasting up to
four weeks. Those who were unemployed at the conclusion of this
assignment are screened by ETP for assignment to adult basic
education, other classroom vocational training, or CWEP. Thre
counties have been free to vary this basic sequence and to develop
their own additional work or training components. CWEP is
frequently used prior toa Job Search or Job Club to update or

establish a work history.

The Michigan CWEP program also began April 1, 1982. 1In addition,
since March !, 1982, Michigan has operated a section 1115 research
and demonstration waiver project. The original set of waivers
included permitting the State’s Department of Social Services
(DSS) to require registration with ETF by three additional groups
of recipients: 1) mothers with children between the ages of six
months and six years unless otherwise exempt; 2) those employed
more than 30 hours per week; and 3) second parents in AFDC/UP
cases. The waiver project also permitted the State to sanction
those who quit or voluntarily reduced their hours on a jab.

Effective June 1, 1985, the State received approval for two
changes in its section 1115 research and demonstration waiver
project. First, the registration requirement for second parents
in AFDC UP cases was dropped. Second, a registration requirement
was added for 16-to-20 year old raecipients not in school and
without a high school diploma or GED.

The State passed legislation in early 1984 that significantly
altered both exemption and participation criter:a not only for the
State’'s WIN Demonstration, but also for several work programs for
BA recipients. The legislation also changed the focus of the
programs to more vocational rehabilitation and skill training, and
shifted participation criteria tc the harder-to-employ. The new
program was called the Michigan Opportunities and Skills Trairing,
or MOST, and became effective in April 1984, MOST established a
series of explicit exemptions from mandatory participation (not
from registration). These participation exemptions included:

a. three or more minor children under age 14;

b. over age 535;

c. youngest child under six months of age;

d. participation in a substance abuse rehatilitation program:
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e, resident in a mental institution within the last five ysars;
f. in prison within the last two years;
g. already participating in job training or education approved

by DSS. _

The MOST legislation also established participation criteria for
selected groups. For instance, mothers between the ages of 16 and
20 (now required to register under a provision of the State’'s
section 1115 waiver project) who lack a high school diploma are
directed exclusively to educational activities for job skills or a
GED, if child care is available. Finally, the MOST legislation
authorized both a Grant Diversion program under section 414 of the
Social Security Act, and a teenage pregnancy prevention program.
These are operated in conjunction with the State’'s WIN
Demonstration. Effective October 1, 1985, the State initiated its

Grant Diversion program in eight counties.

15. N.brqska

Nebraska's WIN Demonstration began in October of 1982. The
program concentrates on Job Search. Individual Job Search
participants are required to make six employer contacts esach week,
and to visit the office one day each week to confirm the

contacts. A more structured Group Job Search component includes a
one-week workshop that prepares participants for employment,
followed by a waek of telephoning employers to arrange job
interviews. Other components include remedial education, training
and 0JT. The State leaves to the counties the determination of

sequence of components.

There has been extensive cross—-training of staff in order to fa-
cilitate tha State’'s sxpansion of coverage without major staff
increases. While the variety of components has not changad since
the first year, the program’'s emphasis has been shifted towards

Broup Job Search.

In May 1985, Nebraska began operating its “"Job Support Project”
under a section 1115 research and demonstration waiver. This
project allows the DSS to require registration by parents with
childrer between the ages of three and six years. The project is
expected to enlarge the State’'s mandatory registrant population by
15 to 20 percent. The State expects an increase over time in the
levels of job entries of about 2% percent.

16. New Jersey

The New Jersey WIN Demonstration began on October 1, 1982. Each
county must operate components that include Group Job Search, 2J7,
and Work Experience. Each county then determines appropriate
component structure and usage. Thus, in six counties Job Search
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is usually the initial componant, while in the other seven
counties, it is selectively assigned after an employability

assessment.

In September 1983, the State received approval to operate a
saction 1115 research and demonstration waiver project for a Grant
Diversion program in four counties. Five additional counties
later askead for and received State authority to implement this
component. Participation in Grant Diversion since its inception
has exceeded 200 registrants. Of the 30 percent who ccmplete
Grant Diversion, nearly all convert to unsubsidized employment.

17. New York

The New York WIN Demonstration began May 1, 1985, and is operating
in nine counties and New York City (together comprising 85%Z of the
State‘s caseload). The State Department of Social Services
contracts with the State Department of Labar for employment and
training services. After appraisal and development of an
employability plan, recipients may participate in supervised jab
search, job clubs, vocatioral counseling, institutional training,
WIN-OJT, WIN work experience, training, or unsubsidized
employment. In addition, the State has CWEF in 20 counties and
has an 1115 project to operate grant diversion in 34 counties.

New York is also operating a Modified WIN (ModWIN) 1115 prcject in
27 counties not under WIN Dema. Under ModWIN:
= There are no mandated support services
- Therae is a 120-day limit on enrollment and registration
-~ State criteria for employability, rather than WIN criteria,
apply :

- There is a minimum of paperwork and streamlined procedures.

18. Okl ahoma

The Oklahoma WIN Demonstration began on Jaruary 1, 1982, as the
Oklahoma Employment and Training program. The State combined its
WIN Demonstration with a CWEP program. In April, 1983, the
State’s Department of Human Services (DHS) added a title IV-A Job
Search program for the entire State. The State retained several
of the regular WIN componerts, including Orientation, Jaob Search,
0JT, and Vocational Training. The State has operated a section
1115 research and demonstration waiver project in cohjunction with
the WIN Demonstration. The waiver permits the DPW to require
mothers with children under ace & to register unless otherwisz
exempt. The State estimates that this waiver provision accounts
for approximately &5 percent of all registrants on hand, and for a
similar percentage of all of the WIN Demonstration job entries.
The State added a Grant Diversion program effective December 1,
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1986, with an initial annual objective of 500 participant
positions.

19. Oregon

Tha Oregon WIN Demonstration began January 1, 1982, The major
feature of the program is job search far AFDC applicants and
recipients. Applicants are required to participate in job search
activities (up to 45 days) as a condition of eligibility for AFDC.
Recipients are required -to participate in job search for unlimited
periods of time with a two-week break every six months.: AFDC
racipients in a self-financed training program may be suspended
from job search for up to 92 days (with exceptions up to one
year). Job Search is preceded by a program orientation and
employability assessment where an action plan is developed and
signed by each registrant. The action plan is updated biennially.
Other activities available to WIN Demonstration registrants
include referrals to JTPA training and 0JT.

Oregon continues to operate its section 1115 research and de-
monstration waiver project entitled Coordinated Job Placement
Project, or CIJPP. The CJPP makes job search mandatory for ap-
plicante and requires WIN Demonstration registration for mothars
or other caretaker raelatives with children betweer. the ages of

three and six.

Effective January 1, 1984, a short term training activity called
“Preparation for Guaranteed Employment"” was implemented for regis-
trants deemed to be relatively hard to place.

Effective March 1, 1985, the CIPP was amended. A section 111%
ressarch and demonstration waiver was approved that allows Oregon
to include a 30-day fixed sanction period for failure to partici-
pate without good cause. If the registrant agrees to particirate
during the sanction period the AFDC grant may be restored.

20. Pennsylvania

The Pennsylvania WIN Demonstration began September 30, 1982, as
the Work Registration Program, or WRP. The program establishad a
six month cycle designed to be rapeated by all mandatory
registrants until they become exempt or leave AFDC. A major
purpose was to avoid the State’'s difficulties in the former WIN
program with large numbers of unassigned mandatory recipierts.

The State’'s WRP cycle starts with two sequential fifteen-day
periods of Job Search. The first was operated by the State's
Office of Employment Security (DES). The second segment was
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called Pannsylvania Employables Program, ar PEP, and was operated
by county welfare offices for those who did not get a job during
the first segment. The PEP operation originally included two
tools not available to the DES segment: contract use of private
employment agencies; and an authorization from the State fcr a
State income tax credit analogous to the federal Targeted Jobe Ta:

Credit.

The State began operation of a CWEP program in March, 1983. ¢&
five-month assignment to CWEF is standard for recipients who had ’
not gotten a job in either of the fifteen-day job search ’
activities. Those still on AFDC at the end of the sixth month are
recycled as new WRP registrants, to repeat the six-month program.

Dpe?ating concurrently with WRP is a section 1115 research and
demonstration waiver project which:

1. tightens the standard illness and incapacity exemption

2. requires recipients otherwise designated as remote from a
WRP site to accept locally available jobs;

J. change the sanction periods from 3 and 6 months,
respectively, to 2 and 3 months.

In addition, the State has been operating a saturated work program
in Philadelphia to test the ffects of requiring participants to
be active in a range of wor activities. The project is in its

third year.

21. South Dakota

The South Dakota WIN Demonstration began on April 1, 1982,
Registrants are first assigned to 40 days in Job Search. Those
who do not find a job are then assigned to specific work sites in
the State’s CWEP program. The State also retains the former WIN
components of (JT, and uses. a "Suspense" status to keep the
recipient registered with the Demonstration for the duration of
the non-WIN work activity, for eligibility and reporting purpcses.

The State has added to their 0JT pragram a Job Related Educaticn
option desigred to enable participants to acquire or develap
gkills to enhance their value to their 0OJT -émployers. Apart from

CWEP participants, the State will now make available a $3.00 per
day training allowance for up to 10 days wher there are idenrtified

travel difficulties or limited economic resources.
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22. Tennessee

Tennessee's WIN Demonstration, the VICTORY Network Program, btegan
October 2, 1985, and.-is operational in 40 counties. In certain
counties the Department of Human Services provides the program
services, while in others the Department of Employment Security or
JTPA provides the services under contract to DHS. After
assessment, job-ready participants enter individual job search,
Jjob clubs, or OJT. Those who are not job ready may be referred
for GED testing, purchased skill training, work experience, 0JT,

or JTPA training.

Literacy assessmnants are available in some counties through the
Adult Basic Education Department. In addition, Shelby County has
a special linkage with the Memphis school system for intervertion

with young school dropouts.

23. Texas

The Texas WIN Demonstration began on March 4, 1982. The primary
component is called Independent Job Search, and concentrates on
individual employment counseling and direct placement. Group Job
Search, or Job Clubs, previously used in the regular WIN progran,
were retained only in a few of the larger offices, due to lack of
space and limited staff. A period of initial job search, varyinrg
in duration with the individual needs of the participants, is a
requirement in some offices for virtually all applicants, with
necessary assistance provided from the Texas Employment Commission
(TEC) or the Department of Human Services (DHS).

The title IV-A Job Search program that began as a thirteen county
pilot in April 1983, became a statewide program as of October 1,
1984. This program is separate from the WIN Demonstration, but inr
WIN Demonstration counties provides job search activity support.
The State also uses private for-profit and non-profit job
placement services on a contract basis for additional jaob search

services.

24, Virginia _

Virginia‘'s WIN Demonstration, the Employmert Services Progranm
(ESP), began January 1, 1983, for applicants, WIN-mandatory
recipients, and volunteers. The components are individual or
group job search (up to four weeks, to be repeated every six
months), work experience, and education and training (such as JTFA
trairning, basic education and GED preparation, or privately
operated training programs). The work experience component
focuses on the development of work habits, positive work
attitudes, and understanding of the employer-employee
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relationship. After 13 weeks of work experience, participants are
reassessed and may be reassigned to work experience or to another
camponent. Registrants referred for further education or training
must complete this activity within the shortest time pogsiblu,

generally no longer than one year.

25. West Virg{nia

The West Virginia WIN Demonstration began on September 27, 1982.
B8ince its inception, the program has concentrated on Work
Experience, as well as Job Search, and has fewer training
activities as compared to the predecessor WIN program., The State
had initiated a CWEP program in January of 1982. It became an _
integral part of the WIN Demonstration, and has been by far the
State’'s largest initial program camponent. The State also retained
three of the WIN components: Job Search, 0JT, and Vocational
Training. Recipients with a recent work history or high schocl

completion go directly into this job search.

In July of 1983, CWEP was expanded to include WIN mandatory single
heads of households. At the end of 1984, CWEP was further
expanded to include volunteers. Previously, CWEP hac been used
primarily for registrants from AFDC-UF cases.

. 264. Wisconsin

The Wisconsin Employment Opportunities Program (WEOP) was
implemented on September 30, 1985. The Department of Health and
Sacial Services (DHSS) administers WEOP but has subcontracted with
the State’'s Job Service to provide WEOP services. In addition,
DHHS subcontracted with the State’s Department of Vocational
Rehabilitation and seven community based non-profit agencies to
provide WEOP services in twelve counties not covered by Job
Service offices. Phase I of WEOP is a 3-to-5 hour job search
.skills workshop, and eight weeks of independent job search with a
mid-point progress conference. Phase I is for those who do not
find a job in Phase I, and involves eight weeks of Group Job
Search Activity, beginning with a five-rday Job Club session, and
including daily contact between recipient and WEOP staff.

-t
i
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Senator MOYNIHAN. A very good morning to the one-time Gover-
nor of the State of Washington, who has arrived despite all the ob-
stacles the weather has put in his way. I would like to welcome you
all to this first meeting of the new Subcommittee on Social Securi-
ty and Family Policy.

I am constrained to note that we will be addressing the issue of
child welfare this morning. And in the best tradition of our com- .
mittee, there is scarcely anyone present.

There are 30 seats in the first three rows of our hearing room
here in the Finance Committee. I observe that there are eight per-
sons sitting in them. So, we know we are not discussing capital
gains. [Laughter]

Even so, we are discussing something of much greater conse-
quence, and I am going to ask the patience of Senator Evans so
that I may read an opening statement about the new committee
and its very special responsibilities in this 100th Congress. I would
like to welcome those new members who are able to be present and
especially, of course, the Republican leader, Bob Dole, who will be
the ranking Republican member of our Subcommittee.

A few weeks back many of us who watch television news encoun-
tered the term ‘‘sysygy,’ by which astronomers describe a rare
alignment of the sun and the moon and the earth, which causes all
manner of natural wonders. And I would offer the observation:
with Bob Dole from one of the most innovative of our local states
legislators who is going to tell us about California.

As I said, I would like to just read that statement that Governor
Clinton has made which seems to me to summarize a general

sense. He says:

What we want to do is turn what is now primarily a payments system with a
minor work companent into a system that is first and foremost a jobs program, sup-
ported by an income assistance component. Qur proposal focuses on education,
training and employment for the families now dependent on the welfare system,
along with a decent living standard with which these families can support their
children while they strive for self-sufficiency.

I think this captures a general point of turning this program
upside down, the program that began with a grant that was intend-
ed to be sufficient to maintain a widow and children, established in
1935 as part of the Social Security Act, has become a program to
provide for a very large population, of which only a tiny fraction—
fewer than 5 percent—are in fact widows, and the rest of them are
simply, in the main, mothers who are alone, trying to support chil-
dren, and semehow make a way for themselves in a situation that
has never really had comparable currents in American history.

We now have a situation where the majority of American chil-
dren will live part of their life in a single-parent home; only a mi-
nority of children born today will reach 18 having lived with their
two natural parents all their lives. That traditional American
family isn’t there. And our concern is, how do we make the present
arrangements work better for the children?

We are honored today to have Assemblyman Art Agnos from
California. You 'were going to speak with Senator John Larson,
who is President Pro Tem of the Connecticut State Senate. He is
not here, and I don’t know that he can get here, but you are, sir,
and we have heard a great deal about the GAIN Program in Cali-
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fornia, of which you are the principal architect, and we welcome
you to testify on what you are doing out there and what you think
we ought to do here.

STATEMENT OF THE HONORABLE ART AGNOS, CALIFORNIA
STATE ASSEMBLY, DISTRICT 16, SAN FRANCISCO, CA

Mr. AgNos. Thank you very much, Senator. It is an honor for me
to be here. I am one of those San Francisco Democrats you may
have heard about in last year’s election. I am also the Chairman of
the Joint Oversight Committee on Gain Implementation, a state-
wide, full-blown welfare reform program that we have put into
place in California.

I have submitted written testimony.

Senator MoyNIHAN. Which will be put in the record.

Mr. AgNos. Thank you.

I am very proud of what we have done in California, because we
put aside the partisan rhetoric that has always surrounded and re-
tarded any welfare reform (at least in California). The result is a
bipartisan program known as GAIN, Greater Avenues to Independ-
ence. It is a state-of-the-art program which offers training, educa-
tion and child support in the best and most complete blend we
could develop in our state, centered around the fundamental need
for meaningful work and dignity.

We used the very best knowledge available from Republicans and
Democrats, liberals and conservatives, and we especially benefitted
from the pioneering state, that is Massachusetts, my home state. In
fact, Governor Dukakis was almost like a personal tutor to me
while we were working on the legislation in our state.

What is noteworthy in California, I think, which may be differ-
ent from what you will see or hear about in other states is that we
have a state legislature, both the Upper and the Lower House, the
Assembly and the Senate, which is dominated by Democrats and
sort of leans to a liberal and certainly, at minimum, a moderate
Democratic base. And we have as our chief executive a very con-
servative Republican; and yet we put together this program with
bipartisan support. I think it offers a great deal to the country.

First, we included all of the components that experts tell us are
necessary for any meaningful welfare reform. Second, the program
is a mandatorﬁ one for all recipients, but the obligation does not
rest solely with the client; the state also has an obligation to pro-
vide the services they need, or the clients do not have to partici-
pate. That is written into the law.

Third, we target long-term welfare recipients. We focus on those
who have been on welfare the longest. Fourth, we encourage local
communities or counties to develop a GAIN program that suits
their individual needs. I would like to elaborate on each of those
points, if 1 mﬁy. ‘

First, GAIN has all of the components that experts tell us are
necessary for any meaningful welfare reform, such as remedial
education, child care, professional counseling and assessment to de-
termine an employment plan, employment training programs de-
signed to lead to jobs—not merely certificates of completion—and a
redefined first-of-a-kind workfare program. Two choices for child
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care must be available or the client does not have to participate in

the program.
It also has four innovations that are not found anywhere else, to

our knowledge.

First, we empower GAIN recipients with a legally-binding con-
tract between the clients and the welfare office itself. The contract
spells out what services the welfare office will provide to clients, as
well as what the client’s obligations and responsibilities are under
the program. When both are satisfied with the negotiations they
have reached, both sign the contract in order to proceed with the
program. What the contract does is hold both sides accountable for
their decisions, both the welfare office and the recipient.

Second, we redefined “workfare” in California. As you know, it
has traditionally been seen as, at worst, a punitive make-work com-
ponent of a welfare reform program. In California we have made it
a positive, ]part-time, on-the-job experience, to maintain newly-ac-
quired skills through the educational or training program they
have already completed.

In academic terms, I suppose you could refer to our workfare pro-
gram as a fellowship or an internship after someone has completed
their education aimed at a job. For example, if someone who trains
to be a computer operator, hasn’t fqund a job after 90 days of com-
pletion of the training. GAIN places them in a fellowshiﬂ where
the client works with computers until they find a job. That way
they don’t lose those skills.

If the workfare assignment is not in the area that the person
trained for while they were going through their training compo-
nent, they don’t have to accept it. And that is written into the law
as a guarantee.

Third, we modified the sanctions process (which has always been
a thorny one for us) so that they would be more humane and more
appropriate to the degree of noncompliance, through a phased-in or
incremental program.

Our unique vendor payment system is designed to give persons a
second chance, not simply to add to their misfortune or punish chil-
dren who are the ultimate victims of their parents’ unwillingness
to participate in any kind of program.

We set up a process of impartial arbitration, so that clients
would not be forced into a career that is not their choice. Disagree-
ments over a career choice between a client and the worker are de-
cided by a third party, an independent arbitrator, who is paid by
the state but not in any kind of a state-employment workforce.

We developed these four elements in response to our particular
needs; however, I think they represent important fundamental
principles of fairness and accountability that should be incorporat-
ed into any kind of program around the country. I believe GAIN is
a model program because it places the client on an ecf;ual footing
for the first time, at least in our state, with the welfare depart-
ment.

I have often heard that welfare recipients must be held accounta-
ble, that they should have a sense of obligation and must meet
their responsibilities to society; but we forget that that responsibil-
ity cuts both ways. With GAIN we have balanced out that equa-
tion. We have made the program mandatory, but we have also ac-
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knowledged that the state has a responsibility to provide the wel-
fare recipient with the tools and the support services necessary to
become competitive within a labor market. The law says that if the
state cannot afford to pay for the services that are necessary to
help people find employment, then we will not reduce—we will not
reduce—the services but we will reduce the number of people going
through the program, so that fewer people will still have full access
to all of the services.

Third, GAIN targets long-term welfare recipients, people who
have been forgotten by the system. For too long, many of the pro-
grams we have seen are allowed to, as we say, ‘cream’ the very
best and most highly motivated for employment. In GAIN, persons
who have been on aid two years or more get the top priority for the
expensive services that are in the pro%'ram.

e decided to focus our program where it is needed the most and
where we think we will get the biggest bang for our dollar, helping
those who have been in the web of dependency for the longest.

Fourth, GAIN provides for local flexibility so that communities
can tailor programs to suit their own needs and their own local
labor market.

We are just beginning to implement GAIN in California. Ten
counties which are currently operating have budgets totalling some
$52 million in our state, and they expect to serve some 37,500 wel-
fare recipients. They are doing that right now. Just to give you
some sense of proportion, that number, a little more than 37,000, is
larger than our model State of Massachusetts, entire caseload. By
1990, when the program is expected to be fully operational, we
expect to be spending some $400 million and serving some 280,000
welfare recipients. This means that GAIN will be spending more in
California than the Federal Government spent for the WIN Pro-
gram during its peak years.

Our counties have been in operation, as I said, since July 1 of
last year, 1986, so I don’t have any startling numbers of wonderful
achievements that we have accomplished yet. But we do have some
snapshots of what is available. Also, I believe we are the first pro-
gram in the country to have hired an independent outside research
firm, MDRC, which you will be hearing from later—not about our
program yet—but we are willing to risk that kind of rigorous, inde-
pendent and scientific evaluation. The state is paying for it, and we
are anxious to see how that turns out.

The snapshots that I would share with you today, Senator, are:

First, I think we are learning more about our AFDC recipients
than we have ever learned before, as the result of this program.
. Fully one-half of our caseload needs remedial education. They
simply don’t know how to read or write well enough in order to
find successful employment. We never expected that almost 50 per-
cent would need that kind of remedial education. It is a very ex-
pensive and sometimes lengthy process.

Second, among the clients who are not required to Farticipabe—
for example, those who have children under the age of six—we are
finding that some 10 to 15 percent of the caseload are volunteering;
that is, mothers with children under the age of six are volunteer-
ing because they sense there is something there that is useful to

them.
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Also, we are finding that thé mandatory nature of the program
is proving to be an asset for long-term recipients. To be very honest
with you, when they have been on welfare for a long time they
have lost a sense of hope, a sense of interest in trying. And when it
is mandatory—in other words, they are required to come in—they
are finding the kind of self-esteem, the kind of renewed hope that
the program offers them, and they are finding jobs. They are tell-
ing us that, were it not for the mandatory nature of the program,
they wouldn’t have done it, they would have been afraid to try, or
they just didn’t have the confidence to do it on their own.

Third, experts all over California who have never met before,
who are supposed to be working on this problem, are finally sitting
down and dealing with it for the first time—people from the educa-
tional arena, the employment arena, obviously the welfare profes-
sionals, job-developers, clients groups, and employers. They are fi-
nally getting together in the same room under the same roof for
the first time.

GAIN has given people in California, especially those of us who
work on this subject, a lot of hope. Employers are looking forward
to trained workers, clients to meaningful jobs, and welfare profes-
sionals to the opportunity to really try to cure poverty rather than
just clerk it.

So far, it is doing well, but we can’t do it alone, Senator. We be-
lieve the Federal Government has several areas where it can be
helpful:

First, by defining remedial education as an allowable activity
under the regular AFDC Work Program funded by Title IV(a) of
the Social Security Act. For many, remedial education is a neces-
sary step to employment. As I said, if they can’t read or write, we
can’t even begin to train them. Although WIN will pay for this ac-
tivity, it is so underfunded that, in our state at least, we are wind-
ing up paying for most of it ourselves.

Second, by allowing states to share in all of the savings associat-
ed with long-term welfare recipients getting off of welfare, I think
it would increase the states’ incentive and motivation.

Senator Kennedy, who is on your agenda today, has proposed
bonus payments in JTPA for states serving long-term welfare re-
cipients. We support that proposal in California, but we also recom-
mend that it be expanded beyond JTPA so that states can share in
the actual grants savings that result from their efforts with long-
term recipients. That would be a very powerful incentive.

Third, by giving states needed flexibility to operate their pro-
grams, we think in California we could do an even better job. We
have the ‘“100-Hour Work Rule” that the Federal Government re-
quires. We find that to be a disincentive for those who want to
accept part-time employment, because once they go over 100 hours,
they are automatically off of welfare.

Senator MoyNI1HAN. The AFDC program?

Mr. AgNos. That is right.
Federal polic uires that a family grant be discontinued when

r
the unemployed father works more than 100 hours a month, and as
a result we don’t even have a chance to get him started, because
they simply can’t make it on that arrangement.
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Early results of a California Refugee Demonstration Prgam,
where we did waive the 100-hour rule with our time-eligible South-
east Asian refugees, have been successful. We find that ple did
get started in a part-time or entry-level job and merely supple-
mented their income with a partial grant. Once they were no
longer eligible for RDP, the 100-hour rule would again apply. That
is, a part-time job, if over 100 hours a month, made them ineligible
for welfare and they couldn’t make it on a part-time wage. In
many cases, they returned to welfare.

We asked for a waiver of this rule. It was denied by the Depart-
ment of Health and Human Services. We would like you to recon-
s}ilder that in the legislative body to see if you couldn’t help us with
that.

I think that completes my testimony—I have gone a little over
time, and I would be happy to answer any questions.

Senator MoyNIHAN. Well, first of all, congratulations. I don’t
think we have anywhere heard of such a complete idea being im-
plemented. You say you have 10 counties, about a tenth of your ex-
lI;ecltgg()(r:)aseload, which will be fully involved in the GAIN program

y ?

Mr. AgNos. By 1990 our entire caseload in California, which is
somewhere around 225,000 recipients, will be on line.

Senator MOYNIHAN. So, you are just going to bring the program
on line, step-by-step?

Mr. AgNos. That is right.

Senator MoyNIHAN. You have asked the MDRC to come out and
track what you are doing and tell you how you are doing. You
begin with this idea that the Governors are talking about, the idea
of a social contract where the individual has responsibilities and so-
Ci(i\?’ has responsibilities.

r. AGNoS. Absolutely.

Senator MOYNIHAN. And you sit down across a table and you
sign a piece of paper.

Mr. AgNos. That’s right. What happens is, as soon as the welfare
recipient comes in, the first things that are straightened out are
whether they are eligible, how much they are eligible for, what
their food stamps are, their medical benefits, and all the rest. And
then they begin to discuss what their employment goals are and
how they can get there with the kind of training and child care
that are available. Once they reach agreement in that negotiation,
it is written down in the contract, and both sides sign it as an indi-
cation of their agreement.

We have a three-day cooling-off period, so if the welfare recipi-
ent, for example, goes home and somebody says, “My God, that was
crazy; what did you do that for?” they can go back and change it
without any kind of recriminations. We think that is important.

Senator MoYNIHAN. And you have arbitration?

Mr. AcnNos. That'’s right, we have arbitration in the case where
there is a disagreement. Usually the appeals process is within the
welfare department, so the recipient feels it is a stacked deck
against them. So, we put in the impartial outside arbitrator so that
the recipient would feel confident that there would be some neu-
tral, independent, outside body. And so, for the first time at least
in California, the welfare department is giving up control of the
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destiny of that welfare recipient as it relates to an employment
choice, so that we can create that kind of credibility in the pro-
gram. But I think it is necessary for recipients to believe in it.

Senator MoyNIHAN. Sir, I wish we could have all morning to
hear about this. We have your testimony. Your colleague or neigh-
bor up the coast, Governor Gardner, is here, and I want to see that
he has a chance to testify.

You mentioned specifics of waivers and even of legislation that
California would be interested in from Washington. Could you give
them to us in a formal letter, to this Committee?

Mr. Agnos. Yes, I would be happy to do that.

Senator MoYNIHAN. And to Senator Kennedy here as well? That
really is impressive.

Mr. Agnos. Thank you.

[The information follows:]
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March 5, 1987

Honorable Daniel P. Moynihan
464 Russell Building
Washington, D.C. 20510

Dear Senator !loynihan:

I want to thank you for the invitation to speak before your
subcommittee last week. Your long history of involvement in this
issue clearly makes you a leader in this very important work. I

salute you for it,

I must tell you that as T sat and listened to other
witnesses, and hearing the recommendations from the MNational
Governors' Conference, I was struck by the fact that California
is already doing what is beiny recommended for the rest of the

country.

As I said during the hearing, we didn't do it alone, but with
the help of earlier state initiatives, in particular that of
Governor Dukakis in Massachusetts, and our obhservations in West
Virginia, Pennsylvania and New York. Benefitting from their
experience, I believe we put together a state-of-the-art program.

I want to invite you to California so you can personally see
what we are doing here. You will see first hand how people have
rallied around GAIN as a solution to a community problem, how
long term welfare recipients regain their self esteem as they
find jobs or complete their GED, and how the welfare bureaucracy
finally sees itself as an advocate, not a policeman, of the poor.

During the hearing you asked me to reiterate, in writing,
what the federal government can do to support our efforts.

First, the Congress needs to adopt consistent policies that
support states' efforts to help AFDC recipients become self
sufficient. The great interest in welfare reform is spawning
numerous bills which I helieve offer opportunities to change the
system. At the same time, there is a danger that individual
proposals will continue to fragment a system the GAO has already

labeled a "patchwork".
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Senator Moynihan
March 5, 1987
Page 2

Second, the Congress should expand its definition of work:
activity for AFDC recipients to include education and training.
8pecifically, Title IV-A limits funding for work activities of
AFDC recipients to job search or workfare. If we are serious
about self sufficiency, this must be expanded to allow funding
for remedial education and training. 1In California, we are
finding that our caseload faces great educational barriers that
must be overcome. Otherwise, we will continue to perpetuate the
revolving door that characterized our well~intentioned efforts in

the past.

Third, Congress should allow the state to share in all of the
grant savings associated with helping long term recipients. I
fully support Senator Kennedy's efforts through the JTPA program.
However, I hope that Congress will consider expanding the
incentives to the actual grant savings that we expect to achieve
as a result of our state's investment in education and training.

Fourth, Congress should allow the states flexihility to
design programs that-meet their local needs. For example, we
have been trying, to no avail, to get a waiver of the "100 hour
rule". Based on our experience with the Southeast Asian refugee
population, we believe that this rule creates a disincentive for
unemployed fathers to accept part-time employment. As a result,
we lose the savings associated with a reduced grant and the
fathers lose valuable on-the-job experience.

Once again, thank you for the opportunity to share with you
what we are doing in California, .

I hope you will take me up on my invitation to visit
California.

Sipcderhly

T AG %;?7td=L’
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Senator MoyNIHAN. If you think of the distance that we traveled
from the stereotype of, “welfare queens,” and so forth, to a genu-
inely creative notion of how to work together without stigmatizing
the recipients, while acknowledging that if the society has responsi-
bility, so do the individuals.

Mr. AgNos. Well, one of the important by-products, Senator, in
California at least, is that that whole “welfare queen” argument
that you correctly allude to has been taken off the table in our
state; we don’t hear those kinds of arguments over the last two
years. And what we are really arguing about is economic develop-
ment, where the jobs are, what we are doing to stimulate the econ-
omy to provide employment for these people, and that is a very
healthy and refreshing kind of argument for a change.

Senator MoyNIHAN: Well, you have stimulated this committee
and this committee chairman, I would say. We thank you very
much, sir. Thank you for being here at the beginning and getting
us started in a very positive way. We are going to hear from you.

Mr. Aanos. Thank you.

Senator MoyNIHAN. Thank you.

Now, what does a subcommittee chairman do with this embar-
rassment of riches? Governor Gardner, I understand that Senator
Evans has to leave shortly, and Senator Kennedy—we are trying to
follow just who got here first—and Congressman Levin. Would you
like to introduce Governor Gardner? And then, Governor, if you
could9stay, we will go on with our regular order—does that make
sense’

Governor Evans. That is fine.

Senator MoYNIHAN. Senator Evans, would you come forward and
introduce your Governor?

[The written prepared testimony of Mr. Agnos follows:]



89

Talifornia Legislature —

Foint Guersight Committee e,
on T
GAIN Implementation o

11TH AND L BUILDING

prida g 1127 11TH STREET. SUITE 210
SACRAMENTO. CALFORNIA 98814
. (916} 445-2254
ASSEMBLYMAN ART AGNOS
CHAIRMAN

February 23, 1987

Mr. Chajirman and Members:

My name is Art Agnos and I represent the great city of San
Francisco in the California State Assembly. Thank you for
inviting me to address yocur subcommittee on the subject of work

and welfare.

As one of its key architects, I am pleased to be here to talk
. about California's GAIN program and to bring you up to date on

its implementation.

I am very proud of what we accomplished in California. I
think we have demonstrated our commitment to Californians who are
less fortunate. And we did so with overwhelming bi-partisan
support, once again showing that all of us, whether liberal or
conservative, can put aside our ideological differences to help

those who need our help.

GAIN is the latest step in our efforts to eliminate poverty
among our children. We started several years ago when we
strengthened our child support enforcement system to make sure
that absent parents lived up to their responsibilities.
Subsequently, I passed a law which set minimum standards for
support so that parents would pay at least as much as the state
for the support of their children.

Last year, we enacted GAIN and ended two decades of debate
and rhetoric about welfare reform in California. It marked the
end of a system that has fostered dependency, and the beginning
of a comprehensive effort to help those who can work go to work.

GAIN is a new, bold, and innovative program. It offers the
most comprehensive blend of programs ever assembled in one state
to help the poor. It is designed to offer solid opportunity,
real hope and dignity, centered around a fundamental human need

for honest work.
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I believe GAIN offers a model for the nation and a unique
opportunity for you, as national policy makers, to learn from

California's experience.

I say this for several reasons.

ist.

2nd.

3rd.

4th.

5th.

GAIN includes all of the elements experts around the
country say are needed for successful welfare reform
programs -- child care, supportive services, education,

and training.

GAIN is targeted at long term welfare recipients. For
too long we have had programs that have.focused our
energies and our efforts on people who would have
helped themselves without government's intervention.

California faces circumstances which the federal
government is likely to face when implementing any
national welfare reform program. California relies on
58 counties to implement the program that, like the 50
states, have very different problems and 2
characteristics.

Yet GAIN is flexible enough to let each county tailor
their GAIN program to their local circumstances -- to
their local labor market needs, their welfare client

characteristics, and their local resources.

California is committed to a rigorous and scientific
evaluation of our efforts. We have built random
assignment into our implementation efforts so that we
will be able to tell whether or not GAIN makes a
difference in our fight against welfare dependency.

Most important, it is happening. GAIN is gradually
being implemented in our counties. Since last July ten
counties have begun operations. Their budgets alone
total $52 million and they expect to serve 37,500
participants during their first year of operations.

By law, all counties must begin their GAIN programs no
later than September of 1988 but they may phase-in

their caseloads over a two year period. By 1990, when
GAIN in fully operational, California will be spending

more than $400 million a year to help approximately
230,000 AFDC recipients find jobs.

To put this into perspective, California will spend
more each year than the national WIN appropriation

during its peak years.
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WHAT IS GAIN?

GAIN is the product of the nation's best ideas on welfare
reform, We learned from the experiences of other states, notably
Massachusetts, Pennsylvania, and West Virginia. We listened to
the best ideas put forth by liberals and conservatives. And we
used all of this information to shape a program that delicately
balances the needs of society with those of the individual.

GAIN takes the concept of social obligation -- previously
tossed around as a euphemism for client obligation--and more
accurately defines it to acknowledge that obligation cuts two
ways. Clients must participate but the state must provide the
services necessary to help them find and maintain employment.

On the one hand, GAIN requires the state to provide a vast
array of services, essential to any welfare reform effort. These
services must include child care, transportation, and other
supportive services, remedial education, and other education and

training designed to help a person find a job.

On the other hand, GAIN is mandatory--but this does not mean
that it is necessarily punitive. Rather than using intimidation
or threats, it provides an opportunity, a second chance for its
participants to become productive members of their community.

Instead of pitting David against Goliath, GAIN places clients
on an equal footing with the welfare office. Clients participate
in decisions affecting their lives. Counties must listen to
participants, treat them as responsible individuals, allow them

to make their own choices.

The law spells out how this will be done. (For the record, I
am attaching a detailed explanation of how GAIN works. However,
I would like to briefly summarize what the law says.)

According to the GAIN statute:

o0 Counties shall provide education and employment training
services necessary to help participants find and keep a

job.

o Counties shall pay for child care at the local market
rate.

o Clients enter into a legally binding contract that
outlines what services they will receive and what their
obligations are under the program.

o FEach person makes a choice about the mix of education,

training, and child care arrangements that best suits her
needs.
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The county cannot dictate a person's employment plan., If
the county and a client are unable to agree on the results
of a professional assessment, the dispute is settled by an

impartial, third party arbitrator.

Employment and training programs 'must be designed to meet
local employment needs.

Training programs will be held accountable for placing
people in jobs that will last. GAIN will not pay to
simply hand out certificates~~a poor substitute for a job.

If funding for GAIN is insufficient, services shall not be
reduced. Instead, fewer people will be required to
participate, targeting scarce resources to those who need

it most.

Mandatory workfare is not punitive or make-work. Workfare
placements must be in the area for which a person is
trained. This will help persons maintain their newly
acquired job skills, remain active in the labor market
network, and provide job references to prospective

employers.

Workfare placements cannot displace regular employees.
GAIN includes language that prevents using workfare
placements to replace paid employees. This language was
written by representatives of unions who feared that
workfare slots would result in the loss of existing jobs.

There are sanctions but they are more humane, more
appropriate to the degree of noncompliance than required
by federal law. They are designed to give people a second
chance, not simply add to a perscon's misfortune.

In GAIN, persons who fail to make satisfactory progress in
their education or training may work their way back into
an education or training program by working in a basic
workfare assignment.

Persons who, for the first time, refuse to participate
without good cause will be placed on vendor payments for
up to three months. Vendor payments limit the person's
discretion to spend but does not penalize the children who
are the ultimate victims of their parent's refusal to

participate.
Federal fiscal sanctions, which cut off aid, apply only

if someone still refuses to participate after three months
of vendor payments, or if someone refuses to participate

for a second time.



GAIN IMPLEMENTATION

Our implementation efforts are just beginning. While ten
counties have begun operating GAIN, some have been doing so for
less than three months. Therefore, I don't have numbers to show
how many people have found jobs, how long they have been there or
how much California has achieved in grant savings.

This will become available as we have more experience and as

we begin our evaluation.
However, I have some snapshots which I would like to share
with you.

o The need for remedial education is much greater than we
ever anticipated. Fresno County, which was the first
county to start its GAIN program, reports that half of its
new applicants and two-thirds of its continuing caseload
need some form of remedial education. Client surveys from
other counties show that Fresno's experience is not

unusual.

o Job clubs are an inexpensive effective way to help people
who do not need remediation find jobs. Between thirty and
forty percent of those who participate in job clubs find
employment. This experience is similar to that of other
states which have job clubs.

o Although the program is mandatory for mothers with
children over six, counties are experiencing a high rate
of volunteerism from mothers with children under six. In
counties where the program has started, there has been a
concerted effort to sell the program &s an opportunity.
Consequently, there is a high degree of acceptance by both
AFDC recipients and the public at large.

o The mandatory nature of the program is an asset for many
long-term recipients. The counties point to case after
case of women who were afraid to come in the door, who
would not have volunteered because they were unwilling to
risk another failure. Yet, their attitudes, demeanor, and
dress change after they go through the job clubs. They
learn they can succeed, find a job, and regain their self

esteem.

o Workfare, as California has redefined it, is seen as a
positive component, not a make-work requirement. Napa
County, who was initially opposed to workfare, is finding
that using workfare as a work experience component helps
their newly-trained graduates learn about the world of
work, provides them with employment references, and keeps
them active in the labor market.

TR-4TH 0 = BT .. & .
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INTANGIBLE BENEFITS

There have been other benefits to GAIN which are
unquantifiable, We see new hope in a demoralized welfare system,
improved coordination among different agencies, and innovative
thinking that focuses on problem solving.

Let me give you some examples,

o As Chairman of the Joint Oversight Committee for GAIN
Implementation, I have heard testimony around the state
from county welfare employees who tell us that one of the
best things about GAIN is the change they see in peoples'
attitude. For the first time in a long time, workers feel
that they will be able to help people, not simply give
them their checks and tell them to stay out of trouble.

o I have also heard time and time again that GAIN has
resulted in improved coordination of services. Los
Angeles County, which won't be implementing its GAIN
program until next year, felt that having the law on the
books has already paid off--during their GAIN planning
process they have discovered resources in the community
they did not even know existed.

As one GAIN coordinator put it, "We have been talking to
professionals who we've never talked to before. We're all
sitting down at the same table--educators, employers,
welfare workers, trainers--to tackle one problem. That's
a powerful combination."

o Finally, counties feel the freedom to shape a program that
is going to meet their individual needs and they are
coming up with innovative solutions to particular
problemns,

One rural county has no public transportation so it is
exploring van pools. Others pay for minor auto repairs so
that people can get to and from work or training.

Another county which relies heavily on agriculture
recognizes that its economy will not generate enough jobs
for GAIN trainees. Therefore, they are exploring a
relocation allowance for people who are willing to move to

the more urban areas of the state.

HOW CAN THE FEDERAL GOVERNMENT HELP?

o By .adopting consistent policies that strongly support all
efforts to help AFDC recipients become self sufficient.
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A recent report by the General Accounting Office (GAO) on
Work and Welfare amply documents what it calls "a
patchwork of administrative responsibilities and lack of
overall program direction".

It recommends that program authorizations for the
different work and welfare programs be consolidated -and
funding levels made consistent-across programs without

reducing state flexibility.

In California, for exanlple, we are struggling with the
effects of this patchwork. As I mentioned before, there
is a great need for remedial education. Although the WIN
program would allow us to pay for remedial education and
the accompanying support services, funds are so limited
that the state is paying most of these costs, This is
because remedial education is not an allowable activity
under the regular AFDC work programs funded by Title 1IV-A

of the Social Security Act.

Therefore, I fully support the GAO's recommendations.

By allowing the states to share in all of the savings
associated with serving long~term welfare recipients.

The federal government must recognize that there are
differences among welfare recipients and that helping
long-term recipients will require a significant investmest
up-front in order to get the expected pay-back in savings.

Senator Kennedy has proposed a bonus payment program in
the JTPA program for states that serve long term welfare

recipients,

I fully support his proposal, I suggest, however, that
this bonus should be expanded beyond JTPA and allow the
states to share in the actual grant savings that are
realized from their efforts with long term recipients.

I say this because GAIN places an emphasis on serving long
term welfare recipients. The JTPA system alone is unable
to meet our needs and we expect to use all available
resources for this purpose. Thus, we expect to enlist the
aid of our adult education system and our community
colleges, most of which are funded by the state.

If we are successful in our efforts, the state will recoup
some of its costs from grant savings. However, as the
MDRC evaluation of our San Diego program showed, it is the
federal government who is the principal beneficiary of
program savings because of the sharing ratios of costs
associated with the various programs.
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o By giving the states the flexibility they need to operate

their programs.

For example, we bel'2ve that the "100 hour rule"
discourages unemployed fathers from accepting part-time
employment while on aid. This is because current federal
policies require that their family's grant be discontinued
if they work more than 100 hours a month. As a result,
there is a disincentive for heads of households to take
entry level jobs because they are likely to bring home
significantly less than they would receive from AFDC.

Fresno county requested a waiver of this rule in order to
demonstrate that it is counterproductive to GAIN's goals,

They have reason to believe this.

Under our Refugee Demcnstration Project (RDP), which
serves time-eligible refugees, we have waived the 100-hour
rule and found that refugees accept entry level jobs and
supplement their incomes with a grant. However, as soon
as they become time-expired and no longer eligible for
RDP, they quit their jobs and go back on aid full time.
We, therefore, lose the savings associated with the
reduced grant, and refugees lose valuable on-the-job
experience that would assist them in their climb up the

career ladder.

Unfortunately the Department of Health and Human Services
denied Fresno's request for the demonstration.

Thank you for the opportunity to testify before your
subcommittee today. I will be happy to answer any
questions you may have.

’’’’’’
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GAIN

HIGHLIGHTS

1) GOALS

The first goal is to develop a system wherein welfare recipients
are given a fair opportunity to prepare for a private unsubsidized
job through choices available to them which involve training,
education and fair work opportunities. This is an investment in
people which not only gives them the opportunity for permanent
removal from the welfare rolls and returns them to the taxpaying
roll, but saves the state money through reduced welfare costs.

The second goal is to develop a system wherein the recipients
are given a strong, equal opportunity to participate in the choices
and decisions that affect them as they prepare for private,
unsubsidized employment. This opportunity would he available to
them without the need for assistance from a lawyer or welfare rights
advocate. In this manner, the assumption is that the recipient can
take care of themselves if they are given the information,
opportunity and rights to do so.

The third goal of the program is to develop a system wherein the
recipient 'is given every opportunity to educate, train and prepare
for a job without coming to a dead end. Nowhere in this system is a
person put into a dead end and nowhere in this system does the
system give up on anyone.

The fourth goal is to develop a dignified system designed to
successfully and fairly integrate work into welfare so as to give it
new legitimacy with the recipients and the public. It would put it
on the same basis as unemployment benefits in terms of public
assistance and support. No longer can anyone disparagingly say
"you're getting something for nothing."

2) PHILOSOPRY

Although AFDC recipients want to be employed, current work
programs available to them have not been as effective in helping
them achieve this goal as they could be. A comprehensive system of
employment, education and training programs--adequately L
funded~-would be much more effective in enabling recipients to
become economically independent and self sufficient.

Sl e
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3} FEATURES

(v GAIN it a system designed to help and oncourage participants
find unsubsidized cmployment through incentive and choices rather
than threats.

o GAIN is based on the fundamental premise that people want to
work given the opportunity to do so. The state expects people to
work and will provide the necessary services to help them do so.

0 GAIN recognizes that there are differences among peoplé applying
for or receiving aid. Services are available depending on their
prior work experience and how long they have been on aid.

o Clients fully participate in decisions about their future with a
fair, complete opportunity to disagree with their worker. Career
decisions are madc jointly between the client and his or her
caseworker.

0 Choices are available wherever possible. Although they are
initially limited to job search activities, they broaden when
decisions have to be made about training or education as the person
moves through the system, Also, the participant can choose between
having a family member provide child care or placing the child with
any legal child care provider. '

o There is an early recognition that education is important.

Early provisions are made to provide a high school diploma or
remedial education when they are necessary to compete in the laborx
market. Participants can also pursue up to two academic years of
college education if it is likely to lead to unsubsidized employment
and they have completed at least half of their college education
when they apply. Community college would also be available for the
full two years. Students must complete their academic courses in a

timely manner. .

o In addition to the existing fair hearing and appeal procedures,
the system provides several ways to iron out differences between a
participant and his or her casewprker.

Misunderstandings can be cleared up through informal and formal
conciliation, -

Disagrecments about program requirements or the services being
provided can be resolved through a county grievance procedure.

Disagreéments about employment ggals bétween a client and the
caseworker are resolved by an independent, third party with career

.planning experience who is not a part of the welfare system.

o . Anyone can refuse to participate for good cause. Good cause
includes being assigned or referred to a training component or job
that is not part of his or her employment plan, or not being
provided with the necessary support services (such as child care or
transportation expensecs), -
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. 1n addition, a person is not required to accept a job that would
make him or her worse-off than if he or she remained on aid.

o Persons who refuse to participate for the first-time without
good couse will be placed on vendor payments for three months. Aid
will be restored any time during this period if the person agrees to
purticipate. If they still refuse to participate after three months
or refuse a second time, faderal monetary sanctions apply.

o child care and health coverage is available during a transition
period for those persons who find a job and need assistance.

o Success of this system depends on the cboperation and enthusiasm
of state and county agencies responsible for the administration of
public assistance and employment and training programs.

Counties are required to tailor the program to meet local needs,
be responsive to local labor market conditions, and meet the needs
of their AFDC caseloads in a manner that is consistent with the
statewide program. To do so, counties must use and develop the
range of services envisioned by this program they must use existing
resources to benefit program participants or develop new ones in
order to offer participants the maximum number of choices consistent
with their needs.

o Implementation is phased-in over a three-year period.

o Monitoring of the program is on-going. The state will
continually review the implementation of the program to determine
the appropriateness of services provided to individuals and
sanctions and annually report to the Legislature.

o The program cannot create training positions which would result
in or be the result of displacement of regular employees already in
the work force.

o The program recognizes the value of the work performed by
participants in pre-employment preparation (PREP) assignments.
Instead of using minimum wage, the amount of hours that a
participant would work in a PREP assignment would be determined by
dividing the AFDC grant amount plus food stamps azilotment by the
average statewide hourly wage for EDD job orders ($5.07 an hour in
1984). The average shall be updated annually on July 1lst.

4) PROGRAM COMPONENTS

REGISTRATION

Mandatory for all persons currently required to register for WIN
(mothers with children over six years of age, and the principal wage
earner in a two-parent family) who apply for or are receiving aid.

Those who are not required to register are allowed to volunteer.

-3 -
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persons may be deferred from participation under specified
circumstances. These include problems which are transitory such as
o tamily ¢risis, or bhecause participdtion would jeopardize (a) ) |
legitimate employment such as a part-time job or union membership or '
(b) complcetion of a self-initiated vocational or education program

that may lead to employment.

BASIC CONTRACT BETWEEN PARTICIPANTS AND THE DEPARTMENT

At the time of registration, participants and the welfare worker
sign a contract which is binding on both the participant and the
department. It outlines what the program is about, the services
which the county will provide the participant, each person's duties
and responsibilities, and the consequences of refusing to
participate.

1f the county does not provide the services called for in the
contract, the participant can refuse to participate in the program.

rersons who need reredial education, a high school GED, or
training in English as a Second Language in order to compete
successfully in the labor market will be referred to these services
before being required to attend a job club or look for work.

Persons who are enrolled in a vocational or educational program
at the time or registration or redetermination may continue the
program. If the person ends the program or stops participating, he
or she will be required to look for work in either a job club or
under the department's supervision.

Persons who have worked in the past two years can choose between
attending a job club for one week followed by a supervised job
search for two weeks or looking for work under the department's
supervision for three weeks.

Persons who have not worked in over two years will be required
to attend a one-week job club before the two-week job search.

The job search can be shorter than three weeks when a caseworker
and his or her supervisor agree that a pergon has exhausted all
reasonable job leads.

Persons who have been on aid more than twice in three years will
be referred directly to an assessment. ASSESSMENTS AND EMPLOYMENT
PLANS

The county and each participant shall develop an employment plan
for those who arc unsuccessful in finding unsubsidized work after
participating in the job club or job search”or for those who have
been directly referred for an assessment. The plan shall be
developed by a person with career planning experience, and it shall
be based on assessment of the person's skills and needs, including
his or her work and educational history and need for supportive
services. !

’
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Once the participant and the county agree on the employment
plan, the plan shall be incorporated in an amendment to the initial
contract between the participant and the department. The amendment
shall specify the goal to be attained, the training or education
services to be provided, and the criteria ‘for successful completion
of these services. It also provides for a 30-day grace period once
training has begun during which the participant can request a charge
or reassignment,

Services include on-the-job training, pre-employment preparation
(PREP) assignments, vocational training, supported work, grant
diversion, up to two years of community college or college education
which was at a work-related goal. In the case of college, the
participant must have satisfactorily completed at least half of a
four-year college program in order to continue while on welfare.
Thq‘college training must be completed in a timely fashion.

The amendment to the contract must also specify the supportive
services which the county will provide the participant (child care,
transportation, etc.).

If the county and the participarit do not agree with the results
of the assessment, an independent third party with career planning
experience outside of the welfare department shall do an assessment.
The results of this assessment shall be binding on both the
participant and the county. g

!

SUCCESSFUL COMPLETION BUT STILL UNEMPLOYED

If a person successfully completes his or her education or
training as specified in the employment plan but is still
unemployed, he or she shall be referred to job search for 90 days.

If, at the end of the 90 days the person is still unemployed, he
or she shall be referred to a long-term pre-employment preparation
(PREP) assignment--not to exceed a year with reassessment in six
months--which provides the participant with on-the-job training
related to his or her skills. Of course, because employment is the
continuous goal, the person is expected to constantly be gsearching
for a job. »
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' gff’iut'vﬁsa'vm. COMPLETION

1f a purticipant docs not complote his or her education or
training successfully, he or she shall be assigned to a long-term
work ekperience (not to exceed one year) designed to acquaint that
person with the expectations in the world of work. The person must
be reassessed in six months to determine: readiness to resume
education/training program at that time. -

At the completion of one year, the participant will be given
another opportunity to begin a training program.

SANCTIONS

The county must provide for an informal conciliation period
between the participant and his or her caseworker.

!

I1f all conciliation efforts fail, the family shall receive aid
through money management services (vendor payments). If the person
agrees to participate in the program any time during these three
months, aid shall be reinstated as soon as possible.

If a person still refuses to cooperate, or it is the second tim
that the person has failed to cooperate, aid shall be discontinued
for three months or six months, as required by current federal law.

Everybody is entitled to fair hearings, at any point in the
process. .

GRIEVANCE PROCEDURES

. Counties shall establish formal grievance procedures which give
participants another opportunity to protest any program requirement
or assignment that they believe are contrary to the intent of the
law {such as a violation of their signed contract). Persons who
choose to file a grievance are not subject to sanctions as long as
they continue to participate in the program subject to the outcome
of the appeal. .

Anyone can refuse to participate for good cause. Good cause car
include being assigned or referred to a training component or job
that does not meet the provisions of the contract, or refusing a jot
thatigould make him or her worse-off than if he or she had remained
on aid.
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THE SCENE WAS Holly-
wood in Sacramento when
George Deukmejian  signed
California’s sweeping welfare
reform  bil into law last
month. Sixteen TV cameras,
unprecedented for such an
occasion. whirred away — and
newsmen from the national
press were scurrying for back-
ground information.

The govermor, a man not
normally wven to public dis-
plays of trivolousness, had
his own little joke. a plastic
“take a bow” bex from which
issued the canned sound of
cheers and applause. Deuk-
mejian had reason to be ebul-
lient. He had gotten the Legis-
lature to go along with his
campaign commitment to im-
plement workfare. It was
his biggest victory in office
and a timely one, since an Au-
gust Field Poll had shown him
trailing Los Angeles Mayor
Tom Bradiey, his likely Demo-
cratic opponent in next year's
clection.

San Francisco Democratic
Assemblyman Art Agnos, a
liberals’ liberal and the man
who shepherded the measure
through the Legislature, was
equally exultant. “We got a
state-of-the-art training pro-
gram and a state-of-the-art
child<are program.™ Agnos
declared, “and the conserva-
tives arc paying a quarter of a
billion dollars for it all.”

At the bill signing ceremony,
praise was being ladled out
like whipped cream on a hot
fudge sundae. Republicans
were saying such nice things
about Democrats and Demo-
crats were saying such nice
things about Republicans that
vou could imagine - at least
tor the moment — that parti-
sun politics had vecome as
passe as the hula hoop.

Politicans habitually exag-
gerate their accomplishments,
but this is one time when the
lawmakers can feel good about
their handiwork. They com-
mutted the rarest of political
acts — the bipartisan adoption
of innovative social welfare
legislation.

*“We've done something that
has never been done, and that
is to bning the liberals and con-
servatives together and com-
bine work requirements with
training  programs,” asserts
David Swoap, until recently
the state’s health and welfare
secretary and one of the prin-
cipal architects of the plan.
The action may ensure the re-
election of a governor, while
potentially cutting hundreds
of millions from Califomias
welfare bill.

UNDER THE NEW program,
which is called “Greater Ave-
nues for Independence,” or
GAIN, an estimated 190,000
welfare  recipients, mostly
mothers of school-age children,
will be asked to lock for work.
If they don’t succeed in find-

How workfare became law
— an amazing compromise

Gav Deukmejian signed the workfare bill Sept. 26 — a triumph for, among others, Assemblyman Art Agnos (seated, right).

go1



ing 2 job on their own, they'll
get help from the state. Those
who aren’t required to join the
program may volunteer.

The idea is to get welfare re-
cipients off the rolls and into
decent jobs — work that will
keep them permanently out of
the welfare system.

There is English language in-
struction, for those who don’t
speak the language, and a
three-month “job club,” for
recipients who need to brush
up on the skills required to get
inside an employer’s door. The
program offers up to two
years of on-thesjob training
and subsidized private employ-
ment, or vocationally-oriented
community college instruction
for individuals who are hard to
place. '

Those who still don’t have a
job will earn their welfare
checks by going to work for
the govenment. This is what's
generally called workfare, but
it’s a far cry from the punitive
workfare schemes that conser-
vatives have advocated for
years. These jobs pay the same
wage as the average California
starting wage, presently over
$5 an hour; and they're de-
signed not as make-work but
as preparation for private em-
ployment. After a year on
workfare, the training cych
starts again. -

State support for the job-
seekers goes beyond training
to include personal counseling

and transportation. Most im-
portant, California will spend
$134 million annually to pur-
chase after-school care for the
children of working mothers.

Recipients who won't play
by the rules suffer sanctions,
including — ultimately — a cut
in their welfare check. But the
idea isn’t to save money by
“sanctioning” people off the
rolls and onto the streets. As
Agnos puts it, the penalties are
conceived as a “*kick in the ass.”
Recipients who think they're
getting a shabby deal from the
bureaucrats are entitled to pre-
sent their grievances to an out-
side arbitrator.

This bill is, far and away,
the most ambitious social re-
form aimed at the poor to be
enacted during George Deuk-
mejian's term as govemnor.In-
deed, there's been nothing on
this scale adopted anypiace in
the country for the past de-
cade. Morton Sklar, former

director of Jobs Watch, a -

group that monitors welfare
policy, predicts that GAIN
will be ‘‘very tempting to
other states.”

PASSAGE OF THIS welfare
reform bill marks a major turn-
around in state politics. A year
ago, the governor and the Leg-
islature were at each other’s
throat on almost every issue,
including welfare. For two
years running, Deukmejian
had introduced a workfare bill,

only to watch it attacked as
“slave labor” and expire in
committee. “A forced labor
program,” Los Angeles Sena-
tor Diane Watson called it.
“It’s sing for your supper’.”
said Assemblyman Tom Bates.
And since Watson and Bates,

Democrats, chair the key leg- .

is,lative committees, their “no,
never” posture seemed the
final word.

The idea is to get
welfare recipients
off the rolls and
into decent jobs-~-
work that will keep
them permanently
out of the welfare

system.

Even as the welfare issue
was going nowhere in the Leg-
islature, the number of welfare
recipients kept increasing at a
rate twice as great as the
state’s population growth; the
return  of better economic
times had made no difference.
Welfare costs, $1.6 billion last
year, have kept rising, too,
producing widespread resent-
ment among the voters. These
2rim facts kept the pressure on
the politicians to do some-
thing.

What brought welfare re-
form back from the elephants’
graveyard is a complicated talc
with a cast of characters al-
most as big as a2 Cecil B.
DeMille epic. The pivotal
figures are Agnos and Swoap,
Sacramento’s version of the
0Odd Couple.

Art Agnos was a social
worker before he became a
legislator — and he still is, in
his commitment to a govern-
ment that cares for those who
can’t fend for themselves. His
fingerprints are all over most
of the social programs that
have emerged from the Legis-
lature in recent years. Agnos
has led the charge on gun con-
trol and the ‘campaign for in-
creased AIDS funding. He is
probably best known as a tire-
less campaigner for gay rights.

Dave Swoap is a cost~cutter
by instinct, whose first respon-
s¢ to almost anything is *“less
government.” A decade ago as
a Washington staffer, he was
retailing horror stories about
food stamp cheats. As the
state’s Health and Welfare sec-
retary, he cut his own burea-
ucracy by 10 percent and pro-
posed bigger budget cuts than
the governor has been willing
to make. Swoap’s deep-rooted
opposition to abortion has
made him a hated figure in
certain liberal circles.

“You can trust Swoap.”
That’s the word former San
Francisco congressman John

Burton passed along to Agnos.
The assemblyman was dubious
— “look at the guy’s record™
— but because of his admira-
tion for Burton, he was de-
termined to find out whether
there was some common
ground.

Agnos and Swoap began
working together on easy
problems. There was a July 4
call from Agnos asking Swoap
to break a bureaucratic log-
jam and get at-home nursing
care for a dying child. There
was Agnos protecting Swoap
against the petty harassments
of legislators who tried to nit-
pick his office houskeeping ex-~
penses.

Swoap and Agnos gave in-
stant access to one another, a
very important perk for busy
people. Gradually they took
on riskier issues, helping each
other out in the councis of
the Assembly Democratic
Caucus and the govemor's
cabinet. Last year, they won
approval for a mini-welfare re-
form bill, which gave recipi-
ents first crack at temporary
government jobs.

Yet when a frustrated
Swoap asked Agnos if there
wasn’t something they could
do about welfare, the twomen

were leagues apart in their,

philosophies. Agnos wanted a
voluntary training program;
Swoap wanted workfare. Dur-
ing an ecarly meeting with
Swoap, Agnos summarized the

901



differences on a scribbled
three-by-five cazd. Democrats
believe *‘people want to work
- .. and will, given the oppor-
tunity, choice and training,”
he asserted, while Republicans
assume that “people do not
want to work unless intimi-
dated or threatened with sanc-
tion or some forced undesir-
able alternative

HE FIRST TURNING
point was a week-long visit by
Swoap, Agnos and a handful
of other legislators and staff to
the workfare and job training
programs of three Eastern
states. “It was one of the most
unique experiences in my pol-
itical life,” says Agnos, ‘“‘not
only for what we saw, the
kinds of jobs people on wel-

« fare were doing, but also for
the constant talking we did, at
breakfast, at lunch, on the
plane, over drinks till 2 in the
morning — talking about our
lives, our families, about how
we see the world. It was like a
retreat.” :

At a water-testing labora-
tory in West Virginia, Agnos
and Swoap met a 38-year-old
woman named Velda. She had
gotten pregnant at 18 and had
four children by her husband,
who was now in jail. Though
Velda was supposed to b
leaming how to be a water-
tester, she was being used as a
janitor, and no one was moni-
toring her progress.

This shouldn't be part of
any  Califomia  program,
Swoap and Agnos agreed.
When it came time to fim up
a deal, the *Velda factor” —
don’t exploit welfare recip-
ients 'by giving them dead-end
jobs — became a key principle.

By last April, Agnos and
Swoap had fashioned the
basics of an agreement. Swoap
still had to sell Deukmejian
that the added cost was worth
paying. Agnos had a tougher
task, He had to sell his hostile
Democratic colleagues on the
merits of the legislation — and
on Swoap.

Agnos’ strategy was 1o bring
together all the key staff mem-
bers, including those working
for legislators opposed to basic
clements of the Agnos-Swoap
deal, to hash out a bill. The
measure produced by the
working group — essentially,
the GAIN program with less
generous provisions for child
care — was introduced in mid-
July. Watson and Bates were
still antagonists. But Agnos
had succeeded in lining up key
Democratic support.

Agnos had the backing of
Assembly  Sgaaker  Willie
Brown, who saw the bill as a
way of neutralizing the “soft
on welfare” accusation that
made Democrats running in
conservative districts nervous.
He also won the endorsement
of Assemblywoman Gloria
Molina and Senator Bill

Greene, two legislators repre-
senting the black and Hispanic
ghetto communities of Los
Angeles. Their involvement
undercut opponents’ claims
that the bill was no more than
a dose of harsh medicine for
those on welfare.

Most important,
California will
spend $134 million
annually to
purchase
after-school care
for the children of
working mothers.

Govermnor Deukmejian was
an ardent supporter, even
though the new legislation was
far more elaborate and far
more costly than the Job
Club-Workfare measure the
govemnor had previously back-
ed. “We were looking for a
mechanism to solve the prob-
lem of welfare dependency,”
says Steven Merksamer, the
governor’s chief of staff. ““It
didn't have to be the pure
workfare model.”

THE GOVERNOR'S OF-
FICE had left much of the ne-
gotiating to Swoap and his
assistant, Carl Williams. So had

Assemblyman Emest Konnyu,
who represented the Assembly
Republican Caucus during the
bargaining. *“I trusted Wil-
liams,”  declares Konnyu.
“He's a conservative true be-
liever. He's also a bargainer
who can convince you that he
just got you the best deal, that
what you've given away is a
matter of detail, not prirciple.”

The political maneuvering
was just beginning. A dozen
welfare reform bills had been
introduced into the Legisla-
ture during the term, and Sen-
ator Watson’s committee was
busy converting all of them in-
to pilot projects. When the
newly drafted measure came
up in the Assembly, Tom
Bates used every parliamen-
tary trick in the book — as
well as some he made up on
the spot — to stall the measure
to death in the weeks before
the September adjournment.
It took a threatened special
session of the Assembly to get
Bates to back down from one
particularly outrageous mane-
uver. When the Assembly
finally got the chance to vote,
it gave the bill a 68-8 sendoff.

Prospects were far more
dicey in the Senate, where
Senate President Pro Tem
David Roberti was at best luke-
warm about welfare reform.
Roberti was uneasy with the
speed at which the bill was be-
ing rushed through the Legis-
lature, And the chairwoman of

the Health and Human Ser-
vices Committee, Diane Wat-
son, was its most unbending
opponent. Watson had suffer-
ed several unhappy public
moments during the term, in-
cluding a verbal spanking by a
fellow senator, and Roberti
didn't want to inflict yet an-
other wound.

It was essential, Agnos real-
ized to ‘“‘energize” Roberti.
The only way of accomplish-
ing that was to link welfare
with Roberti's pet program,
afterschool care for the child-
ren of working mothers.

Passage of this
welfare reform bill
marks a major
turn-around in
state politics.

A year earlier, a $30-million
latch-key child bill sponsored
by Roberti had been vetoed
by Deukmejian. “I'll be dead
and buried,” Roberti told the
Senate, before having another
shot at getting the governor to
approve a major child-care
program,

Deukmejian, who hates
horse-trading, had to be per-
suaded to bargain with Roberti.
The search was on for what
the participants called 2+ “‘ci-

-
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egant solution,” an understand-
ing that didn’t look like wheel-
ing and dealing, but allowed
negotiations with Roberti to
proceed.

Roberti’s support didn’t
come cheaply. He got hislatch-
key program — more focused
on poor working women and
less child development-orient-
ed than he might have liked.
but with a $71-million price
tag. He also came away with
$36 million to build new child-
care facilities. And for child-
ren whose parents are in the
GAIN program, he won more
funding — $2,100 a year per
child — than the administra-
tion first proposed.

' ALTHOUGH THOSE close
to Deukmejian deny it, the
governor gave much more than
he got to win Roberti’s sup-
port. Deukmejian needed to
emerge from this session of
the legislature with a win,
Major initiatives on toxics re-
organization and the unitary
tax had been stymied; work-
fare had a political sex appeal
that these items could never
aspire to. The August Field
Poll, which shook up Deuk-
mejian’s staff, had shown that
Californians thought highly of
Deukmejian but were vague
about what he stood for.
Workfare became the govef
nor’s take-a-stand issue.

With Roberti offering what
one colleague terms ‘‘semi-

passionate” support for the
bill, the welfare reform bill
whisked through Watson’s
committee and a vote on the
Senate floor in a single day.
“It’s still a forced-labor pro-
gram,” Watson angrily insisted.
“In places where there are no
real job prospects, welfare
mothers will simply go home
and have another baby.”

Bill Greene, who like Wat-
son represents the Los Angeles
ghetto community, had a
sharp-edged retort. *‘The pre-
sent system is nothing, zip,
zero, double-zero. It is debili-
tating, denigrating, and 1 am
tired of seeing women that I
represent put in this kind of
posture.”

With Senate passage, the

. fight seemed over. Assembly

concurrence on some technical
changes was the only remain-
ing step before passage became
official. At that moment,
though, Assembly minority
leader Pat Nolan decided that
the package cost too much.

Those who had worked for
months to hammer out the
deal were understandably dis-
mayed at this 24th-hour ap-
pearance. And the fact that
the young Republican staffers
working for Nolan displayed
more zeal than brains — at one
critical moment, a staffer de-
tailing numerous points of
contention admitted he hadn’t
even read the bill ~ made
things worse,

In the end, the Republican
Assemblyman surrendered to
the wishes of the govemnor’s
office. “We had gone too far
down the road to change
course,” says Merksamer.

*Tell Nolan the game is
over,” Agnos said to Merk-
samer. ‘“Then go to Roberti
and shake on it.”

AFI‘ER THE bill-signing,
everyone was convinced that
he had made the best deal.
Deukmejian had had to com-
promise twice — offering to
spend more money, first on
training programs, later for
child care, than he had intend-
ed. But the govemor got his
workfare program. As Carl
Williams declared, “if you saw
the TV coverage, it was worth
every penny.”

Dave Roberti saw the bill
very differently, as the Magna
Charta for child care. Years
from now, he predicted, that’s
what would  be remembered.

In fact, everyone involved
will probably benefit political-
ly, including the Odd Couple
of Swoap and Agnos. Dave
Swoap is now Mr. Welfare Re-
form. He’s the man who was
picked to spread the gospel on
the ‘“Today™ show and has
been seriously touted to head
the federal Health and Human
Services Department.

Art Agnos has been prais-
ed so lavishly by all the partic-
ipants that you'd think canon-

ization was in the wind. And
his political reward may be
more tangible.

At least that’s the estimate
of Assembly Speaker Willie
Brown. During the last hour of
debate in the Assembly, Tom
Bates predicted that in five
years this measure would be
regarded as a failure. Bates
hoped that, when the time
came, the authors would
admit as much.

“If you're talking about
Assemblyman Agnos,” Brown
shot back, “he’ll be the mayor
of San Francisco by then.”

“Is that an endorsement?”
Bates asked.

“It’s a guarantee.”

WHAT ACTUALLY happens
in 1990, when the bill has
been fully implemented, is
anyone’s guess. The Depart-
ment of Social Services pre-
dicts that the state will save a
quarter of a billion dollars a
year in reduced welfare costs.

The Department of Finance,
the administration's fiscal con-
science, is much less sanguine.
So is the Legislative Analyst’s
office, which points out that
DSS has probably exaggerated
the speed with which welfare
recipients will get jobs and
overstated the savings from
those who, in order to avoid
workfare, won't sign up for
welfare in the first place. If
the Legislative Analyst is right,
costs could be much higher —

hundreds of millions of dol-
lars higher — and fiscal bene-
fits much smaller than the pol-
iticans are acknowledging.

Who is right — how much
money will be saved, how
many jobs will be filled by
newly trained welfare mothers
— can’t be known now. There
is some mildly encouraging
data from San Diego County,
which has been operating a job
club-workfare program for
several years. But much of the
San Diego savings came from
trimming people from the rolls.
and the protections built into
the new legislation makes this
strategy less likely.

A lavish cmployment and
training program in Massa-
chusetts has put 17,000 wel-
fare recipients in unsubsidized
privatesector jobs during the
past two years, saving the state
some $50 ;. illion. Yet because
that program is essentially vol-
untary, it attracts the most
motivated recipients. In the
mandatory California program,
there are bound to be propor-
tionately fewer successes.

There will always be some
people on the welfare rolls, no
matter how the GAIN pro-
gram is carried out. But, in an
unportznt sense, that is bende
the point. As Sen. Bill Greene

argued passionately during the
ﬂoor debate, those individuals
are better off bringing home a
paycheck — even if it’s 2 work-
fare paycheck. The very fact
that they are working shoul
help break the cycle of dependa
cncy and despondency -
which, after all, is what social
welfare programs are supposed
to achieve.
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Workfare Program
Modeled on ‘Best’ of
Other States’ Plans -

By RICHARD C. PADDOCK, Times Staff Writer :

SACRAMENTO-Iiun’ng the last school year, Vel(_‘la Jenkins spent two -
days a week quietly mopping floors at a state lab in South Charleston,

W.Va,, in exchange for her welfare check.

A mother of three teen-aged
children, she had been promised
training as a lab aide. But she never
received an hour of instruction.

“I can’t get off welfare with what
I'm doing,” she said. “I'm not
working myself any farther than
up and down these halls.”

In West Virginia, officials con-
ceded that Jenkins had fallen be-
tween the cracks of the state's
workfare system. But in Califoynia,
she has helped shape public policy.

Her case became known as the
“Velda Factor” among a handful of
California lawmekers and offitials
who discovered; her plight last
spring while on a tour of states that
had enacted some form of work
program for wel{are recipients. To
Assemblyman Art Agnos (D-San
Francisco), staté Health and Wel-
fare Secretary David Swoap and
others, her situation was an exam-
ple of what to avoid in creating a
California workfare system.

That trip turned into a crucial
first step in the evolution of Cali-
fornia’s workfare program, which
was signed into law last Thursday
by Gov. George Deukmejian.

California's Plan

Under the California plan, as .
many as 175,000 welfare recipients, -
primarily women with children :
¢ -er the age of 6, will be required |

- york, go to school or receive job |
teaming in exchange for public ¢
assistance. : !

But in part because of Velda :
Jenkins, each ‘of these welfare
recipients will receive a written
contract from their county welfare -
department spelling out precisely !
what training they will receive—a
method unique to the Caliornia *
program. t '

And in part because of the lack of
child-care assistance available in
West Virginia for workfare moth-
ers like Jenkins, California’s pro- !
gram includes an expensive child-
care feature that will enable wel- -
fare recipients to spend many more '
hours at work or in training.

California’s adoption of a work-
fare program comes at a time when
25 states are experimenting with
mandatory work programs and an-
other 12 have established volun-
tary programs. But lawmakers in
Sacramento have created a work-
fare and training program far more

comprehensive and complex than
any of the. programs attempted
elsewhere,

The California delegation's trip
to the East provided a first-hand
look at work programs in West
Virginia, Massachusetts and Penn-
sylvania. Perhaps more significant
politically, it also cpened a line of
communication belween the con~,,’
servative Swoap and the liberal
Agnos, ’ )

“The trip had precisely the result
we were looking for,” Swoap said in
an interview. Swoap, who an-
nounced Friday that he will resign
Nov. 1, said: "It enabled us to see all
these various eleinents in detail,
decide which ones we liked and
whith ones we didn't. We devel-
oped little buzzwords and common’
understandings, like ‘the Velda
Factor.'” .
- . In Massachusetts, the California
delegation saw a highly touted
work program that stresses the
voluntary participation of welfare
recipients. .

» The Massachusetts program,
known as Employment & Training,
or ET, is not considered workfare
bacause it has no mandatory work
provision. Its only requirement is.
that welfare recipients register for .
the progrum. They then can choose |
-from a variety of training programs

*or choose not to participateatall. !

. Massachusetts officlals said their !
-program is designed to motivate
welfare reciplents to work—not
coerce them to get off welfare, And
.50, far, there has been no shortage -
*of volunteers for the limited num-
‘berof ET slots available,
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. "We approached it very difter-
ently—in a positive way,” Massa-
‘chusetts Gov. Michael S. Dukakis
said in an interview. “The people
on AFDC have responded so well to
this that our only problem is we
can't respond fast enough to ac-
commodate all the people who
want tocomein.” :

- ET was so attractive to Boston
resident Cheryl Liberatore that she
quit her job last year to go on
welfare 50 she would be eligible for
one of the training programs. As a
result, the 22-year-old mother
said, she landed a job at Massachu- -
setts General Hospital that paid’
nearly twice as much as her old: _
one, :

When the California delegation

‘came through Boston, Massachu-

: setts state officials displayed Lib-

.eratore as one of their success

* stories. "

+ Reciplents Given Choices

California officials were so im-
.pressed with the Massachuseltls
-program that they incorporated:
“into their proposal a component
: that gives welfare recipients some
. choice in the kind of work, training.
or education they will receive, |

“Massachusetts provided a tre-|
. mendous model for us,” Agnos said.
. Massachusetts officials report
; that their program has saved $50
: million in welfare costs since it
*began in 1983. Between October, ,
1983, and June, 1985, according to
. these reports, 10,579 Massachusetts
twelfare recipients have been
.placed in jobs with an average
: entry level wage of $5.10 an hour. |
+ InPennsylvania, much like West
; Virginia, the visitors from the West '
+Coast saw a worklare program:
“geared more toward giving em- ;
ployers [ree labor than providing
. welfare recipients with training.

¢
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One of the largest employ>rs «§
workfare labor has been the Penn. !
sylvania National Guard, which
used welfare recipients as custodis
ans at mpany of its 98 armories.

In many cases, the workf,
participants replaced workers lald
off by the state—a praclicé that.
will be prohibited in the Califomia
program, }

.'From my point of view, with

don't know how we would have
gotten the job done without them,”
said Pennsylvania Adjutant Gen.
Richard Scott, who oversees lhe
National Guard. 4

But even at one air base at PL
Indiantown Gap, where workfare

offers little in the way of job
training, one participant pmsed
the program. |

“It gives you a chance to get ouh
and do something,” said 36-year-
old George F. Keener Jr., the father
of two small children. “I was just
sitting around the house doing,
nothing. At least I'm working for
the money now.” ‘

Keener's attitude is shared by
many workfare participants, ac-
cording to field studies conducted
by the New York-based Manpower
Demonstration Research Corp.

“One of the surprises was the.
positive response of people to the ,
work program,” MDRC vice presi-
dent Judith Gueron said in an
interview, '

Added Agnos, “All the studies:
done around the country indicate
that the overwhelming majority of
people who participate in even the
most Draconian forms of workfare .
indicate they feel better about
themselves asaresult.”

One element of the California
plan was drawn from a county - run.
pilot program fn San Diego.

In that program, welfare vecipi-
ents must look for work and those’
that are unsuccessful are required
to take a workfare assignment. A
similar provision has been included
in the statewide program.

Page 2 of 2

Reagan's Workfare Program

The proliferation of different
programs around the country was
fostered by President Reagan, who
as governor of California champi-
oned a version of workfare in 1971
that now is widely regarded to
have been unsuccessful. At the
time, Swoap was a Reagan appoint-
ee very much involved in the
governor's workfare efforts.

Ten years later, in 1981, the
Reajan Administration in Wash-
tngton sponsored a change in the
federal law to make it easier for
states to require welfare recipients
to work. Swoap then was Reagan's
undersecretary of health and hu-
man services and played a key role
in changing the law.

In 1983, Swoap returned to Sac- -
ramento as a member of Deykmeji-
an's cabinet, where he isnw in a |
position to implement worlGare at
the state level.

“It wag particularly good to con\
back and design a package that\
takes advantage of what we did on
the federal level,” Swoap said.
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A Welfare Revolution

Quietly, in the states.

For 20 years, welfare reform has been the
Mount Eversst of American domestic policy.
Politicians have tried to climb it because it was
there. The history of these ascents has been con-
troversial, The proposals have been mostly com
prehensive grand designs, made in Washington.
(i:e's pusition has been a test of one's ideology.

As a former participant, I now believe these
ezrlier efforts to establish a negative income tax
cr guaranteed income system were the wrong
approzch to welfare reform. But in the past five
years, there has been a subtle and little-noticed
shift toward an alternative, A new consensus i3
emerging, emphasizing jobs and with state gov-
emments in the driver’s seat.

In over two-thirds of the states, there is activity
urder the heading of “worldare,” which I believe
may tum out to be the real weiare re-
form. L this process, the meaning of the
word “worlfare” is subtlv changing. In the
1970s, workfare was anathema to liberals
w50 often damned it as “slavefare.” Tre
meaning of the term in this period was
rarvower than it is now. It referred to the
sing'e approach that people on weliare

should “work off” their bensfits. They
shculd engage in public service jubs (often
condemned 23 “make work™) for an -
amount of time equal to some wage rate
(such as the minimum wage) divided by
their entitlement to welfare assistance.

Historically, this has been the approach
to welfare for adult men without families
urder state and county assistance programs. In
1971, the federal law was amended to require that

a woman in the then fast-growing Aid to Families
ith Dependent Children program register for

work and accept a “'suitable” job if one is available .

e~d if her youngest child is over 6 years of age.
This requirement does not say that states ard
caunties have to set up jobs—only that if a suitable

job is available (along with child care) an AFDC

family tead is required to accept it,

Ten years iater, Ronald Reagan tried to mova
cven further in this direction. He proposed that
states be roquired to provide jobs to all AFDC
f.mily heads, again with children over 6 y#ars of
ate and where child care is available, Although
Reagan succeeded in 1681 in obtaining passage
¢f funcamental welfare changes removing many
v:orking pocr families from the AFDC roles, he
was not successful in winning enactment of uni-
versal and compulsory work as a condition of the

receipt of AFDC benefits. Congress instead sari
th1! the states could ¢est the approach alony with
oi2- empioyment approaches to we!fare re‘orm,

rhe important new activity being undertaken
bv over two-thirds of the states involves tos:s
uacr this new authority, although on a bread-
ered basis that also includes jcb preparation a~d

inb search activities, The states are using a vari-
¢ty of approaches; they can be arrayed ona c~a-
tinuum according to the degree and character di
the obligations imposed under these new staie
systems. . e
The welfare reform programs of Mlichael Duka-
kis, governor cf Massachusetts, and George Deua-
meiian, govervor of Califorria, bear pamcma:-:y
close watching. The Massachusetts program caled
“ET Choices” is the mast Liberal test of employ-

r=ent approack2s to welfare reform, (ET stands for .

erployment and training.) The emphasis in Massa-
chusatts is on jcb preparation and placement serv-
ices, not on compulsory work experience, This ap-
proach can be contrasted with that of states such
as Utah and West Virginia that have a strong t1adi-
tion of mandatory commuaity work experience tor

welfare family heads. -

Califernia’s program stands out as the most
ambitious new state welfare reform in the nation.
In 1985, the state enacted legislation to provide
"Sreater Avenues to Independence —abbrevi-
ated, of course, as GAIN—for.all qualifying wel-
fare family heads. Under this program, alt coun-
ties in California are to set up new.systems to
provide a range of services—training, education,
job counseling and job placement. Eligible wel-
fare recipients are required to participate in one
or another of these services, If the services are
not successful in getting an eligible AFDC family
head into the work force, they are followed by six
months or one year of “relevant’’, community
work experience in a presumably useful (not
“make work") public service job. It is estimated
that California will spend as much as $300 ml-
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Yien per vear on this program, not countirg the
expected welfare savings, when GAIN s fully im-
pi=mented. This is more than the federal govern-
me=t spent in 1985 for the nation as a whole on
welfare employment and training programs
under its work incentive (or WIN) program.

It is not yet clear what will happen under the
California or other new state weifare reform pro-
grams in the turbulent environment of Gramm-
Rudman-Hollings. This quiet state-focused revo-
ticn is, in effect, an attempt to change weltare
as an instilution and, in the process, to reduce
2 st.g~n of weliare both for recipients z2nd
{.r the society, But such change does not come
[RESA
ke Manpower Demonstzaticn Research Cor-
tizn, based in New York City, has conducted
+ ¢:ate demonstration research projects on
iriasiuns of the work and “veifare approach in
which more than 35,000 peopie have been as-
si1z-2d either 12 a new program ¢r a comparison
group, The results of these demonstrations so
far, icluding cne in San Diego that was a medel
for the California GAIN program, have bLeen
promising. However, the earnings and work in-
creases achieved are not all that large, and fur-
thermore there is variation among the states in
these terms. One clear lesson from these state
experiments is that it is hound to take time to
dral with the accumulation of generations of the
terrible problem of very high rates of single-par-
ent families among the poor.

But there is new hope. The states are serving
as testing grounds for welfare reform on a basis
trat involves a delicate balancing act by literals
and conservatives, Job-focused institutional
changes to reduce the stigma of welfare are the
essence of the new approach, It is too early to
draw conclusions about its efficacy. But it cer- -
tainly bears close watching: it could be the real
weliare reform. .

The writer, uho was deputy undersecretary for
haalth, education and u elfcre in the Nixon adminis-
tration, now teaches at Princeton Uriversity.
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California invests in ‘workfare’

By Cheryl Sulliven . \
Staff writer of The Christian Science Monitor
.. . Fresno, Calff.
Cherron Holmes knows what it is like
to be a “welfare mother,” to hear people
at the supermarket whisper comments
about the amount of groceries she’s al-
lowed to buy with food stamps. Now,
she’s also learning what it's like to be a
working mother, holding down a full-time
job outside the home and drawing a regu-
lar paycheck instead of a welfare check.
She recently landed her job as a recep-

tionist with the help of GAIN (Greater
Avenues for Independence), California’s
newly restructured welfare program. Ms.
Holmes says the program is more like a
bridge than an avenue. “All you have to
do is cross over to find your self-identity
_and your independence,” she says. “If
you give it a chance, it can work for you.

But remember, nothing is free."”
Californians’perception that welfare
clients were getting a free ride, however,
is the spark that ignited current reforms
Please see WORKFARE back page
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in the state. As governor of California
(1967-74) Ronald Reagan tried a work-
fare program, but it was never fully put
in practice and ended when he left office.
His successor, Gov. Edmund G. Brown Jr.,
approved an experimental workfare pro-
gram for San Diego County that was a
forerunner of GAIN.

Launched June 30 in Fresno County,
the new program is expected to be initi-
ated in more than 20 of California's 58
counties this year. All counties are sup-
posed to have GAIN programs within
four years.

GAIN's bottom line is that welfare re-
cipients who are not able to find work in
the marketplace, as Holmes did, will be
assigned jobs inthe public sector or with
nonprofit agencies. In effect, they will be
“earning” their welfare checks.

During California’s 30 years of experi-
ence with a variety of welfare
“the sentiment of the general public that
able-bodied people should work and par-

in the labor market has never
disappeared,” says Ben Kelley, director of
Social services in Fresno County. “We now
insist that everybody participate in the
marketplace — and we'll provide the ser-
vices {transportation passes, child care,

education, and job training] to do it.”

GAIN's inauguration comes at a time
when the United States is beginning to
reexamine its national welfare policy.
President Reagan, in his State of the
Union address in February, announced
the formation of a White House commis-
sion to evaluate assistance programs and
make recommendations on welfare re-
form. New bills have been introduced in
Congress to restructure federal relief pro-
grams. And other states — Massachu-
setts, Pennsylvania, and West Virginia —
have also revised their welfare programs,
tying them more closely to job training
and employment.

California. officials think GAIN is a
model for the nation. “It takes different
approaches that have been tried else-
where, and are proven to be effective, and
puts them in;o one comprefhensive garl?
gram,” says Bruce Wagstaff of the Cali-
fornia Department of Social Services.

Funded this year at $78 million, GAIN
will cost $335 million a year when it's
going. It is expected to save the state $360
million a year because of lower welfare
payments and new income taxes from
former clients who have found jobs.

Holmes, who found a job with Fresno
County after one day in the GAIN pro-
gram, will not earn enough at first to
cover her public-assistance allotment.
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The state will make up the balance until
she earns enough to provide for herself
and her two boys.

“Is it not better to subsidize a person’s
labor than to give them a check and let
them sit at home?” Mr. Kelley asks. “One
is a dead end. The other carries the
chance of something positive happening.”
GAIN critics, however, say that manda-
tory “workfare” has never worked and
that voluntary programs are more effec-
tive. They are also concerned that wel-
fare clients who can't find employment in
the marketplace will be forced into
“make-work” jobs — raking leaves in the
park or counting paper clips in the back
room.

Luisa Medina of Centro 1a Familia, an
advocacy group for Fresno County’s poor,
insists that the workfare segment of
GAIN must provide “meaningful, useful
employment.” She says Fresno County is
committed to that goal, but adds that
other counties in the state may not be so
willing to provide close supervision and
careful training for GAIN participants.

It’s too early to draw any conclusions
about the program's success or failure.
Statistics are scant, but testing .of early
participants in Fresno County indicate
that about half of the clients need to
improve basic skills — such as learning to
speak English or reading at a sixth-grade

level — before they can compete in the
labor market.

GAIN is structured so that welfare re-
cipients look first for jobs in the competi-
tive marketplace. People who fail to find
work can then choose from a menu of
options, such as on-the-job training or
vocational education. Public-sector slots

are the last resort, but clients are required -

to take them in order to continue to re-
ceive benefits. :

The key to GAIN's success ultimately
may be whether it gets support from the
private business community. “I wish we
could have mandated to the employer, as
well as to the welfare client, that ‘you will
participate,” " Ms. Medina says.

But the business community here may

not be capable of supporting the p!
The county’s economy is tied closely to
the struggling agricultural industry, and
the unemployment rate varies between
10 and 16 percent, depending on the
season.

Between 1980 and 1985, the county’s
population grew 8 percent, but job
growth has been flat, says Daniel K.
Whitehurst, president of the Fresno
County Economic Development Corpora-
tion and a former mayor of Fresno mayor.
“GAIN will only break the [poverty] cycle
if there are jobs to be had for welfare
people,” he says.
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‘Worqufe’ offers ways to GAIN independence

. County program leadshj\
‘state job training push

By TERESA BARNETT
Of the Times Staff
13 ]

They are an unlikely team with an
enormous mission. Whether they
are simply charging windmills or
blazing new trails in this country’s
system of helping the poor remains
t0.be seen. “uw, .y -

'On a recent cool and foggy morn-
ing, Paula Amen-Judah, Laura Eck-
lin and Sally La Cau faced a room- |
ful of women to enthusiastically
pitch their new prdgram. The
women, mostly while, single and in
their 20s, sipped coffee and re-
mained politely atlentive, if a little
bored or sleepy. as they listened to
the inttoductory remarks. Amen-
Judah, Ecklin and La Cau had a cap-
tive audience, since the women were
all mothers on public assistance and
thérefore required to attend the all-
day workshop. “

The women were in for a day of
tests, forms and information about
the “options and have-to's”.under a
new state law that requires able wel-
fare recipients to find jobs or partic-
ipate in job training programs

Napa gets head start

Napa is one of the first counties in
the state to develop and put in place

its “workfare” program under the
state law adopted in September
1985. (Fresno County launched its

program one day earlier than Napa.)

“By jumping in early, we can work
with the state to impact the develop-
ment of the guidelines”, says Dan
Corsello, county human-services
director. .

Napa's program, called Greater
Avenues for Independence or GAIN,
has been in place since early July.
A pilot prograp began in August
1985, and ‘has already helped
“hundreds,.” according to Amen-
Judah, who shepherds new par-
ticipants into the GAIN' program.

*“We were running (the pilot pro-
gram) on a shoestring,” says GAIN
planner Lynne Vaughan. “We fol-
lowed the state work-welfare bills as
they developed, and when the law
passed we decided to go for it. This
is really a win-win-win program.”

_The program is designed to get
wellare recipients off the rolls by get-
ting them into “entry-level, career”
jobs that will keep them out of the
public assistance system perma-
nently. Unlike earlier workfare pro-
grams, dating back to Ronald Rea-
gan's days as California governor, the
GAIN program provides child care
and transportation.

Since over 90 percent of welfare
cases are single mothers, child care
is the crucial component, according
to everyone involved with GAIN.

“| haven't been a great fan of | P®

workfare because it is usually based
on dead-end make-work. As a resuit,

it never really got people off wel-
fare” says Corsello. “What makes this
unique is that it addresses many of
the crucial issues, especially child
care. You ask a woman to care for
kids and work a minimum wage job
that will go nowhere—she'll just be
burned.out and back on wellare.

-

This 5.2 positive program, not nega-

tive and puhltive™ "

.

The GAIN program provides sev- -

eral levels of service, from adult
basic education and English classes
for non-English speakers to job
search coaching to vocational train-
ing. While some participants will just
need to brush up their skills, others
can enroll in college programs for up
to two years, according to Ecklin.
Others can participate in paid and
non-paid on -gh& job }qining pro-

gams.

“At first | didn't like the idea of un-
paid work experience programs,”’
concedes Vaughan. “But 95 percent
of the employees and employers in
studies said the experience was
great. The facts didn't bear out the
fears” T -

In order to place participants in
jobs with advancement potential,
GAIN training is closely tied to the
job market. The Napa Private Indus-
try Council is actively involved in the
“We have generally had tremen-
dous response from employers.’ says

(please see page 3)
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PIC chairman Ray Sercu. “We (em-
ployers) have incentive to take these
employees, because many come
with subsidized trainlng!, Under, one
training program, GAIN pays half of
the employee's salary during the,
training period. =, """, |

A study completed'in February
predicted that about 1,700 new jobs
would be created in Napa by 1988.
Most of the new jobs are expected
to be in the health and service in-
dustries, so GAIN's vocational train- .
ing focuses on clerical and sales-typé |
jobs. To help participants prepare fdr :
customer .service work in’storés or
hotels, one of the programs goes so
far as to film training exercises on
video, and offers opportunities to im-
prove appearance through exercise
and nutrition counseling, lessons at
the beauty college-and “having your
colors done” " "

Qrientation: positive response
The state-issué scratch paper is ti-
tted “GAIN Appraisal: Scratch Paper”
The sheet is only eight by seven
Mches; $o0 most of the front and back
Is'covered with scribblings after the
20-minute math portion of the exam
is-over. /. St
" The 17 women who are attending
Amen-Judah's orientation workshop
this morning breathe a collective
sigh of relief after the two-part test
is over. The reading comprehension
séction ‘includes 'sample, formé, re-
s\mes,, employee manuals and _
charts likely to be encountered dur-
ing a job search or on a job. The
math section tests basic math skills
_ using examples such as paycheck
* stubs and tax deductions.
-."It'sa very practical test,” says
Amen-Judah. The results determine
whether a participant needs basic
education before or along with “job
Qlub” workshops.: . i o oa
~7To'unwind from the stress of the -
test, Amen-Judah invites the women
{0 complete the sentence: “People
¢n welfare are. . " Inmediately the
~ group perks up, calling out “lazy;" “ir-
responsible,” “cheats." Soon the sin-
gle wards turn Into vignettes of mis-

wreatment and disérimination: “My

son was left ignoréd and crying in
the hospital while non-Medi-Cal kids
got balloons and attention from the

* county child

like a cheater. People in line inspect
your cart—you better not have any-
thing but generic basics” “1 couldn't

,ggd anyone to treat my child when
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“was il had to go out of county -

2. fnd sddaorhopioud accep!

ey T AN EINR e, s
“To contrast the perceptions of wel-

-

fére’ recipients,’Amen-Judah asks .
each woman why she’s on public as-

sistance. Almost without exception

they said they were single parents, .

ohten from abusive marriages, with
small children they were unable to

support and care for on their low _
Wages. et R

Ki 1 <
vl R
“ "...'v«'wv.. .

“That illustrates our saying here"
Amen-Judah tells the group. “Wel-
fare mothers are’created from' low
wages and unpaid child support”’

As the day progresses, the par-
ticipants learn other details of the
GAIN program. They hear from
Phyllis Boyson, who heads the Fam-
ily Support Division of the District
Attorney's Olfice. Shé tells them
about the child support laws and
how her staff, with a caseload of 700
apiece, work to find and collect from
non-paying parents, usually fathers.

For about half of the group, this
workshop is the longest amount of
time they've been separated from
their babies or toddlers. Child care
is a concern near 1o their hearts, so

even-after-a full.day of forms and ..

tests, they perk up at the last presen-
tation. Susar Edwards from Rainbow
Child Care Council has arrived to ex-
plain how mothers in the GAIN pro-
gram can arrange for their children’s
care—at no expense—during the
time they attend classes or search for
ajob. . - )

“So far, it has gone amazingly
smoothly,” says Edwards of the
GAIN-Rainbow,¢hild care coopera-

tion” Rainbow completed a study of
« are facilities in Febni-
-ary. While it is relatively easy to find
care for three- 1o fouryear-olds, care
for infants and'school-age children
remains a challenge, she says. In ad-
dition, many of the nursing or sales-
cashier jobs entouraged under the
GAIN training require weekend and
evening hours=times when availa-
ble child care fcilities ‘are scarce.

Although only three of the women
‘present are required to sign up for
GAIN, by the end of the day 15 are

- making appointments for child care

-consultation and individual evalua-
tions... .

"“This response is typical,” says
Amen-Judah. “We've had a high per-
“cent of volunteers”: )
The ‘have-to's’ and the ‘want-to's’
. Only cértain welfare recipients are
required to participate in GAIN. The
program targets those whose youn-
gest child is 15, who have two or
fewer children both over the age of
six, and those with two-parent
households. -

“We're especially concerned about

ing older, because they will run out
.of aid within a few years and have
.no job skills;” explains La Cau, “This
“helps them make the transition"
Other welfare recipients are eligi-
ble to participate on a voluntary
basis. =~ .- -
The county handles about 1,300
Cases at any one time, according to
Corsello. He expects about 500 peo-
+ple to become actively involved in

.th¢'GAIN program during ts first.
eyea-r.; .’ ~'v.:"7 “»,f _‘A \‘ JT-;? 2 -
.The county requested $750,000

from the state to fund GAIN, but the
state approved $545,000.

“We're still negotiating;” Corsello
says. “We feel the state is obligated
to pay the freight. The entire amount
is needed. Our program would cost

about $825 per applicant, as com., -

pared to Fresno at $1300”

the people whose chijdren are grow- )
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Workfare Works

It has been nearly a year since California’s
workfare program was initiated, and it will be a
long time before anyone knows whether it will
work. But {t is the boldest plan of its kind in the
country, and is up and running in five counties.
This autumn, GAIN (for Greater Avenues to
Independence) administrators are touring the
state to drum up support for their plan to help the
poor get out and stay out of poverty. They seem to
have the right ingredients to make workfare work.

GAIN, modeled after San Diego’s highly suc-
cessful plan, embodies the most important of the
liberal and conservative approaches to workfare.
Its fundamental premise is that those on welfare
want to work. In fact, most do: The average stay on
welfare in California is 22 months, and only about a
quarter of recipients stay on longer than five
years. GAIN is unique in that it requires nearly all
able-bodied welfare recipients to do something—
work, 'go to school, or receive job training—in
exchange for their checks. That pleased con-
servatives, who wanted to get something for their
money and impose a sense of responsibility on
recipients.

But GAIN looks beyond merely getting pcople
temporarily off the dole, Welfare recipients won't
be forced into make-work jobs, nor will they be
shoveled.into dead-end employment. GAIN gives
them the opportunity to learn a skill and teaches
them how to market it. Administrators help
recipients find work and get them toit. If a welfare
recipient does take a low-paying job, the state will
make up the difference between the paycheck and
the welfare check. That will help alleviate the
dilemma inherent in so many welfare programs—
how to encourage a welfare recipient to take a job
that pays less than welfare. One disappointing but
perhaps unavoidable aspect of GAIN is that

welfare recipients are prevented from working in
jobs customarily performed by union memb-rs.
That prohibition, though it prevents governments
from replacing workers with welfare recipients,
removes a host of interesting jobs that workfarers
could do. And it is especially unfortunate in the
light of the spending limits placed on local
governments by Proposition 13.

No matter how good the training or the job.
lasting progress against chronic unemployment 1s
impossible unless families—especially those with
small children—are encouraged to stay together.
In California, 80% of the 600,000 families on
welfare are headed by one parent, who is usually
female and usually a member of a minority. GAIN
wisely provides for child care and transportation to
and from work and job interviews. In the interest
of keeping families tugether, mothers with pre-
school children will not be obliged to take part in
the program, though they may volunteer to do so.
And if, after the entire process, welfare recipients
still refuse to work, the aid will be taken away
from them but not from their children.

The early results on GAIN, though in no way
conclusive, are encouraging. In Fresno County,
half the welfare recipients who have gone through
the initial job-search program have found work,
mostly in semiskilled service jobs. Administrators
in Napa County are reporting early success, too.
GAIN's big test will come when the program goes
statewide, and into full swing, in 1988. Its biggest
potential problem is child care, which isinadequate
everywhere.

So many anti-poverty programs in the past have
been killed before they have had a chance to prove
their worth. GAIN, the most ambitious attempt yet
to lift the poor from the squalor that is their lives,
deserves a fair test.




‘Workfare’ plan

is paying off for
the unemployed

By €D MENDEL

JSACRAMENTO UNION CAPITOL SURIAY

In one of the first results of “*workfare"
in this ares, & woman on wellsre in Yubs
County got & job’ at Kalser Hospital In
Sacramento.

A bold new welfare program, enacted
by the state in September 1985, is slowly
being phased In around the state.

Yuba is one of the first 10 counties to
begin operating the program that will
rqusn many recipients of Aid to Families

Chlidren (AFDC) to work.

Buwhbﬂummultol"nowrk no

N." comes one of the most ex.bonu job-
search programs ever atlempled by
ernment in this country.

The program called Greater Avenues

(GAIN) will offer job-

' search workshops, education, tratning,

child care and transportation.
In Uime, there may also be jobs ¢
by “grant diversion,” which will giv me
welfare check to the employer who hires
petm in the program.
'Some persons are really anxious to get
going and then, of course, we have some
who resent it, who feel it's unfair,”

people
.said Phyllls Bullard, Yuba County GAIN

supervisor.

The Yuba program, which began in
November, has about 300 participants. The
Kaiser worker is one of a half dozen who
have found jobs so far.

When the program is fully operational,
it will include about half of the 2,600 AFDC
clients in the county.

Among the exempled are persons with
chlidren under age 6, adults who live with
someone on GAIN, and those determined

to be fcally und mentally unable to-
ol phys

The early trends, say several county
directors, show more volunteers than
expected as well as a high number of
perscas who need remedial education in
basic reading and arithmetic.

After testing, about half of the Yuba
participants are now taking remedial
classes through the Marysvllle Adult Edu-
cation Program or Yuba Community Col-

le“’l think it's 1 with the

we are hearing from educators that the -

©® plouse see WORKFARE, A¢

Page 1 of 2

. ®.from A}

Am erlun population is not as well-educated as it used

to be,” said Jo Frederick of the joint legislative GAIN

oversight commiitee, “and we are dealing in Califor-

nla with many people whose primary language Is not
ish.”

En

+ .As counties around the state sit down to work out
their: GAIN plans, some say it (s the first attempt (o .
pull- together all of the existing resources for educa-

!Iou lulnlng and job piacement.
County lals, for are sald

Los A P
to ‘bave dimvered resources they did not know

.In Stanislaus County, the planners concluded that
the-farm-based economy .does not produce enough
Jobs.'Their solution was to export some of the welfare

populatl

propoud a moving allowance, plus a $250 one-

They
. time grmt for mnor auto repairs.

* Calaveras County, which has no public transporta-
tion, is considering a van pool (o carry persons to
training and jobs.

. In'general, the county plapning process is proving
tq be more difficult than expected.

»The prediction last year was (hat 35 countles would
be ‘operating GAIN programs by the end of this fiscal
year in June. Now it I expected to be about 20.

“‘We are basically on schedule,” sald Carl wil-
llam}, state GAIN director. “We have had some
sJippage in some of the county start dates. In a way, |
atn’glad about that. Some of the early plans that came
fn were not very good.”

‘+'By this Scplember. all of the counties are required
to 'submit a plan. By September of next year, all
countfes must begin operating a GAIN program.

+ Then they have two more years to phase in all of
the caseload, bringing the program to full operation
statewlde five years after the bill was signed by Gov.
Deukmejtan.
+. Most of the big counties, such as Los Angeles,
which has 40 percent of the state AFDC caseload, will
ﬂlvbab!y not move much in advance of the deadlines.
+%.0nly 10 to 15 percent of the AFDC caseload is in the
ofupties that have begun GAIN operations—Butte,
Fresno, Napa, Kern, Santa Clara, Stanislaus, Madera,
Sa}b}hleo Yuba, and Ventura,
+*.In the county where California workfare began, San
Dlego, the last of two prototype programs Is scheduled
toend in June. Officials would like to begin GAIN in
.[u}y, but they have not yet submitted a plan.

" * ,YThey are going to have o hustle,” sald Willlams,

“hnd 5o are we."
1;*The GAIN budget for the current fiscal year, $93
mquon is scheduled to Increase to $266 million next
year.:
»;+A ‘third of next year's budget is in the form of
ejisting federal programs, malnly job training, and
tg.tom‘c'lals are worrying about possible federal
get cu
" .ln the budget next year, the two largest spending
eftégories are education and tralning, $112 million,
tno,chud care, $59 million.
Uurlng the first years of the program, GAIN Is

- more -
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WORKFARE: State plan pays
off for the unemployed

Increasing welfare costs. Next year, the level will be
$162 million over current funding.

But as programs become fully operational, there

may be a saving as persons leave the wcllare rolis,
supplement their wellare aid with work income, or are
dete;red from applying for welfare by the prospect of
work.
In Fresno County, which launched the first GAIN
‘ program last June 30, Welfare Director Ben J. Kelley
estimates that it will take two years to hit the *‘cross-
over'' point,

The county has a large refugee population, unem-
ployment in the area of 12 percent, and one of the
heaviest per capita AFDC caseloads in the state.

“‘We have seen some evidence that we are holding
the line in terms of the total number of cases,” sald
Kelley, *“but it's too early to know whether there is
cause and effect there. It was one of the things we
were hoping for, but we haven’t got the figures yet."

Fresno began quickly because it already had its
own GAIN-like Employment Linking Services Pro-
gram, which included a job-search club and work slots
at public and private non-profit agencies.

Under GAIN, said Kelley, 300 persons have been
placed in Jobs, inost of them “entry-level” positions
paying $4.50 to $5.50 an hour ‘'with a few *oulstanding'
professional-level jobs.

He mentioned slenographers, truck drivers, carpet
installers, field workers, quality control inspectors,
bar tenders, sales clerks, printing, child care, data
transcribers and diesel mechanics.

By July, said Kelley, the Fresno GAIN program
may have exceeded its goal of finding jobs for 800
persons during the first year.

The program now has 4,500 participants, about half
of the total number eligible. There are 23,000 AFDC
families in the county.

Kelley said the counly has not yet begun grant
diversion or supported-work programs. He said the
stale is still developing guidelines.

One of the things that has helped the Fresno
program, said Kelley, is strong support from the
community and employers.

“We have tried very hard not to put any extra
paperwork or requircments on the cmployer,” he said,
“It's the responsibility of either stalf or the partici-
pants."

Fresno found, for example, that a large U.S.
Internal Revenue Service center could not find enough
workers at times for johs that paid over $5 an hour,
GAIN and the IRS worked out an agreement to meet
manpower needs.

A new firm, Jet Plastic, is said to have agreed to

hire 60 percent of its assemblers from GAIN. The jobs -

pay $7 to $9 an hour.
“We are exciled about it,” sald Kelley, 'We really
are. I know that is an overused word. But it's so
darned nice to be working in a positive veln, to know
you are helping people—both the taxpayers and the
‘pcople in the program. Our stalf is really high on it."”
As In Fresno, the GAIN program in Napa County,
which began a day later on July 1, is being bullt on a
strong existing local program.
‘We have a real good private industry councl in

Napa, ‘and they have been very supportive of our
program from day No. 1," sald Terry Longoria, Napa
County eligibllity services chief.

She said about hall of the 564 GAIN participants
are volunteers.

“The No. 1 reason for people coming on wellare in
Napa County is because of divorce or separation, not
because they lost a job,” Longoria sald.

Since July, 24 of the Napa participants have found
jobs, ranging from 314 an hour at Kalser Steel to
minimum wage at McDonald's.

In one case, a woman with one child who had been
on AFDC for nine years found a job as a waitress.
Another reciplent with an 18-year-old daughter found a
$15.50 teaching job.

'“The mandatory provision Is having some good
effect,” said the oversight committee’s Frederlck.
“We are hearing from clients that had they not been
forced to participate, they would not have had the self-
confidence to go back to school or training.”

While the early reports from the fleld are optimis-
tic, the GAIN program ha its critics. i .

Among other things, they say, it does not address.
the problem of the males who {ather welfare children,
exempls too many AFDC recipients, will not save
money, and does not allov welfare recipients to work
in jobs usually done by union members.

Of a number of states that have already begun
workfare programs, one of the best known is the ET
(Employment and Trabing Cholces) program in
Massachusetts, !

The governor there, Michael Dukakis, says it is a -

success. But critics say It takes credit for the job
placement of many motiviled and well-trained persons
who probably would have bund work on their own.

In addition, the AFDC caseload in Massachusetts
has risen slightly since the program began in Septem-
ber 1983, from 86,999 to.87,4®, while the general
unemployment rate in the state plunged 40 percent,
from 7.2 (0 4.2 percent. ’

Page 2 of 2
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b0 said they need assistarnce to ctiain gamiui
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em:‘h}'n‘.enl may find more stch job opporiunities
uacey the planned statew ide worriare program.

That much touted program is scheduidsd to be
staried 10 ‘i next summer.

\‘ivrl;!;.rw is designed to ween most recipients off
welfare by foscing those who can Lo vork

Werslare — created by the Legiziulure as the
\'ire-tor Avenues for Independence Act (GAIN' of 1485
¢iaives abled-bodizd men und wonien un welfare to
azeire marketable job shills. then jobs

Last year, the siate earmarked more than $£15.8

miin e implement GAIN programs throughonut
California.

As incontives o those trying to break the we'lore
chamn, private emplovers may obtain county grants to
Day reciments

This procedure, called grant diversion, may give an
edze to GAIN-trained graduates entering the jcv
market.

Workfure will be implemcnted Yocally over a two-
year span beginning next July. Sacramenty County

A1 Bureau Chiel Jan» Rasmussen saia Friday.

('
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Oncc the workfare program fis under way, taxpay-
ers can anticipate applause from 73 percent of the
21,600 welfare recipients who responded to the survey

Here are some of the survey's results:

® Nearly 15,700 welfare recipients do want to |

obiain training that leads to employment.

~ More than 16,800 respondents said they nees
assistance in obtaining a job that pays adequately.

o Fifty-five percent have not complcted hi:h
school.

e Filty-one percent would prefer to obtain onthe-
job training.

& Thirly-two percent speak little or no English.

There are an estimated 30,000 wellare recipients In
Sacramento County.

Some recipients — including single mothers with_
children under 6 and the incepacitated — are not
required to participate in the workfare program,
Rasmussen said.

Workfare will force mandatory GAIN participation
on 12,156 recipients. Including the unemployed princi-
pal wage earner In a two-parent household and the
single parent with no children under 6.

Fifty-lwo percent of the mandatory participants
vun be unemployed fathers and 48 percent femazle

e=ds of households.

At least 4.800 persons can participate voluntarily.

Child care may be paid by GAIN up to 90 days after
welfare Is discontinued,

A recipient may continue to be eligible for non-
assistance food stamps and a medical card, but that
depends on the participant's income and resources.

The Private lnddslry Council has received $413.930
for remedial education and other service needs for
GAIN participants.

i



121

Work-for-welfare
program working

! The early returns on Cali-

. fornia’s pioneering new work-for-

" welfare program are in and they
indicate the plan is succeeding
beyond the expectations of its

" sponsors, who merely wanted it
to accomplish two unprecedented
goals: Reduce the welfare rolls
at the same time it put recipients
to work in real jobs.

In its earliest going, that's
exactly what GAIN (Greater
Avenues for. Independence)
seems to be doing.

In Fresno County, the state's
first guinea pig, 727 persons on
aid to families with dependent
chiliren had completed the job
training required by GAIN as of
Dec. 1. And 225 already had jobs,
working as everything from se-
curity guards to nurses aides,
roofers and fast-food fry cooks.

Listen to the rhapsody sung by
Romelia Carrillo, a 30-year-old
divorced mother of three who
was on wellare for three years
before the Fresno GAIN program
helped her find a job in the
dietary department of a local
hospital:

*I wanted to work'® she said.
“They helped me with babysit-
ting. paid for my first uniform
and work shoes and even paid me
2as milage before 1 got my first
paycheck. Their classes helped
me .learn how to fill out an
application and how to act during
the job interview. Now I'm
finally off welfare and I never
want to go back on. I was
shocked. I never thought  the
welfare department could help

rie find a job."”

What's happened to Carrillo
demonstrates  how  different
GAIN is from the short-lived
workfare program that was one
of ex-Gov. Ronald Reagan's pet
programs during the early 1970s.
At that time, welfare recipients
in several counties actually were.
forced to pull weeds, sweep floors
and clean parks to get govern-
ment assistance.

But none got useful job training
and virtually all stayed on the
wellare rolls as the plan was
eventually killed by Democrats in
the state Legislature who called
it a form of “slavery.” .

If the new $250 million a year '
prrg_gmm Is slavery, an awful lot
ol welfare tecipients seem to
want it. !

For volunteers abound in the 10
counties that have already begun
using the GAIN system, which is
scheduled to include all of Cali-
fornia by September 1988.

“'Almost all the counties on the .
plan are getting hundreds of
volunteers asking to be phased in
early,” reports Thomas Burke,

GAIN implementation coordi
nator for the state Department of
Social Services. **There’s been no
‘I don’t want to do it’ sort of
thing.” .

Stanislaus County is typical,
says Burke. The county had
planned to wait for annual
eligibility reviews before putling
existing welfare clients into its
GAIN classrooms, but had to
expand classes lo accommodate
volunteers.

As for the expected movement
of wellare recipients across coun-
ty lines to escape the program,
that hasn't happened, Burke says.
“We don’t see any increases in
caseload in counties neighboring
those that have already started.”
" And employers are also ap-
parently enthusiastic. “'Fresno,
Napa and Madera counties have
each had dozens of small busi-
nesses call in and volunteer job
listings,” Burke said. *'That was
totally unexpected.’

But there has been a continu-
ation of one aspect that Fresno
County officials hesitantly re-
ported when they began using
GAIN in July: At that time,
county officials said that about 20
percent of would-be welfare ap-
plicants were simply walking
away when they learned they'd
have to take training and seek
work. *

Now the county and state

Imperial Valley Press
1-15-87

aren't so definite with the per-
centage, but Robert Whitaker,
Fresno County GAIN coordi-
nator, says "'We know there's a
falloff."

The positive response from
both wellare recipients and
potential employers apparently
stems from the bi-partisan
nature of GAIN, which won
strong Democratic suppolt in the
state Legislature because it was
so different from the old Reagan
program.

“This is the only plan in the
country which tailors require-
ments for each individual,” said
Mare Pinckney, a spokesman for
the state welfare department.
“We're giving instruction in Eng-
lish, high school equivalency
training, day care and transpor-
tation where needed. It's not just
a make-work program.”’

So GAIN obviously has attrac-
tion for liberals. And its tough
participate-or-lose-your-benefits
rules appeal to conservatives.
too.

So far, the plan is an obvious
success. But the figures aren’t in
yet froin the few urban countics
already on the plan and big
counties like Los Angeles, San
Francisco and Alameda won't
begin until the deadline draws
near.

So the jury is still out on GAIN,
but all signs are positive.
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WIN one for workfare |

*Unless quick action takes place this week
as'tlie Senate-House conference committee
wrestles with the 1986-87 federal budget,
California’s new workfare program will take
a devastating pruning just as it's beginning
to grow.

~Hard-working Californians interested in
seeing more poor and jobless citizens leave
the welfare rolis and join the tax rolls should
contact their representatives in Washington.
The.message they should deliver: Trimming
back-the federal funding that helps pay for
the state’s pioncering workfare program is a
fiscally and socially unacceptable move.

The program, known as GAIN (Greater
Avenues for Independence), came about last
year through a compromise hammered out
between Democratic legislators and the
Deukmejian administration. Both normally
combative factions knew that public opinion
— even among many recipients — demands
change in the too-often dead-end welfare
system, ) N

‘Financed jointly by state and federal
funds to the tune of $93 million, the program
has begun in five counties and is slated for
implementation next year in Alameda and
Contra Costa counties.

But now the portion of GAIN's funding
that comes through the national Work Incen-
tive (WIN) program is in jeopardy. Com-
pared to this year's allocation of $350 mil-
lion, the conference committee is consider-
ing only $110 million nationwide for next
year.

Since California usually gets about 10
percent of the national total, the new figure
would trim the state’s current allocation by

two-thirds, from about $35 million this year '

to only $11 million next year. So big a

budget cut would cripple GAIN before it

becomes fully operational in the state.
Under the program;, all recipients of Ald

to Families with Déependent Children except

parents of children under 6 choose between
looking for work Independently, getting re-
medial education, training for a job or tak-
ing a job-finding workshop, backed by neces-
sary child care. e

Those who don't find jobs keep their wel-
fare grants by accepting assignments to
part-time public or non-profit work while
continuing their job search or training. Pub-
lic sector jobs must have some connection
with the training recipients have completed
and must pay at least $5.07 an hour, equal to
average starting pay statewide.

With emphasis on real jobs and decent
hourly wages, GAIN avoids what San Fran-
cisco Assemblyman Art Agnos, one of its

architects, calls the two most objectionable

components of previous workfare programs,
“meaningless ‘make-work’ jobs and unfair,
low pay.” Even participants see it as “a way
of getting out” of welfare, a way “to put
pride and dignity in people.”

Good workfare programs benefit taxpay-
ers, too. While a fully operational GAIN will
cost the state some $180 million in extra
funding cach year, its successful implemen-
tation will save some $272 million in AFDC
grants each year.

Turning previously dependent adults into
job-holding and taxpaying citizens will pay
dividends in the long run. But the state must
have sufficient help from the federal govern-
ment in order to reach that goa!.
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STATEMENT OF THE HONORABLE DANIEL J. EVANS, U.S.
SENATOR FROM THE STATE OF WASHINGTON

Senator Evans. I am pleased to do so, even though his testimony
will be delayed a short time.

I have felt for a long time, and especially from my previous in-
carnation, that the best of ideas very often come from the states,
are transmitted through their successes to other states, and eventu-
ally work their way up to national policy.

I can’t think of anything more important for us to be doing today
than trying to find a better policy in the field of welfare. I know
the Chairman agrees with that, from his eloquent testimony and
speeches of the past, in terms of the breakdown of our current wel-
fare system, especially as it relates to AFDC, and new programs
and ideas which could allow us to do a better job.

I have presented a program under the Federalism Act of 1986. I
have testified before your committee before on that. The rather
unique, I think dynamic, interesting program that Governor Gard-
ner has suggested for the State of Washington is fully in accord
with the Federalism Act, which is much broader of course in its
coverage; but this proposal of the Family Independence Program or
plan I think is terribly important. That is the plan of the Governor
of the State of Washington. He has developed it with a consider-
able amount of investigation and preparation. He will present it to
you this morning, and I certainly urge this Committee and this
Congress and this Administration to listen carefully to what he
will have to say, and hopefully to react with the necessary waivers,
some of which will be administrative in nature but some may re-
quire some legislation.

I think it is imperative that we allow states with good ideas, with
innovative ideas, to proceed in their directions and give us from
their experiences better answers from which we can craft national
programs.

Senator MoyNIHAN. Sir, I couldn’t be in greater agreement, and
the evidence is so clear. We just heard from Mr. Agnos describing
what California was doing, and ascribing it in the first instance to
the inspiration of Governor Dukakis in Massachusetts. And next,
shortly, we are going, to hear from Governor Gardner of Washing-
ton. Something is happening out there, and it is happening the way
~ it was supposed to happen, that the states would have opportuni-
ties to innovate, experiment, and deal with different situations in
different ways, and if we are going to have some national uniformi-
ties, Congress can legislate them in a consistent way.

We are looking forward to hearing your Governor, your succes-
sor, and we thank you very much, sir.

Senator Evans. I wish I could stay and listen to him personally,
but I have already had an individual briefing from him on this
plan, and I commend it to you and commend it most highly.

Senator MoYNIHAN. Thank you very much.

We are going to be democratic here. Senator Kennedy arrived
just after Mr. Agnos began speaking, and we welcome the distin-
guished Chairman of the Senate Committee on Labor and Human
Resources, who has already brought his work component to this
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puzzle. It is out of the Committee, and I think yours is on the cal-
endar, is it not, sir?

STATEMENT OF THE HONORABLE EDWARD M. KENNEDY, U.S.
SENATOR FROM THE STATE OF MASSACHUSETTS

Senator KENNEDY. Thank you very much, Mr. Chairman.

The bible teaches that it rains on the just as well as the unjust,
and today it is snowing in Washington and on all of those who are
concerned about trying to bring some enlightened and informed
and compassionate leadership in the whole area of welfare reform,
and how we are going to move people off dependency.

I welcome the leadership that you have provided here in this
Committee and, most importantly, for the Senate, and for our
country. I think all of us in this body know very well that this has
been a subject matter where you have spent an enormous amount
of time and creativity. Those across our country who have been in-
terested in an informed and enlightened policy have listened to
your voice, now the country is addressing these issues. I for one
want to say what a pleasure it is to know that you have the respon-
sibility here on the Finance Committee, to lead the body of the
United States Senate, and how much we on our Human Resource
Committee are hoping to work with you in a constructive and posi-
tive way. We have enjoyed working together in the past as friends,
and we welcome the opportunity now to try to see if we cannot put
on the unfinished agenda of our country the proposals which can
make some difference to millions of people whose lives have been
blighted with the inevitable outcome of continued life on welfare.

Mr. Chairman, I know you have a very full morning. I would like
to file all of my material and just review this program with you for
the record. I know you are very familiar with this concept, with
the program. We have had a good opportunity to talk at consider-
able length in the past about it, so I know that you are familiar
with it. We will file all of the statements and related materials so
that it will be available for the record, for members of the commit-
tee and their staffs, and I will just review this briefly with you
again to try to highlight the program this morning.

All of us understand very well, Mr. Chairman, that the basic
kind of fundamental welfare package lies within the Finance Com-
mittee and must be determined, shaped, addressed before the Fi-
nance Committee. Our responsibility on the Human Resource Com-
mittee, is basically to try to find ways of moving the people off wel-
fare and onto a path of some hope and op%ortunity, and trying to
bring together some of the elements which have been outlined here
this morning and which have been raised in our own committee
hearings—areas in education, some training, other kinds of support
services which can make such a difference in terms of the needs of
many of the families today.

Senator MoyNIHAN. Could we ask what we have?

Senator KENNEDY. What we have here, Mr. Chairman, is a chart.
Our first column here, lists the total numbers of the AFD house-
holds; from 3,700,000 families, this is probably 10 to 11 million
Americans. This, as you know, is only the AFDC. It doesn’t include
all of welfare, but a very substantial part. So, we have the 11 mil-

78-474 0 - 87 - &
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Pon Americans who are living in the approximately 3,700,000 fami-
ies.
We have a program in our Human Resource Committee on which
the Federal Government spends about $2,800,000,000 called the
JTPA Program.

Senator MoyNIHAN. That is the Jobs Training Partnership Act.

Senator KENNEDY. The Senator is correct. The Chairman is cor-
rect. And we, in the period of the last five years, have fashioned
that program, trying to take into consideration various other train-
ing programs—the old CETA program, job Manpower programs—to
try to bring into this program a more active private-sector compo-
nent, and quite frankly we have had a very considerable success in-
volving the private sector. That has been one of the successes of
this particular program.

It has placed some 6-700,000 individuals into employment; but, of
the 650,000 people that it has retrained, only 150,000 of those indi- .
viduals have actually come from the AFDC program, and that is a
very significant and important statistic.

Of the 150,000 AFDC participants in JTPA, only 25,000 of this
number would have actually been in what we call the JEDI target
froup. Now, the JEDI target group is a defined group in the legis-

ation that indicates has not attained 22 years of age, has not com-
pleted secondary school or its equivalent, has had no work experi-
ence in the year preceding the year for which the determination of
‘eligibility under the Title is made.

0, what we are doing here, Mr. Chairman, is to recognize—
based upon all of the past studies which you and this committee
have been interested in—that we can tell today—the Congress can,
the Governors can—when the person walks into the office, that
day, that if they fall into this category defined in our part of the
JEDI Program, we are 65-percent certain that they are going to be
on welfare for a period of 10 years.

So, the thrust of this is to try to take this targeted population
which we know, based upon studies, and see what can be done
about those individuals.

We will address in our Human Resource Committee the 650,000
which we are rertaining now to see how we can make that more
effective. In carrying through our responsibilities, we want to
retain private sector involvement. And we are very hopeful, Mr.
Chairman, as we fashion this JEDI Program, which is targeted in
this population, that we can include the private sector component
in there, as well.

Now, the thrust of this legislation provides that when this indi-
vidual which I have described here falls within this particular cate-
gory, and you know that there is statistical evidence that they will
remain on welfare, is employed and it is certified that they have
been employed at a rate which will have been the equivalent—at
least the equivalent—of the sort of resources that they would have
received; that savings will come to the Federal Government. We
know, of the total dollar which is actually expended in support of
welfare, AFDC, about 63 percent of it comes from the Federal Gov-
ernment.

So we are going to see sizeable savings when an individual is
moved, as we have seen occur in other programs—in the ET, the
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MOST and WIN and ACCESS and other kinds of proErams. So, of
the savings that come to the Federal Government at the end of the
first year, 75 percent of those savings go to the state; in the second
year, 50 percent of the savings go to the state; in the third year, 25
percent. So that is a bonus to the respective states.

Now, what does that amount to, Mr. Chairman? That amounts to
this: That the states themselves would receive $3684.00 for the
training and placement of these individuals. We have seen in our
own Commonwealth of Massachusetts that about $1,600 of training
goes into this. It may vary between $1,600 and $2,000. We are not
wedded to what that percentage is—75, 50, 25? I think you could
make a good case to even increase this—but we have basically
taken what we consider to be a responsible, a bonus, provision and
put it into place. That would represent 3,600 in 1984 dollars, as I
say, anywhere from $1,600 to $1,800 for the first year. You reall
can’t do very much less. Some states do, with $600 to $800, but all
you are basically doing is a research program on want ads; you are
not really Fetting a varied and effective program. But if they do
the kind of program that we have seen in the ET and that the
other states have done, you can get into qualification for these indi-
viduals who will be, then, employed, and the states get $3,600.

This figure over here, this line over here, represents the
$26,950—what would have been the dependency cost, the federal
cost, to the Federal Government for that individual who, again, is
defined in this legislation. The best statistical information is that it
would have cost the Federal Government the $26,000. So, this l?ro-
gram is saving the amount of money here, some $25,000 to the Fed-
eral Government over what would have been the projected depend-
ency life of that individual. The important fact remains that not
one nickel is expended in this program until actually you have an
individual who is gainfully employed for the period of that one
year.

That is, basically, Mr. Chairman, what the incentives program
provides for the states. We give maximum flexibility to the states
to be able to develop the kind of program, using the experiences
that have been worked out in the States of Was,ﬁington and Cali-
fornia, the State of Michigan, and other political subdivisions.
Some communities have worked out similar kinds of programs.

We reference those particular features of the various programs
that are compellin% in terms of health services support, daycare
services support, other kinds of support services which have been
common to successful programs across the line.

We do not tightly restrict, when the benefit comes back to the
states, how they are going to use those resources. We would insist
that they would use those resources for this kind of a program, but
we do not restrict those programs.

We recognize now that we have anywhere from $250 million to
$300 million which has been appropriated which has not been ex-

nded for this program. We hope to be able to use those 250-
00,000 to begin to focus incentives to the states where they have
the highest numbers of AFDC individuals for targeting, and then
we hope that this program will be unlimited; because we do believe
that, if the states move toward this kind of a program, if they see
the incentive, they will know it is going to be a sound investment
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for them for the future. If they put up the $10 million or $20 mil-
lion, hopefully they will know that over a period of time, a few
years, they can get reimbursed by the Federal Government in this
area. So, it will be a sound and responsible incentive for those
states to begin to multiply the effect, really, to provide the initial
kinds of resources with monies that have already been budgeted,
through appropriation, and have not been expended—no new kinds
of funding on that, no new budgetary consideration—carrying for-
ward what we think are the central responsibilities we have in
trying to address these particular needs.

So, we are hopeful, Mr. Chairman, that we can continue this
type or innovatile policy. As a leading, prime cosponsor, your own
support for this program has been enormously valuable and very,
very important. Your insight and constructive suggestions as we
have been shaping this program has been enormously worthwhile.
We are grateful to you for it; we have bipartisan support for it,
strong bipartisan support in our Human Resource Committee, and
we are hopeful of being able to work very closely with this commit-
tee as you are moving in this whole area of welfare dependency, so
that we can have a constructive, positive and humane, cost-effec-
tive program for those people who have been left out and left
behind in our employment system.

Senator MoyNIHAN. This is absolutely first-rate stuff.

We welcome Senator Rockefeller. Senator Kennedy has been de-
scribing the JEDI legislation which has now been produced and in-
troduced.

The basic notion is that this starts with something we have
learned. We have learned that what we think of as the population
of welfare is not just one uniform group of people. There are some
who need assistance because of temporary circumstances. But like
unemployment insurance—and unemployment insurance is part of
the Social Security Act; we sometimes forget that—there are par-
ticular groups of young persons, and you described them, under 22,
not finishing high school, not having steady jobs, and when they
appear in a welfare category, they are going to stay there unless
substantial efforts are made. This is a proposal to target some of
the available resources and reward the efforts of the states, who
are obviously more and more concerned and willing to try.

You know, this is learning. It has been a process of learning, and
I just hope that this legislation is on the President’s desk by July,

if not sooner.
Senator Rockefeller, we welcome you through the storms of Feb-

ruary.

STATEMENT OF HON. JOHN D. ROCKEFELLER 1V, U.S. SENATOR
FROM THE STATE OF WEST VIRGINIA

Senator RockEFELLER. Overestimated, Senator.

Senator Kennedy, your family has much to do, in my judgment,
with the concentration and the bringing to attention given to pov-
erty in America. Your brother, President Kennedy, visited West
Virginia, as did your brother Bobby, and you have come to our
state many times. You have seen it in ways which few others have,
and you have responded to what you saw. The food stamp program,
the Appalachian Regional Commission, and a lot of other impor-
tant programs went to work in West Virginia because of you and

your brothers.
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One of the concerns I have with respect to the “JEDI” proposal

you are now presenting is that it rewards only non-subsidized em-
ployment. When I was Governor we started, in 1981, a CWEP (com-
munity work experience) program with the hopes that we would be
able to get welfare recipients into nonsubsidized jobs. But we
couldn’t, because there weren’t any jobs, and there aren’t any jobs
now.
Is that a flexible or inflexible part of your program? I can under-
stand it working in a number of states where there are jobs. But
you go down into McDowell County, where you have been, into
Boone County, and into Raleigh County—there are not free enter-
prise jobs down there. And if you want a young person or a mother
or a father on welfare to go and help as a Deputy Sheriff or to
work with the streets program, or something of that sort, that will
work; but “free enterprise’’ there is not. The coal mines are shut-
ting down and the steel mills are not operating. As you know, 4
percent of the land is flat and 96 percent is mountainous, and
there is not much place for new businesses.

Now, I don’t mean to overexaggerate—all states have problems—
but is the non-subsidized job a requirement for the reward in your
program?

Senator KENNEDY. Well, it is in the legislation, Senator. We have
built this particular program on the states’ efforts, and there have
been a number of them who have worked very closely with the
kind of support services and education, health, and the other kinds
of support services, in moving people off the dependency, and work-
ing with a number of the private enterprise groups and it has
worked in that area. And that, I would hope, would be maintained
and would be the principal thrust of the legislation.

But I think, as that is certainly the purpose of these hearings, to
try to find out how we can best shape solutions that are going to be
responsive to particular problems we are facing as a country, we
are clearly a multidimensional nation.

We would be glad to work with you and your committee to see
what particular features of this might be adaptable to areas not
only in your own state of West Virginia but are common, clearly,
in eastern Kentucky, parts of Tennessee, I imagine, and other parts
of the South-Central part of our country. And we would be glad to
try to see what suggestions you have.

We have seen over the period of the past several years in many
other parts of the country that being able to place these people into
employment has not necessarily depended upon the levels of unem-
ployment. We had in our own State of Massachusetts reduced our
unemployment in the Seventies by half and doubled our welfare
population.

In shaping this program, we were trying to put that concept
aside, trying to spend more time and effort to find the various
kinds of possibilities in the employment and training arena. Clear-
ly, we have had some success in our own state, through a variety of
different circumstances.

But accepting that even in some other states where they have
had higher employment; these programs have worked even in
places like Michigan—I know Congressman Levin will speak—
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where they have had higher unemployment, and they have still
been able to work out these kinds of programs.

So, we want to keep that kind of a thrust.

I want to say I would welcome the opportunity to work with you,
Senator, to try to find out if we can take the concept and the spirit
here in order that we move people off the dependency rolls and
onto paths which offer future and better open opportunity. That is
the central thrust of the legislation, and if there are other ways of
doing it, we would welcome the opportunity to work with you.

Senator RockereLLER. Thank you, Senator.

Mr. Chairman, I have pointed out to Senator Kennedy a number
of times, and he knows it very well, but I would like to say to you,
too, that in 1964 I was a young student learning the Japanese and
Chinese languages, and I worked for the Peace Corps—which of
course was started by President Kennedy—I also worked at the
State Department. I went to talk to a young Attorney General by
the name of Robert F. Kennedy. He told me it would be a good idea
to be a VISTA volunteer and helped me to go to West Virginia.
That was 23 years ago.

I also am struck by the wealth of programs and ideas that are
coming out of both parties now. It would seem to me—remember-
ing back to that time and being a VISTA volunteer, talking about
welfare issues the way we are now was almost un-American. Now,
there seems to be tremendous intellectual integrity, compassion,
and a surge of interest in really doing something that 1s meaning-
ful for people that get trapped.

As you indicated, if people are on AFDC for more than 2 years,
they may stay on it for more than 10 years or for a lifetime. Only a
very few of them get off after a certain amount of time. So, this
thrust to do something on your part, Mr. Chairman, and Senator
Kennedy’s part and Sander Levin’s part and other people’s part, I
think is terrific, and I have nothing but my highest respect for you,
as well as great gratitude to the Kennedy family for even being in
West Virginia in the first place.

Senator MoyNIHAN. Can we agree that we will get our staffs to
work on this particular question that Senator Rockefeller raises,
which is what you do in a situation where there is simply not that
employment base to work with?

Senator KENNEDY. Sure. We welcome the opportunity.

Senator RockereLLER. Thank you.

Senator KENNEDY. Thank you.

[The prepared statement of Senator Kennedy follows:]
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TESIMONY OF SENATOR EDWARD M. KENNEDY
BEFORE THE SUBCOMMITTEE ON SOCIAL SECURITY ANLC FAMILY POLICY
FEBRUARY 23, 1987

Nearly four million American families will receive Aid to
Families with Dependent Children (AFDC) this year. And most of
these families will receive AFDC for most of ten years. These
are the most needy and most expensive of the poor -~ they have
the fewest resources, all have children, and these families
will consume most of the AFDC dollars spent each year.

Federal job training efforts have largely missed this
group. Not only do federal efforts suffer from a lack of
resources, but the resources we have are misdirected to those
who are easiest to place rather than to those most in need.

The principal federal job training program is the Job
Training Partnership Act (JTPA). JTPA spends $1.8 billion each
year on job training for 700,000 "economically disadvantaged"
persons, but less than 150,000 AFDC recipients are enrolled in
the program, and of these perhaps as few as one-third are long
term dependents. The Work Incentive Program (WIN), funded now
at $115 million, provides less than $35 per welfare family, and
even this paltry amount is often targeted to those for whom
jobs are easiest to find rather than to those for whom job

training would be most helpful.

There is impressive evidence that job training efforts
directed to the long term poor can succeed. The Massachusetts
Employment and Training Choices program (E.T.) has reduced the
number of families that remain on AFDC for five or more years
by 25%, and it has reduced the average time that a family

spends on AFDC by one-third.

Despite the impressive evidence that action can succeed,
too little has been done. JEDI creates a new incentive for
states to find, train and employ the long-term dependent -- and
it does so in a way that reduces the federal deficit.

JEDI identifies two groups that are likely to receive AFDC
next year and for several years. If an agency, private or
public, within a state trains, places and privately employs a
person from those groups for one full year, the federal
government will pay the state a bonus of 75% of the federal
AFDC benefits that would have been received by that person if,
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the person has not been employed. 1In the second year of

successful employment, the state receives 50% of the predicted
AFDC payment, and in the third year 25%. In the average state,
the JEDI bonus would be $3,684 over three years' time.

No federal bonuses will be awarded until corresponding
federal savings have been achieved. Thus, while the federal
government would pay out §$3,684 in average bonuses over three
year's time, it would save just as much. In fact, because the
target groups identified by JEDI stay on AFDC an average of
eleven years, the federal savings produced by a successful

placement will be several times the bonus amount, JEDI will
not fund failure -- only successful, long-term results are
rewarded. Maximum flexibility is afforded to the states; JEDI

does not dictate how to deliver successful results,

Finally, JEDI could be the catalyst for real change in
long term dependency. We know that dependency costs money, and
that solving it costs less. By offering strong fiscal
incentives for success, we can bring to hear the best of
government and of the market's forces to produce a result we
all desire -- and at savings we greatly need.
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Senator MoyNIHAN. Thank you very, very much.

That is exactly our experience, what they are doing in Human
Resources, of disaggregating the welfare population and not just
seeing it as one undifferentiated mass of people. There are persons
who are temporarily in distress. At times that happens to families,
and that is why we have social insurance. Yet there are other

ple who are in real trouble. And if we don’t get to them, we
- have failed them. :

About 25 percent of AFDC recipients account for nearly half of
all years spent on welfare, which we didn’t know before. That is
one of the nice things about this country—every so often we learn
something.

And one of the other nice things is that we have friends from the
House come over to teach us from time to.time.

Mr. Levin, we welcome you, sir. You are here despite a snow-
storm, hail, and what you will.

Our distinguished friend, who has distinguished connections in

this body as well, we welcome you.

STATEMENT OF THE HONORABLE SANDER LEVIN, U.S.
REPRESENTATIVE FROM THE STATE OF MICHIGAN

Congressman LEVIN. Thank you so much.

You have been known for your perseverance, and one test was
this morning. This may be the only hearing going on on The Hill.
-One rumor was that they plowed the streets of Washington so you

could go on this morning.
Senator MoyNIHAN. Well, you were here. You were the first to

arrive, Congressman.

Congressman LEVIN. Mr. Chairman and Senator Rockefeller, one
item that was not buried was the revision of the bill that we intro-
duced last year and that came from the Legislative Counsel before
the storm to our offices late on Friday. I know we intend to reintro-
duce it, and I wanted to comment briefly on the circumstances
today as compared to last year and the years before.

For many years, you were a voice in the wilderness, and now
there is a rather large chorus. You are still the leading—what is
it?—baritone or tenor, I am not sure which it is, but the numbers
have grown. And I think it is interesting to ask why.

One reason, it seems to me, is just the sheer numbers of poor
kids and young adults. Society is more and more taking cognizance
of the millions who live in poverty and the increasing numbers.

Second, Mr. Chairman, it has become more and more clear the
link between lack of training and education and poverty. I come
from Michigan. It is clear that the day of the decently-paid un-
gkilled job is over—it is over. For my generation, if there were no
training, no skills to begin with, there was a blue-collar job. I was
one of them. I was one of the most unskilled tool crib men in the
history of Dodge-Main and was paid a rather decent wage. Those
days are behind us.

Another factor that has been changing, as you have so eloquent-
ly pointed out, women are working. Another factor, training works.

Training has been working.
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And a fifth factor that has been more and more evident has been
state experimentation. There has been reference this morning to
the MDRC report, and the-GAO report in its usual blue cover,
quite thick. And we should not overstate their conclusion, but we .
should not lose the significance of it.

.The gains have been modest when welfare and work have been
creatively linked, but they have been real. As you have pointed out
so clearly, there is more to welfare reform than the welfare-work
linkage; there is the issue of child support and the issue, also,
clearly, of the levels of benefits.

But the welfare-work issue is an area, as I mentioned in page 4
of my testimony, that has driven the deepest wedge into reform ef-
forts in the past; and I think, until it is resolved, it is likely to
deter progress on other issues.

Even if we can make a start, a further start this year, and I hope
we can, on the income side—it is badly needed—it 1s my guess that
we won't reach adequacy until there is a system in place that is
helping people move forward and not leaving them where they
stand. And as importantly, there is a public perception and under-
standing of that progress.

The work-training component, in my estimation, is a fundamen-
tal part of comprehensive reform, likely its leading edge. '

I was in St. Louis Saturday talking to a welfare reform group
about the interaction between opportunity and obligation. I think
it has been shown in a number of states that the welfare-work link-
age, if it is creative and not just negative and punitive, is a meet-
ing ground. It is where opportunity and obligation can construc-
tively meet.

So I think it is time to move ahead. We are planning on reintro-
ducing our WORC bill I guess this week, with some changes. Let
me, if I might, just briefly describe it—very, very briefly indeed.

Senator MoyYNIHAN. No, you got here; take your time.

Congressman LevIN. All right, thank you.

First, it embodies a national mandate for welfare reform and for
these creative efforts to link welfare and work, and it is a national
mandate that is a mandate to the states.

In our State of Michigan, and it has been true in most states,
there has been this bifurcation between the welfare departments

and labor departments.

Senator MoyYNIHAN. Yes.

Congressman LEvVIN. Right, and the twain did not quite meet.
The welfare department took care of payments, the labor depart-
ment took care of training. So, there is a national mandate with a
requirement, with a clear placement of responsibility in welfare
agencies on the federal level and on the state level.

There is also a mandate that there be registration, counseling,
and assessment of non-exempt recipients. There is also a mandate
within our bill that education and training must be provided.
There is also a mandate for child care and transportation and,
after further assessment, we are building health into this as a tran-
sition service.

How these mandates are carried out is left to the states. There is
flexibility. It builds on the experimentation within the states. How
far mandating goes is up to the states, the difficult issue of wheth-
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er y)vork itself is required, and for people with children, of what
-age’
When 1 was in St. Louis on Saturday, I urged everybody not to
become hung up only on the issue of mandating work. It needs to
be worked out. States come to different conclusions. Massachusetts,
with ET, came to one. They warnted to emphasize the opportunit{,
the assessment, the counseling, and felt that because most people
on welfare really want to work, the response would be there.

Other states have gone beyond that. But it is interesting as you
go into this—and I have tried to follow your lead—how much varia-
tifon thlfre is among the states—right?—as to the mandatory nature
of work. .

But our bill goes beyond a national commitment and some man-
dating with flexibility; it puts some resources where our commit-
ment is.

It is interesting to hear from California. The same story is in

every state. They say, “We’ll be creative, but we want linkage with
the Federal Government, and we want some help from the Federal
Government.” And so we provide resources, as you so well know,
on a 70/30 federal/state matching basis for training and retraining,
and 50/50 in terms of administration, child care, and transporta-
tion. :
- We also worked hard in this bill to incorporate some perform-
ance standards, so that we just don’t judge by numbers, so it isn’t
just a revolving door in and out, so that there isn’t—I don’t like the
word ‘“‘creaming” because people aren’t the product, but we know
what it means. In JTPA, one of the critiques is that money has
been short so that the easier cases or instances have been empha-
sized, a lot of resume preparation and the like. I think that is an
overstatement, but there is some truth in it.

The performance standards in our bill, WORC, go beyond that,
and we are concerned about placement, concerned about quality as
well as quantity, and we have built an incentive into it for the
meeting of these performance standards.

The cost? I want to say a word about cost as I finish, and also
about pace. In my testimony there is a discussion of pace—and I
don’t mean this in a partisan way, but I mean it in a clear-cut way.
I point out that the Administration, in their recent study that you
commented on, “Up from Dependency,” and in their draft legisla-
tion, seemed to be emphasizing that we needed another five years
of pilot projects. You know, I think we have the ship, a variety of
ships, and we don’t need more pilot programs.

In his statement releasing his report, the President said, “We
must face up to what we don’t know.” I think what we are saying
here is that it is time to face up to what we do know.

We have had five years of local experimentation and initiative,
and now is the time to act. We are the first to say that we don’t
have all of the answers, but we know a great deal about what it
takes to help those on welfare to become self-sufficient. Our rally-
ing cry should not be five more {ears of pilot projects.

A final word on costs: The bill is going to be bipartisan. We have
been working on that in the House. There is a realization that it is
going to cost some money. You and I asked CBO to estimate our
bill last year, and they came back with a cost of about a billion dol-
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lars over five years. We sent it back saying that was probably too
low. They returned with the same estimate. With the amendments,
tl}g costs will be higher, especially if we handle the issue of Medic-
aid.
It makes no sense, as you said so clearly, for us to try to stimu-
late training and work if the cost is the loss of health care for the
recipient, right? :

Senator MoyYNIHAN. Yes.

Congressman LEVIN. This makes no sense at all. So, there will be
a cost. But we need to ask ourselves: Is a billion or two billion over
several years worth it? And the answer coming from the states,
coming from welfare recipients, more and more coming from the
public, and certainly coming from both sides of the aisle in the
Congress is that it is worth it. In the end we are going to save
money, perhaps. Clearly, in the end we are going to save lives, in
terms of hope, in terms of fulfillment.

I am proud to be associated with you, Mr. Chairman, and with
your colleagues, and I think perhaps—somewhat to the surprise of
at least myself—the pace is moving faster.

Senator Kennedy and I were discussing your vim and vigor and
vinegar. I think you have helped a rebirth of this issue, and it is
time to begin to deliver the child.

Thank you.

Senator MoYNIHAN. Very generous, too generous, but beautifully
stated. [Laughter.]

Now, the case for the WORC legislation. This is an idea whose
time has come, and I think this is the Congress in which we are
going to see it happen. There is no reason whatever not to pass this
legislation this year and see it in law.

What we are dealing with is a generation of children. We look up
in this world, suddenly, and the whole American spirit has gotten
reversed; we had just become settled with the idea that each gen-
eration is a little better off or considerably better off than the pre-
vious generation, and suddenly we look up and wonder if this is not
just reversed, that the best times have passed. And as you look
down the age scale, you see the problems of poverty and dependen-
cy rise. I mean, one child in five in this country right now is living
in poverty. And if that is our future, what happened to us? It is
just beginning to sink in. You know, it is 17 years. I think Senator
Rockefeller knows this: the median family income in our country
has not risen significantly in 17 years. There just has been no pre-
vious experience of this kind.

And the point you made about the day of well-paid unskilled
work being over. I remember in the first Manpower Development
Training Act of 1962, I was then the Assistant Secretary of Labor.
We used to find in places like Detroit, men who would come up
from the South or in from West Virginia or up from Mississippi—
you know, the Illinois Central Railroad, that kind of thing—and
they had been perfectly self-supporting, well-paid, stable workers.
Then the plant closed, or something happened, and it turned out
they had no skills of any kind; they did very well what was re-
guired of them in the first round of industrial life, but when that

isappeared we just found people desperately in need of training
that had not previously been required in the New World. And to
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act like there was something the matter with them was to deny the
reality. We have done it, we continue to do it, and either we are
ﬁoing to get ourselves together in this thing or we are going to
ave a lot of trouble, I think.

Senator Rockefeller?
Senator RocKEFELLER. Mr. Chairman, I have to say that I think

Congressman Levin put his finger on something very important
that ought to be said at all public occasions, and that is your own
heroic history on this subject.

I can remember many articles about Senator Moynihan, in years
past dealing with his vews on welfare—few of the articles were
flattering. But it appears today, people are recognizing that he was
telling the truth at a time that it wasn’t very popular to hear it.

I say that as background, again to stress the really superb work
that is being done on this. I had forgotten, in a sense, how impor-
tant this was. I guess I had forgotten it because I wasn’t sure that
anything could ever be done about it.

r. Chairman, if you will indulge me a memory, I mentioned a
moment ago that I was a VISTA worker quite a long time ago, and
I can remember taking a young man who was of employable age
from the community where I was working. In that community
there were 56 families, 50 of them were on welfare, and I worked
there for two years as a VISTA volunteer. This young man had ev-
erything, Congressman Levin, presumably going for him—he was
able, he was attractive, he was energetic, he wanted to work. But
he was untrained. I took him in for a job interview in Charleston,
West Virginia, our state capital, to a plant where I had arranged
for the job interview.

So, this young man of willingness to work came in, and we had
to go up to the fourth floor for the job interview. We went up on an
elevator, and he had never been on an elevator. If you have never
been on an elevator and you go up for the first time, that is not an
easy experience.

So, when he came in for the job interview, Mr. Chairman, he was

a fairly traumatized ]y;oung man. He sat down facing the person
who was going to ask him the questions, and I was right by his side
as a support system—I was his friend. Behind the interviewer was
a window, and the sun was pouring through it into his eyes. He
was, one, nervous, and two, wasn’t able to respond very well be-
cause he was uncomfortable with the sun beaming right into his
eyes.
So, the interviewer told him to lower the blinds. Well, the blinds
were venetian blinds, and in Emmons—this community where I
worked—venetian blinds were not prevalent. So, I watched this
young man over a period of about a minute and a half, I would say,
try to do something called “lowering the venetian blinds.” And I
watched him in his frustration, unable obviously to do anything
with the blinds. He ended up finally taking the bottom slats and
hanging from them with his full weight, feeling that he had to
“lower the blinds.” The result, of course, was that he was so utterly
humiliated he couldn’t even, as I remember, answer what his name
was when the interview started.

That struck me then, that on the one hand there were the people
who want to work, as did he, as opposed to the people who would
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have the skills and the training to work, and how a venetian
blind—much less math, science, education and verbal skills—could
undo a willing young worker.

I find in West Virginia now, Mr. Chairman, we have the highest
participation—at least we did in 1985—of people participating in
the WIN Program, according to this report that you have before
you, Congressman Levin. People are trying. And we also have the
lowest success results in terms of WIN participants entering unsub-
sidized jobs of all of the states-—the highest number of people trying,
the k1E‘ewest coming out of it with success—because there i% rfot
work.

And at some point when there is no work, people begin to know
that, and then they begin to get discouraged, as did my friend get
discouraged. He just—after about six months later—he was gone.
You know, where he is today, I have no idea—long, long gone. That
kind of humiliation he didn’t need in his life. He tried once more
for a job, and it didn’t work, and off he went.

So, do we need more study? No. I saw these things 20 years ago;
the Chairman saw these things more than that; you have been ob-
serving them. I mean, we don’t need more studies; we need action,
we need programs.

Yes, it is going to cost money at the beginning, the program
which you two are sponsoring is going to require increased funding
at the beginning. But I also think in time it will save money. And 1
think we have to be willing to pay that money now to save money
later on, and to do what we need to for people who want to work,
who could work, but who simply must get the training to get a job.

I like your notion of performance standards very much. I see a
possibility, in fact, in terms of a whole new view of welfare as a
problem of national conscience which doesn’t have a dark and
nasty side, and performance standards will help to legitimize our
efforts. You know, if we do this properly, if we are tough, then this
effort will become like other programs—worthy of consideration be-
cause they are applying rigorous standards, and people should
come to accept the program and not be as hostile towards it.

I think the WORC Program which you two, Mr. Chairman and
Congressman Levin, are putting forward is a superb program, and I
woulld ask the Chairman’s permission to be a cosponsor of that pro-
posal.

I enormously admire what you both are doing, and what you
have done for so many years, Mr. Chairman.

Congressman LEvIN. Thank you.

Senator MoyNIHAN. Thank you, sir.

Congressman LEvIN. If I might just close by referring to your ref-
erence to WIN, the program, the funding expires in June, I believe.

Senator MoyNIHAN. Right.

Congressman LEVIN. So, there is a sword dangling, and let it be a
target. Maybe we can get out of this wonderful institution a bill, if
not by June, by summer, for a Presidential signature.

Senator ROCKEFELLER. And along with that sword dangling, Con-
gressman Levin, there has been chopping in the last several years.
You know, I am not being political, either, but a few years ago we
used to get $4 million for WIN in West Virginia, and it has now
been reduced to $1 million, so there is precious little to work with.
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Senator MoyNIHAN. We can’t go on saying people have to find
work and not give them the capacity to do it.

Do you remember that French economist Mr. Say, and Say’s
Law, which seemed to reverse our general perception? Say held
that supply creates demand, and that is absolutely the case with
skilled labor. If you have skilled labor, you will find that jobs will
be created because the labor is there. It is something which we
tend not to remember, that skilled labor is an opportunity for en-
terprise. In its absence, enterprise doesn’t expand.

Congressman LEVIN. Yes. So much so that states have shown, at
least in some cases, that the important thing is training for real
jobs. It has moved so fast that no longer are people talking about
the person in the Cadillac; indeed, I think no longer are people
saying the answer is to give people the address of a fast-food res-
taurant; we need to train people beyond that.

Well, Mr. Chairman and Senator Rockefeller, thank you very
much for this opportunity.

Senator MoyNIHAN. Thank you, sir, and we are going to put that
bill in this week, right?

Congressman LEVIN. Yes.

Senator MoYNIHAN. And we have a cosponsor already.

Congressman LevIN. Good, and many in the House as well as in
the Senate.

Thank you so much.

Senator MoyNIHAN. Thank you, sir.

[Congressman Levin’s written testimony follows:]
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Our nation is in the midst of a reexamination of our welfare

system. This is hardly the first such occasion, but it does seem

a particularly auspicious one.

Why'should the 100th Congress expect success where so many

have walked unsuccessfully before?

One reason is the sheer passage of time and your continued
commitment, Mr. Chairman, to challenging norms and folkways. It
has thrown the current welfare system into sharp relief, exposing

the inadequacies, not obscuring them.

A second reason, and maybe the most important, is a new sense
of common ground on so much of the welfare debate from both sides
of the political aisle. There is a recognition that most of
those on welfare waﬁt to get off. There is an understanding that
barriers to self-sufficiency must come down so that people can
pick themselves up. There is an appreciation that the family
unit itself must find a society that builds on its strengths, and
not one that magnifies its weaknesses. And there is an
acknowledgment that for some, the tragedy of poverty has grown

into an unhealthy dependency.

This common ground has led to a fundamental rethinking of the
concept of welfare. And not a moment too soon, for it is the
children that have paid the price. Poverty today is a story
about the young. 40% of all those in poverty are children, and,

as you have 8o correctly stated, we don't have children to waste.



AT .

T e
&

142

Parents - both mothers and fathers - have a duty and an

obligation to their offspring.

This duty is to provide support for their children, whether
or not they are together in one household, to the extent
feasible. If the family income is inadequate, there is an
obligation on the part of the parents to seek education, training
and work to increase that income and become self-sufficient - and
society has a reciprocal obligation to provide the necessary

opportunities. And finally, if the income parents contribute is
still inadequate, society has a responsibility to provide

children with a decent standard of living.

This confluence of thinking is perhaps most evident in the
the long battle over work and welfare. Terms like workfare and
guaranteed minimum income will bring a host of memories to the

longtime participants in this debate.

But today, there are some new facts on the table that change

the entire nature of the debate.

First, the dramatic growth in the female participation in the
workforce and especially the increasing participation of women
with children have altered some very fundamental assumptions
about the woman's place in society. When 8 out of 10 women were

at home with their children, it was natural that our assistance

programs incorporated this assumption. Now, when two thirds of



143

all women with children under 18, and 60% with children under age
3, are working at least part of the year, it makes sense to

redesign our assistance programs to take into accoun: this new

reality.

The second change is the success we have seen in connecting

people with work.

In its recent study "Up From Dependency”" and in draft
legislation which I have seen, the Administration would have us
and the American people believe that we need another five years

of study and local demonstrations before we can make needed
changes in federal policy. The President says we must "face up
to what we don't know" before we begin the process of reform. I

would submit it is time to face up to what we do know. I submit

that we've had five years of useful local experimentation and

initiative and that now is the time to act. We don't have all

the answers but we know a great deal about what it takes to help

those on welfare become self-sufficient. Our rallying cry should

not be "Five More Years!"

There is much more to welfare reform than the welfare-work
linkage. There is the critical issue of adequate income
support. There is the vital challenge of adjusting it so that
there is an incentive to work. Such issues must be faced in any

comprehensive reform worthy of the name.
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There is a strong argument to focus in the present debate on
such comprehensive reform, and you Mr. Chairman have expressed
that case most eloquently. I would, however, like to focus my

remarks on the work-welfare linkage for several reasons.

It is the area that has driven the aeepest wedge into reform

efforts in the past.- Until it is resolved, it may deter progress

on other issues.

Even if we can make a start on the income side, and it is

badly needed, it is my guess that we won't reach adequacy until

there is a system in place that is helping people move forward,

and not leaving them where they stand, and there is a public

’ understanding of that progress. The work-training component, in

my estimation, is a fundamental part of comprehensive reform -

likely its leading edge.

The work-welfare linkage is also the area where we have been

experimenting and have learned considerably in recent years.

Last year, the highly respected Manpower Demonstfation
Research Corporation (MDRC) gave us the first results of their
detailed in-depth evaluation of work/welfare initiatives in 11
states. While their study is not completed, the findings from
the first report were confirmed in a more recent release.
Perhaps the most important of the lessons from their study is

that "a number of quite different program approaches will lead to
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increases in employment, but that the gains will be relatively

modest. . . Nevertheless, while the impacts may not be striking,

they appear large enough to justify the program costs. . ."

At the request of our colleague, Representative Ted Weiss,

the General Accounting Office (GAO) has just completed its own

study of work/welfare programs in 24 states. Their findings are

very similar. Despite somewhat bureaucratic management, limited

funding and the lack of intensive training and support services,

these programs have shown modest but positive effects on the

employment earnings of participants. I would like to submit a

more detailed summary of GAO's findings for the record.

As the MDRC and GAO studies have shown, programs like

Massachusetts' E.T., California's GAIN and Michigan's MOST are

right now, today, helping people to turn their lives around. It

was from discussions with the managers of these and other similar

programs that I have become convinced that we are ready to move

on at least this part of welfare reform.

Mr. Chairman, last year you and I introduced legislation

entitled the Work Opportunities and Retraining Compact (WORC)

which is drawn from these state experiences. We have been

reworking the bill together with a leading Republican member in

the House. Your office now has the new draft and I hope that we

can reintroduce WORC in the near future, with bipartisan support.
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The six key features of the WORC bill will remain the same.

1. A national mandate for state welfare agencies to
provide training and employment assistance for

welfare recipients.

2, Performance standards to measure program success and

progress.

3. Mandatory registration, counseling and assessment for

non-exempt recipients.

4. Education and training must be provided based on the needs of

the recipients.

S. Child Care and transportation assistance must be provided.

6. Adequate resources based on a 70-30 federal-state match.

The current redraftinrg will increase the focus on education,
provide assistance to women with younger children, provide
<~—transitional support services to help participants find jobs and

increase ties to the private sector.

As this Committee considers welfare and work ideas, I would
draw your attention to GAO's recommendations for legislative

action. The GAO calls on Congress to "develop a coherent,
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streamlined federal work program policy that would preserve some
of the more desirable features of the programs begun in the past
5 years." 1In particular they call for one program that

consolidates administrative responsibility, but gives the states
flexibility in providing services, with a stable federal funding

source. Services must be provided to those with the most severe
barriers to employment and adequate support services must be

provided. Participation for women with children under six should

be voluntary. More sophisticated measures of performance must be

used to gauge program success and reporting, and evaluations

should be uniform.

I believe these are important principles for us to follow as

we draft, and mark-up the work-training component of

comprehensive reform. In my opinion the WORC bill meets these

tests.

Mr. Chairman, as we consider the much needed overhaul of the

welfare system, I think it is important that we keep another
event in mind. Last year you persuaded the Senate to include
full funding for WIN in the budget resolution. Unfortunately the
appropriations bill included just enough money to carry the
program through June. WIN has been an important catalyst for
state innovation linking work and welfare. I am very concerned
that unless we move quickly on a work/welfare proposal that
provides continued federal éupport, states will shut down their

fledgling but effective work/welfare programs. This would be a



tragedy. Not only will the doors of opportunity close for those

on welfare, the government will also lose the benefit of savings

in welfare costs and additional tax receipts.

Perhaps we can accomplish comprehensive welfare reform by

June. But if that timetable cannot be met you may want to

consider a work-training initiative to serve as a bridge bhetween

WIN and comprehensive reform.

Mr. Chairman it has been a pleasure working with you in this

vital arena these past months. Let's make the promise of welfare

reform a reality.
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Senator MoyNIHAN. Well now, Governor Gardner arrived almost
as early as Representative Levin. Senator Evans was here just to
let us know that he came to introdiuce him, but he had to leave.
after speaking very generously, and I see that Senator Adams has

arrived. . ‘
So, we welcome you, Governor, and we welcome our colleague

Senator Adams, who I know wants to introduce you, and we look
-forward to your testimony.

STATEMENT OF THE HONORABLE BROCK ADAMS, U.S. SENATOR
FROM THE STATE OF WASHINGTON

Senator ApaMs. Mr. Chairman and Senator Rockefeller, it is a
great pleasure to introduce the Governor of our State today, and I
was very pleased that you and I had an opportunity the other day
to have an informal chat about the background and the change of
circumstances in America that have arrived at the point that you
predicted some many years ago,-that it is now not an isolated prob-
lem, it is not a widow and orphans problem, but it is a problem of a
major portion of our society.

I told you at that time that our Governor was coming this week
and how much I wanted you to have an opportunity to meet Gover-
nor Booth Gardner, because he has proposed, with a great deal of
courage, to our state legislature a whole new program that is pat-
terned very much on the types of programs that you have dis-
cussed, that Governor DuKakis has testified to before these com-
mittees, as have other members of other states. ‘

I think that you will find his proposal both interesting and very
innovative, and part of the wave of the future. But far more impor-
tant, Mr. Chairman, he is actually doing it, and he is before his leg-
islature at this time, and those of us from the State of Washington
are doing all we can to support him. But it is very necessary, and
he can speak far more eloquently than I can about it, that the Fed-
eral Government indicate a willingness to have states move for-
ward with new programs to solve this problem.

So, it gives me a great deal of pleasure, Mr. Chairman and Sena-
tor Rockefeller, to introduce the Honorable Booth Gardner, the
Governor of the State of Washington.

Senator MoyNIHAN. Governor, we welcome you.

STATEMENT OF THE HONORABLE BOOTH GARDNER, GbVERNOR,
STATE OF WASHINGTON

, Governor GARDNER. Thank you, Mr. Chairman, Senator Rockefel-
er.

I have listened to your discussions with the other people who
have testified, and I am pleased to note that we all agree that the
problem is very simply defined, which is weak skills and poverty.
So, if we can attack those two problems in a constructive way, it
will resolve the problems before us.

Let me begin by saying that I am from the “other Washington”
and therefore not totally versed on the protocol, but I have handed
in written testimony, and with your permission I will speak from

notes and paraphrase.
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- Senator MoyNIHAN. Certainly. Your testimony will be made part
of the record. ' , - ’

Governor GARDNER. Let me begin by saying that we share your
‘views that a realistic reappraisal of the whole national welfare
sgstem,‘ particularly AFDC, ought to take place. And in fact, for
the record, the State of Washington pays financial assistance pay-
ments at the range of 85 percent of poverty level. Yes, that is not
bad, but 100 percent woulg be minimal. In our opinion, 85 percent

~ borders on tragedy.
Senator MOYNIHAN. And even that is much higher than the na-

tional average. 4 -

Governor GARDNER. Well, I am pleased to hear it, but I don’t
think it is adequate to begin to solve the problems of poverty and
the skills problems we have heard about, because it doesn’t do the
thing which is absolutely necessary, which is, it does not give hope
to the poor that they can become financially self-sufficient, and
that is the first objective.

I would-be less than honest if I didn’t say was another driver
behind our motivation, which is that we in our state and with
other states in our area are facing a relentless growth in caseload,
~ historically. And if we do not control that, we will just simply flat-

out run out of money. The alterative is a very simple one, that you
turn down the valve with the degree of payments that you make,
and that is just encouraging further tragedy.

So, we set out with a goal. We had three objectives. The first was
to try to deveIOﬁ a system which would allow people to be better off
working than they are staying at home; very simply stated, to get
rid 1c‘:f the disincentives and to provide incentive for people to go to
work.

Second, if we could, to moderate that relentless growth that we
are experiencing of people coming on AFDC.

And third—and this was a bit of a risk, but we think we can do
it—would be to provide a program which is attractive enough that
people will come on to it voluntarily, but with the understanding
that there is an implied social contract in this whole endeavor that
we feel very strongly about. :

Therefore, we have trigger mechanisms built in, such that if
there is adequate employment in an area or training opportunities,
and the voluntary pool dries up, then we can bring people into the
system who are capable and qualified to work based on the assess-
ment which would take place.

With those as our objectives, we sat down and designed a pro-
gram that, first, provides immediate availability of child care; sec-
ondly, it extends the medical benefits so there is not the disincen-
tive that, if you take the risk to go to work, four or six months
later you have lost your medical safety net. And we extend that for
a full year beyond the period of which one gets employment.

Thirdly, we provide training and educational components too, with
it. But then we add another feature, which we think is unique and
do-abie, and that is, we provide an incentive or bonus for those who
are willing to come on the program, as follows:

You take your 100-percent grant level payment. A person goes
into training or education, they get a 5-percent bonus. If they go
into part-time work, they get a 15-percent bonus, and if they go
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into full-time work they get a 35-percent bonus. So, if you take, for
- example in our state wKere the average income assistance payment
is roughly $7,500—it is slighﬂy higher, but for rounded numbers—
which is SKM)ercent of poverty in our state——

Senator MoYNIHAN. That would be a family of three?

Governor GARDNER. A family of three, that is correct. And if you
give the person full-time employment, and they get the 35-percent
bonus, that takes their income up over $10,000, slightly, above pov-
erty, gives them some breathing room, gives them some job experi-
ence, gives them some self-esteem, and gives them a chance to be
able to move themselves forward.

Now, interestingly enough, we are going to do this budget-neu-
tral—not revenue-neutral, budget-neutral—and we are going to do
that through very enhanced support enforcement, as it takes two
parents; and, secondly, through earned income.

Then what we do is, we get a person the job, we take the differ-
ence between what we have to pay in the bonus and what we we
would pay him totally, and we plow that money back into child
care and extended medical benefits and the training and employ-
ment that goes with it.

Now, part of the component of our program is a six-month as-
sessment. At the time a person’s child reaches six months, they
come in for an education and skills assessment. They are not re-
quired at that moment to go onto the program, because it will be
initially voluntary; but we feel that we have to begin to focus on
those who are first-time recipients, because that is the place we
have to make the impact. And quite candidly, I appreciated Sena-
tor Kennedy’s testimony, because it will give us an assist in help-
ing those that are more hard-line, income-dependent profiles. The
argument is always, “Go after those who have been there a long
time,” but what you really want to do, in our opinion, is to go after
the first-time recipients and don’t let that mentality begin to set in.

Senator MoYNIHAN. And you have that profile that says to you,
“This family is going to be in trouble if we don’t really help them.”

Governor GARDNER. That’s right. Yes.

So, those are the ingredients of our program, and all we need
from you is a waiver of the Title IV(a) program, AFDC, a waiver of
the Title XIX program, which is your Medicaid Program, and a
waiver of the food and nutrition elements, so that we can cash in
the food stamps which we have worked through with our own agri-
cg&turl'al community, so that we can make cash grants to these indi-
viduals.

That is the sum and substance. I would just add one interesting
footnote, which is that we are a state that feels we can do this
budget-neutral in an arena where we are experiencing 8-10 percent
unemployment.

I listened very carefully to Senator Rockefeller's comments about
where are the jobs. We have worked that problem very carefully.
We see a window coming in the need for labor because of the
trough; we are going to jump into that window.

But secondly, we have also come to the conclusion that we at the
state level, with our employment security departments, are already
placing individuals. And when we look at the incremental differ-
ence, we just feel, and working with our private sector community,
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that we can place enough people into the workforce to make this
program work.

e choice is very simple. If you take 100 people receiving AFDC
today, that is all t ey are doing, because there is no incentive to
get off AFDC; it is just disincentive. In our program, using the
same dollars but using earned income and support enforcement, we
will put 75 percent of those 100 people into training, into part-time
work, or into full-time work.

Senator MOYNIHAN. Great. That is very impressive.

We are going to get from you, sir, a concise statement of the leg-
islation you would need to put that in place?

Governor GARDNER. That is correct.

Senator MoyNIHAN. Could I just ask—would you go over that
bonus again? You come in, and there are so many thing that we
are hearing from other places—social contracts, obligations, train-
ing.
Governor GARDNER. We feel the unique feature is the bonus, be-
cause what you have to do is you have to give them some breathing
room also, at the same time, an opportunity to experience what it
is like to be above the poverty level with a little bit of discretionary
income, if you will.

The bonus works as follows: If you take the 100-percent grant
level, if a person volunteers, or if the training and employment op-
portunities are available and he then is pulled into the system, he
goes into training and employment to get a 5-percent bonus—not
much, but something. If they go into part-time work, they get a 15-
percent bonus; and if they go into full-time work, some subsidized,
then they get a 35-percent bonus. And as long as they are in that
category where they are receiving a bonus, the support benefits
continue, and then for a year beyond when they actually go on
their own. - .

Senator MoYNIHAN. And you are also going to arrange, or you
want to arrange, for medical coverage to continue. I suppose the
hardest choice a mother makes is to choose between getting out of
the house and improve her life, if the price is to lose all of the med-
i%al' cg}verage for her children. You know, do you dare make the
choice’

. Governor GARDNER. That is right, and the probability of going
into a job where there are no medical benefits is high. So, if the
run the risk of losing their medical benefits within four to six and,
in some rare instances, nine months after they go onto some type
of employment, it is a poor risk.

Senator MoYNIHAN. And you are risking your children.

Governor GARDNER. That is right. It is a bad decision, if you
want to be very candid about it; and what we are trying to do is
make it a good decision.

Senator MoYNIHAN. Senator Rockefeller?

Senator ROCKEFELLER. Governor, you are superb in what you say.

One of the things that interests me in watching human behavior
is that there is a feeling or a stereotype that, if people get onto
AFDC or welfare, that they don’t want to get off. You point out
some very good reasons why, in their self-interest, public policy
gives them reason to not want to get off if they care about their

children.
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Governor GARDNER. That is correct.

Senator ROCKEFELLER. And most people don’t know that. But
beyond that, there is a feeling that people don’t want to get off.

Our experience—and I am interested in your state—is that
people do respond in fact, when they are given a work require-
ment.  Under our CWEP program which started in 1981, they do
not resent in the slightest the requirement of goini to work. In our
case it’s been community service jobs, working with deputy sheriffs
and a whole lot of things, helping in the community, in parks and
recreation. They didn’t resent it in the slightest. In fact, evalua-
tions of our CWEP program indicate an increase in self-esteem on
the part of the participants.

Now, obviously there would have been exceptions to that, and I
am sure there are all kinds of snafus; but the basic human instinct
of wanting to be productive has been demonstrated in West Virgin-
ia’s grogram. This surprised some people. Have you found the
same’

Governor GARDNER. Yes. We have found that most people, if you
give them a decision which is a rational decision, would much
rather be productive—gaining job experience, gaining the opportu-
nity to put something on the résumé that they have done so they
can see that next step forward—then they would be staying at home.

Senator MoYNIHAN. I particularly appreciate your candor and
your willingness to come here and explain to us your program.

There is a certain stereotype about who becomes dependent, who
turns to welfare in our society, in this country, and the stereotype
does not extend to people who live in the State of Washington. And
yet such welfare dependency is there, too. It is everywhere, not just
in our central cities or in our Eastern Seaboard or what you will, it
is across the nation. The median child in America, the average
child, will live part of his or her youth in a single-parent family,
and that single-parent family is going to have trouble. It is no
longer a minority experience, and it is no longer an experience of
minorities; it is the general American experience now, and you are
finding it right there in the State of Washington, where it never
snows, and you can always catch salmon, and Mount Rainier is
there to be looked at.

Governor GARDNER. Thank you, Mr. Chairman. You know, we
have talked so much about ski{ls—-—l don’t think there is any argu-
ment on that—and many of the programs we have observed are ex-
tremely competent and well-run in the areas they run in; but until
we also address this issue of poverty, until you can get someone out
of that poverty area to where they can think clearly and concen-
trate on the jobs that you get them and not be traumatized by
what goes on, we are only doing half of the job.

So, getting them to work is one thing, but getting them over that
line of poverty I think is another, and that is why we have built in
these incentives which we think can work, by rigid discipline on
our part in the areas of earned income, job placement, and support
enforcement.

Thank you very much for your courtesy.

Senator MoyNIHAN. Well, we thank you, and we are going to get
a very specific request from you. If I know Senator Adams and Sen-
ator Evans, they are going to see to it that you get what you are
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after. Obviously, this is what federalism is all about, giving oppor-
tunities for this kind of experiment. And let’s see if we can’t do it
quickly.

Senator Apams. Place it in your bill, Mr. Chairman.

Senator MoyNIHAN. Thank you very much, Governor.

Governor GARDNER. Thank you very much.

[Governor Gardner’s written testimony follows:]
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SENATE TESTIMONY OF BOOTH GARONER,
GOVERNOR, STATE OF WASHINGTON

Chairman Moynihan and Members of the Committee:

It's a personal pleasure and privilege to be able to testify before this distinguished
committee on an issue of both national importance and individual consequence --
welfare reform. The potential for giving children the opportunity to break the bonds of
poverty and parents the chance to join the regular workforce, earn a decent living and

develop a sense of self-worth, is so promising that it commands timely and far-reaching
action. |

" Undef current policy, the potential for improving the human condition is greatly
limited, which is why I'm before you today. The state of Washington shares the view of

Chairman Moynihan and this committee that the time is ripe for a realistic reappraisal

of the national welfare system, particularly Aid to Families with Dependent Children.

Not only is the time ripe, it is growirq short. In Washington State, we see our
caseloads growing exponentially. This growing financial commitment is strangling our
budget and producing limited benefits for participants. We are offering AFDC recipients
only 85% of the poverty level. One hundred percent would provide a minimal
subsistence; 85% guarantees tragedy. Children go to school ill-clothed and ill-fed.

They spend their day hungry and ridiculed. Education takes a back seat as the cycle of
illiteracy and poverty speeds on.

At the same time, their parents remain without work, because the current system
creates disincentives for them to pursue employment. Ultimately they lose any hope for

a prosperous future and any feeling of personal satisfaction.

Taken as a whole, the business-as-usual approach is failing miserably. The result

is a huge waste of human potential.
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The welfare programs that served us with varying success in years past have lost a
great deal of their effectiveness. They need updating to confront today's problems

effectively. My two years as governor has given me sufficient evidence to become

convinced that a complete revamp of our system is necessary.

Toward that goal, | developed a plan to address the problems of the current AFDC
program. And because we don't have the luxury of being able to invest large sums of
money, | made sure that it be a budget-neutral program that would offer incentives for
entering the workforce, that would guarantee medical and family support systems, and

would increase financial benefits.

>

The result of their efforts is the Family independénce Program, an alternative which
we believe more closely responds to the economic needs and public attitudes in our -
state. it is a program which has quickly gained bipartisan support and is almost assured

early passage in our state Legislature- a passage which constitutes only half of the

legislative action necessary.

Because of its wide scope, the program must also obtain congressional waivers for

its five-year demonstration period.

| am here to ask for those waivers and to briefly explain the program. Before |
begin my summary of the Family Independence Program, I'd like to discuss four

premisas that guided us in the construction of the bill.

First, it is a fundamental error to view the welfare population as a homogenous
group. The wide range among individua!'s in terms of intellectual capacity and
motivation, educational and er1ployment background, age and family situation, demands
that future programs have the flexibility to respond in a way that will meet the

individual's needs and accelerate their departure from assistance programs.
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Second, welfare programs must be grounded in economic reality. We must provide
job training that prepares recipients for a rapidly changing job market. We must extend
medical benefits for the displaced worker and the working poor. We must develop public
policies which reflect and respond to the reality that our current aconomy is not

providing enough jobs which offer sufficient compensation to ensure that famities live at
\

or above the poverty level. \

Third, we believe that any new AFC'C system must provide economic incentives for
participants to join the work force. Exceedingly small, even temporary increases in
income, can disqualify families for cash assistance or cost them critical medical and_
‘child'c‘ar‘e benefits. Th'es,e‘dis;incéntlves must be: replaced with economic and family
support benéﬂts. We must chate .incentives to induce companies to create more jobs
and welfare recipients to take those jobs. And, we must financially sustain a family as

it embarks on the difficult journey to economic independence.

Finally, we concur with Senator Evans and Governor Robb's far-sighted plan, To

Form a More Perfect Union, which calls for the major financial responsiblity for AFDC

or similar programs to be borne by the federal government for reasons of uniformity and

constistency in benefits.

And, while on the subject of thoughtful approaches to welfare reform, I'd like to
offer my endorsement of Senator Kennedy's JEDI program. Our FIP program focuses on
the new-comers to the AFDC program; Senator Kennedy's plan would be a welcomed

additional program in our state to assist the long-term, hard-to-place AFDC recipients.
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CONGRESSIONAL ACTION NEEDED

We are asking Congress to direct the secretaries of Health-and Human Services and
Agriculture to grant waivers for fivo_ years under Titles IV-A (4-A) and XIX (19) of the
Social Security Act, as well as the Food and Nutrition Act of 1977. During that périod,
we m'asklng the federal government to share.the costs of FIP in amounts comparable
to what it would pay if the current AFDC program remained in effect. We ,believé FIP is
budget neutral for both the federal and state governments.

1-would like to clarify our reasons for roque‘stlng congressional action on FIP. First,
we balieve that the waivers needed are beyond the scépe of authority of the federal
agency secretaries. Second, while we clearly favor 9fving states the opportunity to try.
variétlons to the current system, we do not agree,'as some have suggested, that this
shouid be unbridled authority. we orefer to ask Congress for specific authority to carry
out this well-definad project. Should this program not acheive its goals in our judgment

or yours, we would return to the regular AFDC program.

We have decided to pursue our request while simultaneously supporting nationwide
* welfare reform. We do so for three reasons:
1. The fact that our program contains features beyond the range of those included in
other current proposals;
2. With a relatively small welfare population, we can put FIP into operation in a much
fess time than would be possible nationally; and
3. We believe that our experience could provide useful examples as the national debate

on welfare reform progresses.
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| am submitting for the record detailed information on FIP as it was proposed to the
Washington Logftlatun. We will be pleased to update this material once legisiative
action is complete. '

To close, I'd like to simply outline the major features of our Family Independence
Program. We believe FIP can break the cycle of poverty for thousands of mothers and

children in the state of Washington.

SUMMARY OF THE FAMILY INDEPENDENCE PROGRAM
ﬁll-familios app!ylhg for assistance, who would have been eligible under AFDC,
would henceforth be enrolled under FiP.

An estimated 75 percent of families enrolied would participate in education, training
and part-time or full-time em.ployment. After a two year evaluation period,
participation would become mandatory in regions where there were more job

opportunities than FIP job applicants.

The state would subsidize some jobs in the not-for-profit and public sectors if jobs

for enrollees were not available in the private sector.
A cash assistance standard combining the existing grant ievels for AFDC and the

cash equivalent of enrollees’ food-stamp benefits would be established as the

program's "benchmark level" to which enrollees would be "entitled." The benchmark

would vary with family size.
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An incentive structure of cash benefits would guarantaé enroliees a combination of

‘earnings and cash assistance at the following levels:

* 105 percent of benchmark for those participating in education and training.
* 115 percent of benchmark for those working half-time.

* 135 percent of benchmark for those working full-time.

The standard for those working full-time equates to 115 percent of the poverty
level, compared to 85 percent for current AFDC recipients who do not work. In

other words, those who worked under FIP would be measurably better off than those )

“who did not.
-Child care and medical services would be provided free until the family reached the

135 percent level. Once a family reached the 135 percent level, they would, with a

nominal fee, continue to receive those benefits for up to one year.

Additional help could be provided enrollees for parent education, family planning and

family financial management services.
Child support collection efforts would be significantly stepped up.

Assistance would be offered to absent fathers in training for and obtaining
employment.

A new approach to organization would meld the efforts of the state departments of
Social and Health Services and Employment Security to improve productivity in

management and distribution of services.
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Employment and training efforts would be coordinated with the state Private
Industry Council under the Job Training Partnership Act.

A thorough evaluation is mandated throughout the five-year demonstration project.

Taken together, we believe these features constitute a comprehensive approach to
welfare reform. We hope that when FIP is formally presented to this committee, it will
have your support. -

1 thank you for your time and would be glad to answer any questions you may hava.
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POTENTIAL MOYNIHAN TESTIMONY QUESTION

Answer to possible questions from Senator Moynihan as to why we selected six-months

as age of child for parent to return to work.

1. This is an equity Issu/e -- the welfare program should mirror the way most
Americans live and at this time many American women with very young children
work -- this is particularly true of the working poor and lower-middle income
population. The six-month ﬂme frame was chosen for our state, because state-
government allows i't.s. women employees to take six months off for maternity .‘
leave. It is my understaﬁdfng that this is ved ganerous coﬁpared to most

~emplayersz.

It is my position, as it is the position of the National Governors' Association, that
the most timely intervention occurs when recipients first come onto welfare -~ and

this usually means young, first-time mothers with very young children.
! do not expectany mothers to go to work unless there is good quality child care
available for their children. '

The FIP plan exempts mothers that must be at home to care for special-needs

children
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Senator Apams. Thank you, Mr. Chairman and Senator.

Senator MoYNIHAN. Let’s see, we are a little bit out of order be-
cause of the weather out there. Is Senator Larson here, by chance?
I wouldn’t be surprised if he is not.

[No response.]

Senator MoYNIHAN. All right.
Dr. Gueron is here, am I correct on that? I think you are not

only here, but you must have camped outside, because you were
here this morning, first thing.

During our hearings this morning, we have heard several refer-
ences to the Manpower Demonstration Research Corporation. We
heard earlier from our first witness, from Assemblyman Agnos,
that in the new GAIN program that is being put in place in Cali-
fornia, they contracted with MDRC to tell them how they are
doing, as an independent evaluation of the program as it proceeds.
That is a very impressive thing indeed and not surprising given the
reputation that the MDRC has established in this field.

We welcome you, Doctor. We have your testimony, which will be
put in the record. Why don’t you proceed to tell us what you have

in mind?

STATEMENT OF DR. JUDITH M. GUERON, PRESIDENT, MANPOWER
DEMONSTRATION RESEARCH CORPORATION, NEW YORK, NY

Dr. GueroN. Thank you, Senator.
I am Judith Gueron, President of the Manpower Demonstration

Research Corporation, and I am pleased to have the opportunity to
share with you some of the findings from an on-going multi-state
evaluation of state work/welfare initiatives.

Senator Moynihan has pointed out the emerging consensus
among policymakers concerning the responsibility of parents to
support their children, and the responsibility of the government to
help poor and welfare-dependent parents achieve self-sufficiency.
While the outlines differ, the more comprehensive proposals to im-
plement these reforms call for increased efforts in child support en-
forcement, extending benefits to two-parent families, a national
minimum benefit, and other support for the working poor.

While the cost and feasibility of much of this is still being debat-

- ed, the common core in most of the proposals is something about
which we do have solid information from several years of careful
testing. This can best be called, as you have, a redefinition of the
‘social contract, whereby welfare programs such as AFDC would be
changed from a broad entitlement to benefits to a reciprocal obliga-
tion between citizen and the state. My remarks today are limited
to this part of welfare reform, the work/weifare connection.

Since Congress opened the doors to state experimentation in
1981, states have tested a number of ways to revise the AFDC “bar-
gain” and restructure the administration of the WIN Program. Be-

_cause resources have been relatively limited, changes were modest
in scale and design, but they moved in the direction of establishing
some sort of reciprocal obligation where benefits would be tied to a
person’s agreement to search for work, receive training, or accept a
workfare position. In return, states had to provide the services and
supports necessary to allow that participation.
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Since 1982, MDRC has been working with eight states, including
the State of West Virginia, to carefully study these new programs,
and final results are now available from five of them—programs in
San Diego and Baltimore, and of multi-site programs in Virginia,
Arkansas and West Virginia.

I have written elsewhere in more detail about what was tested,
and I will only say briefly that these were very real-world in scale
and implementation; that while the programs were relatively large
scale, they were directed at about a third of the AFDC caseload,
women with children six or over, with rare exception in the stud-
ies; that they were implemented in a variety of conditions; and
that what was tested so far were relatively low-cost programs, com-
pared to what has been discussed here this morning, programs cost-
ing up to about $1000 per eligible person and providing primarily
job search, brief workfare assignments, and limited education and
training.

Each state’s program that we studied representated a particular
mix of obligation and services, and in the research these two things
are tested together so that you don’t distinguish the impact of the
services versus the mandate to participate.

The findings from these careful studies provided the basis for
action in 1987. They show that, first, it is feasible to require work-
related obligations as a condition for welfare receipt. On the whole,
states and localities were successful in involving a substantial por-
tion of the caseload in activities. This is a precondition for success
and a notable change in institutions and attitudes over the average
pre-1981 WIN experience. :

Second, the initiatives increased employment and earnings and
reduced welfare costs. These results dispel the notion that employ-
ment and training interventions don’t work. In all of the states we
studied, with the exception of the very special conditions in West
Virginia which the Senator referred to earlier, we found that
work/welfare programs increased the employment of women on
AFDC. Across the four states, average earnings increased between
8 and 37 percent.

The results also point to a way to increase the effectiveness of

work/welfare programs, which was alluded to in some of the earli-
er testimony this morning. The findings show that the most em-
ployable people, new applicants for welfare who have recently
worked, don’t gain much, if at all, from relatively low-cost pro-
grams that basically teach them what they already know. In con-
trast, the next group, women applying for welfare without recent
work experience, can benefit substantially from support and assist-
ance.
Turning to the effect on welfare dependency, overall these pro-
grams produced welfare savings that were smaller than the earn-
ings gains—that is simply a function of the AFDC formula—but
the savings across the states ranged up to about 11 percent.

Third, overall we found that program benefits outweighed costs
for participants, for the state, and for the Federal Government.
These initiatives cost money upfront, but in general they should be
viewed as an investment, with a payoff in future budget savings in
less than five years and sometimes much less.
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Together, these results suggest that work/welfare initiatives can
make consistent and measurable improvements in people’s lives.
Multiplied by large numbers of people and over a long period of
time, these relatively modest improvements take on considerable
policy significance. )

However, the programs have not so far led to major reductions in
poverty and depengznc . This is not a quick fix for poverty or a
short cut to balancing the budget. This should come to no surprise,
given the limited funding that has so far been available, the nature
of the population, the generally poor labor markets in which they
were implemented, the diversity of the AFDC population, and the
range and seriousness of the obstacles they face.

An open question is whether more costly, comprehensive pro-
grams would have greater impact. And another open question is
whether these programs could be extended to an even greater
share of the welfare caseload, including mothers with younger chil-
dren, without compromising quality, encountering administrative
or other resistance, or raising broader issues of in- or post-program
displacement.

Now, as Congress moves to translate what we recognize is the
new consensus on work into specific reform, I think the research
points to a number of issues on program design.

First, it is important that the expectation about what a program
can achieve be consistent with the level of funding it receives. It
should be recognized at the outset that, if funding is limited, states
will have to make a choice between programs which are large in
scale but limited in the range of services they provide, or programs
that offer intensive and comprehensive treatment with a smaller
portion of the caseload.

Faced with the opportunity to overhaul welfare employment pro-
grams, policymakers should take care not to replay the WIN expe-
rience of the Seventies and foster ambitious expectations that are
not supported with adequate funding. In theory, WIN also intended
to require all adult AFDC recipients with school-age children to
participate in training, job search, or accept employment offerg. In
fact, it was never adequately funded or staffed to enforce these re-
quirements, and the obligation existed on paper only. While
changes in attitudes and performance suggest that we can do
better now, additional resources will be necessary to transform this
potential into reality.

Second, the benefit-cost studies also point to insights into the
cost-sharing relationship between the Federal Government and the
states in welfare employment programs. The findings highlight the
importance of continued federal support to encourage states to un-
dertake programs that may ultimately prove cost-effective, and in
which the bulk of the savings accrue to the Federal Government.
Moreover, increasing the required state match may prevent poorer
states from introducing programs which entail large initial outlays
of state funds. States which are not able to make up the difference,
for example with the current 90/10 matching arrangements and
which were changed to 50/50, could wind up with smaller welfare
employment budgets than we currently have.

Third, care should also be taken to assure that proitam funds
are not misspent by targeting services to the part of the caseload
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that stays on welfare only briefly, to the exclusion of other welfare
recipients. It is important that performance standards not encour-
age program operators to serve this group to the exclusion of more
disadvantaged people. Performance measures that place emphasis
on achieving, for example, high rates of placement at low cost are
likely to have that effect.

Finally, the persistence of dependency and the limited magnitude
of the employment and earnings gains in the programs evaluated
so far provide a rationale for states to offer more intensive services
to move recipients into jobs and off the welfare rolls. A number of
states are already doing so, in part relying on large-scale coordina-
tion of existing services and delivery systems. These programs
should be carefully examined. And while there is some evidence to
show that such approaches can be effective, it is still unclear what
exactly the return to the larger investment will be and who will
benefit the most.

In conclusion, the relatively modest achievements of the first
wave of welfare employment programs and the cautions expressed
here shouldn’t deter you from action. On the contrary, I would
urge you to use the findings as a foundation on which to construct
a new welfare employment system which can avoid some of the
mistakes of the past and push into new areas.

Most importantly, I would urge you not to miss the opportunity
to revamp the WIN system by losing sight of welfare/employment
programs in the rush for more comprehensive reform. Work pro-
grams cannot by themselves solve the poverty problem, but they
are important stepping stones or building blocks on the route to
self-sufficiency.

Thank you.
Senator MoyNIHAN. Beautifully done. Right on time, for the first

time, and these hearings have been going on for two months. No
one has ever finished on time. (Laughter.) No wonder you get your
work done so well.

Can I ask two things? One, say again what you just said about
WIN, because Representative Levin has mentioned it and Senator
Rockefeller has mentioned it. You know, that is about to appear
before us in June. Now, you say, ‘“Hold on’’?

Dr. GueroN. Right. I would say two things about WIN. First of
all, it expires in June. _
thSenator MoyNIHAN. I guess this year’s appropriation expires

en. ‘

- Dr. GUERON. The money ends in June, right. And WIN has been
the only money currently available to states which is dedicated to
providing employment and training service for welfare recipients.

Senator MoyNIHAN. That would be true in West Virginia, I
assume? '

Dr. GuEroN. That is right. WIN is the major funding source for
the CWEP program in West Virginia, and it provides 90/10 money
of a very limited amount. WIN has been cut from several hundred
million dollars back to $110 million this year, but WIN resources
are the only ones dedicated to this program; so that, when WIN re-
sources become unavailable after June, it will be very important to
consider something immediately to put in their place, or the state
experiments that have depended on this may easily contract.
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The other lesson from WIN which I refer to is that WIN also had
lots of rhetoric and little money, and it is important not to replay
that a second time. .

Senator MoYNIHAN. Right. In that regard, if someone will dig it
up, I would like to put into the record an editorial in the Washing-
ton Post from yesterday morning. It said, by all means let us move
here, but let us not get our language out ahead of our real opportu-
nities and real resources.

[The editorial follows:]
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wé 457 Buckets of Welfare

T THE HEIGHT of his power in 1982,
President Reagan made an ambitious “New

A Federalism” proposal to realign the respon-

gibilities and pr%%rams of the federal government
and the states. The proposal died, in part because
it turned out to be a sham, Programs were not so
much being shifted from one level of government
to another as—in the guise of such a shift—they
were being abolished.

Now the same sort of issue is arising with the
president’s pending welfare reform proposal. The
iea is to turn over to volunteering states the
money now going into about 100 different pro-
grams for the poor. A state would still have to
spend the money on the poor, but, within limits
still to be disclosed, could otherwise shape its
spending as it chose,

The problem is that the programs on the list as
last reported are wildly dissimilar, They range
from the Aid to Families With Dependent Chil-
dren that is the putative object of this exercise to

compensatory aid for needy schoolchildren and
college student grants and loans, There is no way
that Congress either will or should permit the
indiscriminate blurring of these programs into a
lump sum, Among many other things, it is not
clear what such an act would have to do with
welfare or welfare reform. The contemptuous
suggestion is that all dollars spent on the poor are
the same; that is wrong. .

A controlled program to allow greater welfare
experimentation by the states is a good idea. It
will—as to some extent on the issue of “work-,
fare” it already has—tend to reduce the polariza-
tion that has followed this subject on the national
level in the past. At the state level both liberals
and conservatives seem able to take positions that
on the national stage they cannot. But if the
administration expects its proposal to be taken
seriously, it must put sensible limits on it. Other-
wise it will be no more than the diversion that the
new federalism was,
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Senator MoyNIHAN. But now, look, Senator, what are you going
to do? Are we going to let the WIN Program stop? You said ‘con-
tract,” Doctor; I think the word is ‘stop,’ isn’t it, in June, if we don’t
get something done here?

Senator RockereELLER. Well, the program has been cut, as you
say, by about half or by two-thirds. West Virginia has lost 756% of
its Federal WIN funds.

Dr. GueroN. That is right. In 1980 or so, it was $365 million,
then went to $220 million last year, and this {ear it is $110 million.

Senator ROCKEFELLER. Mr. Chairman, may I ask a question?

Senator MoyNIHAN. Please, sir.

Senator ROCKEFELLER. You made a very interesting comment on
page 12 which I identified with. I had talked earlier about ﬂerform-
ance standards and the fact that people relax about, or they look
upon what they might otherwise consider to be excessive govern-
ment spending with more patience and tolerance if there are ‘“per-
formance standards.” But then you make a very interesting point:
A state bureaucracy will then try to deliver by focusing on those
who are closest to being able to get off of welfare, and therefore
“up” their statistics—which would be Food for the State and for
those no longer on welfare; but it wouldn’t be getting at some of
the worst cases.

Mr. Chairman, that strikes me as a very real concern. You know,
you think back to some of the people you work with that have vir-
tually no skills; they can’t help their children stay in school be-
cause they aren’t role models themselves; they had a third or
fourth grade education when they stopped, they can’t communicate
verbally; they can’t read—what is it, 20 percent of our displaced
workers in this country are functionally illiterate? What happens?

The Ford Foundation is doing some interesting work on moving
f)eople forward in terms of basic skills—for example, through the
earning centers developed by Dr. Robert Taggert, whom I am sure
you know. Is it possible to take people in their 30’s and 40’s and
50’s who are at the bottom of the list, who are just simply un-
skilled, unverbal, uneducated, and who for 20 years have been
avoiding—because of lack of opportunity—work? Is that a perma-
nent underclass? Or in terms of basic skills and other training, do

ou think they can be reached through things that we have not
een doing as a general rule?

Dr. GUERON. A few responses to your comments:

First, I think Congress does hold the key in how it establishes
performance standards. This is something to approach with a great
deal of caution, because the system will respond, and you want to
make sure it responds the right way.

The consistent lesson from careful research is that programs are
most effective in that they make the largest difference for people
who are the least likely to succeed on their own.

And you mentioned the very-hard to employ. For examnple, a pro-
gram was tested in this country eight or so years ago called ‘Sup-
portive Work,’ including a site in West Virginia, which focused on
AFDC recipients who averaged about eight years on the rolls. That
program provided very structured and intensive work experience
and did show that it could double the rate at which people moved
off of welfare and could ultimately prove very cost-effective. So,
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there are programs that reach out to the most disadvantaged, but
they are likely to require an upfront investment.

Senator ROCKEFELLER. But still, what about getting at a 40-year-
old who dropped out in the third or fourth grade? Do you know
aggut?the Ford Foundation learning centers program I am talking
about?

Dr. GUeEroN. Sure, the CCP program. Certainly.

Senator ROCKEFELLER. Are there possibilities, do you think, in
something of that sort? I mean, they talk about being able to move
participants forward in months. If they had the money, they say
they could move the entire nation quickly ahead by one grade
level, through very intensive, different kinds of help.

Can these people whom I discussed, the ones at the very bottom
of the heap with a history of being at the bottom of the heap—thor-
oughly discouraged, thoroughly nonverbal, thorou%hly without
hope—are they a permanent underclass, or can they be reached in
some way other than “Well, they can’t make it,” and so we will
simply permanently provide them public assistance.

Dr. GueroN. One of the things that should inspire this commit-
tee is the consistent evidence that women-on-welfare are one of the
groups that you can help. When I mentioned Supported Work earli-
er, women in that program had averaged eight years on welfare,
and the average age was about 35; so that many of them were
them were the kind of people you discussed who had spent many
years on the rolls and brought little skills or education. That pro-
gram of course didn’t succeed with everybody, but it did make a
substantial difference.

The CCP Program is showing impressive results in terms of in-
creasing grade levels among participants. I think it will be impor-
tant to see if those results, in terms of testing, can be translated
into success in the labor market, and I think we should be optimis-
tic, and proceed, and try it.

Senator RoCKEFELLER. Mr. Chairman, can I make one more ob-
servation?

Senator MoYNIHAN. Senator, of course.

Senator RockerFELLER. We are talking about getting people off of
welfare. It is true, I think, also, that sometimes people can be cate-
gorized as having been moved off welfare by some minor adjust-
ment in their life—say a marriage, or a minor skills adjustment, or
something which moves them just past the point financially where
they are ‘on welfare. But in fact, instead of being very, very, very
poor and on welfare, they are very poor snd not on welfare. And
that is something also we have to watch out for. In other words,
they are marginally out of the system but could easily return to
the system through some small adjustment—divorce, or some
downward income adjustment.

Dr. GUEroN. I couldn’t agree more. And in stressing that results
are positive but modest, there is a difference between moving off of
welfare and moving out of poverty. e

I know you are going to hear later this morning, about the work-
ing poor, and there has been discussion already today about the im-
portance of having incentives for people to work, that really in-
crease the rewards to work sufficiently so that individuals would
rationally choose work over welfare.

-
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Senator RockerFeLLER. Thank you.

Senator MoYNIHAN. Senator Bradley? .

Senator BRADLEY. Thank you very much, Mr. Chairman.

I was very interested to glance through your testimony. You
made a comment i relation to Senator Rockefeller. In your testi-
mony you say that workfare in West Virginia did not lead to in-
creaseg employment and earnings but was cost-effective. Could you
explain that? -

r. GUERON. Yes. As I said, we completed studies in five different
states and locations across the country. West Virginia did stand
out, and I think it is for the reasons that the Senator mentioned
earlier, in terms of the extraordinarily high unemployment rate
that existed in West Virginia when the study was conducted, and
the very rural nature of the economy. People participated in the
program and had positive responses to that participation, but it
didn’t increase the movement off the rolls.

Now, in terms of cost-effectiveness, we loocked at the benefits and
costs of programs from a number of different perspectives—from
the budgetary perspective, from a larger social perspective that
counted not only budgetary savings but the value of the work that
people performed while they were in workfare assignments, and
also the perspective of individual participants.

In West Virginia, we found that people participated in a work-
fare program for a number of months, and that the work they pro-
duced was of value to their communities. And it is when you con-
sider that work that the program in West Virginia appeared to be
cost-effective.

Senator BRADLEY. You listed a number of points in your testimo-
ny about participants responded favorably if their workfare assign-
ments, or their supervisors considered their work valuable, et
cetera, et cetera.

If you were to counsel the committee, what would you say are
the two most important things we should consider when we are
looking at the work component of a welfare reform program?

Dr. GueroN. We have solid evidence already that relatively low-
cost programs do something. That is a rock on which you can
refute the idea that welfare employment programs are not cost-ef-
fective. But we have also fairly clearly seen their limitations, and I
think states have gone beyond these low-cost programs to increas-
ing reliance on education, remedial education and other, and train-
ing. I think it is important that any legislation that emerges now
support that shift and provide resources for more intensive serv-
ices, as well as the more low-cost services that we already know are
cost-effective but limited in success.

Senator BRADLEY. So, you think any program should not simply
have a work component but also an education component and a

child care component?

Dr. GUERON. Yes.

Senator BRADLEY. Thank you. ]

Senator MoyNIHAN. Could I just note once again for the record -
that what MDRC has done so importantly is to establish somewhat
counterintuitively that you get your best results from your most
difficult cases. As you say, for people who have been employed and
who are just dipping into welfare, a little bit of training doesn’t tell
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them anything they don’t already know. But it is the individuals
who most need it who really benefit the most, and for whom such
training is most cost-effective.

Could I ask you this almost personal question, but a professional
one? We talk about and hear about efforts to deal with this subject,
and the most interesting efforts come from the places where the
density of the problem is least. We are into our fourth hearing, and
it may go on most of the day, and no one ever mentions New York
City. We have three-quarters of a million people on welfare, and
yet it doesn’t move. Is it just unmoveable? ~

You have been checking out areas all over the country, places
where there are 50 people on welfare in the county and what can
you do about them, but what about the great heavy urban concen-
trations? Isn’t this a different order of social conditions? ‘

Dr. GUErON. Well, we have tested—for example, Supported Work
was one that also ran in New York City, as well as 10 other sites
for AFDC recipients across the country. There is no doubt that it is
difficult to run an innovative program with a caseload of that size.
But you see Los Angeles grappling to implement the GAIN Pro-
%z;raén, and that is also a location with a very heavy welfare case-
oad.

Senator MoyNIHAN. Is Los Angeles going to be one of the first 10
counties?

Dr. GueroN. Not one of the first.

Senator MoyNIHAN. But it is coming?

Dr. GueroN. It will be there by the end.

Senator MoyNIHAN. We were concerned about this this morning.

Dr. GueroN. And we have been looking at a program implement-
ed by Illinois in Chicago. So, the fact that we were not studying the
welfare employment efforts in New York City doesn’t convince me
that they are not making a difference. But I will say that it is very
difficult to move a large bureaucracy to be innovative, and that is
one of the challenges that anyone running a welfare employment
program in New York City faces.

Senator MoyNIHAN. Would you agree that one of the risks of ex-
perimentation in this work, as indeed in education generally, is
that you get very high quality experimenters? You know, the
1960’s was rather famous for those studies of the Yale graduate
who, rather than going into the Army, thought he would go into
teaching disadvantaged students, and he put three years into it,
and he taught those 12 kids to be “whammos,” and then as soon as
he got out of the age where he could be drafted he went off to law
school. And you can’t run a school system which assumes that 90
percent of the teachers are Yale graduates temporarily disposed
toward the school system.

Dr. GueroN. I would certainly agree with that, but I should point
out that the welfare commissioners in the eight states that we were
studying were really heroes in terms of letting an innovative re-
search study get put in place in a real-world, large-scale environ-
ment. Over 35,000 people were involved in the study—21 counties
in West Virginia, the County of San Diego, the City of Baltimore—
so these were not tiny programs testing on a small scale something
that you then ask is this relevant to the real world.
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Senator MOYNIHAN. If you have Baltimore and San Diego, you
have the real world, sure.

Doctor, thank you very much. Would you be good enough to send
this committee some thoughts on what needs to be done quickly
about WIN? Won’t you?

Dr. GueroN. I would be delighted to.

Senator MoyNIHAN. We need your advice, and we thank you very
much for your testimony.

Dr. GueroN. Thank you, Senator.

[The information about WIN and the prepared written testimony

of Dr. Gueron follows:]
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Dear Senator Moynihan:

You have asked=for my recammendations about what to do with the WIN
program. My comments are limited to those issues that emerge directly from

our research on welfare employment programs.

In its design for a new welfare employment program to replace WIN,
Congress seems to be applying the lessons learned in recent years about
operating effective employment-related programs for AFDC recipients.
Because our research showed that different programmatic approaches to link-
ing welfare and work could be cost-effective investments of taxpayer's
money, we feel it is important that the federal legislation not be overly

" prescriptive, and that states be given considerable flexibility in the
design of their programs, thedwomearxisequencirgofompa\entsardthe
structure of program administration. These principles are reflected in the
proposals currently under discussion.

We also feel that the opportunities for states to provide more inten-
sive sexrvices, a brovader array of education amd training activities, and
additional support services are important developments, as they hold out
the possibility of producing larger impacts for some groups than the job
seardma:ﬂwoxkexpenence strategies that were the basis of most of the
initiatives studied in MIRC's multi~state demonstration.. Whether the prom-
ise can be fulfilled, remains to be seen, however. Right now, there is not
sufficient evidence to indicate whether these approaches are more effec-
tive, or for what segment of the pqmlatim they can be mst effective.

MIRC's analysis of the fedaral/state ratio of the budgetary savings
produced by work-welfare programs is also supportive of Congressional -
interest in establishing a 70/30 or 75/25 federal/state match in the:
replacesment WIN program. The 70/30 split approximates the typical distri- -
bution of progm—relauad costs and benefits in the states we st:udied. )
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Because our research did not deal directly with.a mumber of other
issues of concern to Congress in the drafting of a new bill — for example,
the effect of requiring participation from women with children under 6, or
of providing transitional support services to AFDC recipients once they go
to work = I am not making any recomsendations along these lines. Simi-
larly, MIRC's work does not address same of the broader aspects of welfare
reform of interest to you. It remains clear, however, that the effective-
ness of welfare employment initiatives will be dependent in part on broader

work incentives and the strength of the econcmy.

While generally in agreement with the development of the welfare
employment debate in Washington thus far, we do, however, have a murber of
oconcerns. First, because so many key questions remain open — questions
about the effectiveness of programs that target wamen with pre-school
children or provide more intensive education and training or transitional
employment supports — we feel it is critical that any new legislation
include a mandate ami funding for rigorous evalution of the employment
initiatives. The more flexibility states are given, the more important it
becames to develop good information about what works best for wham. This
can only be done by well-structured studies.

Further, the current welfare reform debate points to the importance of
issues that go well beyond work/welfare programs to the broader questions
of poverty and the working poor. As you have so eloquently stated, these
include work incentives and incame supports under AFDC, as well as child
Support enforcement. The current debate is partially hindered by the lack
of information on the real cost and feasibility of such approaches. To the
"extent that these issues are not addressed in legislation this year, it
will be important to use the next few years to get the answets.

To do this, this year's legislation might allow states the option ~-
on a trial basis — of the package of benefits available to
the poor in line with some of the more pramising approaches. Thus, new
legislation should the federal govermment to use waivers and make
resources available to enable states to run experiments under rigorous
evaluation conditions. The types of experiments that should be encouraged
include: further integration of child support enforcement and AFDC, and
changes that increase the returns to work, including part-time work (e.q.,
increased disregards, the provision of transitional child care and health
services, and changes in the EITC or other tax measures that benefit poor

families). . ,

A second area of concern is in the development of federal performance
standards for the new welfare employment system. As I indicated in my
. testimony before your subcomittee last month, a clear lesson from MIRC's
" Work/Welfare Demonstration is.that programs shculd not work exclusively
with the most employable recipients — those that have a prior work his-
" tory, and less welfare receipt — because the impact of .the program on such.
lmhvidualsismllerﬁunmomer rore needy groups. - From this perspec- -
.tive, 1tappeaxsnﬂsgu1dedtouseashmleplaoanentstarﬂaxﬂbasedman
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!
absolute level of placements, because it drives program operators to serve
these most employable individuals. It is also clear that the collection of
lmger-tamdatampmgramparticipantswﬂlmtsolvethedifﬂmlties :
associated with this type of perfozmamemeasm:e

- While we know what shauld not be done, it is unfortumately less clear
how to construct a system that will give program operators an appropriate
incentive to serve harder-to-employ recipients who are likely to benefit
fram participation. One pramising approach is to use a weighted placement
standard, that gives operators more credit for placing harder-to-employ
recipients, defined by such abjective criteria as length of time on welfare

and prior employment.

Still another challenge is to develop a system of performance stan-
dards that is sufficiently flexible to take into acoount that states may
have legitimately different goals and cbjectives in their programs, as well
as varying economic conditions and program designs. Too rigid an applica-
tion of a single pe~formance measure could undermine the intended flexibil-
ity of the new welfa e employment system. Senator Rockefeller's concemn
about the effect of a placement standard — weighted or otherwise — in a
state such as West Virigina that has few employment opportunities is a case
in point. Thus, even a weighted placement standard may need to be combined
with other measures of program performance — for example, activity levels
or educational gains — that reflect other ocbjectives of the new legisla-

tion or state intentions.

Given how much remains unknown, I would recommend that Congress not be
too prescriptive in setting the parameters of a performance-based system at
this time. The establishment of performance criteria should be delayed
until there are better data available on the relation between demographic
and economic factors and program outcomes. Since the programs in the MDRC
demonstration were largely job search and work experience, it is particu-
larly important to collect information and analyze the results of programs
that are more intensive or camprehensive in scope.

A final concern is that, if WIN replacement legislation is not passed
Ly June 30, funding for the current program will expire. It seems vital to
continue WIN authorization and furding, at least at current levels, until a
new program is in place. Past experience has shown the problems that arise
if programs are forced to lay off workers and close offices in response to
funding shortages, and then expected to increase capacity quickly when addi-
tional funding becomes available. Experience also shows that a long period
of planning and start-up is required to get a new program in place. It
would thus be inefficient to disband the current WIN structure before new
legxslatmn can take effect; instead, WIN should be :hased art as the new

structure is phased in.

In closing, I would like to reiterate what I stressed at your
subcamnitee hearing last month: Congress should be careful to avoid

‘replaying the WIN scenario of the 1970s and should set realistic

expectations about what can be achieved by an overhaul of the welfare -
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enploymmtsyst:an. huechimfm:«ntﬁwpmgrmcanawmpushshmﬂd
be consistent with the level of funding available to the states. -

I would be happy to provide any additional information or answer any
questions that you or your staff may have. I will be watching the develop-

ment of your welfare reform proposal with interest.
Sincerely,

OB —

Judy
President
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Good morning. I am Judith Gueron, President of the Manpower Demonstra-

tion Research Corporation (MDRC). I am pleased to have this opportunity to

share with you some of the findings from our five-year, multi-state evalua-
tion of state work/welfare initiatives, and to discuss their implications
for the current debate on welfare reform.

Senator Moynihan has pointed out the emerging consensus among policy
makers concerning the responsibility of parents to support their children, _

and the responsibility of government to help poor and welfare-dependent

parents achieve self-sufficiency. While the outlines differ, the more com-

prehensive proposals to implement these reforms call for strengthening the
enforcement of child support, establishing a national minimum welfare bene-
fit, extending benefits to two-parent families, increasing the income of
the working poor, and addressing the underlying need for educational
reform and a stronger economy. .

While the cost and feasibility of much of this are still being de-
bated, there is a common core in most of the proposals about which we do
have solid information. This can best be called a redefinition of the
social contract, whereby welfare programs such as Aid to Families with
Dependent Children (AFDC) would be changed from a broad entitlement to a
reciprocal obligation between citizen and state. By the terms of this

contract, work -- or participation in an activity leading to work -- is

required in return for public aid.

Work/Welfare Research: A Solid Basis for Welfare Reform

Usually, a new consensus surfaces in a climate long on rhetoric and

short on facts. Fortunately, the body of knowledge on work approaches has
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grown considerably over the last four years. In 1982, the Manpower Demon-

stration Research Corporation began a five-year study examining eight state
initiatives that at£empt to restructure the relationship between welfare
and work. This allows us to draw upon the results of several years of care-
ful testing. We can avoid ovérstating the magnitude of the possible re-

sults, while at the same time not yield to pessimists.

The Work/Welfare Response to the Deficiencies of WIN

All of these programs represent innovative responses by states to the

administrative and programmatic flexibility offered in the Omnibus Budget

Reconciliation Act of 1981. OBRA offerec¢ states a new option which allowed

them to change the institutional arrangements for delivering employment and
training services which had existed under the Work Incentive (WIN) Program.
The WIN program was originally mandated to link welfare to work by provid-
ing training opportunities for adult AFDC recipients with school-age chil-

dren. Recipients were officially required to participate in job training

or job search, and to accept employment offers. However, the WIN program

was not funded at a level sufficient to meet these objectives, so the pro-
gram was usually unable to provide services and enforce requirements as man-
dated. .

The option introduced under OBRA, known as the WIN Demonstration Pro-
gram, seemed to trigger a new resolve on the part of state administrators
to establish meaningful work-related obligations for AFDC recipients. Be-
cause the resources were very limited, the chanpges were relatively modest
in scale and design, but they moved in the direction of establishing a re-
In these new welfare employment approaches, to re-

ciprocal obligation.

-2-
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ceive benefits people would have to search for work, participate in train-
ing programs, or accept a "workfare" (work- for-benefits) position. In

return, the state would provide the services and supports necessary to

allow participation. The programs were mandatory: welfare benefits could

be reduced for failure to participate.

Program Design and Target Population

The MDRC study of the work/welfare initiatives does not test a cen-

trally developed and funded reform proposal, but rather evaluates programs

designed at the state level. To ensure that the project produced findings

of national relevance, MDRC studied states that are broadly representative
of national variations in local conditions, administrative arrangements,
and AFDC benefit levels. Final results are available on programs serving
the urban centers of San Diego and Baltimore, and programs spanning large
multi-county areas including both rural and urban Arkansas, Virginia, and
West Virginia. At its conclusion, the demonstration will also include full
evaluations of programs in Chicago, New Jersey, and Maine.

The population studied is primarily female heads of households who
qualify for AFDC, the nation's largest cash assistance welfare program. In

most cases, only mothers with school-age children, about one-third of the

caseload, were targeted for participation. In two states, the study also

included male participants from the rolls of AFDC-U, the welfare program

for unemployed heads of two-parent families.

»

The programs used a variety of strategies to link welfare to work.
The most common method was job search, either by itself or in combination
with workfare. In a few states, limited education and training opportuni-

-

3.
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ties were also part of the program. Overall, these were relatively low-

cost, short-term interventions. Group job search typically lasted from two
to four weeks, and work experience lasted 13 weeks,
Each state's program represented a particular mix of services and a

certain degree of obligation. The research addresses the feasibility and

effectiveness of the combination of assistance and requirements, and can
not separately examine which of the two was responsible for program achieve-
ments.

MDRC measured the success of these programs in terms of "impacts."
Individuals in the study sample were randomly assigned to two groups.
Those in the experimental group were required to participate in the pro-
gram; those in the control group could not. After a follow-up period, the

earnings, employment, and welfare receipt of the experimentals were com-

pared to those of the controls. The experimental group demonstrates the

effect of the program upon employment and welfare patterns, and the control
group represents the patterns that would occur without a program. The dif-

ferences between the two are the program impacts.

Findings, Implications, and Open Issues

The findings of these careful studies of relatively low-cost employ-

ment initiatives in five states provide a basis for action in 1987.

They show that:

It is feasible to require work-related obligations as a

o
condition of welfare receipt.

On the whole, the states and localities were successful in getting a

substantial portion of the eligible AFDC caseload to participate in the
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required activities of their work/welfare programs. This represents a

major management achievement for program operators., It is particularly

striking when compared to the participation record of the pre-1981 WIN

program, which was unable to establish meaningful work-related obligations

for recipients.

However, one should not exaggerate the intensity or scope of this
obligation. The major activity by far has been job search, a relatively
short-term and modest intervention. Education and training activities were
limited, and unpaid work experience was almost always a brief obligation --
usually lasting no more than 13 weeks.

The 1limited nature of the requirement is in part a reflection of fund-
ing constraints. The programs were relatively inexpensive, with average net
costs per enrollee ranging froqﬂ$165 in Arkansas to $1,050 in Baltimore.
Had the typical obligation beer longer or more intensive, it would have

been necessary to raise the level of the initial investments in services.

States have thus far managed to deliver services with generally modest
funding. However, if resources remain low or are further depleted -- or if

the programs expand in scale -- there is a risk of returning to the pre-

1981 WIN approach of formal registration requirements and little real pro-

grammatic content.

o The majority of participants responded favorably to their
workfare assignments, and their supervisors considered
their work to be valuable.

Workfare jobs were generally entry-level positions in maintenance or
clerical work, park service, or human services. While the positions did

not primarily develop skills, they were not make-work either. Supervisors

judged the work important, and indicated that participants' productivity

.5.
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and attendance were similar to those of mast entry-level workers.

Among participants, a large proportion responded positively to the
work assignments. They were saéisfied with the positions and liked coming
to work, believed they were making a useful contribution, and indicated
that they thought a work requirement was fair. Nevertheless, many partic-
ipants believed that their "employer"” benefited from the program more than
they did, or that they were underpaid for their work. In brief, they would
have preferred a paid job.

o The work/welfare initiatives increased employment and
earnings, and reduced welfare costs.

The results of the study dispel the notion that employment and train-

ing interventions do not work. Most of the programs for which we have

final results produced gains in employment and earnings, and savings in wel-
fare payments for women on AFDC.

The percentage of experimentals who held unsubsidized jobs during the
study period was greater overall than the percentage of controls with jobs,
The program improved the employment of people on welfare in four of the
five states for which we have final results. For example, in Maryland, 51%
of experimentals were employed at some time during the 12-month study pe-
riod, compared to only 448 of controls -- an employment difference of 7
percentage points. In San Diego, the employment rate of experiementals over
15 months was 6 percentage points higher than that of controls (61% com-
pared to 55%). This is a 10% improvement.

As a result, the average earnings of experimentals were also higher
than those of the control group. During the 15-month follow-up period in

San Diego, the average total earnings per experimental (including non-
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earners as well as earners) were on the average $700 higher than the $3,100

earned on average by the controls. This is a 23% increase overall. Across

four states, the earnings gains ranged from 8 to 37 percent.

The results also point to a way to increase the effectiveness of

work/welfare programs. The findings show that the most employable people

-- new applicants for welfare who have recently worked -- do not gain much,

if at all, from the relatively low-cost programs that basically teach them

what they already know. With no particular program assistance, many of

these women usually stay on welfare only relatively briefly. In contrast,
the next group -- women applying for welfare without recent work experience
-- can benefit substantially from support and assistance. While more of

these women remain on welfare after participating in a work program, their

employment rates increase by substantial amounts. Finally, very initial

indications are that the relatively inexpensive programs studied so far may
not be very effective for the small group of welfare recipients who have

been on the rolls for years and have very limited skills and work experi-

ence.
The results suggest two exceptions to this overall positive picture,
First, the pure workfare program in the state of West Virginia did not lead

to increased employment and earnings. The rural nature of the state, and

its high unemployment severely limited job opportunities. Second, the
gains in employment and earnings were not shared by recipients of AFDC-U,
the welfare program usually involving the male partners from unemployed,

two-parent households. Nevertheless, the work/welfare program was still

cost-effective among this portion of the target population.

Turnihg to the effect on welfare dependency, overall these programs
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produced welfare savings that were smaller than the earnings increases.
For example, 1in San Diego, the average savings over 18 months was $288,
reflecting an 8% decline over the average $3700 received by controls., In
Virginia, there were average savings of $84 per experimer<al, a 4% differ-

ence from control benefits. Across the four states, savings ranged from 0

to 1lls.
Overall, these findings suggest that work/welfare initiatives can make

consistent and measureable improvements in peoples lives. Multiplied by

large numbers of people and over a long period of time, these relatively
modest improvements take on considerable policy significance. However, the
programs have not so far led to major reductions in poverty or dependency.
In assessing these findings, it is important to remember that they were pro-
duced by programs that had participation obligations of limited intensity,
cost, or duration. An important open question is whether more costly, com-
prehensive programs -- providing either more services or longer obligations
-» would have greater impacts. In addition, it is unclear whether these
low-cost programs were beneficial to the most disadvantaged -- those with
major, multiple barriers to employment, such as severe educational defi-
cits, or language problems., It is possible that there is a threshold below
which more intensive assistance 1s required. Finally, we do not know wheth-
er these programs could be extended to a greater share of the caseload with-

out compromising quality, encountering political or administrative resis-

tance, or raising broader issues of in- or post-program displacement.

o Overall, program benefits outweighed costs, for both
participants and the state and federal government.

The work/welfare initiatives cost money upfront, but in general the

-8-
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investment paid off in future budget savings in less than five years (and
sometimes substantially 1less). The ability of mainstream programs such as

these to effect change on a large scale is an important new finding.

Moreover, the research produced unusual findings on the distributior

of benefits across federal, state, and county budgets. In San Diego, where
a detailed study was conducted, all three levels of government gained under
the particular funding formula and matching arrangements in place. How-

ever, the federal government bore more than half of the costs and enjoyed

the greatest net savings. This finding provides a rationale for continued
federal support for programs 1like these work/welfare initiatives. Had
there been no federal funds -- or had there been substantially less -- the

state and county would have had no financial incentive to run these

cost-effective programs.
For program participants, as well as program operators, the benefit/
cost picture 1is again generally positive, although results vary according

to target group. For AFDC women, the increased earnings associated with the

programs usually exceeded reductions in welfare benefits and losses in

other transfer payments, such as Medicaid and Food Stamps.

While the findings of the overall cost-effectiveness of work initia-

tives 1is important, they do not address a major issue in the current de-
bate: the extension of work requirements to women with pre-school chil-
dren. For these women, program costs -- especially those for child care --
would be higher, and program effectiveness remains uncertain. Clearly the
evidence of long-term dependency for young, never-married mothers suggests
the importance of addressing the effectiveness of services for this group.

o A number of quite different ways of structuring and
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targeting these programs will yield effective results.
Overall, the results-do not point to a uniform program structure that

merits mnational replication, Instead, one of the notable characteristics

of these state welfare initiatives 1is their diversity -- in population

served, local conditions, and program design. A key explanation for the

successful implementation of these initiatives may indeed be that states

were given an opportunity to experiment and felt more ownership in the pro-

grams than they did in the earlier WIN program, which was characterized by

highly prescriptive central direction.

Implications for Program Design

As Congress moves to translate the growing concensus on the need for

reciprocal obligations into programmatic strategies that also provide oppor-

tunities, consideration should be given to other lessons that emerge from
the MDRC findings: lessons about the relationship between funding and pro-

gram scale, targeting and performance standards.

Funding, Scale and Intensity

First, it 1is important that the expectations about what a program can
achieve be consistent with the level of funding it receives. It should be
recognized at the outset that if funding is very limited, a choice must be
which are large scale but limited in their range of

made between programs

activities, and programs which offer intensive or comprehensive treatment

to a smaller proportion of the caseload.

States cannot be expected both to intensify their efforts to improve

the employability of their welfare population and to increase the number of

people served, unless more money is put into the system. If funding for

-10-
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welfare employment programs stays at the current level or declines, states
will be forced to operate programs that either limit the number of people
they serve, or limit the services they provide. In either case, the out-

comes are likely to disappoint those who expect welfare employment programs

to "solve" the welfare problem.
Faced with the opportunity to overhaul the welfare employment system,

policy-makers should take care not to replay the WIN experience of the

1970s and foster ambitious expectations that are not supported with ade-

quate funding. In theory, WIN was intended to require all adult AFDC recip-

ients with school-age children to particpate in training or job search, and

to accept employment offers. In fact, it was never adequately funded or

staffed to enforce these requirements, and the work obligation existed on

paper only.
More recently, the experimental programs studied in MDRC's evaluations

suggest the limited results of operating relatively inexpensive programs
for a large segment of the caseload. More recent state initiatives -- for

example, E.T. 1in Massachusetts and GAIN in California -- are designed to

provide more options and more intensive services to a broad spectrum of wel-
fare recipients, but they rely on funding sources in addition to the fede-
ral WIN system. Not all states appear to be in a position to concentrate

resources to this degree, however.

Cost Sharing and the Federal Role

The cost-benefit studies in MDRC's work/welfare demonstration also pro-
vide insights into the cost-sharing reiationship between the federal govern-
ment and the states in welfare employment programs. The findings highlight

the importance of continued federal support to encourage states to under-

-11-
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take work programs that may ultimately prove cost-effective and in which

the bulk of the savings accrue to the federal government. Moreover, in-

creasing the required state match may prevent poorer states from introduc-

ing programs which entail large initial outlays of cash. States which are

not able to make up the difference if the current 90/10 matching arrange-

ment were changed to a SO/SO match could wind up with smaller welfare em-

ployment budgets than they currently have.

Targeting and Performance Standards

Care also rceds to be taken to ensure that program funds are not mis-

spent by targeting services to the part of the caseload that is least in

need of assistance. The most employable welfare group usually stays on wel-
fare only briefly. It is important that performance standards not encour-

age program operators to serve this group to the exclusion of the more dis-

advantaged members of the caseload. Performance measures that place empha-

sis on achieving high rates of job placements at low costs, for example,

are 1likely to have exactly that effect. Such a strategy may amass impres-
sive performance statistics, but it concentrates limited resources on the

can probably get off welfare without them and limits the assis-

—

people who

tance available to those who can most benefit from it,

More Intensive and Comprehensive Programs

The persisténce of ﬂebendency and the limifed magnitude of the employ-
ment and earnings gains in the programs gyaluated by MDRC provide a ratio-
nale for states to offer more intensive services to move recipients into
jobs and off the welfare rolls. A number of states are already doing so,

in part by relying on the large-scale coordination of existing service de-

livery systems. These programs should be carefully tested. While there is

-12-
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some research evidence to show that such approaches can be effective, it is
still wunclear whether 1larger investments in education and training have a
larger payoff, which segments of the welfare population can benefit the

most from such approaches, and whether they will be more successful than

earlier efforts 1in reducing welfare dependency. There is also much to be
learned about the resources of time, money, and staffing necessary to plan,

coordinate and monitor such large-scale programs.

Conclusgion

The ielatively modest achievements of the first wave of welfare employ-
ment proérams ;;aer OBRA and the cautions expressed here should not deter
you from action. On the contrﬁty, I would urge you to use the findings as
a foundation on which to construct a new welfare employment system which
can avoid some of the mistakes of the past and push into new areas. Most
importantly, I would urge you not to miss the opportunity to revamp the WIN
‘'system by losing sight of welfare employment programs in the rush for more
comprehensive welfare reform measures. Work programs cannot by themselves
solve the poverty problem, but they are important stepping stones -- or

building blocks -- on the route to self-sufficiency.

-13-
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Senator MoYNIHAN. I am going to ask if our good friends from
NYU and Brookings and Brandeis would indulge us.

Mr. Kolberg, the President and CEO of the National Alliance of
Business, has been here patiently all morning and has to leave by
noon.

Therefore, sir, we welcome you, and we look forward to your tes-
timony, which will be put in the record as if read, and then you
can just tell us it in your own words.

STATEMENT OF WILLIAM H. KOLBERG, PRESIDENT AND CEO,
NATIONAL ALLIANCE OF BUSINESS, WASHINGTON, DC

Mr. KoLBERG. Mr. Chairman, I appreciate being allowed to speak
out of order this morning. You and I may be the only two people in
this room, and maybe in this whole hearing, who were involved in
the Family Assistance Plan in the Nixon Administration in 1970.

Senator MOYNIHAN. A long time ago.

Mr. KoLBERG. I can think of no one in the country who is better
qualified to lead this set of hearings and lead us to get something
done finally in this area. I congratulate you on what you have al-
ready done, and you have a monumental task before you.

As I was thinking this morning and listening to the other testi-
mony, several things occurred to me that I thought it useful to
point out in terms of differences, what has happened in the last 17
years.

First and most importantly, it seems to me, is the cultural
change in our society. When we were working before on this prob-
lem, less than a third of mothers with young children were work-
ing. The batxl-boom mothers are working now to the tune of about
74 percent. And so it is a very normal thing: Mothers with young
children work—all mothers of all classes. And certainly, therefore,
it is time for us to readdress that whole question.

Second, you have heard this morning and in your other days of
hearings that welfare reform has begun; it is already well along in
a number of states. Governors are exciting. In terms of even the
last 10 years, the most exciting things going on in domestic policy
and domestic programs in this country are being done by governors
and being done by states. You have heard a good many of those,
and I think it is important to recognize that.

Third, the Federal Government has played a part. In the last six
years the Federal Government has loosened up and become much
more flexible in its authorities and its money, which have allowe
governors to move ahead and do the things that they have done.

Last, as the President of the National Alliance of Business, I
would say to you that I think business is more interested and more
involved now than they have ever been in this issue, first of all be-
cause of the Job Training Partnership Act. As I will point out sev-
eral times, 10,000 business volunteers now serve on the Job Train-
ing Partnership Act private-industry councils in every community.
They are very involved in this kind of thing.

Forty-two percent of the trainees under JTPA are welfare recipi-
ents, so you have a cadre of intelligent, involved business people
out there that already know a lot about welfare problems in their
community and welfare reform.
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The last point I would make—and I think the previous witness
said something about this—we have a window of opportunity in the
next few years. The demographics make it possible for us to do
something. There are two-fifths less young people coming into the
labor force over the next 10 years than ever; we have the smallest
growth in our labor force that we have had since the Thirties. If
our job creation can continue on even a moderate path over the
next 10 years, we have a chance to find jobs, entry-level jobs, for
people that are trained, willing, and able to work.

ith that, Mr. Chairman, let me just shorten my testimony by
saying a few specific things drawn from the printed testimony.

he first and most important principle, we think, is the need for _
state flexibility, and I think I have already made that point. States
are moving ahead in this kind of thing. A number of states have
already done very innovative things. And in that flexibility, it
seems to me there are four points that need to be made:

First, continue adequate funding to stimulate the implementa-
tion of state welfare to work programs. We have heard about the
work-incentive money; 20 percent of AFDC people in the states
have used the WIN money. That needs to be continued. That has
been a very strong motivator for state legislators to put up state
money to move ahead with welfare reform.

Second, leave discretion to the governor to determine which state
agency should administer the program. Let’s stay out of the way of
the governors. Let them decide how to organize state government,
whether it is the welfare agency or the em(floyment agency or a
combination—governors know better how to do that than the feder-
al level does.

Third, let us continue v authorize a broad range of allowable ac-
tivities, so we can simplify program design.

And finally, let’s make it possible again for governors to coordi-
nate this program with the multitude of other employment and
training programs. Many of them are out there. States are begin-
ning to make some sense in integrating program delivery systems,
and we need to allow the flexibility.

The second key principle that I would talk about this morning is
the need for substantial local control over service delivery. Again,
the private industry councils of the Job Training Partnership Act
have involved governors, have involved mayors, have involved the
business community. It goes without saying, I think, that the busi-
ness folks know where the jobs are, the;}r1 now know a great deal
more about training the disadvantaged than they did four or five
years, and clearly a lot of those delivery-system decisions must be
made at the local level.

Tl;e third point I have already talked about, business involve-
ment.

I would ask you and the committee to take a very careful look at
the Job Training Partnership Act. We in the business community
have spent a lot of time and a lot of effort to try to become part-
ners from the top to the bottom in a delivery system which we
think now involves a very effective partnership between govern-
ment at all levels and the private sector. We think having business

ple involved adds a new dimension of credibility, of understand-
ing and know-how to this whole system.
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As Governor Dukakis has probably pointed out to you, he is
using private industry councils as a key delivery mechanism in his
t;:lx"ggra.am; we would tfxink other states might want to do the same

ing.

Let me, then, just skip over the rest. I see the red light is on, Mr.
Chairman, and we in business like to get things done efficiently
and effectively. I hate to be the one who runs too far. Let me just
skip to the end.

e Work Incentive Program, as has been pointed out here this
morning, expires in-terms of dollars in June. I would hope that
what the committee might do is use that as an action-forcing event,
if you will, not only to provide more money, because WIN has been
an effective motivator at the state level, but also we would hope
that the committee might just pull that whole urea out and go with
a separate piece of legislation, and go quickly.

As you have heard from me and every other witness, a lot of
very innovative, important things are already going on in welfare
reform. The WIN money has been an important key, perhaps the
most important federal key, to urging that innovation on, and to
stop that money now would be wrong. I think it probably is time to
rewrite that, so that states—for instance, in our view, it shouldn’t
any longer be a 90/10 program; states ought to be asked to put up
more money than they have in the past. It seems to us a 25-30 per-
cent state match would be very reasonable. But let’s fund it, as Dr.
Gueron said. Let us fund it so that the money is there to urge the
states along, so it becomes a real carrot, a federal carrot, to allow
and encourage states to move ahead with welfare-to-work pro-
grams.

Mr. Chairman, I am over time, and I will stop.

Senator MOYNIHAN. May I say to you that you make a very im-
portant point about what our chances look like. The demographics
are with us, for a change.

Mr. KoLBERG. That is right.

Senator MOYNIHAN. After watching that baby boom just crash
into one institution after another for the last 40 years or so, I think
it would be useful for our staff if we could just have Bill give us
those numbers, something about the enormous drop in persons en-
tering the labor market over the course of the next decade. That
gives us a moment here that should encourage the thought that it
is l;1_otthopelesr,s. Maybe that is why we are getting around to the
subject.

Senator Rockefeller?

Senator ROCKEFELLER. No questions, Mr. Chairman.

Senator MoYNIHAN. Senator Bradley?

Senator BRADLEY. Thank you, Mr. Chairman. I would just like to
echo your word on the demographic point that f'ou made. I suppose
what we will have to weigh, what inevitably will be the fact, is that
there are many people in this country who are undertrained and
unemployed.

Do you see a potential tension between this group and new immi-
grants who come into the country? This is not a new tension, by
the way, in American history; but do you have any counsel for us
from the business community as to that tension?

AR
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Mr. KoLBERG. Clearly, Senator Bradley, there is that tension.
The mis-match I talked about ought to be of concern to all of us; it
isn’t just relating to welfare clients but it relates to our young
people. Jobs become more complicated all of the time. Our recent
study showed that three out of four jobs by 1995 are going to re-
quire training beyond high school; so jobs become ever more com-
plicated. And so the mis-match—23 million adult functionally illit-
erate people, we are losing a million young people out of our
schools every year who drop out. Essentially, dropouts are unem-
ployable, increasingly. Functionally illiterates are unemployable.
And yet, at the same time, if we have this strong inflow of people
from outside the United States, obviously you are going to have a
real problem. Are employers then going to be attracted more to
those that want to work, that are capable of working, who come
from outside the United States, rather than address the real prob-
lem of the underclass—those that are disadvantaged, unemployed,
functionally illiterate—whatever their problems?

We would hope that, through policies both public and private,
that we spend our time over the next 10 years seeing if we can’t
dig at that real problem in our center cities, whether it is New
York City or wherever it may be, the problems of the underclass,
welfare, those that drop out of school, the functionally illiterate—
we have an opportunity to do something about it, and now is the
time to do something about it.

Senator BRADLEY. The opportunity.

Senator MoyNIHAN. Sir, thanking you for your testimony and
knowing you have to be on your way, may I just say that back in
the 1960’s a lot of organizations got started doing something about
the issues that arose and the problems that appeared. Most of
those organizations have disappeared, and most of those people
have disappeared. The National Alliance of Business has not, and
this member of the Senate would like to thank you all for hanging
in there. You come with experience and commitment. Twenty
years is a long time, and it certainly wasn’t easy 17 years ago when
we were working on these things, and we didn’t succeed. We knew.
I think it was to one of your groups that I said that if we didn’t get
that bill in 1970, we wouldn’t get it in that decade. Well, we didn’t.
But life goes on, and you are still here.

Will you take something back to your board? Tell them the Fi-
nance Committee appreciates what they are doing and admires
what they are doing.

Mr. KoLBERG. Thank you for your kind words about the National
Alliance of Business.

Senator MoyNIHAN. Sir, thank you.

We are now going to go back to our regular order, and we are
very pleased and I think privileged to have a panel of three of the
most distinguished research economists and sociologists in our
country, who concern themselves with human resources and ques-
tions of public entitlement and private obligation: We have Law-
rence Mead of New York University, who is now visiting at the La-
Follette Institute at Wisconsin. His seminal work on obligation ap-

ared several years ago and obviously greatly influenced the
course of the discussion in our nation—you hear it; every witness is
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talking about “social contracts,” and out in California they are
drawing them up.

And we have Robert Reischauer, who is at Brookings, who is
going to speak to us on a subject that he is particularly well quali-
fied to speak to, the Expansion of the Earned Income Tax Credit.

And then, Professor Bob Lerman of the Center for Human Re-
sources of the Heller School of Social Work at Brandeis University,
and he is going to discuss Helping the Poor Outside the Welfare
System, a Proposal for Restructuring Antipoverty Policy.

I welcome you all, and as is our pleasant practice, we like to ad-
vertise books for sale from time to time. (Laughter.)

Mr. Mead, you are first, and you can commence with “Beyond
Entitlement,” or wherever you would like.

And I would like to hear from all three members of the panel.

[Mr. Kolberg's written prepared testimony follows:]
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TESTIMONY
OF THE

NATIONAL ALLIANCE OF BUSINESS
BEFORE THE
SUBCOMMITTEE ON SOCIAL éBCURlTY AND FAMILY POLICY
COMMITTEE ON FINANCE
UNITED STATES SENATE
ON WORK AND WELFARE ISSUES

FEBRUARY 23, 1987

Mr. Chairman, | appreciate the opportunity to discuss the views of tlhe National Alliance
of Business.on isgues re_latéd to training welt_'ére recipients for jobs'in the priv‘at'e sector.

My name is William H. Kolberg, President of the National Alliance of Business. The
Alliance has worked to promote job and training opportunities for the economically
disadvantaged for 19 years. We are the only organization led by, and representing,
business in the specific areas of job training, employment, and human resource
development for the nation's unemployed and disadvantaged. Our experience in working
with both private sector employers and publicly funded job training programs provides us

with a unique perspective on the subject of these hearings.

At the outset, | want to commend the Subcommittee éor holding hearings on what we
feel is the critical element in welfare reform. We believe that the only meaningful way
to change from a life of welfare dependency to one of self-sufficiency is by providing
the training, support, and incentives necessary for competitive employment in our

private, free market economy.
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Buginess Interest in Welfare Reform

-

When the Alllance was founded nearly two decades ago, private sector interest in the
disadvantaged was based mainly on social commitment. Since the late 1970s, however,
the interest and involvement of private sector employers in the problems of the
disadvantaged has increased substantially, due in large part to a growing concern about
the lack of literate and qualified applicénts to meet increasingly complex job
requirements. The slowing of labor force growth that the nation has been experiencing
for several years, and will continue to experience for several years to come, restricts
employer choice in tilling job vacancies. Unless a concerted effort is made to increase

the education and skills of available workers, productivity could be impaired and

© economic growth could be undermined.

Employers are beginning to understand this problem, and are increasingly committed to
doing something about it. Business interest in welfare reform is no longer based solely
on the social good, but on economic necessity. Tight labor markets in the Northeastern
states and shortages of qualified entry-level workers in local labor markets throughout

the nation are spurring business interest in facilitating the transition from welfare

dependency to productive employment.

Growing business concern has coincided with a growing state interest in welfare to work
efforts. Two decades ago, the federal government had to assume the burden of assisting
the poor because most states were either unable or unwilling to do so. Now, many
states are competing with each other to design the most effective welfare to work

programs. That transformation has been spurred in part by the desire to reduce state

Page 2
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welfare expenditures. But it has also heen reinforced by a change in public attitudes.
The rate of entry into the workforce for all women -- including single parents with
children — has increased dramatically, leading many to reconsider the equity and

appropriateness of expecting that able-bodied welfare mothers should be supported

without working.

Another factor is federal legislation. Changes in the early 1980s granted states greater
flexibility and authority in planning and operating employment and training programs for
welfare recipients, launching a wave of state experimentation. The success of many of

those experiments has fueled additional interest and innovation.

Mr. Chairman, we believe thure are three key principles that should guide employment

and training programs for welfare recipients and other disadvantaged groups.

State Flexibility. One important principle is the need for state flexibility. Decades of
categorical federal legislation have left states with a patechwork collection of narrovﬁy
targeted programs that lack vision and the coherent policy framework needed to
promote employment. To compound the problem, state education, job training,
economic development, and human services agencies operate in relative Isolation,

despite their mutual interests and their combined effect on the state's economy.

Over the past several years, individual states have been struggling to develop a rational

poliey framework and to reshape existing delivery systems to meet their employment

Page 3
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and training needs. A major thrust has been the ccordination, and in some cases
integration, of related human resource development functions within the state. This is
often achieved through a state-level strategic planning process that addresses a broad
spectrum of state programs. The key players have been the governors, who are in a

unique position to fashion a rational system through their authority over state

administrative agencies.

Currently, states have many program options for addressing the employment-related
needs of weifare recipients. The Work Incentive (WIN) and WIN Demonstration
programs serve around 20 percent of AFDC recipients and are the most important
element in most state weifare to work programs. The Job Training Partnership Act
- (ITPA) programs’ also serve welfare recipients in proportion- to: their ‘reérehént:ationv in
the local population -- at present some 42 percent of JTPA participants are publie
assistance recipients. In addition, some states are taking advanfage of federal matching

funds to operate community work experience (CWEP), job search, and work

supplementation programs.

States also have at their disposal statewide networks of community colleges, vocational
and technical schools, and public school systems. Moreover, states have access to

federal funding to provide English as a second language (ESOL) instruction and sdult

basic education.

The challenge to state human resource planners is to assemble these many pieces of the
puzzle, along with others, to fashion a coordinated and comprehensive employment and

training system to move welfare recipients into unsubsidized employment. Given the

Page 4
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considerable diversity in state administrative capacity, welfare characteristics, and
economic conditions, it is clear that no federal model could fit every state equally well.
In fact, such an approach would necessarily be inefficient, States are still
experimenting with the many options they have under current law. The federal

government's role Is to insure they have the proper tools, and the flexibility, to do the

job.

To preserve state flexibility, federal welfare to work legislation should:

e Continue funding to stimulate the implementation of state welfare to work
programs. WIN grant money has played a critical role in leveraging additional
‘financing from state legislatures. Under a new federal program, continued,

but stable, funding of this type is essential.

® Leave discretion to the governor to determine which state agency should
administer the program. The WIN Demonstration authority has been a
significant incentive to state experimentation. Each state should be free to

decide how this piece fits best into its emerging employment and training

strategy.

® Allow a broad range of allowable activities to simplify program design and
facilitate program integration. Authority for welfare to work programs'

should be consolidated in one place in federal statute, and should include all

services authorized in current legislation.

Page §
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o Require coordination of the new welfare to work program with other
employment and training programs within the state. This could be

accomplished through the s‘ate job training coordinating councils established

under the Job Training Partnership Act.

Local Control. Another principle is the need for substantial local control over service
delivery. Because the demand for workers, the types of employers, the population to be
served, and the resources avallable vary substantially across different areas of the

state, the design and operation of employment and training services must-take place at

the local level.

A ‘wide-range of education, ‘economle development, ‘welfare, and éﬁiploym.eﬁt-rélateél
'serviées exists in most communities. Effective local pla.nnlng can orchestrate these
local resources to provide a logical stream of programs and services that cuts across
institutional -boundaries. Currently, a number of local areés are experimenting with
one-stop shopping, case management apprc;aches, and cémpetency-based curricula that
allow program participants who face occupational barriers to enter the employment and

training system at practically any level and progress toward self-sufficiency at their

own pace.

In such a system, it is no longer necessary for eveﬁ program to provide sufficient
resources for every conceivable service that participants might require. Instead, focal
planners should be able to draw on many different resources -- hoth public and private --

to provide comprehensive services to those in need.

Page 6
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To promote local control, federal welfare to work legislation should: -

e Leave open who should provide services at the local level. That decision

should more appropriately te made by local ;Slanners.

® Require coordination of welfare to work services with other employment and

training services available in the same local area to avoid duplication of

effort.

Business Involvement. A final principle is that business has an important role to play in
designing and overseeing employment and training programs. To begin v)ith, the privage i
sector has over 80 percent of the.jobs. In addition, pri'vate sector e‘mploye;'.;z kr.\.o.v; ;vhat '
job skills are needed in their industries and geographic areas. Their understanding of
local labor market trends can help inform appropriate public program designs, training
content, and necessary su[i)ort services. And where private sector job placements are
the goal of publie in;tlatives, employers know best what levei of competency they
require from program graduates. Finally, local private sector leaders can serve an
important role as an outside broker, or focal point, to facilitate coordination among
various public programs related to employment and training. Very often it is the
"neutral" business volunteers who can motivate various public agencies and officials to

work more effectively together and coordinate resources more efficiently toward a

common goal.

We believe that valuable lessons for welfare to work programs can be drawn from

experience under the Job Training Partnership Act (JTPA). That law incorporated the
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landmark principle of private sector involvement in finding solutions to "social"
problems by equalizing authority between the public and private sectors over all aspects
of local policymaking, planning, administration, and program operations. This was a
deliberate and concrete recognition of the need to harness private sector expertise,

resources, and support, and to tailor publicly financed training programs to local

economic realities.

We believe that such a partnership brings the best leadership, resources, and
commitment to the table in each local community to address a common problem. Under
JTPA, each local service delivery area must establish a private industry council with a
majority membership of business volunteers, vyith other membgrs coming frop'\
éduéatlon; welfare agencie.s,l the eﬁ\ployme.nt service, ofganiied 'labor, and cor.rami'mi'ty6
based organizations. Each private industry council shares authority with local elected

officials over program design and skill content, service delivery, oversight, and

coordination.

After nearly four years of operation, we have seen that employers have a lot to bring to
the table. They are willing to participate and have done so effectively. We have seen
the private industry council, as a community institution, begin to mature and to define
its role more broadly as a center of human resource policy i the loce: labor market.

The councils have an established identity and credibility in the business community.

In some states, the public-private partnership concept is already being extended to

welfare to work initiatives. The Massachusettes "ET" Choices program makes extensive -
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use of local private industry councils. The concept is also being applied in the

California GAIN program and in numerous local welfare to work initiatives.
To promote business involvement, federal welfare to work legislation should:
e Utilize existing public-private partnership institutions to gain private

expertise, resources, and support, and to coordinate employment and training

services for welfare recipients with other services available in the

community.
Lessons from Successfu! Programs

Mr. Chairman, after two decades of public employment and training efforts on behalf of

welfare recipients, it is possible to draw a few lessons about what makes programs

succeed.

Incentives are more effective than punitive measures. Employers seek, and work best

with, "motivated" employees who are more likely to be found in a voluntary system that
offers them real opportunity. Most welfare recipients want to work but lack the skills

or education to find a meaningful job that pays more than what they can receive in

welfare benefits.

A voluntary system does not mean that the welfare system just waits for recipients to

walk in the door, taking their own initiative to volunteer for job training. It is tied to a

Page 9
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system that initiates an assessment of each welfare registrant, actively counseling them

on the opportunities and incentives available for training and services.

If the incentives for recipients are approprlate; they should draw individuals into the
program on their own. This appears to be the case in Massachusetts where volunteers
are flooding the program for services and placement. The incentive is that most
recipients double or triple their income in jobs compared to welfare payments,

Once incentives have drawn as many recipients as possible off the welfare rolls, then it
might be appropriate to consider enforcing the enrollment of others into job training
| services. Self-selected and motivated participants, obviously, are more likely to
" succeed in ige‘ttingA jobs, holding them, and producing long term gains for themselves and.

the economy.

Participation must be more profitable than remaining on_welfare, In our view, one of
the persistent barriers that has plagued welfare reform efforts in the past has been the
lack of meaningful financial incentives to draw participants into jobs more naturally.
Probably the largest single problem has been the loss of Medicaid coverage or health
care assistance when recipients take jobs. Wages may initially provide more cash flow
to participants, but having to purchase independent health insurance for themselves and

dependents often reduces income below what they received on welfare. This problem

must be addressed if programs are to succeed.

Programs m er incentives to employers to cover the extra costs of training and
lost productivity. There are proven models in federal policy that give employers
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incentives for hiring and training unskilled, disadvantaged job seekers. These include
on-the-job training reimbursements up to an amount that equals half of wages paid
during a specific period of time, or tax credits on the actual wages paid. These are
specific and effective incentives that help cover costs of extra supervision, training on '
the job, and lost productivity until the new employee comes up to speed. Such
incentives are important to overcome the hesitancy of employers .to hire weifare

.

recipients over otherwise similar applicants who need less training.

We would recommend that incentives continue to be part of the federal authorization
for programs seeking to place welfare recipients in good jobs, where they can receive
additional training in job-specific skills from employers. Employers, knowing they are
‘being feimbursed for the "éosfs' of t:ra.ining,» will invest lﬁoré tivnile‘ and 4traix{i4ng.in"the'
individuai.' Studies of past on-the-job training arrangements indicate that the
reimbursements do not cover all the actual training costs to employers, which suggests

that the incentive may leverage additional training funds to benefit participants.

Employers will expect, and must be able to rely on, continued public program assistance
for other necessary client support services such as personal, job, and financial
counseling, transportation, and day care. For this particular clientele, which is often
characterized by little or no work history, ghe involvement of private employers is more
likely to occur if they can be assured that the individuals they hire and train will be
helped with the basic support services necessary to retain a job and to minimize
distractions at the workplace. Employers are not equipped to provide many of the basic

necessities clients will need in making the transition from welfare to work.
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It is difficult to say which of the support services Is most important initially, but
intensive counseling and follow up after placement ranks high. Personal and financial
counseling would help new employees establish a greater sense of stability and
satisfaction in their new status, and can provide referral for transportation, day care,
and other needs. Job counseling would provide them with a sounding board for job

_related fears and problems outside the potentially intimidating supervisory system of

the workplace.

E rs must be measure a cce ee re w_that their
efforts make g difference in how the program works. To maintain the long term
commitment and involvement of employers in such initiatives, the bl:ogram should
. inc‘lude' so'me' syélté'm. of a.cébﬁr’n‘tabili‘ty‘of p.e\.'férmarvlc;e ;11easul;em.er;t; Thé ir.\vesfr\;nel;t of

public dollars should be able to show resuits.

Other public programs involving employers, like JTPA, have included performance
evaluation criteria and have significantly improved the way in which emplbyers view the
programs. Performance ineasures become an important management tool, like those
used every day in business. Performance goals improve chances of identifying problems
early, allowing changes in program design, management, and oversight. Monitoring
program results increases credibility among employers, who understand that if the

program works and produces measurable results, it can justify a continued public

investment.

Our experience has shown us that if employers have a role in the design of services

against specific measurable outcomes, they gain a sense of ownership in the program.
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reluctance to get involved in what they see as bureaucratic government programs,

whether the perception is true or not. Legislation that does not attempt to regulate by
statute and that provides the maximum flexibility for local decisionmaking in program
designs is more likely to be successful in attracting private sector volunteers. It is
possible to keep legislative requirements and administrative structures streamlined
without losing accountability. When a program degenerates into a paperwork
compliance process, at the expense of good program designs and results, the purpose is

lost and business interest cannot be sustained.

Need for WIN Replacement

Mr. Chairman, we believe that new federal welfare to work legislation is needed that
builds on this foundation. But we must be careful not to take a heavy-handed approach
that could stifle the creative efforts being made by individual states. The most
important contribution the federal government can make to improve the transition from
welfare to work is to give the states the freedom and the "seed money" to continue their
efforts. Currently, the WIN program is one of the most effective tools used by the

states to provide a comprehensive mix of job search and training activities.
A new program is needed to replace WIN, whose funding runs out in June of this year.

The new program should increase state and local flexibility, increase the state share of

funding, broaden the range of authorized education and job training activities, and
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ensure the provision of adequate support services to sustain program participants. The
program should be carefully coordinated with the public/private structures under JTPA,
State Job Training Coordinating Councils should have a role in developing the overall
policy guidelines for the program, and private industry councils should help plan and
oversee programs at the local level. Finally, this new program should provide the
critical Incentive funds for states to undertake more comprehensive initiatives for

helping welfare recipients prepare for private sector employment.

As the Subcommittee deliberates how best to move forward toward reform of the

nation's welfare system, we hope that you will consider drafting separate legislation to

‘address work and welfare issues. June is not far a.way. and the uncertainty over

* continued federdl funding for state work and welfare initiatives is already frustrating

state planning. We believe that federal work and welfare legisiation, if considered apart

from other potentially more controversial aspects of welfare reform, could be enacted

before that deadline.

We are ready to work with you and your Subcommittee to help design such a program to

create meaningful private sector work opportunities for welfare recipients.

Mr. Chairman, I would be happy to answer any questions you may have.

Page 14



211

STATEMENT OF LAWRENCE MEAD, PROFESSOR, NEW YORK UNI-
VERSITY; VISITING PROFESSOR, LAFOLLETTE INSTITUTE, UNI-
VERSITY OF WISCONSIN, MADISON, WI

Professor MEAD. Thank you very much, Mr. Chairman. It is an
honor to participate in these deliberations. -

I will not say anything about the overall reason for reform; I
think you have heard a lot about that. I want to emphasize three
points, one of which I suppose will not surprise you.

That is that an element of clear-cut obligation on the part of the
recipients of welfare must be part of any successful reform. By that
I mean an obligation to participate in some form of activity pro-
moting self-reliance, either job search, or actual employment, or
training.

Now, my reading of the problem in welfare employment is that
the main constraint is not in fact lack of jobs. The situation in
West Virginia, which we have heard about, is unusual. In most
urban areas, anyway, jobs appear to be available at the margin,
and that is not a serious constraint, at least at current work levels.

The problem, rather, is that welfare itself has not generally re-
quired participation on the part of the recipients in some form of
meaningful activity. N

What is new about the recent programs that MDRC has evaluat-
ed is that most of them more clearly require participation, and for
this reason I think we see the impacts that we do.

There are some improved economic results in terms of higher
earnings for the recipients and higher work hours, but in my view
the most important consequence is simply participation itself,
simply that these programs have raised the share of the employ-
able recipients who have to do something in return for benefits.
They have raised that share from the usual WIN level of about a
third up to over half. That is, in my view, much the most impor-
tant impact these programs have achieved.

Also, it is well to remember that this is what the public wants.
Important as the economic impacts are, their main effect is to make
it rational to pursue workfare; they give us the returns that we need
to balance government’s costs. But the public is interested in that
participation in and of itself, they want that; they want people
involved at higher levels of effort on their own behalf, And we should
view that as an important impact all by itself.

Also, you earlier raised the question of what was the answer in
New York State and New York City. I have done studies of the
WIN Program in New York City and State, and I find, particularly
in these areas, that the key to people getting into jobs is the share
of the clients who are obligated to participate actively in the pro-
gram. That is much more important than variations in the labor
market or the demographics of the clients themselves.

To expect people to work is the most important thing you can do
to cause them to enter jobs. Obligation doesn’t much raise the qual-
ity of the jobs, and therefore an issue of equality remains to be ad-
dressed; but it does raise their participation in meaningful activity.

The second concern I have is that political reflexes of an inappro-
priate kind may keep us from generating an effective reform. I
speak here as a political scientist. I hear some concerns expressed
by liberals and conservatives that sound all too traditional. There
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is an effort on the part of some liberals, I think, to use welfare
reform to reinvent the over-elaborate welfare state of the late
1970’s, prior to the Reagan cuts. They want reform to consist
mainly of new benefits and services for the recipients. Some bene-
fits are necessary, but let us remember the history that purely vol-
untary, benefit-oriented programs have not raised work levels on
welfare. We must not go down that road again. We must make sure
that alongside the resources we have definite participation obliga-
tions. . : -

Conservatives, for their part, see an opportunity here to reduce
dependency, to reduce spending on welfare, perhaps to devolve wel-
fare to lower levels of government. I think that agenda also is inap-
propriate to the kind of reform we are talking about. We can’t
expect workfare to save a lot of money in the short term. We
shouldn’t expect short-term reduction: in dependency. What we
should look for primarily is higher levels of participation by the re-
cipients in some kind of activity.

Another political danger is what I would term overselling. If we
think that workfare will work a transformation of welfare in the
short term, then when we don’t see it we will be disillusioned and
we will withdraw funding. We will refuse to make a long-term com-
mitment to administrative development, which is really required to
make these programs effective.

Finally, what would be the essentials of reform? One important
thing is to extend the reach of a participation requirement. It
doesn’t achieve very much if you define the share of the employ-
. able very narrowly; you must define it broadly, I would say to in-

clude mothers of children as young as three. And most important-
ly, you have to mandate actual participation by these people.
Merely to require that they register, as they usually have to do in
WIN, achieves very little. We have to set some targets for partici-
pation levels that the states have to achieve, under some kind of
fiscal sanction or incentive. I would raise the share of the employ-
able that have to participate actively from the current level, which
is only 15 percent, up to 30 percent, then gradually up to 50 per-
cent, and then see whether it is economic to go further.

We should try to see that at least half the employable recipients
do something active in return for their support.

I will elaborate any of these points later.

Senator MoyNIHAN. Yes. And we will just go right through, pro-
ceeding to Dr. Reischauer.

[Professor Mead'’s written testimony follows:]
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Hynmuuvmeel.w: 1 am en Associate Professor of Politics at New York
University. This semester | am 8 Visiting Professor at the La Follette Institute of Public Affeirs ot
the University of Visconsin—Madison. xmmmmmpwm:mmma
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Children (AFDC). The main egenda is to require that more adult recipients work or take other steps
t0 heip themselves &3 a condition of support. Measures in this direction seem essential for the
well-being of the recipients as well s the nation. Bslow, | summarize some reasons for this
moveent, vhat it might achieve, the political dangers it faces, and finally the essentials of

" reform itself.

LREASONS FUR REXURM

Thes mein impetus to reform is evidence that long-term dependency has decome a serious
prodlem in American weifare. Itis at the heart of the nation's social prodlem, especially in the

fow-income areas of major cities.

‘ltvuoncc thought thet most families on welfare remained there only for short periods, end
that is true for about haif the cases. But according to the best recent research, haif the cases jast
more than two years, and 38 percent last five years or longer. These longer-term cases dominate

the rolis at eny given time.! Furthermore, prolonged dependency hits the most disadvantaged
families herdest. Young never-married mothers who go on AFDC with a child under 3 tend to stay
dependent the longest; nserly 40 percent will spend a total of at fsest 10 years on the rolis.2

A mejor reason for dependency is nonwvork by adult recipients, next only to seperation from
their spouses.$ Lack of earned income is even more important as a causs of poverty. About half of
all spells of poverty degin through a loss of eernings, and three-quarters of them end through a
gain in earnings. Even for female heads of families, earnings are the leading sscape route out of

! Mary Jo Bane and Devid T. Ellwood, “The Dynamics of Dependence: The Routes to Seif-
Sufficiency,” study prepared for the Depertment of Bealth and Human Services (Cambridge, Mass
Urben Systems Research and Engineering. June 1963), ch. 2.

2 Davit T. Eliwood, “Tergeting ‘Would-Be’ Long-Term Recipients of AFDC,” study prepared for
the Depertment of Bealth and Human Services (Princeton: Mathematica Policy Reseerch, January
1966), p. xiii

3 Bane and Hiwood, Dynamics of Dependence,” pp. 17-2. -
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poverty, more importent then either remarrisge or government benefits 4 But it is a route fewof
the long-term poor or dependent to'.

There {2 littde reaton to think the problem will sofve iteelf. Only about a quarter of AFDC
mothers are working or looking for work at a given time, about half the leve! for comperable,
divorced or separated mothers in the general population, and the level is lower still for the long-
term cases. After even two years on the rolls, the chance that a family will vork itself off the rolls
is less than 5 percent.} Vork levels have hardly changed in two decades, even though welfere
mothers have become more employable in *hat time.$

Ths main purpose of the current movement is to assure that more of the dependent do
something to help themselves. The humene purposs of AFDC used to be to free needy mothers to
stay at home to raise their children. Today there is widespread doubdt that it is good for a single
aiother or her children for her not to vork for long periods. Among femilies with limited
education and vork experience, nonvork tends to isolate and depress the mother, and it does not
furnish the exampie of competencs that children need to g0 in their parents. Ideally, a family
has two parents, and between them they can both work and care for their children full-time.
¥hen the mother is the only parent, it is best that she divide her time between these tasks.

WVhile welfare largely supports vomen and their children, there is concern also about poor
men. Most welfare families are created wvh+. fathers leave their spouses or never narry them.
Some argue the fathers leave to quality the families for AFDC, which does not cover two-parent
families uniess the father is unemplioyed. More likely, they jsave because they despeir of
supporting the family on the vages they can earn, or they are kicked out as poor providers by the
mothers. Velfare reform should not consist only of steps to make the mothers vork, necessary
those these are. Measures are also needed to obligate the fathers to do more t0 support their
families, and to help them function detter as dreadwinners.

Nonwork is also hard on the nondependent. Polls show that Americans are deeply distressed
by welfere. Vhat they opposs is not dependency &s such, since lerge numbers of dbetter-off
people rely on Social Security and other middle-class benefit programs. Rather it is
drsruactional dependency, the fact that welfuare adults often do so little to help themselves. The
presence of a substantial class of working-eged, yet dependent adults violates the American ideal

4 Mery Jo Bans end Devid T. Eliwood, “Slipping Into and Out of Poverty: The Dynamics of
Spells,” Journdl of Human Resources vol. 21, no. 1 (Vinter 1986), pp. 13-21.

3 June A. 0'Neill et al., "An Analysis of Time on Velfare,” study prepered for the Department
of Health and Humen Services (Vuhmzm,nn : The Urben Institute, June 1984), pp. 27-8.
6 Lawrence M. Mead, By 8 SO gations of Citizenship (New York:




216

Meed, ‘Principles for Veifure Refora” pege d

of a petion of equal citisens. Greater inwgration of the jong-wra depandent is essential w0
achieve equality in this American sense. It is aiso vitel 10 meintin political support for weifere

end a generous sociel poticy.?

1L WHAT REQUIREMENTS MIGHT ACRIEVE

Thase facts have put in question the pessive approach thet government took to dependoncy
until recently. Since recipients vant o vork, it has been assumed thet they vill vhen they can.
4 number of impersonal “berriers” have been thought 10 keep them from vorking—iack of jobs or
child care, recism or fow skills, or the disincentives 0 vork <reated by welfure itself. Government
~ must remove these impediments, end thea the adult poor will g0 10 vork withowt special

prompting.

This wes the reasoning dehind the many denefit-oriented progrems the Great Society
inventad 10 try to ralse vork levels. These inciuded government tralning programs for
disadventaged vorkers and youth. In 1967. AFDC recipionts were allowed 10 keep pertof eny
serned income without any deduction from their grants, t0 create a stronger incentive % work.
During the 1970s, large numbders of government jobs were created for the seriousty unsmployed,
meny of them weifure recipients.

Bowever, ressarch and experience have not shown the barriers to be very substantial.
Especiaily, jobs of at Jeest a low-paid kind seem widely available. The shoriages, if any, are in
rural arees, not in the cities vhere welfure is concentrated. The presence of large numbers of
{ilegal aliens working in urben arees is one sign of that. The joss of Medicaid coverage is en
tmportant deterrent © vork, but welfare itself is no?. This is not to say that vork is eesy for
weifere mothers, anly that it is not notably more difficult for them than for othar single mothers,

208t of vhom now ere vorking ¢

Perhaps for (his reeson, none of the benefit-oriented programs shoved auch impect on
work levels. Some of them generated vorthwhile gains for the earnings of recipients, but none
" coused them 10 work more steadily in the jobs already availablie in the private sector. In
perticuler, work incentives éid not perceptidly reise employment lovels in AFDC, nor did work
sffort drop when the incentives vere largely eliminatsd in 1981.9

7 Mend Beyond Entitiement pp. 273-40.

¢ Lawrence M. Mead, “Vork and Dependency, Part | The Problem and Its Causes,” paper
written for the Velfare Dependancy Project of the Hudson Institute, September 1986, pert I11, end
“The Potential for Vork Eaforcement: A Study of VIN,” unpublizhed peper.

9 Lawrence M. Mead, “Vork and Dependency, Pert 11: Past Policy and Proposals,” peper
written for the Veifere Dependency Project of the Hudson Institute, September 1986, pp. 3-17.
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It has decome clear that nonwork is due, 182 10 berriers, thean t0 the special inhiditons the
fong-term poor heve about entering low-gkitied jobs, the kind most accessidie 10 them. Despite s
desire v Tork, they haw difficuity mustering the steady, commitied vork effort necessary t
overcome poverty. Meny feel that, whils work is desirable, the responsiditity for achisving it
rests vith government, which must jocate a job, arrange child care, and 50 on. Othars vieves
unjust having 1 take unskitied jobs that pay less then the norm for the economy. The first
. ettitude seems more important for weifare mothers, the second for unskitied men 1¢

-rmmmn.mm’ﬂmmmmnumm
pormissive. They did not cleerly require the dependent 10 work in return for benefits, Especially,
AFDC has not seriously required a2ult recipients to work. The Vork Incentive (VIN) progrex ves
establizhed in 1967 w try t0 place employable recipients in work or training, dbut it hes suffered
from limited austhority. Mothers with preschool children are exciuded. though they comprise the
dulk of adult recipients. Thus, only about a third of ATDC adults even have to register with VIN.
- And of these, only about a third have © Jo enything active 10 retain their welfare grants. The rest
are excused informally by the staff, partly dus to limited funding. And even for those who '
perticipete, the requirement is ususily oaly t look for work. not actuaily work 11 ‘

The participation constraints ere especially important, becauss VIN's performance depends
meinly on the share of the employadie recipients it obligates to perticipate actively. The higher
that proportion, the highsr the share of clisnts who enter jode. Compered to fow perticipation, the
sonstraints posed by the clients’ low skills or the limited jobs available are much less important 12

The 1981 reforms in AYDC were, in pert, designed to countar thess problems. States could now
institute more stringent work requirements, and they would obligate mothers with children a3
young as 3. Since then, most states have implementod new veifere vork programs of some kind.
The programs cover, &s yet. only a small part of the veifere caseload. and much of weifare reform
comes down t0 deciding which of the new stipulations should de mandated for the nation.

The most pudlicis2d of the new options was “workfare.” or a requiremens that empioysble
clinets “work off” their grants in government jobs. But since the new programs involve many
other stratogies as well, I use “vorkfarc” to cover all mendatory activitities aimed at increasing
clisnt independence, including sducstion, training. and private-sector job seerch as wall as pubdlic

Mﬂmt.

10 Mead, “Vork and Dependency, Pert 1" pert IV.

11 Mead, Devond Entitiemant chs 3. 6. '

12 Lawrence M. Meaq, "Potential for Vork Enforcement,” and “Expectations and Velfare
Vork: VI in New York State,” Polity vol. 16, no. 2 (Vinter 1905), pp. 224-52..
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Severel of the DeV progrems have deen svaiused by the Menpower Desonstration Research
Corporetion (MDRC). The results suggest that weifere employment can reise the sernings of
participents end the hours they work after they leave the progrem. It can reduce their
dependancy. The effacts are greatest for the mont dissdventaged recipients, exacty those we went
~ MOost 0 reach. These economic geins ere marginal, improssive for 006 Programs, AR not out of

fine with the impacts of eartier federal treining programs. .

They ere importent mainly decauss they show thet it is not irretional % pursue workfere. To
require vurk js an economic gain for both the recipient and government in most ceses. It
demands an increase in spending for sdministretion end support services, sspeciaily child care,
bt much of the cont is recouped from savings in weifare as additional recipients enter jods.1$

On the ohsr hand, there is no prospect thet workfure will reduce welifere rolis by large —
increments in the short run. Nor will it edvance economic eqbality in the sense of realising
average incomes for recipients. No treining progrem can overcome the serious deficits in
education and besic skills that most long-term dependent adults have. While workfare can reise
earnings, it doe¢ this meinly by causing clients 0 work more Aours in the rulimentary jobe
they can already get. It does not much improve their weges.14

The economic effects of workfare may be less important than what | cail its political impacts.
The nev programs have reised participetion in vork effort sharply. The share of employadle
recipients perticipating ectively hes typically been sbout half, weil above the usual VIN lsvel,
end in the best-run programs (e g. San Diego and Vest Virginia) it is considerably above thet.t3
Righer participation is essential to the economic payofTs of workfure, but /7 /s also an ead in
_dtselrf. 1o involve the recipients in mainstream ectivity would be veluable intrinsically, and
would mest the chief pudlic concern about welfare, even if there were 00 6coNOMic gains.

The other important political result is that the participants themsel ves support the new
progrems. Large asjorities accept the fairness of the work requirement and feel positively about
their vork experience. Roquired jobs seldom impert new skills. but neither are they “make-
work.® The mein resorvation surfaces among those vhoss assignment is just 10 “work off” their

13 Jadith M. Gueron, (few York: Kanpower
Demonstration Research Corporation, 1966), pp. 14-21, “Reforming Velfwre Vith Vork®
(Mew York: Manpower Demonstration Research Corporation, December 1986), pp. 18-25.

14 Maad, “Potential for Vork Enforcement.” pp. 8-9; Laurie J. Bess! and Orley Ashenfelter,
“The Effect of Direct Job Creation and Treining Programs on Low-Skilled Vorkers,” in Sheidon B.
Denziger end Deniel . Veinberg ods.

(Cambridge, Mess.: Harverd University Press, 1986), p. 141.

'Ssmmmmpplo-u and Reforming Velfere,” pl6
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grantr—they would prefer reguler jobe.1$ Activists who speek for recipients usuaily oppose work
requirements in principle. The participents do not. Tew fee! they are being “forced” w work, end
politically that is important. If it vere otherwise, ane could not imegine mendating requirements

& national policy.

Three things sbout the new programs should be stressed, in all of vhich they resembie VIN.
Pirst, though required work in public jobs is allowed, most of the progrems have emphasized
placement in private-sector jobs instead. The reasons are that it is cheaper and that private jobs
are gensraliy aveiledle. A jobd constreint hes eterged only in rural arees, at east at the
perticipation leveis currenty echisved ! ?

Second, the impects of the programs are comparable regardiess of the strategy chosen. Some
programs emphasise immediate job placement, with or without a public jobs component, and some
emphasise training, duk the outcome is much the same—important but limited sconomic geins
coupled with higher participation.!® My interpretation is that obligetion is what makes the
progrems tick. Itis essential that some act/vity de regquired of recipients. It is much less
critical vhat that activity is. Job search, training and education as weli es immediats work in
government jobs can promote employment—provided they are mandatory. 9

Third, eccording %0 MDRC, most states have not implemented vorkfare “with a punitive
intent."2® Velfure advocates feer that the purpose of work requirements is only to cut the rolls or
deter the needy from seeking essitance. That sometimes hes been ths intention, ezpecially in the
pest end in Generel Assistance, state-funded programs that cover mostly singls men. But in AFDC
wvorkfure, & in WIN, the main goal is 0 enforce & work requirement wird/n welfare, not instead
of it. Itis to reise functioning levels among the dependent #vea /7 they remeain dependent.
Ambitions to save money and reduce dependency are important also, but secandery.

Vorkfare hae 50 for been impiemented only in some localities, and usually only for new
applicants for AFDC. What would happen if it were instituted for the entire caseioad? That is the
main question existing studies do not ensver. In all probebdility, the impeacts would ook worse in
some senes than they do for the experimental programs. Adults already receiving welfare,
especially the long-tera cases, are usually less employadble then thoss who have just epplied for it,

16 Gusron, York Iaitiati s pp. 1314, and “Refurming Velfare,” p. 17-18,

17 Gusron, “Reforming Velfare,” p. 2). Vest Virginia is the only state studied by MDRC that
hes had to rely mainly on government jods for vorkfare.

18 Gusron, “Reforming Velfere,” pp. 26, 28.

19 The mix of activities preferred by a progrem is not significently releted to VIN
perfomsnce. See Mead, “Expectations and Velfere Vork,” p. 244, and "Potential for Vork

Enforcement.” p. 9.
# Gusron, York Initiatives p. 1.
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nMWchmwum.udmmmwmn
realiss. Overall participation retes would probably be lower. But because the full caseload ves
mmmmwmmmmmmbmmmum.

On current evidence, | belisve it is feasidle t0 implement a serious vork requirement for at
fsest half the employable recipients, and w0 Jo this should be the goal. Such a policy could ot least
maks vork-related activity, rather than inactivity, the norm on welfare. Andover time, this
would do much to reduce fong-term dependency.

111 DANGERS TO REFURM

Despite the potential of workfare, a successiid reform may eiude us becauss of the politicat
mistakes the nation is prone to in social policymaking. There is a very real danger that, through
pertisanship or overselling, we will expect from vorkfare vhat it cannot achieve and fuil to
realise what it can.

Pertisanshic

Vorkfare doss not affect the principle that welfare is aveiiable 1 the needy. Its purpose is to
change the cAaracrer of sssistance. But both jeft and right are tempted % wse it 0 change ths
exrent of what is done for the poor, the traditional bone of partisan contention. Some liderals
talk as if, through welfare reform, they could revive the overblown welfare state of the late 19703,
prior to the Reegan cuts. Some conservatives talk as if reform could get rid of welfare as we know
it or at least devolve it to lower levels of government. Specific illusions include:

The sorvices trap. Lideral plans for vorkfure tend to smphasize now chiid care and
training benefits aimost to the exclusion of work obligation. It is true, as noted above, that
training as well as job placement can raise vork lovels. Government can usefully provide
training or education 10 clients who, through enhanced skills, can get better-paying jods. The
best obligation teenage mothers can have is to graduate from high school. A training stretegy is
also popular with recipients, as it caters to their career hopes.

B for most recipients the geins from training ere small. There is litte prospect of
oquipping most clients for “betisr” jods. The danger is that treining becomes a substituee for work
reiher then & preperation for it. Treinees move from one preparation courss 1 another end
never come to terms with the labor marke & it is, in vhich few jobs they can get meatch their
expectations. Itis well to remember that Vi invested heavily in treining in its early years, up to
1971. Clients were posted to school and college in lerge numbers, in hopes that they could become
secretaries, nurse's aldes, or beauticians. Few 4id, and most of tho rest remained on wvelfere rether

than take lesser jods. VQQMMMMWM.
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The pubdlic Jobs trap. Anoter risk is that workfere will revive the large public jobe
programs of the 1970s. Soms tiberals accept the principie that the employedle should vork for
their support, Sut onty in government jobe.3! The ergument is that jobs may be lacking, or that
those that exist are 100 abusive t0 be used 10 enforce vork. But jobs generally do exist, ot least of @
ow-paid kind. Government need not provide all the jods for vorkrare, only a smell pool of
positions 1 give crodibitity 10 a private-sactor placement operation.

A feer that availadie jobs will be inhumane is unressonable os jong &s they meet federal
stendards for pey and conditions Perheps those stendards must be raised before, politically, we
<an mandate such jobs, for instance through reising the sinimum wage or requiring health
coverege. But thet is an issue seperate from welfere reform. 1f job quality is reised, it must be
done for alf tow-peid vorkers, not just those on welfare. It is invidious and unjust to call avallable
jobs wo menial for recipients vhen millions of othar Americans. not on weifere, do such jobs

overy day.

The public jobs strategy betrays the proclivity of liberals 10 view employment as just another’
benafit the dependent should receive from government. But varkfare will not serve its moral and
political purpose unioes it is truly an odligation, rether than & right. It must emphesise real jobs
in which the recipients are truly accountadle for performance, most of which are in the private
sctor. Workrlare must finally compe! acceptance of all logal jobs. however menial
they are. Whils training end government employment have a role in vorkfure, they must never

obecure that reality.

TAe spending trap. Thare is o endency for dscussions of workfare to focus on its cost
implications rether than its goals. Liberels say that reform is impossidie unless government is
willing t commit “resources” up front. Vhiie that it true, it is impotitic to jead with {t. It sounds
fike the purpose of workfuare is simply © spend more money on the poor. Rather, it is to demand
greater activity on the pert of the dependent, and especially to raise perticipation retes in work
programs. mummmmmmcmumugmn.

Equally, conservatives often suggest that the purpose of workfare is t save money. But it
doos not save much money in the short run, end the main impetus dbehind it is not economic et all.
Middie-class social insurance denefits cost vesiy more than weifere, yet are much jess
controversial. To stress savings is politically unwise, as it suggests that the purpose is only o
reduce government’s commitment 10 the poor. Rather, the agenda is political, 0 uphold social

31 Ses, 6.8 Mickey Kaus, “The Vork Pthic Stase,” The Mew Republic. My 7, 1986, pp. 22-7).
Kas says ho prefors recipients to take private jobs, but ail the enforcement in his scheme vould

be through public empioyment.

78-474 0 - 87 - 8
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|ores and advence social inwegretion. That is a purpose for which the pudlic is willing 1w spend
|ore rether than less.

- Amsricen social programs tend 10 be enacted with great fanfare and litde atwention % the.
dwiopment needed 10 make them work right. Too much is expected 00 5000, and this undermines
support for then in the long run. Specifically. there is:

Overpromising. Lnthusissts for workfare sometimes suggest that it would transform the
asture of dependency overnight. But it can be instituted only siowly. Current progrems must be
sxtendsd from soms 2 all cases in e state, and states withowt new progreas must implsment them.
That would take several yoors at a minimum. Prpectations of much higher work levels or large
$c0noMic savings are bound to be dizeppointed in the short run.

Politicians end the pudlic have to eccopt that vorkfare requires developing an
adminisirative system. 1tinvolves public authority s much s spending monsy. The
purpose is not mainty 1 deliver services to clients but to requirs that they do something in
return. This second task is much tougher than the first, especialty for the federal government,
whose social progrems typically have distributed benefits to people without requirements.
Implementation requires new routines for local egencies and, more important, the development of

voluntery compliance on the pert of welfare clients.

Not by accident, the leading states in vorkfare, including California and Vest Virginia, have
jong hirtories of innyvetion in welfare employment. They are readier % doal with vorkfore than
most other states. To institute the policy nation wide will require a long process of administrative
deveiopment. That is & sobering prospect to politicians who need results to dispiay by the next
election 42 :

Neglect of implementation. Sociel programs tend to be legisiated with inattention to how
they vill be carriod out a1 the jocal ievel. Politicians naturelly concentrate on defining the face
of the progrem as it will appear 10 the recipient—ths benefits and the eligidility rules—but this is
not snough. Ons must also write rules for the administretors that will case them to implement
the progrem es designed. That invoives the funding acrengements, other regulstions, and
reporting syswss © allov Veshington to follow what is happening at the local level.

Congress tonds 10 leave too much of this to the buresucracy. That aliows client end provider
groups tw influsnce the implementation in ways that may not serve national ends. The essential

32 Meod, Povond Zntitiement pp. 175-44.
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argets for implemenueion thould be writen inw e law. Tor vorkfers that seens, adove el
mandating specific perticipation levels by specific dates (see below).

Doiag 00 much--or t00 little. A setemd proclivity is w0 instituee what look like
promising new progrems defore enough is known sbout them. This meens thet mistakes are
institutionalised which are then hard 10 correct. One sxampie wves Community Action, which ves
legistated after very litde plenning anvgonised many locel officiels, and never achieved its
powntial 33

Zortunately, in workfere we have two decades of sxperience 1 draw on. The period of
szperimentetion ushered in by the 1901 reforms has been especially invaiusble. Swacs vere jeft
free 10 replace VIN with vorkfere or & nuaber of other options with few federal restrictions.
Their experience coupled with the MDRC eveluations give us & strong desis on which w0 epproach
pational reforms. The Administration says, quite righdy, that aothing shoutd be fegistated that
has Dot proved itself in locel programs. A further ergument fur variation is thet locetities fes!
mmﬂmxumwmmmanmc

m mwmmumm“m-mm
continued experimentation. That conciusion does not foliow. Some things we already know vork
in vorkfere, and they sthould be mendated. Requirements for the dependent also reises issues 00
sasitive end important for some standards not 1 be set by Congress. It is time to begin reeping
e harvest of vhat we have learned. 10 do fess would diseppoint the nation.

The folicwing are scme things reform could and should do. Their purpose is 10 capitaliss on -
what we have isarned and 10 avoid the dangers above. | 4o not get into detelis, dur reform should
of Joast address each of these arees. 3 The first two are much the most importent, es they

dovnrnine the reach of vork requirements.

Define more recipients as empioyable and hence subject © a work or training
requirement. Thisis one of the keys 0 higher work levels. It means, above all, chorwaing the
exsmption from official employebility that mothers now receive afar childbearing. Lower the
ege of youngest child that exempts the mother from work requirements from the current 6 yeers
1 3, the level that is now optional for states. Older mothers would go intw work or treining. Hu for

23 Daniet P. Moynihen,
“on Povarty (New York: Ires Press, 1970).
“IMIMW“MM“W” m-o and “Vork end

Dependency, Part 1L° pp. 41-7.
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wenage mothers, ths requirement vould normelly de 10 stay in school through high schoot
gredustion.

1 vould also recommend that unwed mothers who g0 on veifere have no grece period. They
would be subject 10 & work, education. or treining obiigetion immediasely, 10 undertine thet society
sndorses childbearing only within merriage. I am 0ot sure, however, that such s distinction
would be constitutional.

Raire pariicipation levels among the employable. The participation rate meens the
share of the employadle recipionts engeged in required vork-related effort, sither work,
treining, or looking for vork. The main reason that rete is low now is the excessive power of vork
program seffs over vhom 10 obligete. Current rules say they have 1 work actively with only IS
perosnt of the employable clients 10 avoid federal flscal sanctions. Thet level should be reised
feirly quickly %0 30 percent, then graduaily to haif or more. This is the key to changing the “vork

0st° from & formality © a reality for the employable.

4 concentration on the perticipation rete can elso ease the political problem caused by
jengthy implementation in workfere. Activity jevels in the programs can be reised more quickly
than economic impeacts can de demonstretad. The public is quite ready 0 wait for lower weifare
rolis if it is assured, year by yeer, that more end more of the dependent are doing somathing to

halp themselves.

Streathen work programs’ legal authority. The work requirement is best jovied
positively and informally, but the authority of work programs would be enhanced if their

senctons were strenthensd. Currently, the penalty for noncooperation with the vork
requirement is only that the noncompliant aduit’s share of the welfere grent is ended. The restof

the grant continues, supporting the children and, indirectty, the noncooperator as well. [ vould
cut off the entire grant. This may scem draconic, bt it is what we already do for violations of

work requirements in Food Stampe and Unemployment Insurance and for nonwork offences in
AIDC.

Currenty, moet welfare mothers vho meet work requirements arrenge their own chiid care
and prefer to 40 0. But current rules allow them 0 demand that the agency arrange the cere, &
FOUte SOMe Ue 10 postpons participation in work programs. 1 would shift the legal obligation o
arrenge care 10 the mother, unless she presents evidence that cere is unaveiladle. Government

would, however, pay for the care, s it 4oes now.
Limit alternatives 1o work in avallable jobs. To be serious, work requirements have

10 stress vork in existing private-sector jods, even those (provided they are legal) that ere menial
or Jov-paid. Employeble clients should de allowed 10 took for a job of their choice, but not
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indefininty. They should eventusily have 10 accept sven lesser jobe in the privets secwor or, if
pecessery, & government jod. This vould be equivelent 10 Seastor Moynihan's suggestion that
assisvencs  familiss without requireients be time-limited, thoug'a | vould set a shorter tera

han tvo yeors.

Limit treining to those who can profit from it, and require them to demonstrate end maintain
& work history es a condition of of eligiditity. Require that trainees have vorked prior ©
training, timit the length of treining. and require graduates 10 vork again defors qualifying for
further treining. Oatly those who have shown alementary vork discipiine can succesd at
treining. and the experisnce of low-paid work will also motivate them to profit from it.

Limit the role of government jobs 10 enforcement for private-sector placement, except in
aress with menifest job shorteges. Such jobs must be caref\ully designed to sssure that they vers
docent yet do not compete vith aveiladie privats jobs. 1 vould confine them to entry-level
positions paying the minisaum wege. 0 receive higher weges or promotions, recipients wvould
have t0 look to the private sector. They could of course switch to regular government jobs, dut
only by meeting tha usual civil service requirements. ‘

Develop a program for men. As mentioned adove, men vho abendon families and 4 not
work regularly are & mejor cause of the welfere problem. Recent reforms in child supporters
designed to require more abeent fathers  contribute to their famities. But child support by itself
does not assure that the fathers have sarnings to contribute. Nor does it help the futhers succesd
e breadvinners, so fewer of them will Jeave their families in the first place.

A way sust be found © require that fathers vork and, at the same time, help them earn
more. The fathers are tougher 10 put under a vork obligation than the mothers, becaawe foderal
work tests can be levied only on those who receive foderal benefits, end few of the fathers do.
There are various vays the futhers might be given more support contingent on their vorking.
Such a bargein would aliow some of them 0 play the dbreadwinner rols despite low skills, though

many would still reject it.

0One approach is to reform the Unemployed Parent pert of AFDC (AFDC-UP), which at state
options covers tvo-parent families if the futher is unempioyed. Rether than than ord/d the
father t0 work in UP, regu/re him to work full-times es a condition of coversge. Veifare would
then become a wege supplement for vorking families . The scheme would de different from pest
reform plans that proposed 0 cover the working poor in thet definiwe employment would de
required of the father. not only a search for vork.

Another possidility is that work coutd de enforced through the ¢hitd support system. While
Vashington cannot obligate men to vork without giving them denefits, states can, and they could



226

Mead, “Principles for Veifure Reform*® ’ - page 13

be required w 4o 50 &8 & condition of receiving AYDC matching grants. State taws would specify
that, once served with & child support order. a father would have to enter a private or. if
necessery, & public job in order %0 Nulfill it, or face incarceration. A thind option is t sxpend the
Zarned Income Tex Credit (EITC) %0 % give more subeidy 10 low-peaid employment for men with

femities.

Pay attention to implementation. Phese in higher perticipation rates gradually. 1
would give states several years to reach the 0 percent lovel mentioned above, then reise ths fioor
by five further points a year untii the 30 percent leve! wes reached. Then reassess t0 see vhether
mm«mmuapmamawtmm Mdcany.mmhnomw

hurry provided there is steady progross.

Obviousty, all depends on how this and other performance messures are operationslised. The
potential of evasion dy local programs is great. The Depertment of Labor already hes an eleborate
reportng synem for its employment programs, the Empioyment Security Automated Reporting
Syitem (ESARS). Its categories and routines must be carefully reviewed and revised 10 permit
better monitoring of vork enforcement.

Vin end the Employment Service. the agency that usually performs job placement for VIN,
were run unti! eround 1980 under performance funding systems. These arrengements funded
state programs, in part, according to how well they performed relative to other states in the
provious time period. That epproach had advanteges over imposing fiscal penalties for
nonperformance. Cuts in funding are less drastic and invidious and hencs arouse 1ess political
opposition. While there should be penaltiss to enforce participation levels, performance funding
should be reinstituted to promote other desirable outcomes in workfare, such es increasing the
numbder of job entries dy recipients and reizing the wages they receive. 23

Continue experimentation. While it is time to logisiate tougher perticipation
requirements nationwids, we have learnad much from the post-1981 vork programs, and
innovation should continue. The Administration’s plan for expanded experimentation has much to
commend it, provided it supports, rather than supplants, the evolution of & national palicy.
Rurther sxporiments should satisfy the enhenced standards set out above, which express many of
the “national goals” the Administration itself sets for them 3¢ But states would be allowed to
strengthen work requirements still further. or t vary other perameters.

" ”r«:mamm«mmqsmwywmvmmmj
tchoﬂot OYIRe pstitutior ‘ -
- i Program, US. Wmmorwnva Jashington, DC.:

U5, Government Printing Offics, 1960), pp. 19-36, ZT3-36.
26 pomestic Policy Council, Low Income Opportunity Vorking Group, Up Erom Devendency: A

New Maticnal Puplic Assistance Strategy, December 1986, pp. 81-5.
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STATEMENT OF ROBERT REISCHAUER, BROOKINGS INSTITU-
TION, WASHINGTON, DC, TESTIFYING ON EXPANSION OF THE

EARNED INCOME TAX CREDIT

Dr. ReiscHAUER. Thank you, Mr. Chairman.

I have prepared a statement which 1 will submit for the record,
and I will summarize that statement this morning.

This nation is on the verge of launching an ambitious program to
make welfare recipients more self-sufficient, to substitute work for
welfare. For this effort to be more than marginally successful, wel-
fare recipients are going to have to perceive that it is in their best
interests to participate..

Under the current system, this is often not the case. The reason
for this is not that welfare b.nefits are too generous. As you well
know, they are not. Rather, the major reason is that most welfare
}'ecipients can expect to earn very little from entering the labor
. force.

Over half of AFDC mothers don’t have a high school diploma,
and close to a third of them have no previous work experience.
With little education and few skills, most recipients are relegated
to low-wage jobs that offer few fringe benefits. These are jobs that
don’t pay enough to lift the family out of poverty.

A secoud reason why the earning prospects of welfare recipients
are limited is that many find it difficult to work full-time through-
out the year and still fulfill their family responsibilities. Over half
of AFDC parents have two or more children to care for, and three-
fifths of them have children who are under six years old.

With respect to work, welfare mothers face the same difficulties
as other mothers. While a great deal of attention is focused on the
rising labor force participation rate of women with small children,
less attention has been paid to the fact that many of these women
limit the number of hours that they work. Two-thirds of married
women with children under six worked at some time during 1984;
however, only one in four worked full-time throughout the year.
The rest either worked part-time or worked part-year.

Unemployment is a third reason why the earnings prospects of
AFDC recipients may be limited. Low-wage Jobs employing low-
skilled people tend to be relatively insecure even in the best of eco-
nomic times.

Well, what can be done to give welfare recipients more of a fi-
nancial incentive to work? The answer to this question I think lies
in action on three fronts:

First, the overall economy needs to be strengthened to bring

down the unemployment rate. As long as almost 7 percent of the
labor force is unemployed and 14 percent of the women without
high school diplomas are looking for work, welfare mothers are
gging to have a difficult time competing for the jobs that are avail-
able.
Second, we need to do all that we can to reduce the barriers that
face AFDC mothers who are considering entering the labor force.
This implies doing more to help welfare mothers with their child-
care problems, and ensuring that they do not lose their health in-
surance when they enter the labor force.
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The third front on which action is needed to increase work incen-
tives is wage policy. We need to raise the earning potential of wel-
fare mothers, to ensure that those who work are significantly
better off than those who remain dependent. The ideal way.to do
this is to raise their productivity through increased education,
training, and work experience. However, such policies take time
and have proven difficult to do well.

While awaiting the results of these types of programs, more
direct steps can be taken to boost the earning potential of these
workers. One way to do this is through an expansion of the exist-
ing Earned Income Tax Credit. This credit acts like an earnings
supplement for very low-income families with children. Because it
is refundable, it can represent a strong inducement to get a tow-
wage, part-time job.

For example, an AFDC mother who takes a $4-an-hour job will
receive from the EITC, as it was expanded in the 1986 Act, a bonus
of 56 cents per hour for every hour she works up to about 1500
hours, which is about three-quarter time. However, as currently
structured, the assistance provided by the EITC is smaller relative
to the income needs of large families than it is for small families.
This is the case because the credit does not vary by family size, al-
though the amount needed to keep a family out of poverty does in-
crease with the number of people in the family. Thus, a single
mother with one child who earns just enough to reach the poverty
threshold will get an EITC credit of $869 in 1988, but a mother of
four children who earns just enough to reach the poverty level for
a family of four will receive less than half that amount. For larger
families, and by that I mean families of four or more persons, the
EITC doesn’t even offset the Social Security Tax that the worker
with poverty-level earnings will have to pay.

If the EITC were modified to provide larger credits for families
with greater needs, these inequities would be reduced, and the wel-
fare-dependent population would have a stronger incentive to enter

_the labor. force. A number of the groups who have been studying
the welfare system have recommended such a poli%y.

One straightforward method of adjusting the EITC by family size
would be to increase the credit rate according to the number of de-
pendent children who are in the family. In my prepared statement
I have described the plan that would increase the credit by 4 per-
centage points for each child. This modification would add about
$250 per child to the maximum credit, and it would ensure that the
EITC would offset the Social Security Taxes that the vast majority
of poor families with children were required to ﬁay. It would also
increase the likelihood that a welfare mother with several children
could earn enough from a wage, supplemented by the EITC, to
leave the welfare system altogether.

In an efficient market economy such as ours, workers are paid
according to their productivity, not according to the number of
mouths they must feed. For those with positive tax liabilities, we
rely on the personal-exemption provision of the Tax Code to ensure -
that families have more disposable income if they are large than if
they are small. In 1988 the personal exemption will be worth about
$292 per child for a family that pays a positive income tax. By ad-
justing the EITC by family size, this same principle can be ex-
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tended to working parents who do not earn enough to have a posi-
tive federal income tax liability.

Thank you.

Senator MOYNIHAN. Thank you, Dr. Reischauer.

Dr. Lerman?

[Dr. Reischauer’s written prepared testimony follows:]

P
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Testimony of

Robert D. Reischauer#
The Brookings Institution

before the
Subcommittee on Social Security and Family Policy
of the "
Committee on Finance
U.S. Senate

February 23, 1987

During the past few years, a good deal of effort has been directed
at making welfare recipients more self-sufficient. Work-welfare
initiatives have proliferated; experimental or full-scale programs
havebeen started in 39 states. Some of these programs offer modest job
readiness and job search assistance while others are providing
comprehensive education and training approaches; supplemented by

supportive services such as day care and transportation assistance.

It is still foo early to judge whether or not these efforts will
markedly increase the number of welfare recipients who are able to work
their way off of the welfare rolls. However, our expectations for
these programs should be modest, because, in many cases, welfare

recipients have little financial incentive to strive for independence.

*The views expressed in this testimony are those of the author and should
not be attributed to the trustees, officers, or other staff members of the

Brookings Institution.
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This lack of incentive does not arise because weifare benefits are
" 80 sumptuous. They are not. In no state does the combination of AFDC
and food stamps support a ;amily at or above poverty level; in the
average state, these programs provide assistance for a family of three
that amounts to less than three-quarters of the poverty threshold.
Moreover, the adequacy of these benefits has eroded over the past
decade. Between 1976 and 1986, the real value of AFDC and food stamp

benefits to a family of three with no other income fa2ll by 18 percent

in the average state.

Instead, the major reason for the lack of incentive is the low
level of income that most AFDC recipients can expect to earn from the
Jobs that are available to them. Over half of AFDC mothers do not have
a high school diploma, close to one-third have no previous work
experience, and the vast majority of those who have held a job uorked
in relatively unskilled occupations. With little education, few
skills, and not much in the way of work experience, most recipients can
only expect to secure low-wage jobs that offer few fringe benefits --

in other words, jobs that do not pay enough to lift a family out of

poverty.

The experience of poorly-educated women who are currently working
bears this out. 1In 1985, over half of the working women who lacked
high school diplomas held jobs that, on a full-time, full-year basis,

did not pay enough to support the median-size AFDC family of three
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above the poverty threshold. The earnings prospects for AFDC
recipients are likely to be even bleaker than those of current workers
because AFDC mothers have less in the way orlexperience and skills than

the average current worker and, therefore, can not command as high a

wage.

Low wages is not the only reason why the earninés prospects for
welfare recipients are limited. Many may find it'difficult to work
full-time throughout the year and still fulfill their family
responsibilities. dver half of AFDC parents have two or more children

to cars for; in three-fifths of the families the youngest child is a

pre-schooler (under six). The neighborhoods in which many AFDC
recipients live lack community facilities that provide constructive
outlets for children; some are sufficiently dangerous environments so

that a responsible parent may be reluctant to leave her children

]

unsupervised after school. Day care, summer camp, after-school musi
lessons, the Girl and Boy Scouts, and other activities that middle-
class families with working mothers rely on to substitute for parental

care are often not available options for the low-income, single,

working parent.

The fact that many AFDC mothers may not be able to work full-time

throughout the year is not peculiar to this group. While a great deal

of attention has been focused on the rising labor force participation

rates of women with small children, less attention has been paid to the
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fact that many of these women limit the number of hours that they
work. Two-third;~6r married women with children under six yorked at
some time during 1984. However, a distinct minoriiy of such women --
fewer than one in four ~—.worked fbll-time throughout the year. Some
27 percent worked fewer -than 40 weeks during the year aﬁd 24 percent
held part-time Jobs; In total, close to two-~thirds of wofking married

women with small children did not work full-time throughout the year.

Unemployment is a third reason why the earnings prospects for AFDC
recipients may be limited. Low-wage jobs employing unskilled labor
tend to be relatively insecure even in the best of economic times.

Many such jobs are in small firms which do not have the financial
resources to withstand downturns in demand. Layoffs, therefore, are
mofe frequent. - In addition, in some low-wage Jobsvthe workers face the
choice of quittiné or being fired if they must miss work for more than
a few days. These jobs often do not offer paid sick leave or
vacations. Once unemployed, the poorly-educated, unskilled worker is
likely to have a difficult time finding arnew*job’and may, therefore,
remain unemployed for a long period of time. Women who have not
completed high school experience three to four times as much
unemployment as those who have attended college. The bottom line is
that the welfare recipient who does find a job will be more likely than

the average worker to experience some unemployment during the year.

e e



" If the nation expects the work-welfare initiatives to
significantly increase self-sufficiency among welfare recipients, more
must be done to ensure that there exist strong financial incentives to

work. Those who work must be clearly better off than those who remain

dependent. fhis will require action on three fronts.

__ First, the overall economy needs to be strengthened. As long as
almost 7 percent of the labor force is unemployed and 14 percent of
women without high school diplomas are looking for work, welfare
mothers are going to have a difficult time competing for the jobs that
are availablef Much would be gained if the overall unemployment rate
could be reduced. This would tightén up the low-skill labor market,
making it easier for AFDC mothers to find and keep jobs. A tighter

labor market would also push up the wages for low-skill jobs.

In a nation that has had a difficult time maintaining both high
employment and low inflation, it is unlikely that we can rely on a
healthy economy alone to provide strong financial incentives for
welfare recipients to strive for self-sufficiency. A second way to
strengthen these incentives is to reduce the barriers that AFDC mothers
face when they consider entering the labor force. One impediment is
the loss of the health insurance coverage that welfare recipients are
provided through the Medicaid program. Many jobs available to an AFDC
mother do not provide group health insurance. For example, in 1984

three-quarters of the women working in the service sector were not
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covered by an employer- or union-provided group health plan. Of women

who worked full-time in jobs that paid less than $10,000 per year, 57
percent lacked job-related health insurance; 87 percent of women who
worked part-time in such jobs did not have group health coveragef
While those who lose their AFDC benefits because their earnings rise
are covered by Medicaid for nine months, some may need more time to

establish themselves in the labor force and find adequate and

affordable health insurance.

Child care is a second impediment that can limit the participation
of- welfare mothers in the labor force. Several states have initiated
work-welfare programs which have emphasized the provision of child
care, but more will have to be done if there is to be a substantial
increase in employment of welfare mothers. At the federal level,
middle- and upper-class working mothers receive benefits through the
tax code's child and dependent care credit. However, low-income
working mothers have not received much help from this provision because
few can afford paid child care and because the credit is limited and

non-refundable. In 1983, less than one percent of the tax credii's

benefits went to families with incomes below $10,000.

Under the provisions of the Tax Reform Act of 1986, families with
incomes below roughly 110 percent of the poverty threshold will not be
eligible for this tax credit because they will have no tax liabilities

and the credit is not refundable. If the fraction of eligible child
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care expenditures were raised from 30 to 50 percent for those in the
lowest income bracket and the credit were made refundable, AFDC mothers

contemplating work could be helped with their child care expenses in a

simple and non-intrusive way.

The third front on which action is needed to increase the work

incentives for welfare recipients is wage policy. In high-benefit

states, the earnings from a low-wage job may not be much more than the

assistance that is offered by welfare. Few of these jobs are likely to

keep a family from being poor. The earnings from a full-time, full-

year minimum wage job are not enough to keep a mother with one child

out of poverty. A mother with three children would have to earn more

than $5.25 per hour to keep her family from being poor.

The ideal way to increase the earnings potential of AFDC mothers

is to raise their productivity through increased education, training

and work experience. Some of the state Qork—welrare initiatives take

this approach. However, such policies take time, have proven difficult

to do well, and often are not realistic for adults who are not highly

motivated.

while awaiting the results of education and training programs,
more direct steps can be taken to boost the earnings of these workers.

One option is an hourly wage subsidy like that which Robert I. Lerman

v




of Brandeis University has proposed.1 Another i{s an expansion of the

existing Earned Income Tax Credit (EITC). There are two advantages of

relying on the EITC: first, it does not require the creation of a new
and complex program structure; second, it offers a practical method of

adjusting the earnings of low-income workers to reflect differences in

family financial responsibilities.

When the modifications of the Tax Reform Act of 1986 are fully
implemented in 1988, the EITC will provide families with dependent
children a 14 percent credit on their earnings up to $6.210.2 (See
pages A-2 to A-11 for a description of the curréent EITC.) The maximum

credit of $869 will be reduced by $0.10 for every dollar of income the

family has over $9,780. Thus, families will receive a credit until

their incomes exceed $18,470. If the credit is larger than the

family's tak liability, the excess will be refunded to the taxpayer.

In effect, the EITC is an earnings supplement for very low-income
families with children because such families do not have tax
liabilities under the Tax Reform Act of 1986 and, therefore, will

receive their EITC as a refund. It will be a strong inducement to

?Robert I. Lerman, "Separating Income Support from Inconme
Supplementation"”, The Journal: The Institute for Socioeconomic

Studies, Volume‘x. No. 3; Autumn 1985,

2All of the figures for 1988 are estimates based on assumed rates of
inflation. '



those holding low-wage, part-time jobs, just the kind of jobs that many

AFDC mothers may find most readily available. For example, an AFDC
motner who takes a $4.00 per hour job will receive from the EITC an
extra $0.56 per hour for each hour that she works up to 1552 nours a

year; this is roughly three-quarters time.

However, as currently structured, the assistance provided by the
EITC is smaller relative to the income needs of large families than it

is for small families. This is the case because the credit does not

vary by family size although the amount needed to keep a family out of

poverty rises as family size increases. Thus, a single mother with one

child who earns just enough to reach the poverty threshold will get an
EITC credit of $869 in 1988, while a mother of four who earns just
enough to bring her family's income up to the poverty line will get a
credit of less than half that amount. For larger families with
poverty-level earnings, the EITC dozs not even offset the social

A

security taxes the worker must pay (see pages A-4 0 A-T7).

If the EITC were modified to provide larger credits for families
with greater needs, these inequities would be reduced, the tax system
would be more effective at reducing poverty among the working
population, and the welfare-dependent population would have a stronger

incentive to enter the labor force. A number of the study commissions

and task forces which have examined the shortcomings of the current
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welfare system have supported a family size adjustment to the EITC

(see page A-1).
Qi

One straightforward method of adjusting the EITC by family size

would be to increase the credit rate according to the number of

dependent children in the family. The current rate of 14 percent could

be maintained for families with one child, and four percentage points

could be added for each additional child. Taus, a family with two

children would receive a credit of 13 percent; a family with 3 children
a credit of 22 percent; and a family of four or more children a credit

of 26 percent (see pages A-12 to A-21 for a description of this

alternative).

This modification would add roughly $250 per child to the maximum
credit that a family could receive. It would ensure that, for
virtually all, the EITC would offset the social security taxes that

poor families with children were required to pay. It would also

substantially increase the likelihocd that = w2lfare mother with

several children could earn enough from a wage, supplemented by the

EITC, to leave the welfare system.

In an efficient market economy such as ours, workers are paid
according to their productivity, not according to the numbers of mouths
they must feed. For those with posi” ve tax liabilities, we rely on

the personal exemption provision in the tax code to ensure that large
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families have moﬁe disposable income than small families with equal
pre-tax incomes. In 1988, this exemption will be worth $292.50 per

child for most families. A family with two children will pay $292.50

less in federal taxes and, therefore, have that much more income to

spend-on food, clothing, and cther necessities than the family who

earns the same income but has only one child. By adjusting the EITC by
family size, this same principal can be extended to working parents who

do not earn enough to oﬁe,federal income taxes.

~ Such a reform would help the millions of working poor in the
nation. It would also provide a greater incentive for welfare
recipients to uorkT When combined with strong economic growth and
a reduction in the employment barriers facing welfare recipients, an
enhanced EITC could help to ensure that the nation's effort to

substitute work for welfare succeeds.
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RECENT SUPPORT FOR VARYING THE EITC BY FAMILY SIZE

"we also recommend tnat the EITC be amended to increase credits for
larger numbers of children."

"One Child in Four," The American
Public Welfare Association, 1986.

"We should go beyond the assistance provided to the working poor in
the Tax Reform Act of 1986. We should provide further tax relief to the
working poor by varying the Earned Income Tax Credit by family size and
by assuring that the ratio of the tax threshold to median family income

be at least kept constant over time."

"Ladders Qut Of Poverty," The Project
on the Welfare of Families, 1986.
(Bruce Babbitt and Arthur Fleming,

Co-chairs)

: "We also propose that the EITC vary by family size. Under the new
tax law, the maximum credit a family can claim is raised to $800 by 1988
and would be phased out for workers earnings between $9,000 and $17,000.
While this is an important step, it does not respond adequately to the
needs of working poor families, especially large families.

Varying the EITC by family size would approximate a children's
allowance for low-income families. Every industrialized country except
the United States recognizes the importance of children through some
sort of universal child allowance. Using the Earned Income Tax Credit
to increased the earned income available to working-poor and near-poor
families will bolster the efforts by parents to support their children

through work."

"A New Social Contract," Task Force on
Poverty and Welfare, State of New
York, 1986. (Submitted to Governor
Mario M. Cuomo)

"The EITC could be modified by introducing a "per child" factor.
For example, if an eligible family has three children, the amount of
income on which they could earn the credit would increase accordingly."

3

"The Family: Preserving America's
Future," White House Working Group
on the Famfly, 1986.
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EITC UNDER THE TAX REFORM ACT OF 1986

Credit of 14 percent of earnings up to $6.210.a

Maximum credit of $869 for those with earnings of $6,210 to $9,760
and total income not exceeding $9,780.

Reduction of credit by $1 for every $10 of total income over
$9,780. No credit for those with incomes over $13,470.

Credit réfundable for those whose credit exceeds their income tax
liability.

Available only to those with earned income and a dependent child.

an1 figures are estimates for 1988.
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Current Law

EITC, SOCIAL SECURITY TAXES, AND NET INCOME OF FAMILIES
WITH EARNINGS AT THE POVERTY THRESHOLD, BY FAMILY SIZE

}

(Estimated 1988)

(A) SINGLE PARENT

(1) (3) (5)
Poverty Social Net Income

Dependent Threshold (2) Security () as a g of
Children Income EITC Tax Net Income Poverty Threshold

1 7,895 869.00 592.91 8,171.09 103.5

2 9,360 869.00 702.94 9,526.06 101.8

3 11,998 647.20 901.05 11,744 ,15 97.9

y 14,202 426.80 1,066.57 13.562.23 95.5

(1)

(2)
(3)
(4)
(5)

1985 poverty threshold income increased by the actual percentage increase in the CPI

from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

Estimated effect for 1988.

Social Security Tax of 7.51 percent for 1988.

(1) + (2) - (3)
(4)7(1)

v
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1)

(B) MARRIED COUPLE

3)

Poverty Social Net §iiome
Dependent Threshold (2) Security () as a ¥ of
Children Income EITC Tax Net Income Poverty Threshold
1 9.360 869.00 702.94 9,526.06 101.8
2 11,998 647.20 901,05 11,744 ,15 97.9
3 14,202 4126.80 1,066.57 13,562.23 95.5
y 16,05 242,50 1,204.98 15,082.52 94.0
(1) 1985 poverty threshold income increased by the actual percentage increase in the CPI
from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.
(2) Estimated effect for 1988.
(3) Social Security Tax of 7.51 percent for 1988.
() (1) + (2) = (3)
(5) (W)ys(1)
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EITC, SOCIAL

WITH EARNINGS AT

1)

Current Law

SECURITY TAXES, AND NET INCOME OF FAMILIES

125 PERCENT OF THE POVERTY THRESHOLD, BY FAMILY SIZE
(Estimated 1988)

(A) SINGLE PARENT

125% (3) (n) (6)
Poverty Soclal - Federal Net Income
Dependent . Threshold (2) Security Income . (5) as a ¥ of
Children Income EITC Tax Tax Net Income Poverty Threshold
1 9,869 860.10 741,16 235.35 9,752.59 123.5
2 11,700 677.00 878.67 217.50 11,280.83 120.5
3 14,998 347.20 1,126.35 419,70 13,799.15 115.0
i 17,753 71.70 1,333.25 540,45 15,951.00 112.3

(1) 1.25 times the 1985 poverty threshold income increased by the actual percent

age increase in

the CPI from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

C(5) (1) + (2) = (3) - (4)

(6) (L)/Poverty Threshold

8-V



(B) MARRIED COUPLE

(1)
125% (3 (4) (6)
. Poverty " Social Federal Net Income
Dependent Threshold (2) Security Income (5) as a % of
Children Income EITC Tax Tax Net Income Poverty Threshold
1 11,700 677.00 878.67 127.50 11,370.83 121.5
2 14,998 3h7.20 1,126.35 -329.70 13,889.15 115.8
3 17,753 71.70 1,333.25 450,45 16,041.00 112.9
] 20,056 0, 1,506.21 503.40 18,016.39 112.5
(1)

1.25 times the 1985 poverty threshold income increased by the actual percentage increase in

the CPI from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

(5) (1) + (2) - (3) = (W)

(6) (4)/Poverty Theshold
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4)
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A-12

FAMILY SIZE-ADJUSTED EITC

Variable percentage credit for earnings up to $6,210.2
14 percent for 1 dependent child
18 percent for 2 dependent children
22 percent for 3 dependent children
26 percent for U dependent children

For those with earnings between $6,210 and $9,780 and total income
not exceeding $9,780, a maximum credit of:

$869 for families with 1 dependent child

$1,118 for families with 2 dependent children

$1,366 for families with 3 dependent children

$1,615 for families with 4 dependent children

Reduction of credit by $1 for every $10 of total income over
$9,780. Credit would be totally phaséd out at incomes of:
$18,470 for families with 1 dependent child
$20,960 for families with 2 dependent children
$23,440 for families with 3 dependent children
$25,930 for families with 4 dependent children

Credit refundable for those whose credit exceeds their income tax
liability.

Available only to those with earned income and a dependent child.

21 figures are estimates for 1988.



FAMLILY SIZE-ADJUSTED EITC versus INCOME
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FAMILY SIZE-ADJUSTED EITC, SOCIAL SECURITY TAXES, AND NET INCOME OF FAMILIES
WLTH EARNINGS AT THE POVERTY THRESHOLD, BY FAMILY SIZE

(Estimated 1988)

(A) SINGLE PARENT

(1) (3) (5)
* Poverty Soclal Net Income
Dependent Threshold (2) Security (%) as a % of
Children Income EITC Tax Net Income Poverty Threshold
1 7,895 869.00 592.91 8,171.09 103.5
2 9,360 1,117.80 702.94 9,774.86 1044
3 11,998 1,140 00 901.05 12,241.30 102.0
4 14,202 1,173.40 1,066.57 14,308.83 100.7
(1) 1985 poverty threshold income increased by the actual percentage increase in the CPI
from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988,
(2) Estimated effect for 1988.
(3) Social Security Tax of 7.51 percent for 1988.
)y (1) + (2) - (3)
(5) (u)y/(1)
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(B) MARRIED COUPLE

(1) (3) (5)
Poverty Social Net Income
Dependent Threshold (2) Security h) as a g of
Children Income EITC Tax Net Income Poverty Threshold
1 9,360 869.00 702.94 9,526.06 101.8
2 11,998 896.00 901.05 . 11,992.95 100.0
3 14,202 924,00 1,066.57 1“.059.”3 99.0
y 16,0u5 988.10 1,204,.98 15,828,112 98.6
(1) 1985 poverty threshold 1t

(2)
(3)
()
(5)

from 1985 to 1986 and by

Estimated effect for 1988,

ncome increased b

Social Security Tax of 7.51 percent for 1988,

(1) + (2) -~ (3)
(4)7(1)

y the actual percentage increase in the CPI
3.5 percent for both 1986 to 1987 and 1987 to 1988.
|
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FAMILY SIZE-ADJUSTED EITC versus SOCIAL SECURITY TAX
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FAMILY SIZE-ADJUSTED EITC versus SOCIAL SECURITY TAX

at the POVERTY LEVEL - Married Couple Families
(Ectimated for 1988)
DOLLARS
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FAMILY SIZE-ADJUSTED EITC, SOCIAL SECURITY TAXES, AND NET INCOME OF FAMILIES
WITH EARNINGS AT 125 PERCENT OF THE POVERTY THRESHOLD, BY FAMILY SIZE
(Estimated 1988)

(1)

(A) SINGLE PARENT

125% (3) (h) (6)
Poverty Social ‘Federal Net Income
Dependent, Threshold (2) Security Income (5) as a % of
Children Income EITC Tax Tax Net Income Poverty Threshold
1 9,869 860.10 Th1.16 235.35 9,752.59 123.5
2 11,700 925.80 878.67 217.50 11,529.63 123.2
3 14,998 841 40 1,126.35 h19.70 14,296.35 119.2
'} 17,753 817.30 1,333.25 540,145 16,696.60 117.6
(1) 1.25 times the 1985 poverty threshold income increased by the actual percentage increase
in the CPI from 1985 Lo 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.
(2) Estimated effect for 1988,
(3) Social Security Tax of 7.51 percent for 1988.
(5) (1) + (2) - (3) - ()
(6) (h)/Poverty Threshold
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(1)

(B) MARRIED COUPLE

125% (3 () (6)
Poverty Social Federal Net Income
Dependent Threshold (2) Security Income (5) as a % of
Children Income EITC Tax Tax Het Income Poverty Threshold
’ !

1 11,700 677.00 878.67 127.50 11,370.83 121.5

2 14,998 596.00 1,126.35 329.70 14,137.95 117.8

3 17,753 568.90 1,333.25 450.45 16,538.20 116.4

y 20,056 587.00 1,506.21 503.40 18,633.39 116.1
(1) 1.25 times the 1985 poverty threshold income increased by the actual percentage increase

in the CPI from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

{2) Estimated effect for 1988,
(3) Social Security Tax of 7.51 percent for 1988.
(5) (1) + (2) - (3) - (W)
(6) (N)/Poverty Theshold
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STATEMENT OF ROBERT LERMAN, PROFESSOR, CENTER FOR
HUMAN RESOURCES, HELLER SCHOOL, BRANDEIS UNIVERSI-
TY, WALTHAM, MA, TESTIFYING ON WAGE SUBSIDY

Professor LERMAN. Thank you.

It is a real pleasure to be here today, and especially to interact
with members of a committee that is very interested in these
issues.

_I am especially pleased that Bob Reischauer has helped me short-
en my testimony. I would like to put this in the record.

Senator MoyNIHAN. It will be in the record.

Professor LERMAN. Because he pointed out the importance of the
fact that even with success in encouraging women on welfare to
work, we have two problems, one of which Senator Moynihan men-
tioned the other night on the McNeil-Lehrer Report, that many
children are poor and don’t touch the welfare system; and, sec-
ondly, that those welfare recipients that do go to work—as I have
shown in a graph at the end of the testimony—don’t reach the pov-
erty line even if they are able to work full-time, year-round at $4
an hour. If they have child care expenses, they can’t get above pov-
erty even at $6 an hour. These are realistic wages that we can
expect people to have, and therefore we want to build a system in
which, realistically, people can be off welfare and above poverty.

Now, how do you do that? Well, in my view, I think you need a
bridge system which would operate in the short run until we have
all these successful education and training initiatives that really
raise greatly the earnings capacities of low-income family heads.

For the foreseeable future we know that that won't be the case;
there will be large numbers of families that will have to exist on
quite low wages. And what we want to do is have a system where
they don’t have to resort to programs providing aid in the form of
charity. Many of our programs now do. We know that, when they
do, a lot of people don’t even take up the benefits in participation
in food stamps—by two parent families it is quite low, even among
people who are income-eligible.

So, what we need is a bridge system outside of welfare, main-
stream kinds of programs, that provide a way for people who are
earning realistic wages to bring their families above poverty.

Now, what is that system? I have developed one set of compo-
nents, other people can develop others. I am going to mention
mine. But one principle I want to mention in developing this bridge
system is that we don’t try to rely on any one component to do ev-
erything, that we try to utilize small changes, incrementa! changes,
that together amount to a major change, that together greatly
reduce the exit points from welfare, that together greatly increase
support for low-income families outside welfare.

Well, the five components I recommend are these:

First, is a child-support assurance program, something like the
Wisconsin model that I believe the committee has heard about.
States would insure that custodial parents receive at least some
minimum amount from non-custodial parents. Otherwise, the
states would have to pay the custodial parent a basic amount, say

$90 a month per child.
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What I think you need to do in developing this program is, again,
not try to do everything with it. You should say that if states col-
lect what 90 percent of fathers can realistically pay, the state li-
ability is zero. You want to set that insured benefit low enough so
that, if they collect what 80 to 90 percent of fathers realistically
would pay, the benefit would be zero. Then it is clear that if the
state does not collect it, it shouldn’t be the fault of the custodial
parent, usually the mother. So that is why I would like to have
that benefit small.

The second component would be to replace the current personal
exemptions, of about $2000 coming in 1988, with a child tax credit,
a refundable tax credit. This would provide my way of varying ben-
efits by family size. I would like to see one of about $600 per year,
which is about $50 per month per child.

The third component would be a wage-rate subsidy, which I do
prefer over the Earned Income Tax Crelit, which would pay half
the difference between some target wage—let us say $7 an hour—
and a family head’s actual wage. Let us say the family head’s best
wage is $4 an hour. Well, that family head would get half the dif-
ference between $7 and $4. Half the difference would be $1.50, and
that would be a very substantial increase in their earned income. I
don’t think you can do it through the Earned Income Credit, but
maybe we can. We will see.

The fourth component—all these three components together, just
these three limited components: the child support assurance, the
tax credit, the small one, and the wage-rate subsidy—would greatly
lower the exit points from welfare. But as you know, that won'’t do
much good if you don't have something in the health area. Now,
for that, I propose the following:

That we have states develop state insurance programs where
states first ask providers, like employers do, to bid, to offer them-
selves programs. States would choose from among these programs,
and if you were on welfare you would choose either an insurance
company’s program or an HMO, something like an employer does.

Then with people who were out-in the work force, or welfare re-
cipients that go out in the work force, they would be able to buy
into these programs at greatly reduced rates. I would finance this
by charging employers who do not provide health insurance now a
payroll tax, as a contribution to that system. This would be a more
viable system in the long run than just saying that for the first
year that you are outside welfare you get Medicaid. That doesn’t do
anything for the second year; that doesn’t do anything for all the
working people we know now who are uninsured.

And then, finally, with these four components we then have a
greatly reduced—or a possibility a reduced welfare caseload. Once
that is done, then I think you have a much better chance to have
great success with these employment and training initiatives.

I will just close there. I'm sorry to go over.

[Professor Lerman’s written testimony and a letter to Senator

Moynihan follows:]
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Mr. Chairman and Members of the Comnittee, addressing this cammittee
is a gemuine honor for me. I am grateful to have a chance to present my
ideas for reshaping our nation's income support system directly to the Senators
most responsible for dealing with antipoverty and welfare policies. It is
a special privilege to interact with Chairman Moynihan, whose wisdom ard
knowledge of these issues are only surmounted by his longstanding interest
in relieving and preventing poverty.

In my view, we now have an opportunity to build a new strateqy for
helping the poor while reducing dependency an welfare mrograms. The key to
the new approach is to develop a bridge system that can help low incame
families (including mother-headed families) live decently oumiside the welfare
system, even if they carmot ea.n high wages. Working families should not
have to resert to programs providing aid in the form of charity; they should
not have to admit (to themselves or to others) that they receive benefits
to campensate torﬂuirimbﬂitytos@ortﬂxeirfamﬂies. Unfortunately,
the arrent system's means-tested programs—AFDC, food stamps, public housing,
and medicaid—make abundantly clear to recipients that their benefits depend
almost entirely on their own inadequate earnings.

Although several current proposals move in the right directions, they
still rely too much on welfare programs and do little or nothing to help
poor families not on welfare. They encourage mothers to work, but fail to
recognize that working most of the year at available wages would leave most
mothers on welfare and below prverty. The proposals do not offer solutions
to the problams of inadequate health coverage for the aurrent working poor
and for welfare rocipients who stay off welfare for several ywars.
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Consider a mother trying to move off AFDC and i "o the mainstream system
of work. Suppose the employment and training programs succeeded in helping
her cbtain a job for two-thirds of the year at $5 per hour. In most states,
even if the mother worked steadily at this job, her family would still be on
welfare and have to live on an incame that was well below the poverty line.l
If her jab did not provide health insurance, she would either have to limit
her family's access to medical services or spend a :arge share of her income
an health insurance.

There is a better way. It is time to reorient the system away from
means-testing and toward mainstream alternatives to welfare. As others
have emphasized, we should insist that low income adults have the
responsibility to work and to support their children. In return, we should
make sure that parents who work and cbtain child support at realistic levels
can achieve a decent living standard for their families without resorting
to welfare programs. In building such a system, we must guard against
unrealistic expectations arnd the tendency to believe that any single program
can accamplish cur main goals. You have already heard proposals for child
support and employment initiatives. while these camponents play same role
in the new strategy, they canmot carry the entire load.

'mebnstapproam‘ismmkaseveralmdestandimrmmaldxmge
that together add up to a fundamental shift away from welfare.

1 Take the example of a mother with two children, working 110 hours
per month at $5 per houce in a state with a benefit level of $400 per mortth.
After one year, the mother can deduct from countable income anly $75 as a
standard deduction and 3160 per child for child care paymemts. Thus, her
cauntable income would equal $387, ($550 in eacnings, -~lus $72 as ETIC
payments, minus $75 and $160 in AFDC deductions) which is less than the

$400 AFDC benefit.
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I propose a structure based on the followine camponents:

1. A ¢hild Support Assurance Program

2. A Wage Rata Subsidy Program for Family Heads

3. A Refundable child Tax Credit

4. State Health Insurance Programs to Replace and Supplement Medicaid
5. Enhanced Training for Those Remaining on Welfare

Under the Child Support Assurance Program, states would insure that
custodial parents received at least same minimm amount from non—custodial
parents. Otherwise, states would have to pav custodial parents a basic
amount, say $90 per manth per child, less any payments collected from the
absent parent. While this program resembles AFDC, especially now that states
have expanded child support collections, there are important differences.
Mothers heading families would be able to retain their entire payment even
if they earned other income. (Those earning beyond $15,000 would have to
pay tax on the payments.) Perhaps as important, these mothers and the general
public would clearly see that the benefits were the result of nonpaying
faﬂmaMmksﬁ“Wﬂmthrﬂnnﬂnfmily'sMaﬁ
inability or urwillingness to work. States would only have to collect $20-
$25 per week to avoid spending on this program.

You have already heard about Wisconsin's effort to operate a child Support
Assurance System (CSAS). While I applaud this initiative, I believe the
Wisconsin assured benefit has been set too high relative to the amounts
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that the state should be expected to ~llect from absent fathers.? If the
CSAS is to represent samething distinct from welfare, then the assured benefit:
provided by states should be no higher than what 80-90 percent of fathers
could realistically pay. Assuming that states should be able to claim 20-
25 percent of earnings of absent fathers, the assured benefit should probably

be set no higher than $100 per month per child.

The second campanent of the bridge system would be a refundable child
tax credit set at $600 per year per child. 'mecreditwouldres;laoetmsz,ooo
personal exemption for children effective in 1988 and would thus involve
only minimal net revenue costs. This incremental change in the tax code
could effectively target benefits an low income families fairly and without
stigma or serious incemntive effects. Aygiding such "horror stories" as
having credits going to a few wealthy families could be easily accomplished
by disallowing the credits for those who itemize deductions. For those
still on AFDC, the credits would have zero net costs since they would count
against AFDC benefits on a dollar for dollar basis. The earmed income tax
credit has already broken the precedent against making credits refundable.

3.0 The Wage Rate Subsidy
'methirdompmentmndbeagermmswageratesubsidyoranenridxed
the Earmed Incame Tax Credit (EITC). I favor replacing the ETTC with a

2 The Wisconsin CSAS provides for an assured benefit of $3000 per year
for the first child. The quidelines to the judge specify that noncustodial
fathers pay 17 percent of their incame for the first child. Given these
runbers, fathers would have to earn $17,647 per year for the state to have
no liability. This is about ti.e media~ earnings level for all male workers.
Thus, a substantial share of absent fathers are likely to earn less than

this ~ .unt.
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wage rate subsidy for princips' earmers in familien with children. Here is
how the subsidy would work. Adults in families with children with the highest
earnings in the prior quarter would qualify for a subsidy payment for each
hour worked. The payment would equal half the difference between $7 per
hour and the worker's wage. Consider a mother heading a family and working
at $4 per hour. She would receive a wage subsidy of $1.50 per haur (cne-
half of $7 mimus $4), lus ircreasing her take-hame wage by nearly 40 percent,
to $5.50. If she worked at a $5 per hour jab, her subsidy would be $1 per
hour and her take-hcme wage would be $6 per hour. The wage subsidy would
reward work substantially for those with the lowest earnings capacities,
those whose best job is a low wage job. 'Workers would view the supplements
as appropriate campensation tur family heads trying to make ends meet by
working long hours at unappealing jobs. The cost need not be excessive so
long as the program restricted eligibility to the primary earner (the person
earning the most during the prior six months) in families with children.

The wage rate subsidy has advantages over exparding the EITC. With
the wage subsidy, we can provide larye work-related benefits withmut worrying
about extending goverrment payments to middle income families. A full-year
workar earning $4 per hour could receive $3000. Were we to attempt to transfer
such amounts through the EITC, we wculd have to phase cut the benefit at
high tax rates or pay subsidies to middle income earners.? A second advantage
otunwagesubsidyisthat*iti:mtmtbeneﬁtsgotouwsewmmto

3Supposeﬂmattlmﬂ‘1tpaidawdmmof $3,000 to families with $8,000
in earnings. Then, we would have to phase aut the subsidy at a 25 percent
taxratetolmtﬂubantittofamulswithkmofszoomorlss
This would raise margi..4l tax —ates over the $8,000 to $20,000 range to 40
percent. Lowering the phase «ut rate would extend EITC payments to families

#ith incomes above $20,000.
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'work at low wages. E™C payments may go to moderate and high wage workers
who do not work steadily.

8 _Frodrams

The cambination of the refundable tax credit, the wage rate subsidy, and

the child support assurance program would minimize the role of AFDC and

food stamps. But the shift away from welfare programs might not work unless
- we alter the method of financing medical care for the poor. It would be no
great favor to keep mothers heading families off AFDC if the result was to
aliminata their eligibility for medical insurance. Unfortunately, existing
proposals for extendlg medicaid during the first year after families leave
AFIC deal with problem only temporarily and do not touch working poor families
who stay away from AFDC altogether.

I propose a caxprehensive, but. incremental approach of substicuting
state medical insurance programs for medicaid., As employers do now, states
would choose to finance health coverage through a variety of providers after
receivirg bids fram insurance campanies and HMD's. Like employees, welfare
recipients would choose from among these insurers ar providers. As under
medicaid, states would pay the full premiums for these recipients. Normelfare
family heads who lack health coverage through an employer would be able to
buy into the program at highly subsidized rates. To finance the subsidies,
states could tax those employers who do not axrently provide health insurance.
This approach has the advantage of destigmatizing medical coverage and
providing for a smooth transition fram welfare to work.

Requiring contributions from employers not offering group health insurance
wouid be fair . .d effirient campared to altermative ways to broaden coverage.
For example, if the goverrment mandated that all employers had to offer

6
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health insuranre to all workers, many small employers would face a high
administrative burden in order to extend coverage mostly to secondary workers-
-youth and spouses—who already have coverage under the family head's policy.
By allowing employers to make payments into a state fund, the goverrment
would minimize the administrative burden and the dual coverage. At the

same time, the policy would have the appeal of fairness by requiring that
all emp’oyers bear same of the burden of health coverage. It would eliminate
the current inequity in which employers who already provide health insurance
for their own employees sametimes have to pay higher insurance rates to

help support coverage for the uninsured.

The cambination of the child support assurance program, the refundable
tax credit, the wage rate subsidy, and the state medical insurance programs
would minimize the role of AFDC, food stamps, and medicaid. For a mother
and two children, the maximm credit and child support assurance payments
would equal $300 per mcnth. These two amounts alone would well exceed AFDC
levels in 12-16 states. In the cther states, even a moderate amount of
earnings would move pecple off welfare. Mothers able to work half time at
the $4 per hour would be off welfare in most states and have a total income
of over $750 per martth.

With the bridge system in place, welfare caseloads will decline, perhaps
substantially, thereby allowing the work and training programs to focus on
the graup most in need of services. The employment programs would not have
to impose any special targeting requirements in order to concentrate on
those i most need of services. Further, the program's could achieve success
in moving families off welfare even if it wer: only able to help parents

7
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work steadily at low wvage jobs. The bridge system would give cxrent
' recipients a realistic hope of leaving welfars and raising their incomes
beyond the poverty level. '

These five program components—-child support assurance, a small refundable
child tax credit, a wage rate subsidy, state health insurance, and employment
and training-—could command wide public support because they respond to
concerns over rising poverty without expanding welfare programs associated
wim.depemmcyarﬂﬂnxm-deservhg. As a total package, the changes
cauld make a dramatic difference in the incames, independence, and self-
respect of the poor and in the way the public views assistance programs.

Undexr the now system, mothers heading families who work half-time or
more at realistic wages would keep themselves off welfare, above the poverty
line, and maintain their family's health insurance. Low income two-parent
families would be able to raise their incomes substantially and gain health
coverage without having to resart to food stamps or other welfare benefits.

The attached graphs illustrate how varicus families would fare under
the arrent and proposed systems. The figures focus on the total incomes
of families at different levels of work effort, wage rates, and child care
empenses. All ignore medicaid and health insurance. Figures 1 and 2 assume
no child care expenses, while in Figqures 3 and 4, I assume welfare mothers
have to spend $2 per hour to pay child care expenses.

Note in Figures 1 and 3 that the proposed system would pemmit even
mothers working at $4 per hour to escape poverty while staying off welfare.
Inder the proposed system, mothers heading families would work themselves
off walfare with only half-time work at $4 per hour. Working beyord 10

8



273

hours per week would begin to yield sizable increases in total family income.
In contrast, work is oftesi unprofitable under the current system. Note in
Figure 4 that even mothers able to earn $6 per hour would see only marginal
increases in family income and would find themselves below the poverty line
after working all vear, full-time.

Low income two-parent families would also gain substantially under the
proposed system. They would benefit from the refundable tax credit, the
wage rate subsidy, and possibly the health insurance camponent. Figure 5
coupares total incomes of two-parent families with two children under the
proposed and current systems. In these camparisons, the family head works
at a full-time, year-round job paying $4, $5, or $6 per hour.4 Under the
proposed system, even heads who earn $4 per hour would be able to move their
families out of poverty with full-time work. Today, such families fall 25
percent below the poverty line. If these low wage jobs did not provide
healﬂthm,trntamilywmldlackc'weraga'formdicalmpersesml&s
they paid a substantial sh- .2 of their income for insuwrance. Under the
proposed system, they would pe able to buy low cost health insurance.

Costs and Benefits

Although I do not yet have figures for the costs and the distribution
of benefits, I should be able to provide the Camittee with these figures
within two months. Thanks to a grant from the Ford Foundation and their
Project on Social Welfare and the American Future, I am developing a detailed
analysis of the plan based on new data from the Survey of Incame and Program

4 since only 20-25 percent of poor two-parent families claim food stamps, .
the figure assumes zero incame from food stamps.
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Participation. At this moment, I balieve the net increase in Federal and
State costs would not ba substantial, sirmmnyofthndmhmlw
substituting one camponent for ancther or finding a relevant source of

financing.

concluding Compenta
In conclusion, I want to register my agreement with Senator Moynihan,

the White House, and many of the nation's governors that we have a significant
cpporhmitytomkamjordwgasinéhenatim'ssysmothmamts.
Ammmmmcmmmmmmmm
of welfare, incresses in the employment of recipients, and strengthening the
enforcement of child support cbligations.

I am optimistic that your camittee can build on this new consensus
and develop a more efficient and more mane system that reduces poverty
while pramoting independence. Ymanfuzqaamaocialpolicyférfmilies.
But to do s0 in a way that causes poverty and welfare dependency to decline
significantly, I believe we need a bridge system for the foreseeable fut~me.
If the OCongress, through the Coomittee's leadership, can legislate these
new approaches, Ibelimymwﬂlgainﬂuummdgmtiuﬂeotwlfm
recipients, the narmvelfare poor, and even the taxpayers of this country.

10
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FIGURE 3
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FIGURE 4
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Brandeis University

Center for Heller Graduate School 617.736.3770
Human Resources W althani. Massachusetts A00-343-4705
02254-9110
March 30, 1987
Semator Danisl P. Moynihan
Chairman, Subcamittes on Social
Security and Family Policy
Serate Coomittes

U.S. Congress
Dirksen Senate Office

washington, D.C. 20510~6200
Dear Senator Moynihan:

At the close of my testimony before the Subcomnittee on February 23,
1987, you asked that I write a judgement about what could be picked up in
reverne if we became serious about child support enforcement, including
giving states standards that would have to be met. In response to your
mqm I have reviewed a number of studies that provide information relevant

your question. Idmllumriuﬂmtimhgshrunyandottarw
jwmmmwmmmw support

Total AFIC collections in 1985 reached $1.092 billion, well above the
$671 million collected in 1981. Over the same period, the percent of AFDC
payments recovered rose from 5.2 to 7.3. However, the costs of administering
the program also increased, fram $526 million in 1981 to $814 in 1985. As
a result, over two-thirds of the $421 million increase in collections was

offset by increased administrative costs. Of the other third, some of the
amount

goverrment
because of the fact that states gain a higher share of collections
they pay in administrative costs. Only in a few states did the Federal

govermment achieve savings through the IV-A program.

Given tha recent past, we can draw the following conclusions about
incremental improvements through Title IV-A agencies.

1. Increases in collections are likely to continue but total collections
will probebly amount to less than 10 percent of payments.

2. Administrative costs are likely to continue to rise, perhaps more slowly

than in the past.
3. No significant are likely to accrue to the Federal govermment.
Indeed, it would be an if the Federal goverrment losses from

the Title IV-A program stayed the same or fell slightly.
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2. Major shifts in Collection Activity

1) over 60 support
award is low (only $86 per month per child in 1982). s5till, ocollecting

average
all amaunts currently cbligated would increase the share of AFDC payments
offset by support payments fram about 7 percent to about 14 percent.

3. Expanding Cbligations arnd Collections

A major increase in Federal revermes could result if states were able
to insure that all AFDC mothers had support awards and that all awards were
ocollected. According to estimates prepared by Philip Robins (Amarican Economic
Review, September 1986, p.785), extending support awards and developing a
payment system that collected the full award would cause support payments

to reach 32-~34 percent of AFDC benefits.
4. Imposing New Standards for Support Obligations

A muber of states are anrently developing presumptive standards for
Jujges to use in establishing legal child support cbligations of non-custodial
the

payments, even without any increase in collection activity. However, the
reductions in AFDC benefits would be small, perhaps 5~7 percent. If, in
addition, oollections improved and awards were extended to all fathers, the
reduction in AFDC benefit outlays could be substantial. One estimate indicates
that AFDC benefit paid could decline by as much as 50 percent, if the following
three changes were implemented: 1) mova to payment standards as specified

in the Wisconsin model; 2) extend awards to cover all AFDC mothers in cases
involving an absent parent; and 3) oollecting the full cbligation.

overall conclusion

Incremental improvements in the child support collection system are
unlikely to yield major Federal budgetary savings. However, if states were
to implement broad changes in the setting of support awards, in the
establishing of awards, and in the collection of payments, significant savings
in AFDC benefit outlays would result. The most serious gap in the current
system is the large mumber of mothers who lack mupport orders. Establishing
these awards should be a high state priority. This step is important for
budgetary reasons. More important, requiring all absent fathers to pay
same child support is a statement of principle that, as you said, "...if
you bring children into the world, you have responsibility for them."

Sincerely,

Robert I. Lerman
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Senator MoyNiHAN. Senator Rockefeller, why don’t you begin

with any question for the panel?

Senator RoCKEFELLER. I'll come off the wall.

What would an increase in the minimum wage do about any of
this, either positively or negatively?

Professor LERMAN. Who Jo you ask?

Senator ROCKEFELLER. Whomever.

Dr. REiSCHAUER. The minimum wage, as you know, hasn’t been
changed since January 1981.

Senator RockeFELLER. I know. It is proposed to be increased.

Dr. REISCHAUER. An increse in the minimum wage would certain-
ly help a lot of low-income workers in America, there is no ques-
tion about that. But it is a relatively blunt instrument for dealing

with poverty in American, because roughly four out of five of the
people paid at or below the minimum wage do not live in a poor
family. So, wages are raised for a much larger group than the
working poor.

A rise in the minimum wage also would have some marginal in-
flationary impact,”and that might have the effect of pushing some
people below the poverty line. So, there is an ambiguity with re-
spect to what the overall effect would be on the number of people
in poverty.

That is not to say that there aren’t a number of good reasons to
raise the minimum wage, reasons that deal with the distribution of
earnings in the United States.

Senator ROCKEFELLER. There may be ambiguity, but in terms of
the three of you and in terms of the problem we are discussing this
morning, would it help or hurt?

Professor MEAD. I think it would help, but it isn’t the central
roblem. The way I would put it is, there are some problems with
ow earnings for low-skilled people, there is no questions about it,

and the proposals we have heard from my colleagues I think have
addressed those to some extent.

But with the exception of health insurance, the lack of Medicaid
if one leaves welfare, there is not very good evidence that these low
wage factors are the result of low work effort. The main work
reason for dependency and poverty is the low numbers of hours
worked or simply nonparticipation in the labor force.

Now, that has no obvious connection to low pay. One might
argue that if peo%;a were well-paid they would work more hours
rather than less. The fact is that welfare people, even employable,
at least the long-term cases, seem to work at much lower levels
than other low-skilled people.

Now, my ex(flanation for that is primarily the lack of authority
in welfare, and that is why it seems to me we need definite partici-
pation obligations to overcome that. That has a much stronger
effect on participation than raising the wage rate, because this
group, for whatever reason, is not very responsive to economic in-
centives.

So, efforts to improve the wage package, including health insur-
ance or other benefits, are important for people who are already
working. But our problem is to get them working at all, to get out
of the house, to participate actively. It is getting participation,
where I think public authority is more important than incentives.
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Now, the one place where you clearly do need new benefits is in
the area of health insurance. That is a clear deterrent for mothers
going to work, and that we have to address. But the other things I
am not so clear about. I don’t think they are the central problem
for non-work; rather, I think the low wages cause inequality
amongst those who are already working. But they don’t explain

verty and dependency on the whole. Those are due, rather, to
ow work hours and to non-work, and for that we need a different
explanation, and I think it is largely the lack of clear-cut participa-
tion requirements in welfare.

Senator RockerFELLER. You mentioned San Diego and West Vir-
ginia, and I come back to the question of jobs and the training for
those, and if the jobs don’t exist.

I suppose your could theorize that, if you train people and if
there is a way to actually lift people’s skills to the point where
th% could get jobs were there jobs available, that that would be
good.

Now, there are two ways of looking at that. One is that if there
aren’t jobs available in a West Virginia, that you deem everything
not to work. Or you could say that, through something old-fash-
ioned like a job bank or cross-state cooperation, people would get
trained and they would simply have to go somewhere else, which,
then, West Virginia would either be deemed to be a failure on its
part to produce jobs, or you could be deemed to be proper because
people were finding work somewhere, which is better than not

having work anywhere.

Can you rel\s;{)ond to that?
Professor Meap. Well, as I said, the evidence is that jobs are

available in most areas of the country, most urban areas, at cur-
rent work levels among poor people. If you look at what determines
Jjob entries in a program like WIN—and I have done studies of ex-
actly this—the main determinant is the share of recipients who are
obligated to participate actively. That is much more important
than the labor market constraints.

Now, that is true particularly in urban areas; it is less true in
rural areas. In rural areas there are, in some places, clear-cut
limits on the numbers of jobs. But even in these areas, the share of
clients obligated is more important than the job market in explain-

ing whether WIN can put people in jobs.
I think West Virginia is really atypical, and we shouldn’t lcok to

that as an example.

Now, training has a benefit in helping people to go to work, but
the main way it has that benefit is increasing the hours that they
work in the jobs they can already get. Training has a limited effect
on the wage, a much greater effect on earnings. So, its main effect,
in my interpretation, is in fact to motivate people. So that is why I
think training can play a role in a work program, but it must be
mandatory—that is, you must have clear-cut mandatory participa-
tion in that as in other work activities. If you do, then you get
more work out, which is the goal.

So, we shouldn’t think of training primarily as raising skills, al-
though it does that to some extent; we should think of it, rather, as
energizing people to get out and do something. And when they do,
the jobs are there, in most cases. The jobs that are mostly available
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afx:etl}ow-skilled, and it isn’t necessary to have training to take most
of them.

Senator RockerFeLLER. All right. Now, you talked about the in-
trinisic value in your testimony of the training, and I understand
that. But if the work isn’t there in that area—and rural people
tend to want to stay closer to home—then at some point it’s intrin-
sic value, but it is not work.

Professor MEAD. Yes. Well, in rural areas it may be necessary, as
it has been in West Virginia, to create jobs.

o Senator RockerFeELLER. Well, that is what I am trying to get at.
wure.

Professor MeAp. I would be in favor of that. But what we
shouldn’t do is make that our national strategy. I think this is,
again, what I would term “a new-deal agenda’ creeping into this
issue, which I think is inappropriate. There is a fear that I have
that we will make public jo‘l))s our main avenue for work through a
national program. That isn’t necessary in most areas, but it may be
necessary in West Virginia.

So we have to have a program that simultaneously stresses pri-
vate-sector jobs, which are the real jobs available for most people,
which do not require advanced skills in most cases; but at the same
time, while stressing that, we have to have a provision for public
job creation in areas where jobs are really lacking, like West Vir-
ginia. Both of those things are true.

Senator ROCKEFELLER. Mr. Chairman, at the time that we started
the Community Work Experience Program in 1981 in West Virgin-
ia, shortly after that our unemployment rate was at 21 percent,
and was at 21 percent in fact for parts of 1982 and 1983. I don’t
{;)hir_lk during the Depression it got much over 25 on a national

asis.
Do you know or could you supply the Chairman’s subcommittee
with figures on, when in rural areas where jobs are not easy to
come bﬂ’ and not just in West Virginia but in Central Appalachi:
as a whole and other places, for people, when they do get basic
skills of intrinsic value, to the extent that they can get jobs, to
what extent do they have to go elsewhere to find them?

And I am not making a moral judgment—that may be the higher
moral judgment that they have to go elsewhere, so long as they do,
as opposed to either subsidizing public jobs in that state, on the one
hand, or on the other hand going to Texas, which they used to do,
or other places to find work. Both have value for the family, for
the person, because it is work that pays. One has less value for the
state, because you have invested then lost the person; but that may
beha lower moral dimension than the person getting work some-
where.

Do you have figures as to the rural areas? .

Professor MEAD. I don’t know that myself. I do know studies
which talk of migration in the country and the effect of ﬁople
moving toward where they think jobs are available. It would be my
expectation that people moving from rural areas could find at least
low-wage jobs in urban areas today, at the margin.

Now, if they all moved there, and if people an welfare all decided
to work consistently all at once, you might find a lack of jobs even

in urban areas. But at the moment—and I do have a study of WIN
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that talks about this directly—the job constraint in urban areas
looks to be unimportant in whether people go to work.

Dr. RescHAUER. I would like to l{us;t; raise a word of opposition or
disagreement with Larry. I think he minimizes the problems of
finding jobs in this country. West Virginia might be perceived as
an anomaly when compared to only the East Coast in 1987. But we
have Louisiana, Alabama, Mississippi, Texas, the Pacific North-
west, lots of areas of this country right now where finding a job as
a skilled person or an unskilled person is a very difficult thing.
Several years ago it was Michigan, Ohio, the Rust Belt. These
things go up and down.

To look at the experience of the WIN program—and I don’t dis-
agree with his analysis, but we are looking at a small number of
people who are running through that program—and saying, under
these kinds of conditions what is important, that is very different
from saying we are going to consider putting work obligations on a
million welfare recipients. You are just orders of magnitude differ-
ent in that case, and I would be skeptical.

Professor MEAD. I just don’t want to overemphasize my disagree-
ment with Bob. I would agree with him that there are two impor-
tant limits to what I am saying. One is that, though jobs are avail-
able in urban areas where most of the caseload is, they may not be
available in rural areas. I agree with that. In fact, that is a finding
in my own most recent study.

The other thing I agree about is that the jobs are available at the
margin—that is, at current work levels. If indeed we had hugely
large increase in the number of welfare recipients seeking work,
we might find a problem, more broadly. I agree with that.

But since jobs are apparently available at the margin in the
urban areas, at present, I think we should start requiring work and
see how far we get. That is why I think phased implementation
stressing higher participation should be the focus of the implemen-
tation process, and let’s see what happens. I don’t know what is
going to happen down the road; we may find, with higher participa-
tion levels, that we start to see a constraint. Then you should
create jobs. But let us not start off creating jobs in large numbers
in urban areas, when in fact jobs are available at present.

Senator MoyNIHAN. All right. We got that.

Senator RoCcKEFELLER. Thank you, Mr. Chairman.

Senator MoYNIHAN. Senator Bradley?

Senator BrapLEY. Thank you very much, Mr. Chairman.

One question of each of you. If any of you disagree with what the
other has said, please volunteer your disagreement.

Mr. Mead, you said that simply to offer new benefits, whether it
be child support, child care, work and training benefits or what-
ever, if they are voluntary you think that that isn’t productive.
You implied, therefore, that there should be an obligation. My
question to you is: Are you saying that, in order to receive benefits,
one must agree to work in a certain job for a certain period of
time? Have you detailed that?

Professor MeaD. Yes, basically that is correct. I think there is an
important place for services in an effective work program, but vol-
untary employment programs that did not involve a clear-cut par-
ticipation-of-work requirement, such as CETA, did not achieve

lzda R e T Oy
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higher work levels among the dependent; they achieved other im-
grovements to their earnings, perhaps, in terms of higher wages,
ut they didn’t raise the share of the dependent who were trying to
work, and that is what we are mainly interested 1n here.
- So, I think you can have services, but they must themselves be
mandatory, as a work obligation would be. They must be a form of
work, in other words. And it is the two together—the providing of
some service in training and job placement, and other assistance, it
is that plus the recipient’s obligation to participate—that I think
moves us forward. If you just have the obligation with no services,
or if you have the services without obligation, you won’t achieve

what you want.
Senator BRADLEY. Are there degrees of difficulty with the various

levels of welfare populations?

Professor MEAD. Oh, yes. That is why I think it is appropriate for
some people to say, ‘“Rather than go to work immediately, you
should enter a job-readiness program of some sort.”

Senator BRADLEY. I can’t hear you.

Professor MEAD. I am sorry. Rather than say to everyone, “You
should go to work immediately,” we should have some forms of job-
readiness training or other training for people who are less job-
ready. I accept that. But for them, that is the job; that is their obli-
gation to participate in that. And if you put them under the obliga-
tion, then in fact a significant share of those people will in fact go
to work.

So, the important motivating. energizing force is the obligation.

Senator BRADLEY. Thank you.

Dr. Reischauer, you implied that medical care is a problem area.
Would you be supportive of extending the eligibility for Medicaid
to someone who has exceeded the poverty level by a certain dollar
amount? Or would you be in favor of extending the eligibility for
Medicaid for a certain period of time after that person is over the
poverty threshhold? Or both?

Dr. REIscHAUER. Right now we have a provision in the law which
allows for an extension of Medicaid coverage for AFDC recipients
who work their way off of welfare, so to speak. Their Medicaid is
extended for a number of months. And the question is whether
that shouid be amended.

Senator BRADLEY. It is four?

hDr. REISCHAUER. It is nine, now. And states have an option on
that.

Senator MoYNIHAN. It is nine, yes, for those who become ineligi-
ble due to the loss of their earned income disregard.

Senator BRADLEY. And the state option is?

Dr. ReiscHAUER. They can extend that for six more, beyond that.

You are in a very difficult problem here, because Medicaid is a
relatively comprehensive health insurance system that, while it
doesn’t provide you access to any doctor you might want, turns out
to be relatively generous compared to the insurance that is offered
by most employers that offer health insurance, such as the health
insurance I have. There are no co-payments, there are no deducti-
bles. And the question is, how do you mesh this relatively generous
public system with the kinds of insurance that low-wage workers
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are receiving, if they are receiving any at all? It is a very, very dif-
ficult problem. = .

You could have people buy into Medicaid, conceivably, for a
period of time. Have those who have poverty-level earnings pay a
monthly premium charge to be a part of this system, but a premi-
um charge that wouldn’t cover the entire costs of the system.

I have a paper which I will be glad to send you which lists sever-
al alternatives along these lines.

Senator BRADLEY. Yes, I would very much like to see that.

Dr. REiscHAUER. But I don't think it is something where you can
just say if these people lack coverage; we should extend the cover-
age,. because you have to think how it is going to mesh with the
insurance that the rest of society has, and is there going to be re-
sentment where these two types meet.

Senator BRADLEY. Right. Well, if you have a paper, I would like
to see it, and I am sure the Chairman would.

Chairman MoyNIiHAN. We would like to have it.

[The paper follows:]
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Welfare Reform and
the Working Poor

Robert D. Reischauer

n his February 1986 State of the Union Address,

President Reagan called for a thorough review of

the current welfare system and the development of
a strategy to reduce dependency. This call, together
with growing public concern over high rates of child
poverty, the plight of the homeless, the emergence of
an underclass, and teenage pregnanry, has put welfare
reform back on the nation's agendad.

As groups both inside and outside government have
reviewed the current welfare system with an eye to-
wards reform, they have consistently concluded that
existing programs do not do enough to encourage wel-
fare recipients to become self-sufficient. The policy
response to this has been a renewed interest in efforts
to enhance the employability of welfare recipients,
reduce the barriers that keep some recipients from
employment, and increase the motivation of recipients
to look for jobs. More than three-quarters of the states
have begun to test a variety of work-welfare programs
that offer such activities as basic skills classes, job-
related training, work experience, job search assis-
tance, day care services, transportation subsidies,
supported work, wage subsidies, and public sector
workfare positions.

The author would like to thank Robert Greenstein, Sar
Levitan, and Isabel Sawhill for their comments and Rob
Krebs for his research assistance in the preparation of
this paper.

Policy discussions concerning these efforts to move
welfare recipients into the workforce have focused
almost exclusivly on the world of welfare and on
questions like: What treatments should be offered?

“Which recipiens should participate? and, What work

requirements rhould be imposed? Little attention has
been given tr the work environment into which the
program participants will move; that is, to the world of
the low-wage, low-skilled workforce. This is unfortu-
nate, because the circumstances facing low-income
workers may significantly influence the effectiveness
of work-welfare initiatives. ’

One reason why the circumstances facing the low-
income workforee’ are important for welfare reform
and work-welfare initiatives is that they limit the assis-
tance that can be offered to those receiving welfare.
This constraint arises from the widely-shared belief
that those who work and conform to society's expecta-
tions should be better off than those who depend on
public assistance. Many would feel it was unfair if
welfare recipients were offered benefits, education
and training options, job opportunities, and supportive
services that were significantly more generous than
those available to the low-income working population.
Resentment could grow and a political backlash might
develop against welfare programs. In addition, per-
verse incentives could be created. Low-income work-
ers might be drawn to welfare so as to avail themselves
of the greater opportunities provided to those on pub-
lic assistance.
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. Assecond reason why the circumstances facing low-
income workers are important for welfare reform and
work-welfare initiatives is that, for most recipients,
these circumstances represent the realistic alternative
to the dependent life. While public policy should strive
to place welfare recipients in jobs that pay an adequate
wage, most recipients will find their employment op-
portunities limited to low-wage jobs of the sort cur-
rently held by those with little education and few skills.
If welfare recipients are to strive for self-sufficiency,
they must regard the life style afforded by these jobs as
an attractive alternative to public assistance. When the
jobs they can get do not have such appeal, programs
that try to move people off of welfare must rely on
regulation and sanctions. Such approaches have never
proven very successful.

This paper examines the circumstances facing the
low-income working population. It documents how,
for many of those who possess few marketable skills, a
life of work may not offer much more in the way of
material comfort than a life of dependency. To the
extent that this is the case, policies must be adopted to
improve the lot of low-income workers before signifi-
cant welfare benefit improvements can be considered
and before work-welfare initiatives can be expected to
succeed on a wide scale.

The next section provides some basic information
about the working poor and near-poor: how many
there are today and how their ranks have changed over
the past decade. It also reviews the various reasons
why some of those who work find themselves with
inadequate incomes. The third section compares the
life of the working poor and the life of the welfare
recipient with respect to two important dimensions of
government policy, taxes and health insurance. The
final section of this paper describes some of the poli-

cies that could improve the circumstances of the low-
income working population. These policies should be
an integral part of any effort to reform the welfare

system.

The Low-Income Working Population:
How Big? Who? Why?

Many families and unrelated individuals in America
work, yet are poor or have incomes that are uncom-
fortably close to the poverty threshold. In 1985, there
were some 3.6 million families who were poor even
though the household head worked at some time dur-
ing the year.! (See Table 1) Six percent of all families
and one-half of all poor families were members of the
working poor. In addition, there were about 2.5 million
unrelated individuals who worked but were poor.
Roughly two out of every five poor unrelated individu-
als worked at some time during 1985. The ranks of the
working near-poor, those who were not poor but had
incomes that were below 125 percent of the poverty
threshold, were made up of 1.6 million families and 0.8
million unrelated individuals.

The vast majority—some 84 percent—of working
poor families contained children. Slightly over one-
third of working poor families (37 percent) were fe-
male-headed. Seventy-three percent were white and
23 percent were black.

While the size of the working poor population has
declined slightly from the 1983 peak that was associat-
ed with the 1981-2 recession, this population has
grown substantially during the past decade. The num-
ber of working poor families was roughly one-third
greater in 1985 than it was a decade earlier and the
number of working poor unrelated individuals was 40
percent larger.

Table 1:

Poor and Near-Poor' Working Families and Individuals, 1975 to 1985

(Numbers in Thousands).

YEAR FAMILIES UNRELATED INDIVIDUALS
Poor Near-Poor Poor Near-Poor
1985 3,630 1,555 2,510 837
1984 3,574 1,663 2,577 835
1983 3,768 1,716 2,688 754
1980 3,073 1,548 2,221 842
1975 2,745 1,544 1,793 611

a: Above poverty but below 125 percent of poverty.

of the Population Below the Poverty Leve),"” Series P-60, Number

Source: U.S. Bureau of the Census, Current Population Reports,"Ch
154, 152, 147, 123, and 106 and unpublished data.
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There are a number of different reasons why some
families and individuals who work find themselves
poor. For some, in particular the one-third of working
poor families who worked full-time throughout the
year, the problem is one of low wages relative 1o the
size of their family. A significant fraction of all jobs do
not pay a wage that, even on a full-time basis, is suffi-
cient to support a family above the poverty threshold.
For example, in 1985 almost one out of every thrce
jobs did not pay enough to keep a family of four with
:\o other source of income out of poverty.? {See Table
2)
Several recent studies suggest that the proportion of
jobs in the American economy that pay enough to
support a family adequately has declined in recent
years. One of these studies found that the fraction of
household heads who did not earn enough to keep a
family of four out of poverty increased from 19.7 per-
cent in 1979 to 26.1 percent in 1984. Another study
estimated that over one-half of the net increase in
employment that occurred between 1979 and 1984
could be attributed to jobs that paid less than $7,012
(1984 dollars) per year. This disproportionate growth
of jobs paying inadequate wages has had a particularly
pronounced effect on the employment prospects of
those with little education.

Various measures of average wages also suggest
that the pay provided by many jobs has deteriorated in
recent years. For example, average real hourly eamn-
ings in the private, non-agricultural economy are some
6 percent below the peak level which they reached in
1971 and average real weekly earnings for production
and non-supervisory workers are 14 percent below the
levels reached in the early 1970's.

The minimum wage, which represents the floor un-
der the entire wage structure, has declined in real value

as well. Fixed in nominal terms at $3.35 an hour since
January 1981, it has lost over one-quarter of its pur-
chasing power to inflation. Currently, a single woman
with one child working full-time, full-year at this wage
can not earn enough to lift her family of two out of
poverty.* The income of a family of four whose bread-
winner worked at a minimum wage job would be only
62 percent of the poverty threshold.

For other working poor, the problem is not primarily
one of low wages, but rather of working at a part-time
job rather than a full-time job. While the American
economy has generated a tremendous number of jobs
over the past decade. an increasing proportion are jobs
that offer only part-time employment. In 1985, one out
of six jobs in the economy was part-time.® While many
workers voluntarily choose part-time employment be-
cause of the flexibility such jobs offer, others have no
options and find such jobs to be a cause of poverty. In
1984, 29 percent of the household heads in working
poor families and 45 percent of poor, working unrelat-
ed individuals held part-time jobs; one out of ten poor
working families had a head who worked throughout
the year at a part-time job.

Family responsibilities, poor health, or a shortage of
full-time jobs rule out full-time work for many. For
women who are raising children, the first of these
factors is especially important. While two-thirds of all
mothers with children under age 18 worked in 1984,
one-third of these working women did not work full-
time. The situation facing single mothers, who do not
have a husband's income or help with child care, is
particularly difficult. Some 44 percent of poor single
mothers who worked were employed in part-time jobs.

Some who work and yet find themselves poor have
inadequate incomes because they do not work
throughout the year. In 1984, roughly two-thirds of

Table 2:

Percent of Jobs Paying Wages that Were Insufficient to Support
Families of Various Sizes Above Poverty Thresholds, 1985.

Family Size
Pay Basis 2 5
Hourly 11.1% 25.9% 42.6% 54.5%
Non-hourly 7.3 10.0 16.6 24.6
Total 9.5 19.2 316 419

Source: Estimates trom the March 1885 Current Population Survey. Based on a companson of the poverty threshoids with 2080 times the hourly wage
would be

rate and 52 times the weekly wage of those who are not paid by the hout. The

fact that some hourly jobs are not tull-ime.

rhat higher if adj s were mace for the

3
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working poor family heads and 55 percent of such
unrelated individuals did not work the entire year be-
cause they experienced some unemployment. Much of
this unemployment results from the instability or sea-
sonality tt_xa; is characteristic of many low-wage jobs.
The remaining one-third of the working poor did not
participate in the labor force for the full year because
they had health problems, entered retirement, went to
school, or were needed at home. The difficulty of
balancing work, schoo! schedules and child care
makes the last of these reasons an important explana-
tion why many working women with children work for
only part of the year.

The preceding information indicates that there is a
large and growing population of families and individu-
als who are trying to make it in the world of work, but
who are not meeting with great success. Low wages,
temporary unemployment, a shortage of full-time jobs
or the presence of responsibilities that preclude work-
ing full-time throughout the year leave this population
with inadequate incomes. The problems faced by this
population deserve, in their own right, to be addressed
by public policy. Moreover, they must be confronted if
we hope to motivate welfare recipients to increase
their work effort and thereby become more self-suffi-

cient.

Government Policies and the Working Poor

Most government programs that are directed at the
low-income population assist the working and non-
working poor without distinction. Housing assistance
programs, nutrition programs, education assistance,
and job training efforts differentiate on the basis of

income, not the origin of that income. However, the
same can not be said for the tax system or for health
policies. In recent years, both have tended to place the
working poor at a disadvantage.

All low-income Americans, regardless of the source
of their income, pay some taxes. Sales and excise
taxes, which depend on a family's level and pattern of
expenditures as well as its state of residence, hit the
working poor and wellare recipients alike.” This is not
true for income or payroll taxes. Transfer payments,
such as welfare, are not subject to such levies, while
eamed income is. In recent years, this distinction has
become increasingly important as the income thresh-
olds above which families of different sizes must pay
income taxes have fallen and as payroll tax rates,
which are applied to all carnings up to a maximum,
have risen.

In 1948, a family of four could eamn up to $12,170
(1986 dollars), or 10 percent more than the poverty
threshold, before it owed any federal income tax. By
1986, this tax threshold had declined to about $9,570,
or 14 percent below the poverty threshold.® Because
the values of the personal exemption, the zero bracket
amount, and the Eamed Income Tax Credit (EITC)
have not been increased as fast as inflation, the tax
burden on a working family with poverty level eamn-
ings has risen substantially over the past decade.® In
1975, such a family received a refundable credit or
payment through the EITC equal to 4.55 percent of its
iitome; by 1986 that same family was required to pa:
income taxes equal to 3.26 percent of its income.'®
(See Table 3) The Tax Reform Act of 1986, which is
discussed in the next section, will reduce these bur-
dens significantly starting in 1987.

Table 3: Average Tax Rate for a Four Person Family
with Poverty Level Income from Earnings

Year Poverty Average Tax Year Poverty Average Tax

Level Rate Level Rate
1948 $2,459 0.0 1980 $ 8,416 -0.66
1955 2,735 0.45 1981 9,289 1.89
1960 3,025 213 1982 9,859 2.89
1965 3,223 0.97 1983 10,176 3.13
19870 3,966 1.94 1984 10,609 3.43
1975 5,497 -4.55 1985 10,988 3.37
1978 6,663 -2.01 1986 11,213* 3.26
1979 7,414 -4.33 ‘estimate

Source: Eugene Steuerle and Paul Wiison, “The Taxaton of Poor and Lower Income Workers,” in Jack A. Meyet (edor), Ladders Out of Poverty: A
Report of The Project on the Welfare of Families, Amencan Honzons Foundation, Washington, 1986.
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In recent years, state income taxes have also tended
to take a bigger and bigger bite out of the incomes of
the working poor. In 1950, few states imposed income
taxes on families with poverty level earnings. This
situation changed during the 1960s and 1970s as more
states imposed levies on income and as tax rates in-
creased. Between 1977 and 1983, the average state
personal income tax rate for a family with $10,000 of
income (1979 dollars) rose from 1.54 to 1.98 percent.'!

The major tax burden on the working poor, of
course, is the payroll tax which finances the social
security and medicare programs. This burden has risen
steadily in the post-war period. In 1948 a tax of |
percent of earnings was levied on both employers and
employees; by 1970 this rate had risen to 4.8 percent;
by 1980, to 6.08 percent: and by 1986, to 7.15 percent.
Thus, a family of four with poverty level earnings will
pay about $800 in payroll taxes for 1986.

In all, a family with earnings equal to the poverty
threshold pays roughly 12 percent of its earnings in
taxes which are not levied on the welfare recipient.
This effectively reduces the difference between the
resources available to those who work and those who

are dependent on welfare.

Many of the working poor also have less protection
against health care expenditures than does the welfare
population. Most non-aged Americans obtain health
insurance for themselves and their families through
their jobs or the jobs of another family member. But
many low-wage jobs provide little or no such coverage
and individually-purchased health insurance tends to
be very expensive. In 1984, roughly three-quarters of
wage and salary workers who were poor worked in
jobs that did not offer group health insurance. Seven-
ty-four percent of those who held jobs from which they
earned less than $10,000 during the year did not have
group'bcalth insurance through their place of employ-
ment.'”

Part-time jobs and jobs in small firms tend not to
offer employer or union provided group health insur-
ance. Such insurance is also frcquently not provided in
certain industries and occupations. (See Table 4) For
example. while 85 percent of men employed in execu-
tive or managenial occupations had job-related health
insurance, only one out of four women in service vccu-
pations enjoyed such coverage.

Even when health insurance is available, low-wage
employees often have to bear more of the cost of that

Table 4: Percent of Wage and Salary Workers Not Covered by
Employer or Union Provided Group Health Plan

By Selected Industries, Occupations

and Earnings, 1984

A. Industry/Occupation Male Female
All Industries/Occupations 332% 48.3%
Industries
Agriculture, Forestry,
Fishery 75.1 76.3
Construction 47.0 51.6
Retailing 54.8 70.4
Personal Services 65.2 83.5
Entertainment,
Recreation 65.1 73.9
Occupations
Technical, Sales,
Admin. Support 27.6 46.4
Services 55.2 74.7
Male Female
B. Earnings Level Full-Time Part-Time Full-Time Part-Time
Under $10,000 65.9% 88.7% 57.4% 86.9%
$10,000 to $20,000 24.2 53.2 20.1 48.5
Over $20,000 9.1 27.5 13.2 36.5
of Hi ano Persons Recetving Selected Noncash Benefts:

Source: Bureau of the Census, Current Population Reponts, “Ck
1984," Senes P-60, No. 150, November 1985
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coverage thun do high-wage workers. Employers or
unions picked up the full tab for more than 40 percent
of the group policies covering full-time, full-year work-
ers earning over $25,000; however, they paid the full
cost for only one-quarter of the policies covering full-
time, full-year workers earning less than $10,000.

The limited evidence available also suggests that
policies covering low-income workers are less ade-
quate than those covering the high-income work-
force." Deductibles and coinsurance rates are proba-
bly higher, reimbursement standards lower, cata-
strophic coverage more limited, and dependent
coverage less prevalent. Policy holders with less ade-
quate plans tend to have higher out-of-pocket expendi-
tures.

In contrast to many of the working poor, welfare
recipients do have fairly adequate health care cover-
age. This protection is provided through the Medicaid
program, which covers the full cost of hospitalization,
doctor's services and a range of other medical needs.
In over half of the states, Medicaid pays for eyeglass-
es, prescription drugs and dental care. While Medicaid
coverage is fairly comprehensive, a patient's choice of
providers is severely limited because many doctors,
reacting to low Medicaid fee schedules, do not partici-
pate in the program. Measured by expenditures, the
annual value of Medicaid protection for the typical
AFDC mother and her two children was about $1,700
in 1984,

Recent program expansions have extended Medic-
aid coverage to some, but not many, of the working
poor and near-poor. Certain pregnant women and
young children who meet their state's income and
resource limits for Aid to Families with Dependent
Children (AFDC) have been eligible for Medicaid
since October 1984 even if they do not meet the other
eligibility requirements for AFDC.' States may
choose to extend Medicaid coverage to two-parent
families that meet the state’s AFDC income and re-
source limits even in cases where one parent is em-
ployed and the state has no cash assistance program
for two-parent families with an unemployed breadwin-
ner.
In addition, thirty-five states offer Medicaid cover-
age to the “medically needy." To be classified as
“medi.ally needy," a family with dependent children
must have an inccme that, after deducting medical
expenses, falls below 133.3 percent of the state's
AFDC payment standard. The family must also meet
the state’s non-income eligibility requirements for re-
ceiving AFDC. These include not only restrictions on
family structure but also resource limits that exclude
families who have more than minimal assets.'® Few
low-income working families benefit from the “'medi-
cally needy™ coverage and those that do might have to
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spend several thousand dollars on medic2l care and
sell most of their assets. Therefore. for the vast major-
ity of the low-income working population, Medicaid
represents, at most, a very limited form of catastrophic
insurance, not something that helps to pay the day-in
and day-out costs of medical care,

Taking both taxes and medical care into account,
the material standard of living available to many low-
wage working families may not be much better than
that afforded to families who depend on public assis-
tance. In the average state, a family of four with pover-
ty level eamings would have disposable resources that
are less than 25 percent above thosc of a welfare fam-
ily; in a high-benefit state such as California. the work-
ing family could find itsclf 6 percent worse off than a
family on welfare."”

Viewed from the perspective of the welfare recipi-
ent, the self-sufficient life may not seem very appeal-
ing. In the average state, a welfare mother of two who
finds a job eaming just enough to cross the poverty
threshold (about $4.20 per hour in 1986) would see her
disposable resources rise by over 45 percent, a signifi-
cant increase over the level provided by a life of depen-
dency. However, if she has to pick up the costs of
medical care for her family because her job provides
no health insurance, and has to spend $3) per week on
day care, this increase would shrink to less than 10
percent.

In a high-benefit state such as California, her situa-
tion would be improved by less than 10 percent as a
result of working full-time. In effect, her net wage
would be less than $0.40 per hour. If she had to pay for
day care and medical care, her situation could actually
be worsened by taking a job.

But even these examples may overstate the realistic
alternatives facing many welfare recipients because
the earnings prospects for the average welfare mother
are generally quite limited. For one thing, full-time,
full-year work may not be realistic for someone trying
to raise several young children without help. For an-
other, a wage of $4.20 an hour may not be attainable.
Over half of all welfare mothers do not have high
school diplomas, close to one-third have no previous
work experience, and the vast majority of those who
have held a job have worked at relatively unskilled
occupations.'® In 1985, over half of working women
who lacked a high school diploma held jobs that, on a
full-time, full-year basis, did not pay enough to support
a family of three—the median size of an AFDC fam-
ily-—above the poverty threshold. Presumably, many
of the women who are currently working command
higher wages than the average welfare recipient can
earn when she first leaves the welfare rolls.

Of course, the attractiveness of the self-sufficient
life to the welfare recipient depends not only upon a
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comparison of the net income available from employ-
ment with that provided by welfare. There are also
other satisfactions, benefits, aggravations and costs
associated with the two alternative ways of life. Work
can provide a sense of identity and a feeling of pride
that comes from knowing one is self-sufficient. Wel-
fare may stigmatize an individual and foster feelings of
inadequacy and low self-esteem. Most jobs broaden
“one's horizons and are a source of enjoyable personal
interactions and friendships. But employment also en-
tails extra costs for clothing, transportation and child
care. Time for housework, family and leisure activities
is lost. Anxieties and tensions may arise from unsatis-
factory child care arrangements or from a difficult job
environment. For the most part, these dimensions are
difficult to quantify, intangible and subject to wide
variations across individuals and job situations.

Policies to Assist the Working Poor

Policies should be adopted to help the low-income
working population both because this group deserves
assistance in its battle to remain self-sufficient and
because such policies are a prerequisite to any effort to
reform the welfare system. Macro-economic policy
must play an important role in this effort. As long as
the nation tolerates a rate of unemployment that is
close to 7 percent, the ranks of the working poor will
be large. In such an environment, many will find them-
selves unemployed for part of the year or confined to
Jjobs with shortened work schedules. Slack labor mar-
kets also keep the real wages of many jobs from rising.
For those earning sub-poverty incomes, the failure of a
pay check to keep pace with inflation is especially
cruel.

But the focus of efforts to help the working poor
must extend beyond a reliance on macro-economic
policy. Steps should be taken in the areas of wage, tax,
and health policy to ensure that those who work do not
find themselves at a disadvantage and that welfare
recipients who make the effort 10 become self suffi-
cient through work improve their circumstances signif-

icantly,

Wage Policy

The ideal way to raise the wages of low-income work-
ers, is to raise their productivity through increased
education, training and job experience. However,
such policies take time and often are not very realistic
for middle-age and older workers. While awaiting the
results of such longer-term strategies, we could raise
and index the minimum wage. From 1962 until 1979, a
full-time, full-year worker could earn enough at the
minimum wage to support a family of three at close to
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or slightly above the poverty threshold." The current
hourly minimum wage of $3.35 would have 1o be in-
creased to about $4.35 in 1987 to re-establish that stan-
dard. This level would be approximately $0.17 higher
than the level needed to restore the purchasing power
that the minimum wage has lost since it was last raised
in 1981.

An alternative would be to tie the minimum wage to
some measure of average wages in the economy. Over
the period 1962 to 1981, the minimum wage averaged
48.2 percent of the average gross hourly earnings for
oroduction and nonsupervisory workers in private
non-agricultural industries. The minimum wage would
have 1o be raised to about $4.36 per hour for this
relationship to be re-established in 1987,

If the minimum wage were tied to the amount need-
ed to support a family of three at the poverty thresh-
old. it would automatically be adjusted for changes in
the cost of living. This might be regarded as inappro-
priate during periods of inflationary shock when the
real wages of other workers tend to fall. Thus, it may
be more sensible to adopt the indexing procedure used
for social security benefits when the trust fund re-
serves are relatively low. Under this procedure, the
minimum wage would be increased each year by the
lesser of the increase in wages or in prices. If the
annual adjustment were made on the basis of wages,
the shortfall relative to prices would be made up when
real wages began 1o grow again.

Over the long run, the relative value of a minimum
wage tied to the cost of living would decline if real
wages and real standards of living rose. This would not
be the case if the minimum wage were tied to some
measure of average wages.

Increasing the minimum wage is no panacea; in fact,
it is a rather blunt instrument for improving the living
standards of the working poor. In 1985, fewer than one
in five workers who were paid at or below the mini-
mum wage lived in a poor family; approximately one in
seven workers earning between $3.36 and $4.35 was
poor. Fewer than one in eight minimum-wage workers
and workers earning between $3.36 and $4.35 lived ina
family with an income between the povengothreshold
and one and one-half times that threshold.?® Thus the
vast majority of those who would benefit directly from
an increase in the minimum wage would not be among
the working poor or near-poor.

Increasing the minimum wage is also a policy that
would raise some difficult tradeoffs. To the extent that
labor costs were pushed up, this policy would be infla-
tionary and could have a small detrimental impact on
the nation's competitive position. Roughly 15 million
workers would be directly affected if the minimum
wage were increased to $4.35; another large group
would be indirectly affected by efforts to maintain



296

wage differentials between minimum-wage and above
minimum-wage jobs. Because of the inflationary con-
sequences and because employers may experience dif-
ficulties accommodating a single large wage increase,
it would be prudent to phase in the new standard over
several years. Four annual increases of $0.37 per hour
would bring the minimum wage to roughly the level
needed in 1990 to support a family of three at the
poventy threshold.

A second difficult tradeoff involves employment.
Faced with a higher cost for labor, some employers
will cut back their workforce or reduce hours. This
impact is likely to have the most effect on teenagers
and others with the fewest marketable skills and the
least solid attachment to the labor force. While the
persistence of high teenage unemployment rates
makes this possibility particularly troubling, it should
be noted that most teenagers (62 percent in 1985) are
currently paid more than the minimum wage.?' Esti-
mates suggest that job opportunities for teenagers
would be reduced by about one percent for every ten
percent rise in the minimum wage. These disemploy-
ment effects may be sofiened a bit by the tightening of
youth labor markets that is expected to take place as
the size of the teenage cohort shrinks over the coming
decade.

Nevertheless, serious consideration should be given
to establishing an alternative minimum wage for teen-
agers. This rate could be limited to high school age
teenagers (18 and under) who generally dv not work
full-time throughout the year. Such a differentiation
would reduce the temptation to leave school before
graduation. A teenage minimum wage could be set at
the level needed to support a family of two at the
poverty threshold—about $3.55 an hour in 1987.

For the past few years, the issue of a youth mini-
mum wage has generated an intense debate in which
proponents have tended to exaggerate its benefits and
opponents have often exaggerated its costs. The na-
tion should not allow this disagreement to further para-
lyze efforts to restore the minimum wage to a level that
can support a family.

Hourly wage subsidies offer an alternative to in-
creasing the minimum wage. The principal eamer liv-
ing in a family with children could be provided a subsi-
dy equal to one-half of the difference between $6 and
the worker's hourly wage rate.® Such a subsidy would
reward work by giving more to those who worked the
longest hours. It would be well-targeted because, per
hour of work, the biggest subsidies would go to those
who were paid the lowest wages. A minimum wage,
full-time, full-year worker would receive a wage subsi-
dy of roughly $2,750 under this scheme.

While wage subsidies have much to recommend
them, they represent a major change in policy that
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might take sever | year to enact and implement. New
mechanisms would have to be established to ensure
accurate reporting of hours. Changes may have to be
made in the tax code to recapture subsidies given to
those whose circumstances improved markedly over

the course of the year,

Tax Policy

The Tax Reform Act of 1986 eliminated the federal
income tax burden on the working poor and greatly
reduced this burden on the near-poor. When changes
are fully implemented in 1988, the income levels at
which families begin to owe federal income taxes will
be above the poverty thresholds for all family sizes. A
mother with two children will not have a positive tax
liability until her income exceeds 143 percent of the
poverty threshold; for a married couple with two chil-
dren the corresponding figure will be 124 percent.

The liberalization of the Earned Income Tax Credit
contained in the Tax Reform Act of 1986 represents a
major benefit for the working poor. This credit, which
is available to families with ciiildren, will be set at 14
percent of family earnings up to $6,200.5 The maxi-
mum credit of $868 will be reduced by $0.10 for every
dollar of income the family has above $9,770. Thus, &
credit will be received by all those with incomes below
$18,470. If this credit exceeds a family’s tax liability,
the credit will be refunded. This will be the case for all
working poor families with children. In 1988, a four-
person family with earnings just at the poverty thresh-
old will receive a payment of $640 or 5.29 percent of its
pre-credit income.

The working poor could be helped even more
through further enhancements of the EITC. One such
improvement would be to provide larger families with
bigger credits through the EITC. Under current law,
the credit does not vary by family size. Thus a family
consisting of a mother and a child with eamnings of
$7,000 a year will receive the same $868 credit in 1988
as a family of six with the same income. If both of these
families were to earn just enough to reach the poverty
threshold for their family size, the two-person family
would receive an EITC payment for $868, while the
larger family would receive only $239.

A straightforward method of adjusting the EITC by
family size would be to increase the credit rate accord-
ing to the number of dependents. A four percentage
point increase for each additional dependent would
add about $250 per additional dependent to the size of
the maximum credit.?* If this adjustment were limited
to dependent children, not spouses or related adults,
the structure of the EITC would reflect the special
difficulties faced by single-parent families.

Several other adjustments could be made in the
EITC to assist the working poor even more. First, the
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EITC could be extended to childless couples and inde-
pendent single individuals. If this were done, there
would be less need to raise the minimum wage to the
levels discussed earlier. Second, the basic credit levels
could be raised above the amounts provided in the Tax
Reform Act of 1986. After the scheduled social securi-
ty tax increases of 1988 and 1990 take effect, the en-
hanced EITC will not fully offset the payroll taxes paid
by some working poor families.” Finally, further ef-
forts could be made to ensure that those who will be
cligible for a refund through the EITC receive that
payment on an advance basis rather than in a lump
sum payment after they have filed their tax retumn.
Currently, fewer than two of every one thousand tax
units receiving an EITC refund obtain their payment
on an advance basis.

Another area of tax policy that could be modified to
provide more help to the working poor is the child and
dependent care credit.?® Single working parents and
families in which both parents work are currently al-
lowed to take a tax credit equal to a fraction of their
eligible child care expenses. Expenditures of up to
$2,400 are eligible for families with one child and
$4,800 for those with more than one child. The credit is
30 percent of the eligible expenditures for families with
incomes below $10,000, 20 percent for families with
incomes exceeding $28,000, and between 20 and 30
percent for families with intermediate incomes.

For the most part, low-income working families
have not utilized the child care credit because, even
with the credit, they can not afford paid forms of child
care. The credit has largely helped the middle class. In
1983, fewer than one out of ten beneficiaries of this
credit had an adjusted gross income below $10,000;
less than one percent of the total tax expenditure bene-
fited such low-income families. With the increase in
the tax thresholds, the child care credit will cease to
benefit any of the working poor.

Two changes could make this credit of some value
to the working poor. The first would be to raise the
percentage of expenditures that can be credited from
30 to 50 percent for those in the lowest income brack-
ets. The second would be to make the credit refund-
able. This would ensure that the working poor receive
some benefit from this provision of the tax code once
the Tax Reform Act of 1986 is fully implemented.

Reforms in state tax policy could also help the work-
ing poor. Tax thresholds for most state income taxes
are far below the poverty thresholds. Increasing num-
bers of working poor are finding themselves with state
tax liabilities. Between 1980 and 1983 the number of
poor families that paid state income taxes increased by
30 percent.

States should take their cue from federal policymak-
ers and raise the income levels at which families first
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begin to owe taxes to levels that are above the poventy
thresholds. The next few years are a good time to
undertake such reforms. The changes in federal tax
policy will affect the income tax revenues of 44 states
and force many to review their tax codes.?” Thirty-four
states will see their revenues increase as a result of the
new federal law. A portion of this windfall should be
directed at providing tax relief for the working poor.

Health Policy

Roughly 15 percent of the population has neither pub-
lic nor private health insurance coverage.®* Low-in-
come workers and their families make up a large share
of this population. Their situation contrasts sharply
with the adequate medical protection provided to wel-
fare recipients through the Medicaid program. While
steps should be taken to provide the low-income work-
ing population with more adequate protection against
large health expenditures, all of the mechanisms for
accomplishing this objective have some serious draw-
backs.

In the past few years, the strategy that has been
foliowed has been to extend Medicaid benefits to in-
creasing numbers of low-income persons who are not
welfare recipients. The most recent, and potentially
far-reaching, expansion of this sort was contained in
the budget reconciliation act for fiscal year 1987 (PL
99-509). Under this legislation, states will have the
option of extending Medicaid to all pregnant women,
and children up to the age of five, who live in poor
families.” Thus, Medicaid coverage need no longer be
limited to those receiving AFDC, those living in cer-
tain family structures and those with large medical
expenditures. However, many states may not be able
to take advantage of this option because they do not
have the resources to pay their share of the costs.

Recent legislation has also extended Medicaid cov-
erage to families who lose their AFDC eligibility due to
increased income from work or child support. The
Deficit Reduction Act of 1984 (PL 98-369) lengthened
the period of Medicaid protection for those with in-
creased earnings from four to nine months and allowed
states the option of an additional six-month extension,
It was hoped that this would make welfare recipients
more willing to seek jobs because they would know
that they would not lose their public health insurance
protection until they were well established in the work-
force. The Child Support Enforcement Amendments
of 1984 (PL. 98-378) required states to extend Medicaid
coverage for four months to those who lose their
AFDC eligibility because of increased child support
payments.

The strategy of extending Medicaid to increasing
numbers of low-income persons raises a number of
problems. First, it is a relatively expensive approach
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because Medicaid provides fairly comprehensive pro-
tection and few incéntives for providers or paticnts to
restrain their use of services. Second, this strategy
raises questions of faimess; some low-income workers
are given free Medicaid coverage because they do not
have employer-provided health insurance, while oth-
ers of equal means may have a less comprehensive
work-related plan which requires a moderate employ-
ee contribution, coinsurance and deductibles. Third,
those employers that offer group health plans may be
tempted to drop them if a significant fraction of their
workforce is eligible for an expanded Medicaid alter-
native, .

One way of extending Medicaid to more of the low-
income, uncovered population while minimizing these
problems would be to permit thos® who do not have
employment-related insurance to “‘buy into" Medic-
aid. Such participants would be required to pay a
monthly premium as well as deductibles and coinsur-
ance. The fees could be keyed to family income or
could be set at flat rates as they are in private policies.
Because of the expense involved. many may still
choose to go without health insurance. The public
costs of such a program could be very high if those
who do opt to “‘buy in"" do so because they have more
serious health problems.

A second strategy for providing more adequate
health insurance to low-income workers is to encour-
age more employers to offer health insurance plans,
enrich the benefits of existing plans and extend them to
dependents of their workers. This could be done
through tax subsidies or regulation. The former may
not be very effective because many of the employers
who do net-offer health insurance or who provide
marginal policies are small firms, new firms or finan-
cially weak companies, all of which tend to have low
or no tax liabilities.

Several recent policy initiatives have opted for the
regulatory approach. The fiscal year 1986 budget rec-
onciliation act (PL 99-272) requires businesses with
more than 20 employees that have group health plans
to extend coverage to the widows and divorced
spouses and dependents of workers for three years;
workers who have quit or been laid off can receive
insurance for up to 18 months. Few may take advan-
tage of these options because the participants must pay
the full cost of the plan plus a 2 percent administrative
fee. The fiscal year 1987 reconciliation act (PL 99-509)
will extend health insurance coverage to more uncov-
ered part-time workers. It requires employers that of-
fer group policies to extend insurance to all employees
who work more than 17.5 hours a week.

For the most part, the regulatory measures that have
been enacted have been incremental. A more radical

regulatory approach would require all employers to
offer their employees a basic health insurance plan that
met some minimal standards. The regulations would
have to specify the proportion of the premium that
would be paid by the employee, the provisions for
family coverage, and the conditions under which an
employee could choose not to participate. If the em-
ployee contributions were significant and the partici-
pation voluntary, many low-income workers might
choose to go without insurance. If the employers had
to pay a significant amount for this coverage, there
could be disemployment and inflationary repercus-
sions from such a mandate. Small firms, new firms and
employers with high worker turnover would encounter
difficulties meeting a mandate to provide a group
health plan.

State insurance pools represent an alternative that
could overcome some of these problems. Under this
approach, each state would be required to establish an
insurance pool that would provide health insurance to
all workers who were not covered by employer-pro-
vided plans. The public insurance plans could vary
from state to state and would provide only very basic
hospital and major medical protection.

The pools could be supported by an employer-paid
payroll tax similar to the unemployment insurance tax.
This tax would be levied only on the wages of workers
who were not covered by an employer-provided plan
that met certain minimal standards. Thus, employers
would have an incentive to provide their own policies.
The tax rate could be kept at 2 moderate level if many
of those whose wages were in the tax base did not
actually utilize the insurance because they were cov-
ered under the more liberal policies of another member
of their families. Over one-third of the workers who do
not have employment-related health insurance are
covered under a policy of a parent or spouse. The
insurance provided through the state pools could be
extended to those receiving unemployment benefits if
these payments were subject to the new health insur-
ance payroll tax.

Extending health insurance to more of the low-in-
come working population is a difficult and expensive
undertaking. It is difficult because of the complex way
in which health insurance is currently provided. Em-
ployers, unions, voluntary organizations, individuals
and government programs all play a role. New pro-
grams should not induce these players to reduce their
current efforts. It is expensive because health care
costs are very high. The health insurance enjoyed by
most professional workers costs between $750 and
$2,000 a year for the employee and more for family
coverage. For some employvers, such an expenditure
may represent a prohibitive increase in the cost of
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labor, particularly for a low-skilled worker in an indus-
try facing international competition. For the low-wage
worker, struggling to make ends meet, the cost of
health insurance may be equally unaffordable. While it
is reasonable to expect both low-wage workers and
their employers to bear part of the burden for health
insurance, some public resources will have to be ex-
pended if adequate health protection is to be extended
to a substantial fraction of the low-income working
population.

Conclusion

The effort to reform the welfare system has focused
attention on work and self-sufficiency. This is certain-
ly a positive development. It reflects a rencwed con-
viction that many welfare recipients can and should
participate in the economic mainstream. It also reflects
society's willingness to devote more resources to fa-
cilitate this participation.

However, the shining hope of self-sufficiency for
welfare recipients should not blind us to the bleak
reality faced by many low-income workers who are
not welfare-dependent. Despite their best efforts,
these workers and their families often lead lives with
no more material comfort than that provided by a
welfare check. They have been largely neglected by
public policy which has focused on the dependent poor
and the politically powerful middle-class.

Policies can be developed to assist this group who
are striving to remain self-sufficient. These policies
will not only help the working poor, but aiso will serve
to motivate welfare recipients in their effort to become
more self-sufficient.
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avalable through 1985:the latest published data for indviduals and familves
below 128 percent of the poverly thresholds are available for 1984 (P-60,
No 152 and 154).

2 his |mpomm to remembev that most persons uho work at low-wage
jobs are not d poor, b they live in families in which other
members have ers~4 or unearned income.

3. Sheldon Danaziger and Peter Gottschalk, **Work. Poverty and the Work-
ing Poor: A Multifaceted Problem.” in U.S Depaniment of Labor, Monihly
Labor Review, September, 1986,
4. Barry Bl und B H *The Great Amencan Job Ma-
chine: The Prohferation of Low-Wage Jobs wihe U.S. Economy”, Paper
prepared for the Jont Economic Commuttee of the U.S. Congress, I)eccm
ber, 1986. The fractions of jobs that paid less than $7,012 (1984 dollars),
which is about 85 percznt of the poveny level for a family of three. were as
follows:

1973 1979 1984
All jobs . 31.8% 30.4% N.4%
Full-time, full-year jobs 5.4 41 6.0
Jobs held by worker,
no H.S. diploma 4“3 0.7 3.6

5. All of the discussion of earrungs in this paper assumes that the worker is
paid for 2080 hours per year. For this to be the case, the worker would have
10 enjoy paid holidays, vacation time and sick leave. Many low-wage jobs
do not offer such benefits.

6. This estimate does not include thou who are worlun. at !ulloume )obs

that have reduced hours b

part-time workers see Thomas J. Nnrdonc Panumwotke:, whonn

they?,” U.S. Department of Labor, Monthly Labor Review, February

1986, volume 109, Number 2.

7. Eight states have, as pan of their income tax codes, sales tax credits for

low-income Laxpayers. Ofien, these credits are limited to the elderly and

the puucwluon rate is thought to be low. See Table 62 of Advisory

} Relati gmﬁaw Features of Fisce!

chmlum. IO&S-&S Wuhmcton D.C. February 1986,

8. All of the estimates in this paper which n(enod;ufoﬂheym 1986

and beyond assuine that the year-to-year rise in the CPI will be 2 percent for

1985 10 1986 and 3.5 percent for the following years.

9. Tthrerunddedwtbeuxcodem 1975. In 1986, it provided
with d hildren with a credit equal to 11 percent of the

first § ss.ooo eamings. The maximum credit of $550 was reduced by 12.22

cents for each dollar of adjusted gross income above $6.500. Thus, taxpay-

ers wn‘: mned gross incomes above $11,000 were not eligible for the

relies on the analysis of of the poor by
EumS\mkandPnquwnm“mnm:onol‘me Poor and Lower
Income Workers," in LaddmOu:ofPovmy A Rrpono/dnhopaoadu
V:cl/m of Families, Jack Meyer, editor, A

11. Daniel R. Feenberg and Harvey S. Rosen, **State Personal Income and
Sales Taxes, 1977-1983,” in Saudies in Sisse and Local Public Finance,
Harvey S. Rosen, editor, Nationa) Bureau of Economic Research, Univer-
sity of Chicago Press, 1986

12. Many low-wage workers who are not covered by health insurance
through their place of work are covered by a work-related policy held by

unoﬂmmembcrohhc:rfnndy SeeUS Bureau of Census, Current
Population R “Ch of Households and Persons Receiv.

eports,
inz Selected Noncash Benefits: 1984, P-60. Number 150, Washington,
November 1985.




300

13. Pamels J. Farley. “*'Who are the Undennsured?,” Mubank Memonal
Fund Quarteriv:Heolth and Sociery. Volume 63, No. 3, 1985 provis esti
mates of the undennsured by income level and employment status

14. In 1984, the per reciprent expenditure was $875 for an AFDC adult and
$412 for un AFDC chuld. See Commutice on Ways and Means. U.S House
of Representatives. Background Matenal and Data on Prc grams Within the
Jursdicuon of the Communiee on Ways and Means 1986 Edinon, WMCP 99-
14, March 3, 1985.

IS. The Deficit Reduction Act of 1984 (PL 98-369) extended Medicad
coverage 10 firsi-time pregnant women, pregnant women in two-pasent
families 1n which the principal camer was unemployed and children up to
five years old who were bom after October 1, 1983 1f they met the AFDC
income and resource nmits but were not ehipible for AFDC because they
Jid not meet other ehpbility cntena.

16 Most low-ancome working families who become elble for Medicad
under the “medically needy' classification are female-headed famihes A
restnction, which imits AFDC-U ehgibiiity to two-parent families in which
the pnncipal earner works less than 100 hours per months. excludes most
such warking-poor families

17. The estimates asre for 1985, For the working famuly | they include federat
ncome and pavroll tanes, the EITC. state income taxes (1 9% percent
aversge ratc), food stamps and out-of-pocket medicat expenses of $1.4K)
The resources availabic to the wellare family are 1aken from unpublhished
estimates prepared by the Commitiec on Ways and Mzany. U S Housc of
Representatives.

1% The most recent natonal figures on the detaled charactenstics of
welfare recipients are for 1979, See, U.S. Depanment of Health and Hu-
man Services, “Aid to Families With Dependent Children. 1979 Recipient
Charactenstics Study  Part 1. Demographic and Program Statistics,™
Washingion. D C., March 1982

19. The full-time, full-year eartungs of a mummum-wage worker relative to
the poventy threshold for a famuly of three for the 1960 to 1986 penod were
as follows:

1960 8% 1967 108 5% 194 98 6% 1981 9% 1%
1961 NI 1968 ng? 1978 1017 1982 906
1962 8 1969 His 1976 1084 198) e
1963 100 7 1970 1074 " 9o 1984 82
1964 1089 197 103.1 1978 106 0 1985 813
1963 103 4 1972 %7 1979 1043 et 97

1966 94 ¥ W 1980 %2 *eatimate

20. The Congresvonal Budget Office. “"The Mimmum Wage Ity Relation.
ship 10 Incomes and Poverty.” Staff Working Paper. June 9%

21 Gary Salon, “The Mimmum Wage und Teenage Employment A Re-
analysis With A 10 Senat Corvel and S ality.”” The Jour-
nal of Human Resources. Volume 20. Number 2. 1985.

22 Thus plan has been proposed by Robert I. Lerman, **Separating Income
Suppont from Income Supplementation.” The Journal The Insituie for
SocwoEconomic Studies. Yolume X, Number ). Autumn 1985 For a full
discussion of these types of plans, see David Betson and John Bishop.
“Wage Incentives and Distnbutiona) Effects.” in Jobs for the Dusadvan-
iaged. edited by Robent Haveman and John Palmer. The Brookings Insutu-
ton, Washington, D.C., 1985,

23 Al of these figures for LIRS, the first year in which the full enhancement
of the EITC will 1ake effect. are esumates The Tax Reform Act of 1986
specifies that the credit will apply 10 the first $3,714 of carmnings and will be
phaced-out at incomer over $9.000, Boti of these figures wid be sndened for
inflatton occumng after August 31, 19%4

24 The proposed E1TC rates would be 14 percent for one dependent chikd.
18 percent for two, 22 percent for three, and 26 percent tor four or more

25 This will be true (or poor famibies with eamed incomes of at feast
$10.537 To be poor. such families would have to have at least four mem-
hery

26 This credit will be referred o as the child care credit even though tax.
payersare elgible for i 1f they have either dependent children under the age
of 15 or dependent adults or spouses who are physically or mentally
incapable of seif-care

27 Based on unpublished wable prepared by Carolyn Lynch, Advisory
Commussion on Intergovernmental Relatons, December 1. 1986

28. The U.S Census Bureau's Survey of Income and Program Parucipa-
uon (SIPP} found thal, during the third quarter of 1985, 13.5 percent of the
population had no insurance coverage. Of those under age 65, 15.2 percent
were uninsured. In 1983, when the unemployment rate was higher, 17,1
percent of the non-aged populauon lacked health insurance.

29. The benefits for pregnant women would be hiruted to pregnancy-related

services and would end 60 days after buinth. Coverage for young children
would be phased in by inciuding only chuldren bom after October 1, 1987.




301

Senator BRADLEY. Mr. Lerman, would you say once more, suc-
cinctly, what are your thoughts on child support assurance?
Professor LERMAN. My first comment on the medical?

Senator BrRADLEY. If you disagree.
Professor LERMAN. N I just wanted to extend the point that I

mentioned regarding th ‘.ealth area. I think, there, what we don’t
want to do is extend a welfare-oriented system, it seems to me.
Rather, we want to move to a more mainstream system, so that
even people on welfare may seem like they are in types of pro-
_grams——HMO’s and insurance-type plans—that working people are
in,
My proposal for dealing with that is to have states have a range
of providers, as employers do now. And then when people get jobs,
they would pay a part of the premium, as Bob mentioned, but that
we could perhaps finance a good deal of this by having a contribu-
tion from those employers who don’t now provide health insurance.

Now, many times in states, what we do is, to cover the uninsured
we have these pools that current employers who provide health in-
surance have to contribute more. Their insurance rates go higher.
So, I think that that would be one way of handling it. Still, the de-
tails need to be worked out.

As far as the child support assurance, the basic idea—you are fa-
miliar with the Wisconsin model, I presume. -

Senator MoyNIHAN. Yes, we are.

Professor LERMAN. Well, 1 applaud the Wisconsin model. I hope
it goes forward. I like it. The one thing that I am a little hesitant
about is the fact that for one child the assured benefit is $3000.
Now, they also have a provision which says that the father, the
absent father, must pay, if he has one child, 17 percent of his earn-
ings. And that would require that that absent father make some-
thing like $18,000 a year. Now, that is well above what, say, 30-40
percent of such fathers make, and I think that changes the nature
of the program.

What you want to tell people regarding this program is:

Here is a program which pays people an assured benefit, only to the extent that
the state has failed to either establish paternity, to establish an agreement, or to
collect the payment.

Now, if you set the benefit very high, what you are saying is,
“Well, we are also making an income-supplement program out of
it.”” In other words, “We aren’t collecting it just because we failed
to collect; because, even at realistic levels of what he would earn,
we wouldn’t have collected that much.” That was my only amend-
ment to the Wisconsin model.

Senator BRADLEY. But you are not advocating lowering the per-
centage?

Professor LERMAN. No, not lowering the percentage, but not
trying to do everything with the assured benefit. I think we need
this combination approach.

Senator MoyNIHAN. I would like to spend another hour with the
three of you, but two distinguished governors have arrived, dug out
of their various snowbanks, and we have our very good friend
Gerald McEntee here.
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Don't go away. I am going to ask each of you if you would do
something for the committee.

The largest new source of revenue, coming out of Mr. Mead’s no-
tions in ‘“Beyond Entitlement,” and so forth, is this whole question
of child assurance that Senator Bradley was just talking about.

Would you write us a judgment of what we could realistically
expect to pick up in revenue if we really start getting serious about
this, and giving states standards that they have to meet, and how
you might suggest it could be done? We have to be realistic about
our budget situation. And also, we are not doing this just as a
matter of funds; we are doing it as a statement of principle. I
mean, if you bring children into the world, you have responsibility
for them.

I have a dear friend who was President Johnson’s principal advi-
sor on educational matters. He recently said that in their family
the rule is, “By the time you are 40, you're on your own and out of

. the house.” But they are not sure they are going to pull it off.
[Laughter.]

Gentlemen, we thank you very much.

I see Senator Danforth is here, because his distinguished Gover-
nor has arrived as well.

Would Governor Kean and Governor Ashcroft be generous
enough to let Mr. McEntee testify first? He has been here most of
the morning, and I know you know him, and I am sure you will
want to hear what he has to say.

Senator Danforth?
Senator DANFORTH. No, I just wanted to say a word about Gover-

nor Ashcroft, Mr. Chalrman, but another witness is coming first,
and I will just wait in line. -

Senator MoyNIHAN. That is very generous of you

And a very good morning.

STATEMENT OF GERALD W. McENTEE, PRESIDENT, AMERICAN
FEDERATION OF STATE AND COUNTY MUNICIPAL EMPLOYEES,

WASHINGTON, DC

Mr. MCENTEE. Good morning.

Mr. Chairman, I know you want everyone to be brief, and when I
see that red or yellow light come on, I want everyone to under-
stand that I am also here for Bob McGlotten, who is late, so I have
the proxy of the AFL/CIO with me today, and I would hope that
that would, in essence, give me a few more minutes, Mr. Chairman.

Senator MOYNIHAN I just thought how much luckier you are
than if you were appearing before the Supreme Court. When the
red light goes on at the Supreme Court, they just get up and walk
out.

Mr. McENTEE. I just don’t want to be hooked.

Senator MoyNIHAN. No, sir.

Mr. McENTEE. I want to stress at the outset that effective and
equitable welfare reform requires an active federal role and a
major commitment of federal resources. It would be ironic if a lack
of will to make the necessary investments jeopardized welfare
reform, because consensus seems to be, for the first time, emerging
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around some key policy objectives, among them the importance of
work opportunities.

This is appropriate, since family economic independence is the
desire and goal of public officials, welfare recipients, indeed, all
Americans.

In addition, our nation’s future productivity may well depend on
our willingness to make significant human capital investments in
our welfare population. By the year 2000, we could be facing a
labor shortdge, with much of our labor force growth occurring
among minorities, immigrants, and women. These groups are more
prone to ending up on welfare sometime during their lives and lack
the skills needed for the jobs of the future. .

Therefore, we urge you to adopt a comprehensive and flexible
education, emploi'lment and training program, based on individual
assessments. It should give the states considerable latitude to es-
tablish a wide variety of activities, including job placement, reme-
dial and vocational education, and job training.

A welfare/work plan also needs a strong family-support strategy.
The potential loss of health coverage and the lack of child care and
transportation can rule out work as a viable or rational choice in
many cases.

One issue likely to generate considerable debate will be whether
individuals should be required to participate in work and in train-

ing.

AFSCME opposes mandatory work requirements. Voluntary par-
ticipation is better, for several reasons.

First, success is more likely if we start out by doing a good job
with a manageable number of motivated volunteers. A successful

rogram, in turn, will attract more volunteers and political support
or program expansion. That is the lesson of ET in Massachusetts
and Headstart at the federal level.

Second, ‘a mandatory participation requirement for mothers of
young children can end up hurting the children the most. Even
though many women with children work, it is not easy to juggle
parental and job responsibilities. The fragility of child-care ar-
rangements, frequent early childhood illnesses, and unsympathetic
employers can put a mother in the untenable position of choosing
between economic security and the wellbeing of her children.

Welfare-dependent families are especially vulnerable during such
times, because they do not have the resources to fall back on that
better-off families have.

We already have a serious shortage of safe, affordable, and acces-
sible childcare in the country; it would be tragic to overburden an
already fragile childcare infrastructure. Doing so could lead to infe-
rior placements or, worse yet, a growth in latchkey arrangements.

Finally, there is a further danger that mandatory participation -
rules, combined with a strong emphasis on placements, could lead
to the more limited and expedient approaches of job search and
welfare. This is even more likely if the employment and training
services are underfunded. -

AFSCME supports real training programs, with a limited work-
experience component, that offer a chance for paid jobs with a
future. We also support subsidized jobs that give participants em-
ployee status, with wages, benefits, and rights equal to those of
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comparable nonsubsidized employees. But we do not support work-
fare programs in which recipients of iovernment assistance work
in exchange for their grants without the benefits and dignity that
go along with being an employee.

For one thing, this approach sends the wrong message about
work. It makes work a punishment instead of an opportunity. An
unskilled welfare recipient forced to work off his or her grant may
satisfy certain political objectives, but his or her prospects for es-
cag}ng a life of welfare dependency are not very good.

orkfare also creates pressure to substitute and displace perma-
nent jobs with decent wages and benefits. AFSCME has had consid-
erable experience with subsidized work activities under CETA and
Workfare. I can tell you that substitution is very hard to prove,
even when you know it is happening. We have won several arbitra-
tion awards.

In general, though, litigation has not proven to be a timely or
satisfactory way of enforcing statutory protections against substitu-
tion. A 1986 court case in Lackawanna, New York demonstrates
the problem. The case involved 26 laid-off employees, and one of
them even went on welfare and was assigned to work off his grant
doing the same kind of maintenance work he had performed as a
city worker for three years. The judge, however, was persuaded
that management’s claims of fprevious overstaffing and a revenue
shortfall due to the closing of a Bethlehem Steel plant were evi-
dence that the town had not substituted in that case.

Mr. Chairman, I want to call your attention to the affidavit of
Samuel Chini in that case; it is attached to our testimony and
speaks forcefully to the unfairness of Workfare.

Despite losses in the courts, AFSCME believes that substitution
is inevitable. This is especially true where a large program exists
for a long time. The result is a policy that creates a working under-
class, further erodes decent paying jobs, exchanges one group of
low-income and unemployed people for another, and diminishes the
quality of public services through the recycling of people in and out
of public work.

If the substitution effect can be elusive, there can be no doubt
that Workfare creates a working underclass in the public sector.
Essentially, it is CETA on the cheap. The so-called “pay” for PWP
workers in New York City was established more than 10 years ago
and has never been raised. It is about half the hourly rates of their
Civil Service counterparts. In addition, PWP workers have no Jjob
riihts, no benefits, and no access to the grievance procedure like
other workers.

The courts have consistently denied Workfare workers the right
to wages, benefits, and bargaining unit representation because they
are not “employees,” even though they perform regular entry-level
work for that employer. It is ironic that many who attacked CETA
for creating make-work dead-end jobs today claim that Workfare
provides useful public services and enhances the dignity of the par-
ticipant. The fact is that in San Diego, New York, and West Virgin-
ia many of the Workfare slots used to be CETA slots.

Perversely, it seems, only a job with equal pay and benefits is
“make-work.” That makes no sense. If a job is worth doing, the
people doing it deserve equal treatment.
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Mr. Chairman, an alternative strategy of intensive training and
education of course is much more costly and complicated than
Workfare and Jobsearch, and the job placement payoff may not be
as quick; but in the long run, the basic objective of helping welfare
recipients achieve economic independence requires a strong focus
on education, skill development, support services, and placement in
unsubsidized jobs. And to the extent that government money is
used to subsidize work activities, an equitable, rational welfare
work plan also requires enforceable anti-substitution protections
and a recognition that work assignments are worthwhile through
the provision of employee status with equal pay, equal rights, and

equal benefits.

Thank you very much.

Senator MoYNIHAN. One of the problems with Gerald McEntee
is, he is often ambiguous—have you noticed that?

Senator BRADLEY. You never know where he stands.

Senator MoyNIHAN. You never know where he stands on some of

these things. [Laughter]

Well said.

Senator Bradley?

Senator BRADLEY. Thank you, Mr. Chairman.

Thank you so much for your testimony, Mr. McEntee. Are you
familiar with the Work Opportunities Retraining Compact which
was introduced last year in the Senate by Senator Moynihan and
in the House by Congressman Levin, with the Senator from New
Jersey as the prime cosponsor and Congresswoman Kennelly in the
House as the lead co-sponsor?

Mr. McENTEE. Specifically? No.
Senator BRADLEY. It provided work and education and child care

in a match program, but it left the option open for the state, if it
chose to, to attach some work requirements to it. Are you opposed
to any flexibility on the work requirement issue left with the
state—not a federal requirement, but left with the state?

Mr. McENTEE. I guess we are kind of afraid of it. First of all, we
think it should be voluntary, and then we are kind of afraid that it
builds up such major expectations; it is going to be able to place all
of these people in a relatively short period of time. And that kind
of frightens us, those great expectations.

We would rather see a voluntary program, and the voluntary
program would almost provide a step-at-a-time kind of process and
not raise the expectations of these people.

Senator BRADLEY. Did you hear the testimony of Mr. Mead which
immediately preceded your testimony, where he made the point
that he felt the obligation requirement was central to moving
people up to a higher income level, that many wouldn’t seek the
education and training if it wasn’t a requirement that they seek it?

Mr. McENTEE. It is not a requirement in Massachusetts, I don’t
believe, with their ET program. And I don’t know that that has to
be an essential part of the program, that it is mandatory. We
think, with a voluntary program—we think the people basically do
want to work, that basically they do want those jobs, and that you
will have, more volunteers than you can handle.

Senator BRADLEY. All right.
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One last question, and that is: Do you have anK thought for us
about the Medicaid eli.Fibility and how someone who reaches a cer-
tain income level suddenly drops off Medicaid eligibility, and you
have a class of workers who are $2-3-4-5000 the other side of that
cutoff, and there aﬁpears to be a real disparity between the health
care provided for the two groups? Do you have any thoughts about
-the Medicaid trade-off?

Mr. McENTEE. I just think it would frighten the hell out of those
people, and that they would rather remain on welfare rather than
give up that kind of protection. That is such an essential compo-
nent in developing an entire program.

Senator BRADLEY. Thank you very much.

Senator MoyNIHAN. Thank you.

Senator Danforth?

Senator DANFORTH. No questions, Mr. Chairman.

Senator MoyNIHAN. Can I say, sir, first of all, we appreciate very
much your proposition about state latitude. I mean, we have had a
succession of governors coming in with really extraordinary, new,
interesting programs they want to put in place, and what they are
asking for is that we give them the opportunity to experiment, and
with an understanding that you are not going to pull up that sap-
ling every six months to see if the roots are growing, that it is
going to take some time. It is going to take some waivers, it is

oing to take some patience, and it is going to take some good
umor.

This onetime Assistant Secretary of Labor is very much aware of
this question of substitution. And I see Mr. Chini's affidavit here.
He was working for the City of Lackawanna, got laid off, and the
next thing you know he was back in the same job at the City of
Lackawanna, only without the rights and without even being an
AFSCME member.

One of the things to be noted, sir, is that now in the fourth of
five hearings we have heard a great many things in this room in
the past six weeks. No one has come down here with that old talk
about, “They’ve got to work,” and, “They are lazy,” and, “They
won’t,” and, “They will.” I mean, that is not the way we are think-
ix}:gtabout this. We are not talking that way, we are not thinking

at way.

We agsolutely agree with you that the idea that you have to
make people work is so fundamentally wrong; and yet, we want to
give them the opportunity to work. People want to work.

The proportion of the population in the workforce today is the
highest it has been in American history. How many are actually in
the workforce? Sixty-four percent. We have never had that before.
For a long time there was what the economists used to call “the
great ratio,” that from 1900 when everybody was on a farm to 1960
when nobody was on a farm, from 1910 when kids worked in coal
mines to the time when nobody worked in coal mines, some 57 per-
cent of the population was in the workforce. Then suddenly this
has gone up to 64, like that. And be assured we are with you on
these matters.

Mr. McENTEE. The Senator from West Virginia hit on a very im-
portant point: What do you do in a State like West Virginia where
you train these people, and in the private settor there just aren’t
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the jobs to absorb these people? What concerns us in that regard is
that, if it is a program-of such great expectation, then there is this
movement of these workers because of no jobs in the private sector
into the public sector, which will cause a measure of substitution.

In New York City, for example, we have had 5-10,000 people
doing the exact same jobs of civil service workers that are working
off their grants in terms of welfare. We don’t argue with the move-
ment into the public sector, but if the job is there, and if the job is
fv_yorthwhile, then pay the people the rates of the job and the bene-
its.
Someone was talking about the morale of just working. Well, I
would like to reverse the coin a little bit and talk about the morale
of the person that is working off the welfare grant, and working
next to somebody who is paid about $5 more an hour, with a health
plan, with a union representing them, and with fringe benefits.
And, because they are something else or something different, they
are paid at this other rate, whatever that happens to be.

Senator MoyNIHAN. That is bad labor policy, bad management
policy, bad welfare policy, bad social policy.

Mr. McENTEE. Bad national policy.

Senator MoyNIHAN. And bad national policy.

We thank you very much, sir.

Mr. McENTEE. Thank you, Senator.

Senator MOYNIHAN. And give my regards to Bob McGlotten. I
gather he is under a snowbank somewhere.

Mr. McENTEE. He is under the snow.

Thank you.

Senator MoyNIHAN. Thank you very much for being here.

[The written prepared statements of Mr. McEntee and Mr.

McGlotten follow:]
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Mr. Chairman, my name is Gerald McEntee, and I am President
of the American Federation of State, County and Municipal
Employees (AFSCME). I am pleased to have the opportunity to
appear here today on behalf of AFSCME's 1.1 million members
across the country.

Many of AFSCME's members help run America's welfare system.
They are on the front line every day coping with complicated
rules, heavy caseloads, and the personal despair of poverty.
Thousands more staff the employment service offices which have
played an important role in the work incentive (WIN) program.
Many others are only one step beyond poverty themselves, having
left the welfare roles during the great expansion of state and
local government services from 1965-1980.

As Laxpayers, AFSCME members deplore a welfare system that
fosters dependency. They know that people want to work for a
living and believe that welfare recipients who are able to work
should be helped to get and hold a job,

AFSCME has had a longstanding commitment to employment and
training assistance as one of the best ways to give the
unemployed an opportunity to compete in the marketplace and to

work at decent jobs. The union was instrumental in restoring WIN

funds in 1982. We worked hard for the 1983 jobs stimulus
legislation with its $200 million Title XX increase that restored
some of the day care services for working parents that were lost

in 1981, AFSCME leaders also have been heavily involved in the
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state welfare~to-work experiments launched under the WIN
demonstrations,

At the same time, because AFSCME represents employees who
provide government services and who can be affected by them, we

have sought to protect our members from adverse impacts from

government jobs programs. Thus, we supported the Comprehensive

Employment and Training Act public service employment program
while also seeking to protect the job security, employment rights

and benefits of public employees. We have had the same

objectives with the WIN demonstration projects.
Welfare reform is once again on the national agenda. This
time we are just beginning to emerge from an anti-government
period that is unprecedented since the Great Depression,
I want to stress at the outset that effective and equitable
welfare reform requires an active federal role and a major

commitment of federal resources. President Reagan's proposal for
¢

state demonstrations is a copout. It ducks the obvious need for

a complex strategy requiring significant new investments. Worse

yet, these “welfare reform®™ experiments look like a further step
toward finishing off many major federal domestic programs by

devolving them to the states.

"New Federalism" proposals such as those in legislation
advanced by Senator Evans and Congressman Downey, seek to raise
money for AFDC improvements by turning back to the states such

federal programs as mass transit, community development, and
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pollution control. This approach merely passes the buck to the
states to raise money for programs which, in fact, are necessary
complements to AFDC reforﬁs to telp reduce dependency.

After six years'of federal retrenchment and four years of
"economic recovery", poverty and unemployment are intolerably '
high in many parts of the country; most newly-created jobs pay
near-poverty-level dages, and the states, which have shouldered

ever increasing federal responsibilities, have growing fiscal

pressures of their own. Clearly, we need more aggressive federal

leadership. 1Indeed, recent polls show a growing public

willingness to support an activist government again.

It would be ironic if a lack of will to make the necessary

investments jeopardized welfare reform because there appears to

be a consensus emerging around some key policy objectives. Among

them is the need to'promote family stability and responsibility.

AFSCME supports achieving this goal through more effective child

support enforcement, extending AFDC to all two-parent families,

and establishing a national benefit standard to agsure a minimum

level of economic security for poor children and their parents,

"Work"™, the subject of today's hearing, is a major forus of

the current welfare reform debate, This is appropriate sinces

family economic independence is the desire and goal of public
officials, welfare recipients, indeed all Americans.
The demographics of the welfare population and future labor

force trends make it imperative that an AFDC work strategy create



the gind of comprehensive and flexible education and training
program needed for a productive workforcé, A singular focus on
punitive work requirements must be avoided.

Recent research clearly shows how diverse the poor are. For
exémple, we know that there is a high rate of normal caseload
turnover. Half of all welfare cases end in less than two years,
Only one-sixth of all welfare cases last eight years‘or more.
Although those who live in urban welfare ghettos are highly
visible, they make up only a small percentage of the AFDC

population. 1In fact, the persistently poor are more likely to be

found outside large urban areas.

If the demographics of the AFDC population are not
persuasive enough, I would call your attention to the fact that
by the year 2000 we could be facing a labor shcrtage. And much
of our labor force growth will be among minorities, immigrants,
and women -- groups which are more prone to ending up on welfare
sometime during their lives., They also lack the skills needed
for decent jobs and face discrimination in the workplace. At the
same time, however, future jobs will confinue to require higher

skills and be in the service sector.

In short, Mr. Chairman, the welfare population of today may
be a mainstay of our workforce tomorrow. Our nation's future )
productivity may well depend on our willingness to make
significant human capital investments in this welfare population.

With these facts in mind, we urge you to adopt a flexible
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employment and training program basea on individual assessments.
It should give the states considerable latituvde to establish a
wide variety of activities, including job placement, remedial,
and vocational education, and job training. Job placements
should not be éhe only measure of program success. Equally
important, especially for long-term recipients, is educational
advancement.

A welfare work plan also needs a strong family support
strategy since the entire family is affected when the parent
leaves home to work, go to school, or participate in training.
The potential loss of health coverage and the lack of child care
and transportation can rule out work as a viable or rational
choice in many cases,

Iﬁ the health area, in particular, we need to work on ways
to bridge the gap between Medicaid and employers with co;etage.
Congress took an important step in this direction last year by
allowing states to offer Medicaid to pregnant women and children
up to the age of f}vé in families below the poverty line., We
should mandate and broéden this coverage.

One issve likely to generate considerable deSate will be
whether individual participation should be voluntary or
mandatory. Increased workforce participation by women and the
concept of reciprocal obligations are today's justifications for
mandatory participation rules.

AFSCME opposes mandatory work requirements. Voluntary

partiéipation is better for several reasons.,



814

First, success is more likely if we start out by doing a
good job with a manageable number of motivated volunteers. A
voluntary program can allow and challenge the states to strive
for excellence instead of forcing them to focus on how to meet a
legal requirement to serve all or a certain percentage of the
eligible population with what is likely to be limited funding.
successful program, in turn, will attract more than enough
volunteers as well as~political support for program expansion,
That is the lesson of ET in Massachusetts and Head Start at the
federal level,

Second, a mandatory participation requirement for inothers of
young children can end up hurting the children the most. Even
though many women with children work, it is not easy to juggle

parental and job responsibilities., The fragility of child care

arrangements, frequent early childhood illnesses, and
unsympathetic employers can put a mother in the untenable
position of choosing between economic security and the well-being
of her children: Welfare dependent families are especially
vulnerable during such times because they do not have the
resources to fall back on that better off families have., A
mandatory rule could well push these mothers into choices that
are detrimental to their children's interests.

Especially critical for AFDC mothers is child care., Wwe
already have a serious shortage of safe, affordable, and

accessible child care., 1In fact, the gap between supply and
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demand is overwhelming in some places. For example, the
Cambridge-based Child Care Resource Center estimates that there

are 124,000 licensed child care spaces in Massachusetts to

accommodate 500,000 children,

Giving mothers the right to opt out of a mandatory program
if adequate child care is not available will not provide adequate
protection, It is not realistic to expect a mother to risk
losing family income to assert what in practice becomes a very
nebulous right, Defining acceptable child care is difficult., 1Is
having a 13 year-old take care of a younger sibling acceptable?
We have heard of this bging proposed in one California county
recently.

Political and budgetary pressure to produce high
participation rates or caseload reductions could lead to inferior
child care placements, or worse yet, a growth in latchkey
arrangements, "

It would be a tragedy to overburden what already is a very
fragile child care infrastructure. Doing so could cause a
dumping of children inﬁo totally unacceptable arrangemgnts in
much the same way deinstit:tionallzation has dumped the mentally
111 into unsafe homes and into the streets.

Finally, there is a further danger that mandatory
participation rules combined with a strong emphasis on placements
could lead to the more limited and expedient approaches of job

search and workfare. This is even more likely if employment and

training services are underfunded.

—~
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Job search has limited value for people who need remedial
education or training, or who live in high unemployment areas.
At its worst, it is used as a way tp force people off the rolls
through onerous employer contact requirements.

Workfare forces welfare recipients to work off their grants
at a rate equal to the minimum wage without employee status,
benefits, or job rights., Failure to do so results in denial or
reduction of the welfare grant.

AFSCME supports real training programs with a limited work
exper ience component that offers a chance for paid jobs with a
future. We also support subsidized jobs that give participants
employee status with wages, benefits and rights equal to those of
comparable nonsubsidized employees, But we do not support
programs in which recipients of government assistance work in
exchange for their grants without the benefits and dignity that
go along wi;h being an employee.

For one thing, this approach sends the wrong message about
work. It makes work a punishment instead of an opportunity. A
welfare recipient forced to work off her grant who can barely
read, who has virtually no work skills, and who gets child care,
medical care, and transportation from the government instead of
earning the money for them on a regu{ar job, may satisfy certain
political objectives. But her prospects for escaping a life of

welfare dependency are not very good,

Workfare also creates pressure tn substitute and displace
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permanent jobs, The problem with substitution, however, is that
it's very hard to prove even when you know it is happening., We
have grappled with the substitution problem under CETA and
general assistance for years. It is very hard to isolate the
effect of the workfare program from other factors that influence
personnel decisions and staffing patterns.

Nonetheless, we have won some significant arbitration
awards, the most recent in Pennsylvania in 1985. 1In that
instance, the state, which had assigned approximately 1,000 CWEP
participants to AFSCME bargaining unit positions, was ordered to
remove CWEP participants from work such as filling potholes,
opening mail, and processing AFDC case files that would have been
done in the absence of the CWEP participants,

In general though, litigation has not proven to be a timely
or satisfactory way of enforcing statutory protections against
substitution., A 1986 court case in Lackawanna, New York
demonstrates the problems involved in proving substitution. The
case involved 26 laid off employees. One of them even went on
welfare and was assigned to work off his grant doing the same
kind of maintenance work he had performed as a city worker for
three years., The judge rejected AFSCME's allegations of
substitution., He was persuaded that management's claims of
previous overstaffing and a revenue shortfall due to the closing
of a Bethlehem steel plant were evidence that the town had not

substituted, Substitution aside, the equity issues this

situation raises should not be ignored,

78-474 0 - 87 - N
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We believe, however, that substitution is inevitable and
that permanent jobs with decent wages and benefits will be lost
in the process, This is especially true where a large program
exists for a long time. So what do we accomplish? The result
is a policy that creates a working underclass, further erodes
decent paying jobs, exchanges one group of low income and

unemployed people for another, and diminishes the quality of

public services through the recycling of people in and out of

public work.
In this regard it's important to remember that AFDC is not

the only program under which workfare can be created. State
general assistance and food stamp programs also make workfare
assignments. A nationwide survey of the status of workfare

conducted by AFSCME last year indicated that 28 states had an

AFDC workfare component; 8 states had a food stamp workfare
requirement, and 19 states had general relief workfare programs.
(see attached) So, AFDC workfare does not occur in a vacuum, and
at the local level the effect is cumulative,

One of the larger.workfare type programs is the Public Works
Pfoject (PWP), in New York State. New York City has run a PWP
project for more than 10 years. Today it has about 15,000
participants; 9,600 are home relief recipients and 5,400 are on
AFDC.

While we do not have the investigative capacity to do a full

scale analysis of the city's budget, personnel patterns, or the

BTN
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work performed by the PWP workers, we do know several ghingé
that, at the very least, look suspicious., For example, there is
a civil service classification called pest control aide. No
regular employees work in this job, but there are 527 PWP pest
control aides who perform necessary public health thies.

Just over half of the PWP workers are 1n'two PWP titles:
Clerical Aide and Custodial Aide. Their sheer number is mind-
boggling. In 1986 there were approximately 7,900 regular full
time office aides in city agencies and more than 4,400 PWP
~ clerical aides in city agencies. 1In the same year, there were
1,881 city custodial assistants and 3,539 PWP custodial aides
working in city agencies, Even assuming that three part-time PWP
participants equal one full-time worker, the ratio of PWP workers
to regular city employees is very high.

" With such a large number of PWP workers in low-level
functions, only one gg two possibilities would seem to be
occurtiﬁg. Either displacement is taking place or the PWP
workers aren't being used productively. We have, in fact, some
documented evidence of'substitution among custodials in a memo
last fall from the Deputy Administrator of the Human Resources
Administration's Administrative Services Unit., Based on the
number of custodials then employed by the city, each cleaner'g
- workload should have been much more than is customary workload.
But the memo indicates that the actual amount of work per

custodial was less than the ratio indicated "because of the

deéloyment of PWP‘personnel'.
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If the substitution effect can be elusive, there can be no
doubt that workfare creates a working underclass in the public
sector. Essentially, it is CETA on the cheap. The so-called
*pay" for PWP workers in New York City was established more than
10 years ago and has never been raised. It is about half the
hourly rate of their civil service counterparts. (See attached)
In addition, PWP workers have no rights, benefits or access to
grievance procedures.

AFSCME District Council 37 has sought to represent the PWP

workers without any success. Significantly, while the arbitrator

in Pennsylvania agreed with AFSCME District Council 13 on
substitution, he rejected their attempt to represent the CWEP
workers and get the full benefits of employee status for them.
In both cases, the workfare workers were denied the right to
wages, benefits and representation because they were not
"employees"” -~ even though they performed regular entry-level
work.,

It is ironic to us that many who attacked CETA for creating
make-work deadend jobs; today claim that workfare provides useful
public services and enhances the dignity of‘the participant. The
fact is that in New York, San Diego, and West Virginia, many of
the workfare slots used to be CETA slots. Perversely, it seems,
only a job with equal pay and benefits is make-work. That makes

no sense. If a job is worth doing, the people doing it deserve

equal treatment,
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As for the much-touted value of workfare as a way to provide

training or experience and to save money by facilitating the

transition off welfare, at best the evidence is limited. 1Indeed,

workfare can even be counterproductive in that regard. A 1985

study by AFSCME's New York Civil Service Employees Association of

the PWP program found actual cases of supervisors trying to block

participants' efforts to find jobs. The supervisors wanted to

keep these valuable workers who were "free"”. Clearly, that
Lackawanna worker wasn't getting training or experience by doing
the same work on a workfare assignment. The high turnover rate
in the New York City PWP program strongly suggests that there is
inadequate supervision and not much useful training,

The Manpower Development Research Corporation claims that
job search and workfare result in some statistically significant

employment gains. These gains are not worth the potential for

displacement of regular employees by unpaid workers especially
when other studies show better results with public service
employment or programs with intensive training and education
components., ‘

A sttategy of intensive training and education, of course,

is much more costly and complicated than workfare and job search,

and the job placement payoff may not be as quick. But in'the

long run the basic objective of helping welfare recipients
achieve economic independence requires a strong focus on

education, skill development, support services, and placement in
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unsubsidized jobs. And, to the extent that government money is
used to subgidize work activities, an equitable, rational welfare
work plan also requires enforceable anti-substitution protections
and a recognition that work assignments are worthwhile through
the provision of employee status with equal pay, rights and
benefits.

Ultimately, however, even the best employment and training
program will be limited by the environment in which it operates.
Recession, technological change, trade policies, lagging wages
and discrimipnation all limit what training programs can do. We
need a high employment economy to produce jobs for trained
people., We need to raise the minimum wage so that a family of
three does not stay poor even when the wage earner works 40 hours
a week., And we need to move aggressively against discriminatory
employment practices that limit earnings and career potential,

Unless we address these economic factors and define our
objectives carefully and realistically, we will doom another

federal program to political failure,
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ATTACHMENT A

Status Report—Workfare Program States
May, 1986

Woil_(fare Targeted at Reclplents of:

General
Assistance Food
State o (GA) AFDC Stampe** Coverage—Comments
Alabama No GA Program Yes Optional to counties; operating In
. 3 counties.

Arizona ~ No No WIN Demonstration Project—does not
Iinclude workfare component. Workfare
under consideration. Operating in
2 counties.

Arkansas ST No GA Program Yes* Yes WIN Demonstration Project cperating In

' 22 countles,

California T Yes Yeos* General assistance workfare limited to

San Diego County. New AFDC program
. (GAIN) has workfare component.
Colomdo T No Yes Operating in 25 counties.

°scm is operating an AFDC WIN Demonstration Project which includes a workfare component.
**Food Stamp Security Act of 1985 (P.L 99-198) requires states to establish an employment and training program by
April 1, 1987 for employabie but unemployed Food Stamp Program reciplents. States have the fexibliity in deter-
mining the program components. States may Include one or more of the following activities: job search, tralning,
community work experience (workfare) programs that do not displace paid employees and that extend the same
work conditions and benefits recelved by reguler employees performing comparable tasks, and other permitted

m‘nms or activities. Minlmum reciplent participation standards are to be set for each state.

—State Workfare Status Jobs Watch, December,

—Work nwmmm OMeoolnmIlme us Departnent of Health and Human Services, Janu-

ary 1, 1986
—unmmw«ummmmm Office of the Assistant Secretary for Planning and Evalus-

U.S Department of Health and Human Setvices, May
-cummmcmswmnomam Januery-April, 1986

Public Policy Department
May, 1986
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New Jersey Yes

824
General
Assistance Food

State (GA) AFDC Stamps™  Coverage—Comments

Connecticut Yes No GA workfare mandatory statewide. New
AFDC program excludes workfare.

Delaware No Yes* AFDC workfare s mandatory for certain
categories of recipients.

Districtof " No No Workfare legislation for GA and AFDC

Columbia recipients before City Council.

Florida No GA Program No Yes Mandatory, statewide AFDC and FS -
workfare bill has been introduced In
state legisiature.

Georgia h “No Yes* WIN Demonstration Project operating in

i . 7 countles.

Hawaii ’ " Yes - No GA workfare mandatory statewide.

Idaho No GA Program Yes Mandatory AFDC workfare statewide.

litinois ‘ MY.es Yes* Yes New program has mandatory, Statewide
workfare component for GA and AFDC.

Indiana T T Yes No GA workfare optional to counties.

lows T T Vs Yes* GA workfare optional to counties.
Mandatory AFDC workfare for
unemployed parents operating in 49
counties,

Kansas - Yes Yes GA workfare mandatory statewide. AFOC

) workfare operating in 19 counties.

Maine T Yes No GA workfare mandatory statewide.

Marylahd " T Yes No - GA workfare operating in three counties.

Michigan " Yes Yes® Statewide GA and AFDC workfare.

Minnesota "ﬁt; T Yes ?Dc workfare operating in 8 counties.

Montana ‘ Yes T Ne GA workfare operating in 20 counties.

Nebraska ' " NoGA ﬁ?&gram Yes* 'M AFOC workfare limited to Unemployed
Parent cases.

New Hampshire Yes  No GA workfare optional to countles.

TTTNe GA workfare mandatory statewide.




State
New Mexico
New York

North Carolina

North Dai;ota
Ohio
Oklahoma
Penngylvania

Rhode Island
South Carolina

Sodtﬁ lfakota
Utah

Vermont

Virginia
Washington
West Virginia

Wisconsin

825

General
Assistance Food
(GA) AFDC Stamps*™* Coverage—Comments
" No ’ " Yes AFDC workfare limited to a few counties.
Yes Yos* GA workfare (Public Work Project)
authorized statewide. New AFDC
program may include workfare
component.

No GA Program Yes Yes Mandatory AFDC workfare program
operational in 12 counties.

" No Yes Mandatory AFDC workfare program
operations! in 11 countles.

" Yes Yes Mandatory AFOC workfare program in
eight countles.

No ‘ - Yes* AFDC mandatory workfare component in
WIN Demo. operating statewide.
Yes Yes* Mandatory GA and AFDC workfare
component in WIN Demo. are statewide,
Yes No GA statewide workfare program.
“No " Yes Yes - AFDC mandatory workfare program
operating In two countlies.

" No T Yese Yes AFDC workfare component in WIN Demo.
operating statewide.

" Yes  Yes GA mandatory workfare onerating
statewide. AFDC mandatory workfare for
unassigned WIN mandatories.

No GA*P'roEram T Yes T AFDC workfare mandatory for
unemployed parents active 6 months
or more.

Tves Yes* T " Yes Mandatory for GA, AFDC workfare
component in WIN Demo. Is statewide.
No T T es Yes AFDC mandatory workfare operating in
two countles,
No Yes‘mn Mandatory AFDC workfare component
operating statewide.
_ Yes Yes  Yes State legislature has enacted pilot AFDC

program with a mandatory workfare
component. Limited to two or more
counties.
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ATTACHMENT. B,

AFPIDAVIT

STATE OF NEW YORK
COUNTY OF ERIE 88:
CITY OF LACKAWANNA )

N N

SAMUEL J. CHINI, being duly sworn says that he resides at 68
Jackson Avenue, in the City of Lackawanna, New York.

He further states that to the best of his knowledge and belief
that:

1. I had worked three years for the City of Lackawanna's Depart-
ment of Public Works (D.P.W.) from 1980 thru March 1983; I was

a Sanitation Laborer w .P.W. gnd performed all types of
taswr’"i""‘__ “Buch_as_swéeping, cleaning and entry=-level Jjanitorial duties.
2. I was a member of Local 1205 AFSCME (AFL-CIO) prior to my
lay-off in March 1983.

three to foqﬁ_mnnﬁhs_ﬁétoéé—f&i&ng;{ep-wéltane_az,hha~aahh_ﬂu
fter

ing-1n Buffalo, N
Job~seeking proved uns_c.sgunul_and_auzr_m_mg_a_mn__insur-

ance had rum out.

Q. At _the time I fi1
have €0 & z

woTk as tﬁex_g : ' : : p

Welfaré payme d).

I am rquinggwnou~£o.unnk~_lQ_ﬂnxﬁ.nsr.mnn&h_and_haua_been—assignei
to Work for the City or Lackawanna.

5. Under " " I have been _City
of Lackawanna's Janitorial Forsmen,—Breddie Greene, My assign-

ments cover work that a Laborer/Janitaor performs for-the City;
I.Eﬁ3i_2h&2_l_ﬂm_nsn£nnminc_Hopk-that-had_haen_dnns_hy_dispéaced

irgaining unit employees. Por example I am required to report

tQ.9%;%_ﬂall_anﬂ_shansn_lizhxhulha‘_nl_s._lgska_on_‘dnnna4_aue p
the % Halli fix toilets, and perform necessary work through-
e .

ou

ee 8 ;—bu%~—n$%—uaéer—¢Seae—eendéf : " ] reca seein
Mayor Rad when I was assigned under "Workfare™ to City Hall
an ce, "I'm here working on Welfare,

n
when I should have my old back." ling him
that "workfarEﬁ does EEE:E%gkide-an.npnggtunity for a person to

better himself.
\
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-
AFPIDAVIT OF SAMUEL J. CHINI ~(0'ont1n'ued)'

7. I am somewhat embarrassed and really publicly humiliated by
ced—to—worR UNdeér "Worklare": people I E now_approach

being TofF
“while workiIng At Uity Hall and ask if I am back at my ald job~
them, so I let them think

me whille
that I work

I do ot Jmow what o tell them, so I 1
parnt=time.

8. The irony of this whole matter is d not been laid-

off ana diepiased by TinvETERe T Shaars pai-sl L had hot been le

woyld_have-been—cempelled-to keep me on, or ather laid-off workerd,

to perform necessary wark.
Pabids

Sworn to before me this

G2~  day of ﬁ'(bt-il 1985.

P PO PN - P

FEDELA M, MARRERO
Notary Public, Stote ¢f Now York
Qualified in Erla Courty
Expires March 30, 19.3 o
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ATTACHMENT C

Comparison of Hourly Rates Between New York City
PWP and Comparable City Titles

PWP

Attendant Aide
Clerical Aide
Community Service Asst
Custodial Aide, AM

Custodial Aide, PM
Elevator Aide
Fiscal Aide
Homemaking Aide
Janitorial Alde
Messenger Aide
Ooffice Machine Aide

Pest Control Aide
Stenographer Aide
stock Asst
Telephone Aide

Typing Aide
Watchman Aide AM
Watchman Aide PM

Food &

Housekeeping Aide
Computer Operator Aide
Computer Prcyrammer

Aide
Utiljty Aide

Key Punch Aide i
Motor Vehicle Aide
Block Service Aide
Child care Aide
Hospital Clerical Aide
Hospital Messenger
Aide
Hospital Elevator
Aide
Hospital Food &
Housekeeping Asst
Hospital
Institutional Aide
Truckman's Helper

February 19, 1987

Number

1405
4431 -
92

3539
36
20

896
1437
699
38
527
128
191

4]

Hourly
Rate

$3.92
$3.83
$3.35
$3.85

$4.10
$3.98
$4.06
$4.35
$3.74
$3.83
$3.83

$4.06
$4.06
$4.51
$4.06
$3.83
$3.92

$4.17
$4.15

$5.24
$7.10

$3.92
$3.95
$3.59
$3.94
$3.94
$4.57
$3.83
$4.25
$4.43

$4.43

City Title

Attendant

Clerk

Community Svc Aide
Custodial Asst

Elevator Operator
Account Clerk
Homemaker

Messenger
Office Appliance
Operator

Pest Control Aide
Stenographer

Asst Stockhandler
Phone Operator
Typist
Watchperson

Dietary/
Housekeeping Aide

Computer Operator

Computer Programmer

Senior Citizen

Specialist
Key Punch Operator

Senior Clerk
Messenger

Elevator Operator
Dietary/
Housekeeping Aide
Institutional Aide

Laborer

Hourly
Rate

$7.69
$7.99
$7.85
$7.59

$7.80
$8.26
$8.71

$7.99
$7.99

$8.26
$8.26
$8.97
$8.26
$7.99
$7.69
$8.54

$9.85
$12.95

$5.44
$8.14

$8.91
$7.99

$7.80
$8.54
$8.54

5
H
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STATEMENT OF ROBERT MCGLOTTEN, LEGISLATIVE DIRECTOR
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL RELATIONS
BEFORE THE SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY POLICY
OF THE SENATE FINANCE COMMITTEE
February 23, 1987

Thank you, Mr. Chairman for giving us this opportunity to express our views
on welfare-related work programs. We would like to commend the Chairman for
his vigorous leadership in focusing the national debate on the need to replace the
welfare program with a combination of badly needed support systems.

For over a decade the AFL-CIO has urged reforming or replacing the nation's
welfare system in order to provide 1) education, training and placement in decent
jobs for those recipients who can work outside the home; 2) assistance to the
working poor who although working full-time are unable to earn enough to keep
their families out of poverty; and 3) adequate payment levels for those who are
unable to take paying jobs.

We are encouraged to see what appears to be a growing consensus for the
enactment of a national program addressing the job and training needs of welfare
recipients as well as efforts to bring payments to a decent level for those who must
rely solely on welfare. We urge that attention also be given at this time to
assisting the working poor - many of whom were cut from the rolls in 1981 - and
the unemployed and dislocated workers who are receiving no assistance from any
source.

Before commenting on work and training programs for welfare recipients, I
think it's useful to point out the broader job picture. There are currently 8 million
unemployed workers - of whom only 33 percent are receiving any unemployment
insurance benefits. (Those fortunate enough to receive compensatior; will find that
their payments average less than three-fifths of whats needed to keep a family of

four out of poverty - and in many states will loose their benefits entirely if they

participate in a training program.) Along with the eight million unemployed there
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are another million who have given up looking for work and no longer show up in
the official count, and five million who are working part-time only because they
can not find full-time jobs - totaling 14 million workers seeking full-time jobs
which pay a living wage.

In addition, there are more than 15 million workers in America wh_o are paid
at or around the minimum wage of $3.35 an hour - far below the $4.60 an hour
necessary for a wage earner to lift a family of three or more out of poverty.
Changes in the traditional America labor market are causing permanent job
dislocations for up to two million workers each year. Overall, 60 percent of the
new jobs created since 1979 paid less than $7,000 a year. The poverty level for a
two person family is $7,240 a year, $9,120 for a family of three, and $11,000 for a
family of four,

Consideration of means by which families can achieve financial
independence, therefore, will have to include serious efforts to increase the
minimum wage and address the sorry state of the unemployment insurance system

which provides payments to just a third of the unemployed workers.

Ermployment Programs

A welfare jobs initiative should be designed to offer an entire range of
employment assistance to all welfare recipients seeking help. Ideally the program
should be expanded and coordinated with other resources available in order to
provide services to all the unemployed, underemployed and displaced workers. The
program should consist of four basic elements: [) career counseling and
assessment, 2) education, 3) training and skill development, and 4) job placement.

1) Each person should be seen by a trained counselor - someone who is
trained not only in assessing an individual's skills, but who also has knowledge of
the labor market. There are growing numbers of individuals ( who have had to

resort to welfare) who are experienced workers with a long history of labor market
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attachment but whose industry or skill market has disappeared. In order to become
self-sufficient, these people may need retraining just as a new worker needs
iraining, “In addition to training or re-training, the needs of thf)se to be served
may include immediate job placement, returning to high school, or even placement
in a drug treatment program. ‘ .

The roll of the career counselor.or caseworker in helping the client determine
the proper path to self-sufficiency is critical to the success of the entire welfare-
jobs effort. Currently there are only limited numbers of professional personnel
available to work directly with recipients and they are frequently overworked,
untrained and underpaid. These people must be given the proper training and be
fairly compensated in order to perform this task. They must have the resources
they need to link clients to the proper source of service and not be required to
spend time on federally imposed bureaucratic paper work.

2) The emphasis on education is crucial. It is encouraging to see
commitments being made in some states to provide not only a high school
education, remedial literacy and English language instruction, but community
coliege degrees as well. Nearly 60 percent of all welfare recipients have not
finished high school. Many teen-age mothers do not return to school leaving them
likely candidates to become long-term welfare recipients. We feel the need in this
area is of such magnitude as to require that each recipient be given the opportunity
to earn a high school or equivalency diploma, receive assistance in developing a
career plan and take advantage of post secondary or vocational training where
appropriate.

3) For those who have achieved a basic education, the next step toward
independence has to be acquiring marketable job skills through training programs
which lead to decent jobs. Every effort must be made to avoid the tragic waste of

human potential and scarce resources by putting people through training programs
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and then leaving them on their own and without assistance to search for jobs which
frequently don't exist or don't pay enough to get them off welfare. We point to a
.number‘ of state programs such as in lllinois and Massachusett§ where state
administrators .have activel)!'and aggressively identified businesses and non-profit
orgaqizations which will train welfare recipients ’and guarantee their placement in
decent jobs at the end of the training program. Public' welfare departments must
work closely with State Departments of Commerce and Employment Security to
determine the job requirements of ttfe business community and then train welfare
recipients to fill those jobs.

4) As the purpose of all this is to provide the poor with the means to become
self-supporting it goes without saying that the jobs in which they are placed will
have to pay them a living wage and provide standard benefits and worker
protections. To do less will risk the disappointment and failure that has occurred
under earlier programs where the poor were given false hope only to end up on or
return to welfare frequently after suffering periods of destitution. We are not
unmindful of the reality that many entry-level jobs which would be available to
persons on welfare are both unstable and low paying. In addition to a long overdue
increase in the minimum wage, we recommend that those who may end up in this

type of job receive continued job counseling to assist them into a more satisfactory

position.

Targeting

Mr. Chairman, you may have heard that a number of proposals appear to be
taking the direction of singling out only a portion of welfare recipients who are to
benefit from employment and training programs. We recognize the good intentions
of those who suggest such targeting. They are motivated, on the one hand, by what
seems to be an acceptance that there will not be enough money to serve the job
needs of all welfare recipients, and on the other hand, by a legitimate concern of

reaching those considered the most needy. Nevertheless, we feel that deliberate
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exclusion of large members of welfare recipients will produce a distortion of the
goals as well as the outcome of the program. Services to welfare reclpients should
be based on their needs and should not be determined by any arbitrary categories
in which they may be placed. Neither the most job ready nor the least job ready
shoud be deprived of the services they need in order to become self-sufficient.

Although we share the desire to break the cycle of poverty for long-term
welfare recipients, we feel it is bad public policy for the federal government to
encourage the practice of setting arbitrary age limits or require that a person
remain on welfare for a specific period before they can receive job assistance.

Such actions will do a disservice to all the poor and will result in: 1) turning away
people who recently were forced on to welfare because the only job for which they
were trained disappeared when the industry folded or moved - pecple who need
retraining as badly as new workers need training; 2) ignoring the needs of both the
long-term unemployed and the new entrants into the labor market who are over a
certain age - many of whom are mothers who were encouraged by social policy and
welfare regulation to stay at home and care for their children until their youngest
child turned 6 years old; and 3) leaving teen-age mothers (who it is known could
benefit from immediate car.eer counseling and education) on welfare for long
periods before receiving any attenfion.

It is frequently argued that nearly half of the families on AFDC go off the
rolls in two years without the help of a government program. But many of these
people could and should benefit from an employment and training program. Two or
even one year on welfare is costly - in both financial and human terms. It is also
known that many of those who leave the rolls return after short periods - indicating
the need to help them find more adequate and stable employment.

The federal government should provide the leadership and financial support
necessary to serve the needs of all the poor. It should not be the job of the

caseworker or counselor to make arbitrary judgements and target for assistance
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only those who they think are most needy. Instead they should facilitate services
for anyone who needs them in order to get off welfare. The money saved from
placing those who are more job-ready and helping them to remain in a job that pays
a living wage or move to a second one that does, could be used to offset the higher

cost for those who need more concentrated and lengthy services.

Workfare

A number of state programs, as well as most of the current welfare reform
proposals being discussed, allow the states to include workfare as a part of their
employment and training options. The AFL-CIO opposes the practice of requiring
the poor to take jobs that pay no wages in return for their benefits. Workfare
schemes are frequently punitive and do little to increase the self-esteem or
employablity of the participant. Participants are often denied the status of regular
employees, get no wages, and are not provided standard benefits or full worker
protection.

With the cutbacks in funds needed to provide more costly and beneficial
education and training programs, localities frequently turn to workfare because
they believe, mistakenly in our opinion, that it is a less expensive approach., As the
representatives fror the Conference of Mayors testified before this committee,
"Workfare does not save money, because of the costs associated with operating it.
Every objective evaluation of the program that has been conducted has concluded
that it costs at least as much -- and sometimes much more -- to administer than it
saves as a result of grant terminations of non-complying recipients".

Workfare seriously jeopardizes the jobs of regular workers. It is often
attractive for an employer to hire workers to whom no wages have to be paid and
then let go or not replace their regular workers. Experience with state programs
has demonstrated that statutory language prohibiting displacement is extremely
difficult to enact and even more difficult to enforce. .The punitive effectsof a

practice that threatens the jobs of some workers and provides no wages to others
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far outweigh any benefits claimed by its supporters.

It is known that most welfare recipients want to work and will readily
volunteer for opportunities they feel will lead to a better life for themselves and
their children. They are unlikely to view working for no wages as such an
opportunity. Mandating work{fare and then cutting poor families off weliare when
the parent refuses to participate leaves children destitute. This is a gross violation
of decent treatment of families. Mandatory workfare is frequently used not as a
way to make people more employable but only as a means of terminating grants
when recipients refuse to comply. This is a distortion of the goals of a
compassionate welfare system which should be to restore people to self-

sufficency, not to force them and their children into destitution.

Administration and State Flexibility

A new federal initiative to combine work and welfare must take a broad look
at coordinating a number of state and federal resources. By forming what a;)pears
to be very good cooperative working relationships developed by the welfare,
employment, education and business communities, a number of states have been
able to expand their services to welfare recipients but such services have been
limited mainly by the lack of sufficient financial resources. State experience has
demonstrated that different arrangements are appropriate in different states and
in different areas within states since labor market conditions and institutional
capacity vary from place to place. A new federal initiative should allow states and
localities to continue to have this flexibility while providing the leadership and
resources which will meet the goal of preparing the poor for jobs that pay decent
wages and benefits.

Child Care

The most important element of any job and training program for welfare
mothers is child care. The availability, quality and affordability of care for the

children of the AFDC mothers - 60 percent of whom have children under 6 - has
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been given scant attention either by the Federal government or most of the states.
There are currently 24 million children nationwide under the age of 13 who
need care and only 6 million spaces available in licensed centers or homes. The

cost of care is now around $3,000 a year per child for the majority of parents. The
federal allotment for child care for AFDC recipients is $1,920 a year.

With day care In such short supply and the cost of most.of it beyond the reach
of welfare recipients, it is unrealistic to be creating job and training programs to
make welfare recipients self-supporting unless equal attention is given to the
availability of decent, affordable day care.

Heath Care

Access to health insurance must be an integral part of any welfare-work
program. The cost of medical care for one seriously ill child, if free care is not
available, could be enough to force a mother with no insurance back on to welfare
in order to care for her child. Every effort should be made to place participants in
jobs where health insurance is provided. When that is not possible medicaid
coverage should continue for a reasonable period to insure that the employment is

stable and the wages sufficient to enable the worker to purchase insurance

independently.
Child Support

Divorce is a major factor in forcing children into poverty and thus onto
welfare. One recent study of divorced couples found that a year after the diyorce
the woman's income dropped by 73 percent and she was also left with the children
to support. By 1990 25 percent of all children in the country will be living with a
single parent who, in most cases, will be the mother. An estimated two-thirds of
thgse children will end up on AFDC. Consideration of means by which welfare
families can achieve financial independence therefore, should include examination
of the widespread problem of fathers refusing to contribute to the support of their

children even where they can afford to do so.
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Conclusion

In recent years the most dramatic increase in poverty has occurred among
children, particularly those in female-headed households. One in four children is
born in poverty today and one in five spends his or her youth in poverty. Whereas
means tested programs and tax policy were able to remove 22 percent of the poor
from poverty in 1979, these programs removed only 9 percent from poverty in
1984. The buying power of AFDC benefits has declined by a third over the past ten
years and of the 12 million poor children in the nation, five million receive no
assistance at all. This growing ineffectiveness of welfare programs in fighting
poverty and supporting families must be reversed.

Mr. Chairman, the AFL-CIO stands ready to work with you to enact
legislation which will 1) provide for a federal minimum benefit level sufficient to
bring poor families out of poverty; 2) provide effective and fair job and training
programs for all who need them; 3) mandate AFDC-UP and ease eligibility V
requirements in order to assist the working poor and recently unemployed; 4) allow
medicaid coverage to continue for a reasonable period after a person previously on
welfare becomes employed; 5) provide day care on a sliding fee scale basis; and 6)
strengthen the states' capacity to collect child support from the absent parent.

We hope this Committee and the Congress will move full spead ahead on

enacting genuine, fair and compassionate welfare reform.
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- Senator MoyNIHAN. Now to our last witnesses, and it is a very
special privilege for us. .
- I wonder if I might suggest to Governor Kean and Governor Ash-
croft, who are both here—and I cannot doubt good friends and col-
leagues—why don’t you come to the witness table together?

I think in the order of original appearance and in the order of
arrival Governor Kean was first, and Governor Ashcroft was

second.
I wonder if my distinguished colleagues would like to introduce

these eminent personages?

Senator BRADLEY. Mr. Chairman, thank you very much.

I don’t have to introduce Governor Kean to the committee; he
has been here a number of times before. And as usual, he will
speak with insight and eloquence on this issue.

I might say that he has taken a particular interest in the whole
area of welfare reform and proposed a number of initiatives in the
State of New Jersey, which I think are not only fully consistent
with some of the things that you yourself and I proposed last year
in the WORC Bill but also could very well give us good guidance
when we think about the problem nationally. So, I look forward to
hearing his testimony and welcome him to the committee.

Senator MoYNIHAN. And Senator Danforth, would you welcome
- Governor Ashcroft?

Senator DANFORTH. Mr. Chairman, thank you very much.

First, let me say that I am glad to see Governor Kean with us
again. I have been trying to remember a hearing I attended this
year when Governor Kean has not been a witness. [Laughter.]

I am delighted to see him again—a very, very able person.

I am honored, Mr. Chairman, to introduce our Governor from
Missouri John Ashcroft, a person for whom I have the highest
regard. I have served with John Ashcroft in state government. He
was our state auditor when I was attorney general; he succeeded
me as Attorney General of Missouri. He has now been our Gover-
nor for two and a half years.

Governor Ashcroft is particularly interested in and involved with
education. Among other things, he has been the Chairman of the
National Governors Association task force on adult literacy and is
the chairman-elect of the Education Commission of the states.

I had the experience a couple of weeks ago of having breakfast
with Governor Ashcroft in Springfield, Missouri, when we talked
about his concept of welfare reform. To the best of my knowledge,
he has done a unique job in tying together the concepts of welfare
reform and increasing the educational opportunities. His view has
been that, if people are to be lifted out of permanent welfare
status, they have to have educational opportunities, and they have
to have job training opportunities.

I think that he has something very different and important to
ﬁlgntribute to this debate, and I am honored to be able to introduce

m. .

Senator MoYNIHAN. Very generous of you, and very informative.

Why don’t we do just as we have been doing? If Governor Kean
will speak, then Governor Ashcroft, then we will have at you.



339

STATEMENT OF THE HONORABLE THOMAS H. KEAN, GOVERNOR,
STATE OF NEW JERSEY

Governor Kean. Thank you, Mr. Chairman.
Senator Bradley, I thank you for those kind words, as I always

thank you for everything you do for our state.

Senator Danforth and Mr. Chairman, it is a real privilege to be
with you today. I think all of us who are interested in this field
have been benefiting from your writings and statements for so
many years. You have been ahead of the curve on so many issues,
and I don’t think anybody has provided more thoughtful leadership
than you have over the years in trying to solve American social
problems, and it is an honor to be before you today.

Senator MoyNIHAN. Thank you.

Governor Kean. Obviously, the leadership of all of us is in
demand once again. Welfare reform is really the agenda, the
agenda for the nation’s Governors at their meeting this week, and
li)r;na that regard your timing on holding these hearings couldn’t be

tter.

I have very seldom seen, at least in our state, liberals and moder-
ates and conservatives come together as they have come together
on this issue. The time is right—I don’t think there is any question
about that—and I don’t think we should miss the opportunity.

Welfare right now works backwards—for most, it promotes de-
pendency, when what we should be doing is promoting economic in-
dependence. And the polls clearly show that a majority of Ameri-
cans think that welfare simply has to be changed.

No one wants to see welfare changed, I don’t think, more than
the 365,000 people who are its recipients in a state like New
Jersey, and two-thirds of them, of course, are children.

These people face a lifetime of dependency, poverty, and priva-
tion. Obviously, they can’t afford that, and neither can we as a
nation.

This is the real challenge, to move children in particular, but
poor families in general, not just off the rolls—that isi not the pur-
pose—not just to move them off welfare, but to move them off pov-
erty totally. That is the goal.

We haven't got any spare people anymore in our society, if we
ever did. In my state we are going to create 600,000 jobs in the next
decade. That is what our Council of Economic Development tells
us. Who is going to fill them? Many are going to have to be filled,
really, by the women and the children who today are on the wel-
fare rolls. If these people aren’t qualified, then the jobs are going to
go elsewhere. In other words, if compassion doesn’t motivate us,
then economic necessity ought to motivate us.

That is why a month ago I announced our own ambitious welfare
reform program in New Jersey. Our goal is quite simply to change
welfare from a program that accommodates dependence to one that
emphasizes work, self-sufficiency, and opportunity.

We call our new program REACH, Realizing Economic Achieve-
ment. We want to help welfare recipients pull themselves up and
share in the prosperity that the rest of our state is experiencing at

the moment.
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At the heart of REACH is the concept of mutual obligation,
which means literally that there will be a contract, a contract be-
tween the recipient and the state. I believe it is time to stop argu-
ing about whether poor people or government are responsible for
the failure of welfare; we have got to recognize that both sides have
an equal obligation to make welfare work. Able-bodied recipients
must take steps to support themselves and their families by going
to school, by entering a job training program, or looking for and
taking a job.

Under the REACH program, all recipients with children two
years of age or older will be required to do this as a condition of
public assistance. Recipients with children under two years will re-
ceive counseling and will be encouraged to voluntarily participate
in employment and training programs.

Now, we know that meeting the needs of parents of very young
children isn’t easy; so we are spending $7.1 million on a Welfare
Prevention Demonstration Project in the City of Camden and the
City of Newark to find the best way to involve women with infants,
and absent fathers as well, in education, employment, and training.

Now, government'’s side of the bargain is equally important. Our
obligation is to provide the opportunities. Those opportunities obvi-
ously mean education, job training and job placement, and the sup-
ports—services like child care, and transportation assistance, and
Medicaid coverage—that are essential if a woman with children is
going to be able to take a job or even finish school.

There are many other features of the REACH program: case
management services for each recipient, delivered by both public
agencies and private organizations; tax credits for employers who
hire REACH participants at a good wage, to retain them for at
least one year with health benefits; the use and expansion of pri-
vate sector programs for job training and placement; and a series
of steps to increase child support collections. All of these are impor-
tant, yet it is really the idea of the contract that is at the heart of
our proposal.

A second major thrust of REACH is prevention. This is some-
thing which we feel very, very strongly about. Right now, more
than one-third of our welfare recipients in the State of New Jersey,
who are under age 22, will remain welfare recipients for 10 years
or more. Unless we target our most intensive efforts to these
people, to these young, first-time welfare mothers, we are going to
see people for 10-or more years trapped in the cycle of poverty.

And this is why we are involving mothers with young children in
REACH, and also of course in our Camden/Newark project, be-
cause most of these women are high school dropouts. We are
making this strong commitment, therefore, to education.

When fully operational, REACH will encompass our entire state
AFDC caseload. We want to give every able-bodied recipient the
support he or she needs to become self-sufficient.

Now, a program of this magnitude of course is going to require a
major investment of state funds. REACH is going to cost approxi-
mately $100 million for the State of New Jersey by the time the

rogram is operational, at the end of three years, and we envision
§50-$60 million annually after that. ]
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The bulk of these funds will go to job training, child care, ex-
tended Medicaid coverage, and individual case-management serv-
ices. This investment is very large for a state like ours, but we
think it is prudent. We estimate that if we reduce the welfare rolls
by 15 percent, that we are going to save $100 million; and there-
fore, the kind of program we are talking about will pay for itself.

We know the jobs are there—they are in New Jersey. With ev-
eryone participating in REACH, we think we can fill them. We are

oing to save money, but more importantly we are going to save
ives.
That is what we are trying to do. I know other states are imple-
menting very similar programs, but welfare reform won’t succeed
with just the backing of state government. We simply have to have,
I believe, a stronger partnership with the Federal Government.

Right now, the Federal Government takes, of course, half the
savings we achieve if we move welfare recipients off the rolls
through a program like REACH. Therefore we would expect the
Federal Government to share in the investment necessary to
achieve those kinds of savings.

We hope the Federal Government will follow the states’ lead and
emphasize work over welfare. Today, funding for federal work-re-
lated programs equals only about one percent of the total federal
spending for direct cash assistance for recipients.

Funding for the WIN program, for example, the only job-training
prolggrglm exclusively for welfare recipients, is half the level it was
in .

So, as long as the Federal Government continues to favor welfare
over work, state governments which encourage self-sufficiency are
going to be hampered. Welfare expenses will continue to rise, be-
cause recipients who grow dependent obviously stay on the rolls.

How do we change this biased equation? Well, we need your
help, in several areas:

First, the Federal Government should increase its commitment
to job training for the poor. A greater investment now in education
and training will pay off in more productive lives and a more pro-
ductive America in years to come.

Second, Medicaid. Welfare recipients have said to us repeatedly,
when we have talked to them individually, that the major deter-
rent that they have to taking a job is the threat of losing health-
care benefits for themselves, and, more importantly, for their chil-
dren. So, I suggest that we extend Medicaid coverage for up to one
year for all people who have participated in an approved training
program for AFDC recipients and who lack employment-based
health insurance. I believe the federal and state governments
should share in this cost.

Third, we need to invest more in the child care necessary for a
woman to go to school, get job training, or-work. In New Jersey,
good child care can cost more than $400 a month for two children,
and that is more than half the take-home pay of a job that is even
slightly above the minimum wage.

ourth, we need to improve child-support enforcement. We must
remember that child-su%)ort money takes the pressure off state
and federal budgets. In New Jersey, we rank fourth in the nation
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in child-support collections; and yet, even in our state, 85 percent
of our child-support payments are in arrears.

We plan immediately to begin to withhold child-support pay-
ments from paychecks, and we believe this will increase collections
by up to 20 percent. But 30 percent of our delinquent parents live
elsewhere, in other states. Therefore, we need a consistent national
policy in this area.

We also need national guidelines to tie child support directly to
the absent parent’s income, so that we can prevent those unfair in-
stances that we have discovered, where a person earning $13,000 a
year pays more child support than a person earning $50,000 a year.

There is no question that these kinds of investments are going to
cost money in the short term. And I am sure that the members of
this committee are tired, as the rest of Congress is, of those of us
who are governors coming down here and saying, “Reduce the defi-
cit—but not in this area.”

I don’t think I am one of those people; I understand the threat
the deficit poses. Reducing the deficit obviously has to be the
number-one priority. But my message today is simply that states
like New Jersey are willing to put up the investment to make wel-
fare work, and the Federal Government can share in the rewards
by helping us invest in the support and tools recipients need to
become self-sufficient.

We must never forget that every single welfare parent who gains
a job is going to become a productive, tax-paying member of socie-
ty. Instead of a drag on the economy, they become a spur to its
future growth; and a strong economy is obviously the very best
antipoverty program.

Mr. Chairman, by the way, if the unemployment rate in this
country was the same as it is in New Jersey—right now, 3.6 per-
cent—the deficit would be half of what it is today.

We have today, Mr. Chairman, a rare opportunity. The political
climate is ripe to allow us to find a way to turn welfare into what
it was first intended to be, a system that gives the able-bodied poor
in this country the temporary support they need to make it on
their own. And I am sure none of us wants to miss this opportuni-

ty.
As Thomas Carlysle said a long time ago, “A person willing to
work and unable to find it is perhaps the saddest sight that for-

tune’s inequality exhibits under this sun.”
So, I ask you to work with us in the states, and together I believe

we will give our economy what it needs.

Senator MoyYNIHAN. We thank you, Governor. And I believe Mr.
Altman is your Commissioner of Human Services.

Governor Kean. Correct.

Senator MoyNIHAN. We welcome you to the committee, Mr.

Altman.
Governor Ashcroft, we would like to hear from you, and then we

will talk with you both.
[Governor Kean’s written testimony follows:]
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Mr. Chairman, Thank you for inviting me to testify.

1 feel privileged to be here with you today, Mr. Chairman. 1 have been
reading and benefiting from your writings on social issues for many years. No
one 1 can think of has provided more thoughtful 1eadersh1p in trying to solve
America's poverty problem,

Your leadership is in demand once again. Welfare reform is on the
agenda. Your timing in holding these hearings could not be better, I have
seldom seen liberals, conservatives, and moderates come together as they have
on the need for welfare reform. The time is right to fashion a better welfare
system, and we must not miss this oppartunity.

Today welfare works backwards. It promotes dependency when what we
should be doing is promoting economic independence.

The polls clearly show that the majority of Americans think welfare must
be changed. But no one wants to see public welfare changed more than the
365,000 women and children who are its recipients in New Jersey, and their
counterparts in other states across the nation.

These people -- two-thirds of whom are children -- face a lifetime of
dependency, poverty and privation. They can't afford that and neither can we,
This is the real challenge we face -- to move children and poor families not
Jjust off the roles, but out of poverty altogether.

There are no spare people in our society. In my state we will create
600,000 jobs by the next decade. Who will fill them? Many will have to be
fiIled by the women and children who today languish on welfare. If these
people aren't qualified, the jobs will go elsewhere. If compassion does not
motivate us, ithen we must be motivated by economic necessity.

That's why a month ago 1 announced one of the most ambitious welfare
reform programs in the country. Our goal is to change public assistance in
New Jersey from a program that accommodates dependence to one that emphasizes
work, self-sufficiency and opportunity.

We call our new program "REACH", for Realizing Economic Achievement. We
want to help welfare recipients pull themselves up_and share in the prosperity
the rest of New Jersey is enjoying. ]

At the heart of REACH is the concept of mutual obligation, which means
literally a "contract" between the recipient and the state. We believe it is
time to stop arguing about whether poor people or government are responsible
for the failure of welfare. We've got to recognize that both sides have
obligations if we are to make welfare work.
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Able bodied recipients must take steps to support themselves and their
families by going to school, entering a job training program or looking for or
taking a job. ‘ , .

Under REACH, all recipients with children two years of age or older will
be required to do this as a condition of public assistance. Recipients with
children younger than two years will receive counseling and will be encouraged
to voluntarily participate in employment and training programs.

We know that meeting the needs of parents of very young children {is not
easy. So we are spending $7.1 million in a welfare prevention demonstration
project in the cities of Camden and Newark, to find the best way to involve
women with infants, and absent fathers as well, in education, employment and

training. :

Government's side of the bargain is equally important. Our obligation is

to provide the opportunities -- meaning education, job training and job
placement -- and the supports -- things 1like child care, transportation
assistance, and medicaid coverage -- that are essential if a woman with

children is going to take a job or finish school.

There are other features of the REACH program: case management services
for each recipient, delivered by both public agencies and private
organizations; tax credits for employers who hire REACH participants at a good
wage and retain them for one year with health benefits; the use and expansion
of private sector programs for job training and placement; and a series of
steps to increase child support collections. All of these features are
important. Yet it is the idea of a contract that lies at the heart of the

REACH program.

A second major thrust in REACH {is prevention. This is something ! feel
strongly about. Right now, more than one-third of welfare recipients in New
Jersey who are under age 22 will remain on welfare for 10 years or more.
Unless we target our most intensive efforts to these young, first-time welfare
mothers, we will continue to see lives trapped in the cycle of poverty.

That is why we are involving mothers with young children in REACH and in
our Camden/Newark project. Because most of these women are high school drop
outs, we are making a strong commitment to education.

When fully operational, REACH will encompass our entire state AFDC
caseload, We want to give every able-bodied recipient the support they need
to become self sufficient. 4 :

) A program of this magnitude will, of course, require a major investment
of new state funds. REACH will cost approximately $100 million by the time
the program is fully operational at the end of three years, and $50 to $60
million a year after that. The bulk of these funds will go for job training,
child care, extended medicaid coverage and case management services.
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This investment is large but it 1s prudent. We estimate that 1if we
reduce the welfare rolls by 15 percent we will save $100 million and the
program will pay for itself. We know the jobs are there. With everyone
participating in REACH, we think we can fil1l them. We will save money, but
more important, we will save lives.

That is what we are trying to do in New Jersey. I know other states are
implementing similar programs. But welfare reform won't succeed with just the
backing of state government. We need a stronger partnership with the federal
government.,

- Right now the federal government takes half of the savings we achieve
when we move welfare recipients off the roles through a program like REACH.
Yet the federal government shares only minimally in the investment necessary
to achieve those savings,

The federal government should follow the states lead and emphasize work
over welfare,

Today, funding for federal work-related programs equals about one percent
of total federal spending for direct cash assistance to recipients. Funding
for the WIN program, for example -- the only job training program exclusively
for welfare recipients -- is half the lavel it was in 1981,

As long as Washington continues to favor welfare over work, state efforts
to provide self-sufficiency will be hampered.

.welfaré expenses will continue to rise because recipients grow dependent
and stay on the rolls,

"How do we change this bfased equation? We need your help in several
- areas. .

First, the federal government should increase {ts commitment to job
training for the poor. A greater investment now in education and training
will pay off in more productive lives -- and a more productive America -- in
years to come. :

Second, Medicaid. Welfare recipients have told me repeatedly that the
major deterrent to taking a Jjob is the threat of the loss of health care
benefits for themselves and their children, .

I suggest that we extend Medicaid coverage for up to one year to all.
people who have participated in an approved training program for AFDC
recipients and who lack employment-based health insurance. The federal and
state governments together should share in the cost. )

Third, we need to invest more in the child care necessary for a woman to
go to school, get job training or work. In New Jersey good child care can
cost more than $400 a month for two children. That's more than half the take
home pay of a job above the minimum wage.
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Fourth, we need to improve child support enforcement. We must remember
that child support money takes the pressure off state and federal budgets.

New Jér#ey ranks fourth in the nation in child support collections, and

_yet 85.percent of our child support payments are in arrears.

We plan to immediately begin withho]din% child support payments from
paychecks and we believe this will increase collections by 20 percent. But 30
percent of our delinquent parents live in other states. Therefore, we need a
consistent, national policy.

We also need national guﬁdelines to tie child support directly to the
absent parent's income, so that we can prevent those unfair instances where a
person earning $13,000 a year pays more child support than a person earning

$50,000

There is no question these kind of investments are going to cost money in
the short term. And I am sure the members of this committee have grown tired
of Governors and others who come before you and say, "Reduce the deficit,

but."

I'm not one of those people. I understand the tﬁreat the deficit poses.
As 1 told the Senate Budget Committee last week, reducing the deficit must be
your number one priority. :

My message today is simply that states like New Jersey are willing to
make the investment to make welfare work. The federal government should share
in that by helping us 1nvest in the support and tools recipients need to

" become self sufficient.

We must never forget that every single welfare recipients who gains a
Jjob hecomes a productive, taxpaying member of society. Instead of a drag on
the economy they become a spur to its future growth.

And a strong economy is the very best anti-poverty program. If the
unemployment rate in this country was the same as it is in New Jersey -- 3.6
percent -- the deficit would be half of what it is today.

Mr. Chairman, we have a rare opportunity. The political climate at long
last is ready to allow us to find a way to turn welfare into what it was first
intended -- a system that gives the able bodied poor of this country the
temporary support they need to make it on their own.

We cannot miss this opportunity. Our economy depends on it. And indeed
our society depends on it. .

For as Thomas Carlyle said long ago, "A person willing to work, and
unable to find it, s perhaps the saddest sight that fortune's inequality

‘exhibits under the sun."

1 ask you to work with-us in the states to‘give welfare recipients what
they want and what our-economy needs, a productive job and a productive 1{fe.

Thank you.
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STATEMENT OF THE HONORABLE JOHN ASHCROFT, GOVERNOR,
STATE OF MISSOURI

Governor AsHCROFT. Thank you, Senator Moynihan, and Senator
Bradley and Senator Danforth. It is a pleasure to have this oppor-
tunity to discuss Missouri’s Learnfare/Welfare-to-Work proposal. I
want to thank you for the leadership which you have been develop-
ing for quite some time, bringing it to the issue of welfare reform.

I believe a redirection of our welfare system must be a top na-
tional priority. Our strategy must be to help Americans move from
the dependency of welfare to the dignity of work, from poverty to
productivity, and included in that strategy, I believe that we help
people most when we help them help themselves. I believe the par-
ticipation of the recipient is the fundamental and key aspect of
making the system work.

I do believe there is a growing national consensus, and what Gov-
ernor Kean has talked about is certainly important, and children
are as affected if not more affected than anyone else. The intergen-
erational aspects are of deeper concern to me, perhaps, than any-
thing else that we face.

Our welfare system has been around a long time; it is old, it is
tired, it doesn’t work. Our people who don’t work are caught in a
system that doesn’t work, a system in fact that is devoted in some
ways to not working, and I think we have got to redirect the
system.

As a governor, I think I share with other governors the real
sense that opportunity is one of the things that is a primary re-
sponsibility of mine, and I see economic development and education
as being ways of finding opportunity—the quality of schools con-
tribute to our quality of life. That is an important consideration
when people consider locating their businesses in our state, and an
educated and trained workforce is a key component in our effort to
attract and develop new industries and opportunities.

Individual self-advancement, like statewide development, I think
rests in large part upon the attainment of knowledge and skills
and the maintenance of aspirations and hope.

There is a sense in which the world is changing, that the world
economy has restricted, at least in the United States, some of the
manufacturing that we used to rely upon for certain entry jobs for
unskilled people. The service sector employment requires a mas-
tery of reading, writing and computational skills that haven't pre-
viously been required quite as intensively.

Demographis projections indicate a national labor shortage by
the turn of the century. A declining number of young people and
an increasing number of functionally illiterate individuals will
compound this problem unless we intervene to change the circum-
stance.

“Missouri is fairly typical in this respect, and Governor Kean re-
ferred to the situation in New Jersey, where they expect to gener-
ate 600,000 jobs by the turn of the century. A report prepared for
the Missouri Opportunity 2000 Commission, which I commissioned,
forecasts our future labor force growth to be well below the 20-per-
cent level reported between 1970 and 1980. Ten-year growth rates
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are expected to fall to 13 percent during the Eighties, and a 9-per-
cent growth rate in terms of our labor force in the Nineties.

Therefore, future Missouri employers are likely to find entry-
level workers in especially short supply. By the year 2000, 17 per-
cent of our labor force is expected to be in the traditional entry-
legel age group—that is down from 21 percent which we have
today.

Now, while this promises a great potential, these demographic
circumstances don’t by themselves ensure that jobs will be avail-
able for welfare recipients. It is evident that the educational grade
level attained is a significant factor in obtaining employment. In
fact, completion of the twelfth grade doubles the chances for em-
ployment, compared to dropouts. For welfare recipients, recent
date from the WIN program shows that among persons leaving
welfare to take jobs, tl?nose who had completed the twelfth grade ac-
counted for over 50 percent more placement than those who had
not. And of course, high school graduates have the advantage of ob-
taining higher quality, better-paying and more stable jobs. If you
have learned to learn, you are more likely to have long-term em-
ployment than if you just have job training which says, “Put the
red bolt and the red nut together.” Change the color of the bolts
and the nuts, and you have got a retraining job on your hands.

It is the literacy level of welfare recipients that needs to be
raised in this respect, to significantly increase the long-term em-
ployability of welfare recipients in today’s—and I might emphasize
in tomorrow’s—job market, where technology advance is going to
be coming at us at an accelerating pace.

The time has come to begin a serious and sweeping effort to use
our collective resources, I believe, to liberate the God-given poten-
tial of people who are caught in the web of welfare dependency.

In Missouri we are Froposing a comprensive program called
Learnfare. Learnfare will remove the lack of a high school educa-
tion as a barrier to employment. Combined with Missouri’'s Wel-
fare-to-Work Program, an initiative to provide traiming for skilled
jobs, I believe we can successfully break the cycle of poverty for
many Missourians.

To break the cycle of poverty, I believe our efforts must begin
with education. In Missouri we know that previous job training
programs for welfare clients have suffered from the fact that many
recipients don’t have the necessary educational levels to make
them really ready for the training.

Another problem: Teen {)regnancy begets low educational
achievement. Low educational achievement begets unemployment
and dependency. Even the most motivated welfare recipients face
stiff competition in today’s labor markets if they don’t have the
GED or a high school education.

Inadequate education also prevents recipients from being com-
petitive for those job training opportunities. It is a vicious cycle
that only education can break.

Our Learnfare/Welfare-to-Work proposal targets these problems
in welfare with some new weapons:

First, Learnfare would boost the educational level 'and job poten-
tial of AFDC parents. The proposal is this: Those who lack high
school diplomas or the equivalent GED would be required to regis-

7R L7 N - A7 1n
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ter in adult basic education or equivalent high school education
Erograms. Only those parents with preschool children or special

ardships would be exempted from this requirement, and they
would be exempted under current law, because we can'’t force them
to be involved. But the requirement would be a required involve-
ment in attaining high school equivalency skills, education.

Second, our Welfare-to-Work plan offers new job opportunities
for AFDC parents through a mandatory registration for job-skills,
job-search, job-experience, and- job-placement programs. Our plan
offers individually-tailored guidance by assigned case managers.

Third, we will locate job service staff in our welfare offices to
provide immediate access. I am going to be assigning employment
security people to our welfare offices; in fact, the first application
you file in a welfare office will be a job application rather than a
welfare application. Potential welfare applicants will often find
their first application then is not for welfare.

Our initatives also include a major expansion in daycare. For
those individuals who are required to be involved in pursuing edu-
cation, in lifting their own potentials, as a condition for recipt of
the grant they will have expanded daycare and a small stipend to
cover the incidental expenses of pursuing that educational opportu-
nity.

Finally, our initiative provides a new community work experi-
ence program. This program will provide on-the-jog work experi-
ence for those who lack job histories and who are unsuccessful in
the education, training, and job search components of the program.

Now, Learnfare represents a joint—a joint—investment, an in-
vestment between society and those who are most in danger of
long-term welfare dependence.

This massive assault on low educational attainment also prom-
ises positive spillover effects for the children of welfare recipients—
and this is perhaps as important as anything else. Maybe for the
first time, children of AFDC parents will see the most important
persons in their lives, their role models, their parents, working to
further that parent’s education. Maybe for the first time they will
benefit from the increased self-esteem of their parents, who, rather
than be threatened by school work brought home by children,
would be able to assist and participate in the education of their
children. When children bring schoolwork home, parents at least
shouldn’t be intimidated, and at best will be able to participate in
that educational effort.

Learnfare is the first step in our welfare reform effort in Missou-
ri. Our companion proposal, “Welfare-to-Work,” provides a gange of
employment-oriented training and job experience programs, and
graduates of Learnfare and recipients who have already gotten a
diploma or a GED will engage in activity designed to lead them
from the dependency of welfare to the permanence of employment
and self-reliance.

Our initiative also includes a major new investment in child day-
care, as I mentioned, and other support critical to the transition.
We must remove barriers to the workplace, the barriers of lack of
education, the kind of thing that has made welfare so long-term for

a number of individuals.
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. It is time for government to quit offering help only if people five
up and go on welfare. By expanding Medicaid coverage to low-
income families, we can prevent the fear of the loss of medical ben-
efits and remove an incentive to stay on welfare. And I have rec-
ommended in my budget for this year that, for children under five,
and for pregnant women, we will extend that Medicaid in conjunc-
tion with the program that is being offered at the federal level.

We will also strengthen the enforcement of child-support obliga-
tions and will crack down on welfare fraud and abuse. That is
something that we have been in the process of doing, to try to
make progress on for some time.

I really believe our most important resource is our people. None
of us can achieve our full potential unless all of us have the oppor-
tunity to achieve our full potentials, and I believe that we as a soci-
ety qgil ill afford not to have a full effort from as many people as is
possible.

Learnfare and Welfare-to-Work take an aggressive yet compas-
sionate agproach to these problems. Most important, they helﬁ
?eople to help themselves, and I believe that we really ought to as
or people to be involved in the process. Welfare reform is not
something we should do “to” people; it is something we should do
“with” people.

Moving people from welfare to work is a joint enterprise. It is a
mutual investment. And the fact that we require individuals to be
involved is eminently fair and considered to be fair by welfare re-
cipients as well as the population generally.

We must recognize that government—federal, state, or local—
can be a partner to other institutions in breaking the web of wel-
fare dependency and building individual opportunities.

National welfare reform proposals, I think, must acknowledge
the ima_ortance of state and community based reforms. I think
those efforts can be more successful when they adapt to the unique
characteristics of the 50 States of our country, and I am very
pleased to say that many of my ideas come from bouncing these
ideas around between and among the governors, and I am grateful
to them for their assistance in shaping and fashioning things that
we hope will work in the community we call Missouri.

We have had some problems, obviously, in getting the right waiv-
ers, and what we would most like from the Federal Government is
the kind clarity and flexibility in rulemaking so that this system of
laboratories we call the Fifty States can work.

We explored the possibility of requiring mothers with very young
children to participate in the Learnfare Program. We were tol
that to do so would require a Research Demonstration Waiver. We
said, “Well, fine. We will do a research demonstration to allow us
to deal with families with children under six years of age.” And
they said, “Well, that is too bad. Somebody has already done that
research and proved that it works. Therefore, you can’t do it be-
cause the research has been done, and there are not research waiv-
ers available.”

Well, it is time for us to move beyond that. It is time for us to
recognize that there is an ai)propriate need for flexibility, with the
clarity of rules that can allow for the experimentation. Yes, and
with the opportunity for failure on the part of one state, both the
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opportunity to discover that a program doesn’t work but also the
opportunity to strike oil—or I guess these days we would want to
strill((e something else more valuable—in terms of making a system
work.
Reform requires investment. The State of Missouri is making
substantial investment out of its General Revenue Funds in order
to move forward in this respect. It is an investment which, as Gov-
ernor Kean has very clearly pointed out, will redoubt as well ore
more to the federal treasury if it is successful as it will to our own.

I thank you very much for your commitment to examining alter-
natives, to clear the web of dependency, and to remove barriers to
work and move people across the bridge to independence and pro-
ductivity. Our focus must be education as well as jobs, and I am
grateful for this opportunity.

Senator MoyNIHAN. Governor, we thank you for an extraordi-
nary statement. We very much appreciate it.

[Governor Ashcroft’s written testimony follows:]



353

Testimony Prepared for
' GOVERNOR JOHN ASHCROFT
STATE OF MISSOURI
before the
U.S. Senate Finance Committee
Subcommittee on Social Security and Family Policy

February 23, 1987

{Senator Danforth will introduce you to the committees.)

[ appreciate the opportunity to be with you today to discuss the Missouri

Learnfare/Welfare-to-work proposal. 1 am grateful for the leadership that -

you, Senator Moynihan and this subcommittee are bringing to the issue of

welfare reform. Restructuring our welfare system must be a top national

Our strategy must be to help Americans move from the dependency of

priority.
we help people

welfare to the dignity of work, from poverty to productivity.

most when we help them to help themselves.

Increasingly, the welfare system is criticized as an obstacle to independence

It has bred what amounts to a web of long-term dependency that drains

resources, productivity and the human spirit. Analysts from all points on the

political spectrum fault the welfare system for causing family fragmentation,
erecting barriers to employment, excessive cost and, perhaps most troubling,

for serious erosion in the aspirations and motivation levels of children in

welfare families.
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Our current welfare system has wrung the spirit of hope out of most of these

families. We must re-awaken these citizens to their abilities and

opportunities. We need their productive efforts,

Our welfare system has been arouna 1 long time, It's old, and it's tired, and

it doesn't work. Our people who con't work are caught in a system that

doesn't work, a system, in fact, that 1s devoted to not working.

As governors, my colleagues and { snare two important and related agenda

items: education and economic gevelopment. The quality of schools--excellence

in education--cbntributes greatly to the overall quality of life, an important

consideration for industries seeking to locate or expand their production. An

educated and trained work force 15 tne key component in our states' efforts to

attract and develop new industri2s. Ang finally, individual self-

advancement--like statewide economic cevelopment--rests in large part on the

attainment of knowledge and skii'ls.

But, the changing world economy nas r2stricted manufacturing employment--the

traditional avenue to self-sufticiancy, €3r the unskillea., Service-sector

employment requires mastery of resdinj, ariting and computation skills.
Demographic projections indicate a national labor shortage by the turn of the

century. A declining number of ,ouny people and an increasing number of

functionally illiterate will compouna this problem.

Missouri is fairly typical 1n tnis respect. A report prepared for the

Missouri Opportunity 2000 Commission, which | established to help our state
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prepare for the next century, forccasts our future labor force growth to be
well below the twenty bercent level recorded between 1970 and 1980. Ten year

growth rates are expected to fall to thirteen percent during the 1980's and to

nine percent during the 1990's.

Future Missouri employers are likely to find entry level workers in especially
short supply. By the year 2000, seventeen percent of our labor force is

expected to be in the traditional entry-level age group, down from twenty-one

percent today.

Whileé promising great potential, these demographic circumstances do not by

themselves ensure job placement for welfare recipients. It is evident that

the educational grade level attained is a significant factor in obtaining

*

employment,

In fact, completion of the 12th grade doubles the chances for employment
compared to dropouts, For welfare recipients, recent data from the Missouri
wIN program shows that among persons leaving welfare to take jobs, those who

had completed the 12th grade accounted for over 50% more placement than those

who had not.

And, of course, high schoel graduates have the advantage in obtaining higher

quality, better paying and more stable jobs. The literacy level of welfare

recipients must be raised to significantly increase the employability of

welfare recipients in today's and tomorrow's job market.
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The time has come to begin a serious and sweeping effort to use our collective

resources to liberate the God-given potential of people caught in the web of

welfare dependence.

In Missouri we are proposing a comprehensive program called Learnfare.

Learnfare will remove the lack of a high school education as a barrier to
employment. Combined with Missouri's Welfare-to-work program, an initiative
providing training for skilled jobs, [ believe we can successfully break the

cycle of poverty for many Missourians.

To break the cycle of dependency | believe our efforts must begin with

education,

In Missouri, we know that previous Job training programs for welfare clients
have suffered from the fact that many of the recipients do not have the

necessary educational levels to make them ready for training.

Teen pregnancy begets low educational achievement; low educational achievement

begets unemployment and dependency. E£ven the most motivated welfare

recipients face stiff competition i1n today's labor market without a diploma or

GED. Inadequate education also prevents recipients from being competitive for

Job training opportunities. It is a vicious cycle that only education can

break.

Qur Learnfare/Welfare-to-Work initiatives target these welfare dependency

factors with new weapons.
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First, Learnfare boosts the cducational level and job potential of AFDC
parents. Those who lack nhigh school diplomas will be required to
register in adult basic education or an equivalent high school program.

Only those parents with prescnool children or special hardships are
exempted from this requirement,
Second, our Welfare-to-a0rk plan offers new job opportunities for AFDC

parents through mandator, registration for job skills, Jodb search, Job

experience and job placement programs. Qur plan also offers individually

tailored guidance by assigned case managers.
We will locate job service staff in our welfare offices to provide

immediate access. Potential welfare applicants will find their first

application is a )ob application.

Qur initiatives also 1nclude a major expansion in day care. This will

nelp AFDC parents get the maximum benefit from the new education and

employment opportunities.
Finally, our initiatives provide a new Community Work Experience program,

This program will provice on-the-job work experience to those lacking Job

histories and those who are unsuccesstul in the education, training and

job search components of the program.

Learnfare represents a joint long-term investment by society and those most fin

danger of long-term welfare cependence.

This massive assault on low educational attainment also promises positive

spillover effects for the children of welfare recipients. Perhaps for the
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first time, children of AFDC parents will see the most important people in
their lives, their role models, working to further their education. They will
benefit from the increased self-esteem of their parents, and recognize the

importance of education and the doors of opportunity it can open,

When children bring school work home, parents at least will not be intimidated

and at best will be able to participate in their children's educational
effort. .~
Learnfare is the first step in oqur welfare reform efforts in Missouri. Our

companion proposal, Welfare-to-Work, provides a range of employment-oriented

training and job experience programs. Graduates of Learnfare and recipients

who already have a diploma or GED will engage in activities gesigned to lead

them from dependency to employment and permanent self-reliance.

Our initiative also includes a major new investment in child day care and

other support critical to the transition to self-reliance. [In addition to

“transition" day care for parents just entering employment, the new initiative

will provide a stipend to defray participants' transportation and other

program-related expenses.
We must remove other barriers to independence and dignity. Its time for
government to quit offering help only if working people give up and go on

welfare. By expanding Medicaid coverage to low-income families we can prevent

the fear of loss of medical benefits and remove an incentive to stay on

welfare. We will also strengthen the enforcement of child support obligations

and crack down on welfare fraud and abuse.
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Our nation's most precious resource 1s its people. Non2 of us can achieve our

full potential until each of us 1s enabdled to take full advantage of

opportunities for personal development and productivity. No less than any of

us, most people trapped in depencency want better lives for their families and

children. We all want our chilaren to recognize their gifts from God, and to

make the most of those gifts.

Learnfare and Welfare-to-Work tax2 4n aggressive yet compassionate approach to

these problems. Most important, :n2y nelp people to help themselves.

[ began my remarks by noting tnal tne current welfare system has spun a web of

dependency that drains resources, productivity and numan spirit. As the

welfare system currently exists, :itents face a bewtldering maze of
bureaucracies that--although intencec to help--pose a formidable barrier to

employment: day care from one ajenc,, ;ob search from another, education and

job training from yet other agencies. Tre same bureaucratic maze that faces

our clients also faces our prugran geninistrators.

We must recognize that government--t=ceral, state or local--can only be a

partner to other institutions in predking the web of welfare dependency and

building individual opportunity.

.

National welfare reform proposals nwust acknowledge the importance of state and
community based reform. Those efforts can more successfully adapt to the unigue

characteristics of the fifty great states of our nation and the hundreds of
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local communities and neighborhoods. We need your help in changing the

current rules of our welfare system that allow for little variation or
experimentation. We need federal! legislation providing general and system-

wide waiver authority. State and local efforts to reduce welfare dependency,

such as Missouri's Learnfare/Welfare-to-Work, need this flexibility to make

work more rewarding than welfare.

When we were discussing our proposed programs with federal officials, we

explored the pessibility of requiring mothers with very young children to

participate in Learnfare/welfare-to-work.

We were told that to do so would require a Research Demonstration waiver. MWe

said fine, how duo we do that?

The federal officials responded that another state had already received such a
waiver as we were describing, with very good results. Since the topic had

already been "researched” we would not be able to secure such a waiver.

We already know that it works, so we can't secure another demonstration

waiver--it's already been demonstrated.

Clear, simple rules from Washington will allow more creativity in treating

community problems and individual welfare cases.

There are no simple solutions to breaking the web of welfare dependency. The

key is to prevent dependency. Education any work leads to increased self-
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reliance and dignity. Work is always better than welfare because it ennobles

people and leads to the direct opposite of dependency--independence and

dignity.

Reform requires an investment, but it will be less expensive than perpetuation

of welfare dependency. | firmly believe that the people of this nation expect

more for their money than merely providing a subsistence to people trapped in

dependency. The alternative must be to brush away the web of dependency by

removing the barriers to work. Our focus must be education and jobs.

Thank you, -Mr. Chairman,
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Senator MoyNIHAN. Now we will follow our usual practice.

Senator Bradley?

Senator BrapLEY. Thank you very much, Mr. Chairman.

Let me say that occasionally some officials come in and offer
their testimony, and it is not, shall I say, “always enlightening,”
but I have found both of your testimonies exceedingly helpful to
the consideration of this committee. I mean that, and I appreciate
it very much.

What I would like to do is to give Governor Kean a chance to
talk a little bit more about what we are doing in New Jersey in
child support, one of the areas that is so very important to the
total picture.

You mentioned job training and Medicaid and child care and
child support, and you talked about guidelines that you established
for child support. Could you share with the committee what the
impact of that has been?

Governor KeaN. Yes. When we have gone back and rechecked
again on the kind of child support that should be being provided by
fathers, we have been able to double—actually double—the amount
of money that we have received.

Senator BRADLEY. You have doubled the amount of money?

Governor KeaN. Yes, actually doubled.

Senator BRADLEY. Based on simply putting guidelines in as op-
posed to simply waiting for court orders?

Governor KeaAN. Yes.

Senator BRADLEY. I think there might be a message there, Mr.
Chairman.

What about the impact of the review of old AFDC cases? By
ls;iemp‘l)y reviewing old AFDC cases, what has the impact of that

en?

Governor KEaN. We went back and looked, working with the
courts, at about 1500 cases on a trial basis, and we found that,
again, we were able to almost double the obligations and increase
collections by about $5 million, just for that sample. So now that is
something we want to do on a regular basis, and I think it is some-
thing we would recommend you consider now.

Senator MoyNIHAN. Would you send us those numbers? We
would appreciate that.

[The information follows:]
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The Honorable Patrick Moynihan, Chairnan

Subcommittee on Social Security &and
Family Policy

United States Senate

Washington, DC 20510

Dear Senator Moynihan: .
Thank you for the interest you expressed in Governor Thomas Kean's
testimony regarding the need to strengthen child support enforcement
as part of welfare reform. We believe that the recomnendations which
ve made at the February 23 hearing on Work and Welfare would result in
enormous savings in welfare expenditures at both the federal and state

level and 8 more decent standard of living for children living in single
parent households.

The following summarizes projects we have initiated or plan to inftiate
in the near future and the need for federal legislation:

1. ESTABLISHMENT OF CHILD SUPPORT GUIDELINES

Last yvear the New Jersey Supreme Court relzased guidelines which

are based on a concept called "income shares' that allocates the
proportion of disposable income that normally would have been spent
on the children of an intact family. We anticipate that these
guidelines could more than double child support orders in New Jersey.
Persons with incomes below the poverty level will not be subject to
the guidelines but will be required to pay a nominal amount.

Federa) Action Needed

Because of the demonstrated success of this program, we propose
that states be required to comply with child support guidelines as
a matter of law, held to the irreparable harm standard,
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2. UPWARD MODIFICATION OF CHILD SUPPORT PAYMENTS

In July 1985, we conducted a pilot project in ore of our counties

to determine whether prior child support orders were in compliance
with the new child support guidelines. Because we found such enor-
mous discrepancy between the orders and the amount the absent parents

. should pay, we extended this project to 19 of the 21 counties.

We have reviewed about 1500 cases which has resulted in increasing
child support orders from $2.2 million to $4.9 million, a 130 per-
cent increase. This represents only about three percent of the
50,000 absent parents with children on welfare who we estimate have
incomes below the guidelines. About 26.3 percent of the AFDC cases
were closed due to the increase in the child support collections.

Furthermore, we have found that, contrary to popular belief, most of
the obligors have incomes high enough to pay their fair share of
child support. A review of 650 cases in seven counties found that
the average annual gross salary of the obligor was $20,266. Also,
virtually all of the cases had health insurance which possibly could

be available to the childrenm.

Federal Action Needed

We propose that states be required to modify child support orders
on a regular basis in compliance with gpecific income guidelines.
States should be permitted to do this administratively rather
than through the courts. This would reduce administrative costs
and increase the number of cases which can be processed.

PRIORITIZATION OF CHILD SUPPORT CASES

Currently, federal law requires that we treat all child support cases
the same. However, we would like to give priority to those cases in
vhich the custodial parent is participating in REACH.

Under the current system, if a welfare client accepts a job at or
slightly above the minimum wage, this individual will suffer a sub-
stantial loss in AFDC payments and Medicaid coverage. This results
in a disincentive to accept training or entry-level employment. If
we were permitted to target our enforcement efforts toward the ab-
sent parent in those cases, we could increase the welfare client's
total income and assuage her fear that wages from a job would not
be sufficient to compensate her for lost welfare benefits.

Federél Action Needed

The Secretary should be granted clear authority to grant waivers to
states that want to target their child support enforcement resources
towards cases which will reduce welfare dependency.
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4.

IMMEDIATE INCOME WITHHOLDING

As part of our welfare reform initiative, we will request state
legislation which will result in automatic immediate wage with-
holding in child support cases at the time the order is issued.
The current federal requirement 14 that wages are withheld when
the obligor is 30 days in arrears. The requirement in New Jersey
is 14 days, yet we have found that this more atringent standard is

also inadequate.

The reason is that by the time we locate the employer, find the
obligor, notify him and wait for a response and the exhaustion of
all of his administrative appeals, it is months before the wages
are actually withheld. During that period we estimate that about
$20 million is lost in New Jersey in child support payments. Fur-
thermore, this estimate applies only to AFDC cases. If non-AFDC
cases were included, the impact would be even greater.

It is clear that the current system is not working. It is costly,
ineffective, and unfair to the child who 1s denied the basic neces-
sities of life for months at a time. Furthermore, the current
system reinforces the attitude that wage withholding 18 a stigma

which it should not be.

Federal Action Needed

While we plan to initiate this change in New Jersey our success
will be limited because 30 percent of all absent fathers owing
child support reside in other states. This is an interstate issue
wvhich can only be fully addressed at the national level. The fed-
eral government should require that wage withholding be automatic
for all adjudicated cases at the time an order 1is entered without

the need for presumption of default,

SPECIAL PROJECTS TO REDUCE WELFARE DEPENDENCY AMONG TEENAGE PARENTS

The Department has been awarded $1.9 million from the Office of
Family Assistance for a program to reduce long term welfare depen-
dencyv among teenage parents in Camden and Newark. An innovative
component of the program will be that teenage fathers will also be
required to participate in job training or attend school in order
to receive other welfare benefits such as AFDC, food stamps or
general assistance. This should result in increasing child support

collections,
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Federal Action Needed

States should be permitted to make special efforts to enroll fathers
in AFDC or food stamp employment and training programs when the
custodial parent and child are also on public assistance.

In conclusion, in order to assist New Jersey and other states to obtain
the support children are entitled to, we ask that states be required

to comply with child support guidelines as a matter of law; be permit-
ted to modify child support orders administratively to reflect increased
earnings of the obligor; be granted the flexibility to prioritize cases
to reduce welfare dependency; and that all states be required to with-

hold wages at the time an order is entered.

Please let me know if I can provide any further assistance.

Sincerely,

Y 1/
AT '////
,'/5“(( oe—

Drew Altmarf, A
Commissioner

DA: 17
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Senator BrRapLEY. And on immediate wage withholding for the
AFDC noncustodial parent, the impact of that? Would you suggest
we do that or that we would allow you to do that?

Governor KeaN. Yes. We estimate that we will increase our col-
lections, just with that step, and even with the problemrof delin-

uent fathers in other states, by about 20 percent, or $11 million in
the first year. So, that is an important step, too.

Senator BRaDLEY. What occurs to me is that you are really going
after the very difficult part of the welfare ﬁulation, which is so
important. Y’Z)u are not just skimming off the top, but you are
really saying that if New Jersey has a booming economy, which we
have, and if it can be done anywhere, it ought to be done in our
state, because the jobs are there, the demographic trends are there,
and the commitment of a state government working with a federal
government might actually make an impact on that problem.

Governor KeaAN. A great impact, I believe.

Senator BRADLEY. Mr. Chairman, thank you.

And again, I would like to thank both of the witnesses.

Senator MoYNIHAN. Indeed.

Governor Ashcroft, would you like to have your associate come to
the witness table so we can welcome him?

And you are Mr.——?

Mr. STANGLER. Gary Stangler.

Senator MoyNiHAN. How do you do, Mr. Stangler. Good after-
noon.

Senator Danforth?

Senator DANFORTH. Mr. Chairman, thank you very much. I share
the comments of Senator Bradley; I think that this has been very
interesting and informative testimony by both governors. I also
think, Mr. Chairman, it is further evidence that we don’t have a
monopoly on good ideas in Washington, that there are plenty of
people out there that——

Senator MoyNIHAN. We were getting pretty close to a monopoly
on bad ideas. [Laughter.]

Senator DANFORTH. That is very possible.

Senator MoyNIHAN. We seem to have a corner on that market.

Senator DANFORTH. But I think, to hear some of the innovative
thoughts of people who have been working in the states on these
matters is really very, very exciting.

Governor Ashcroft, I take it that you are not here to ask us to
spend a lot of money; you are here to ask us to let you do your
thing. Is that right? What you want is flexibility, what you want is
the ability to put your program in place. Is your program in place
now, or are there some barriers that we have somehow created at
the federal level?

Governor AsHCROFT. Well, as I indicated, we would like for our
program to be in place for families with children who are under six

ears of a(fe. Right now, we asked for a waiver, and someone else
ad already done successful research saying six years wasn’t logi-
cal and that it would work under six years; but, since that has
been done, we couldn’t do it.

We do need the flexibility. We are not askin% you to spend more
monsy. Ideally, I think Governor Kean and I are asking you to
spend less money, to join with us in an investment that should
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.

!1telp us spend less money. And we do need the flexibility and clar-
ity. ‘

One of the problems is that so many of the welfare services cut
across the lines of a wide range of agencies, so we do have a prob-
lem with regulations. Unfortunately, I am not as conversant with
all of those problems as I ought to be, but they tend to hamstring

our efforts. .
- So, any move toward flexibility for us to make these experiments

will be helpful.

In the first year we are starting this program, we have a $§9-mil-
lion or so fiscal note. We are going to be using some of the federal
funds available to us now. It will cover about $3 million of the pro-
gram. It will take about $6 million of state revenue. And I believe
there is at least an equal payback for every one we move off wel-
fare, so that the Federal Government’s investment in what we are
doing here really is less than the states, but its return will be equal
to or greater than the states’. -

What we are asking for here is greater flexibility and clarity and
opportunity. We are kind of asking for opportunity so that we can
promote a different kind of opportunity among the people.

I want to make one other point, and that is about the concept of
who we are dealing with. I think Senator Bradley very carefully
noted, that when you are down to 3.6 percent unemployment like
you are in New Jersey, you are dealing with long-term hard people
to get off the rolls; it is not a process of skimming or of ‘‘creaming”
as they say.

And my program is a required program. You have to, in order to
maintain benefit, improve yourself educationally if you haven’t at-
tained the skills. It would be pretty easy to develop a program
which said it was voluntary, and just take the people who were
highly motivated and were going to do it anyhow, and the people
who do not constitute a part of a long-term welfare problem. I
think when you require activity and require participation by recipi-
ents, when you get down into that group of individuals who tend to
stay on welfare, the people who are on there for multiple numbers
of years and have a one in twenty chance under the current system
of ever getting off, and you begin to ask them to participate, I
think that is fundamental.

Senator DANFORTH. Just one other question: In providing addi-
tional flexibility, is ‘this something that we could do generically? 1
mean, do we just pass a bill which in effect says the state§ have
more flexibility? Or is the guest for flexibility something that is
pursued on an ad hoc basis? Is it part of the problem of dealing
with the Federal Government that all the time barriers to your dis-
cretion crop up, or instead, is it something that is the nature of the
welfare program as currently drafted, and something that we could
fix by inserting the appropriate language in specific legislation?

Governor AsHCROFT. There has been a report to the President
that recommends a system-wide waiver that would give a great

deal of flexibility.
You may be able to comment on that more intelligently than I,

Gary.
I\l'?r,'. STANGLER. Senator, what the domestic policy report to the
President suggested was system-wide waivers. At the local level, re-
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cipients get daycare from one agency, job training from another
agency, adult education from another agency. And in the current
sgstem we can give waivers in categorical programs, and I would
think that the idea of a system-wide waiver may indeed have merit
to be considered in the legislation you are describing.

Governor KEAN. Senator, to also answer that, we need to be able
to get waivers independent of the research area—because the re-
search area is limited. We have run into exactly the same problems
that Governor Ashcroft ran into. All of us do. In other words, if we
had the flexibility to seek waivers not just for research but for solid
programs, I think it would be helpful for all of the states.

Senator DANFORTH. And that can be done generically? That can
be done by general language in a bill?

Governor KeAN. Yes, I believe so.

Senator DANFORTH. Thank you, Mr. Chairman.

Senator MoyYNIHAN. Could I say that I was with Mr. Hobbs
Friday evening. He said, I guess on McNeil-Lehrer that the Presi-
dent’s proposal is going to come up to this committee, and we are
going to welcome it, and we welcome him.

I hear you both, and it has just been a long succession of men of
equal stature in our country saying that we have a moment of op-
_ portunity here—don’'t we? This is the one thing in the country

where maybe nobody is mad at anybody anymore. [Laughter.]

I mean, we are trying to work this thing together.

It is tough. Let me just say that we had Mayor Holland who
came down from Trenton to testify on behalf of the Conference of
Mayors—brilliant testimony, a fine mayor. But there you are, sir,
with the second highest per capita income in the country, and an
unemployment rate which even 20 years ago was thought to be
low—you know, 3.6 percent is full employment. And yet a quarter
of the population in your state capital is on welfare—a quarter of
the population, in Trenton.

And you, sir, come from the Great State of Missouri, as Senator
Danforth has taught me to say. That brings to mind Lee Ruin-
water’s great studies of Pruitt-Igoe which were done at Washington
University in the 1960’s. Pruitt-Igoe won a nationwide award for
design excellence, and so forth and so on, but it was all destroyed
when the Housing Authority couldn’t control the vandalism and vi-
olence that plagued the project. In the end, the only thing they
could do with what was thought to be one of the best housing
projects in the world was, as Governor Ashcroft said, dynamite it.
That was the only thing they could think to do.

Senator DANFORTH. I believe we are dynamiting another one this
week, aren’t we, in Kansas City? '

Governor ASHCROFT. Speak for yourself. [Laughter.]

You are not going to get me to say I am dynamiting housing.
[Laughter.]

Senator BRADLEY. I understand Senator Danforth would like to
:;lbinit a statement to the record concerning dynamiting. [Laugh-

r.
Senator MoyNIHAN. Yes. We will leave the record open for a
week in case there is some unexplained explosion in the Western

part of Missouri. [Laughter.]
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Could I just say—and thanking you very much, both of you—that
I heard three things. I heard the idea of contracts, the idea that
there is an exchange of obligations, that citizens have them and so-
ciety has them towards citizens. Mr. Mead over there has taught us
something.

I hear you talk about—the word “‘targeting” is not the best term,
but that there are particular persons who you can recognize as
being very much at risk in this system, whereas others aren't,
really, if at all. And there will be a certain number of persons for
whom AFDC is a form of income replacement, just as unemploy-
ment insurance is, and then something happens with a divorce and
separation, and people get their lives back together. But there are
some people who walk in your door, and you know they are candi-
dates for a lot of trouble—aren’t they?—and their children. And
you want to be careful with them.

I also hear child support. You both think there is a problem. You
know, our system of welfare began as a widow's pension, back
when women were expected to stay at home. Well, it can’t work in
a world in which less than 5 percent of the recipients of AFDC are
widows. There is a paradox. There is another paradox there, when
he or sometimes she has earnings.

You might be interested in the fact that in Indianapolis they are
taking some of those very young people, the young males, and they
say, “All right, we are going to introduce you to the pleasures of
manhood, and you are going to pay, say, $12.50 a month. Get start-
ed.” You know? We'll say, ‘“Begin paying now, because you are
going to be 30 some day, and your child is still going to be a minor,
and you are going to be making adult wages.”

Can I ask you one more question before you leave? The WIN pro-
gram—I want both of my colleagues to hear this—it's funding is
due to exgire in June. You wouldn’t want to see that happen,
would ggu. Mr. Stangler and Mr. Altman, join in.

Mr. STANGLER. Absolutely not, Senator. What we want to do will
require a WIN demonstration waiver to implement Learnfare.

nator MoyNIHAN. A WIN demonstration waiver wouldn’t help
you very much if there was no WIN.

Mr. STANGLER. That is right.

Senator MoyNIHAN. I think you have logic on your side.

Mr. StaANGLER. Thank you, Senator.

Senator MoYNIHAN. And Mr. Altman?

Mr. ALtMAN. 1 think that is right. I think the really important

rinciple is that, as the Federal Government shares in the savings,
it should share in the investment necessary to produce those sav-
ings, whether through WIN or in some other way.
nator MoyNIHAN. Well, we are facing a deadline here, and pos-
sibly we can use this to further the purposes of getting ourselves
somge general legislation as well as specific legislation on this
matter. :

Senator DANFORTH. Thank you, Mr. Chairman.

Senator MoyYNIHAN. Governors, you probably have 50 places
where you are supposed to be, and the President is probably wait-
ing for you. You couldn’t have been kinder, and we very much ap-
preciate your testimony. And thank you, Mr. Stangler, and thank

you, Mr. Altman.
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Can I say to our guests here that we are not finished. We are
almost finished, but Senator Larson is here.

Senator Larson, you have made it here from Connecticut, and we
appreciate it. We heard earlier from your associate Art Agnos from

California.
I really must ask that we have quiet in our committeeroom so

that we can hear our guest. .
Senator, we welcome you. We know it was a hell of an experi-

ence getting here. but you made it.

STATEMENT OF THE HONORABLE JOHN LARSON, PRESIDENT,
CONNECTICUT STATE SENATE, ACCOMPANIED BY FREDRICA
GRAY, EXECUTIVE DIRECTOR, PERMANENT COMMISSION ON
THE STATUS OF WOMEN, AND CECILIA J. WOODS, LEGISLATIVE
AND RESEARCH DIRECTOR, SENATE DEMOCRATIC OFFICE,

STATE OF CONNECTICUT

Senator LArsoN. It was a harrowing flight, Mr. Chairman.

But certainly, Chairman Moynihan and members of the commit-
tee, it is an honor to testify before the Subcommittee on Social Se-
curity and Family Policy. I am certainly grateful to Joy Wilson of
the National Conference of State Legislators for providing your
committee with testimony, and to your staff, Senator, for the atten-
tion they have ziven my staff in preparing for today’s hearing.

Senator MoyNniHAN. That is very thoughtful of you.

Senator LAnsoN. For the record, I am John Larson. I am the
President Pro Tem of the Connecticut State Senate, and accompa-
nying me here today and sitting directly behind me are Frederica
Gray from the Permanent Commission on the Status of Women
and Cecilia Woods, the chief analyst and Research Director for the
Senate Democratic Office, State of Connecticut.

Senator MoYNIHAN. Ms. Gray, and Ms. Woods, if you would like
to é’zin us up here, we would like to have you do that.

nator LARsON. We would like to have them up here, Senator;
they have been dying to meet you and of course be conversant with
you},l but they are a little shy, and I am glad that you brought them
up here. _

Senator MoyniHaN. We welcome you, ladies.

Senator I.aArsoN. I would like to compliment you, Senator, for the
comprehensive nature of the work you are undertaking in your in-
quiring into welfare reform or replacement.

Commissioner Heinz from our Department of Income Mainte-
nance in the 'Stale of Connecticut has attested to a holistic ap-
proach in concern for the family in this committee, and, Mr. Chair-
man, I would be less than honest if I didn’t indicate to you that
“Family and INation” has provided much in the way of intellectual
underpinnings for a program of work that we have embarked on in
the State of {onnecticut. )

We in the State of Connecticut have introduced a comprehensive

rogram entitled “The Future of Connecticut Families, Balancing
ome and Work,” and our goal is to establish a comprehensive pro-
am that nurtures our primary institution—the family. The
ax&lcliy, by the way, is an institution whose deterioration has been
noted by this committee. We know, of course, that as a nation we
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have no national policy that is directed at the family; in fact, we
are alone in the Western Democracies of this world in that circum-
stance, that unfortunate circumstance.

This gives added emphasis, in my mind, to the need for a policy
in the area of work and welfare that we have been asked to com-
ment on here today. It also exposes the broader interrelated con-
;‘:em.? which, if neglected, will further weaken the American
amily.

Let me focus, then, on work and welfare from a state legislator’s
perspective. Certainly in the State of Connecticut we are not
unique and share several similarities in dealing with poverty on
both a structural and cyclical basis with many other of our fellow
states.

I think, in considering the following from the State of Connecti-
cut, and listening to the Governors, we are the wealthiest state in
per capita income in the United States, and yet we have three of
the poorest cities in this country. Seventy-eight percent of our poor
are women and children. Ninety-four thousand children are living
at or below the poverty level in our state. One child in seven under
the age of six is impoverished in the State of Connecticut.

I know Commissioner Heinz has talked about the national situa-
tion where one in four children is impoverished. Without a compre-
Pensive policy, we feel very strongly that we are forsaking our
uture.

It used to be, in the 1950’s, that 70 percent of all families con-
formed to the model of the working husband and the woman stay-
ing at home to rear the children, what we called the “Father
Knows Best” model or the “Ozzie and Harriet” model. It is not
quite clear what Ozzie did for a job, but that is the model that we
have referred to frequently in testimony.

In 1986, we have seen this figure drop below 7 percent. Families
are in transition; dual households are the rule not the exception;
single-parent households are increasing; and in Connecticut, 40 per-
cent of all families maintained by women live below the poverty

level. .
. Senator MoyNiHAN. In the state with the hﬁ/ghest per capita
income.

Senator LARSON. In the state with the highest per capita income!

In establishing a public policy, interrelated needs require collabo-
rative attention by both the state and the Federal Government,
which includes a decent job—the real ticket out of welfare—child
care and nutrition and medical care that is associated with rearing
children, job retraining, transportation, and affordable housing.

A work and welfare agenda that is incentive-oriented, that fos-
ters dignity and integrity, can form the cornerstone of a federal
policy that buttresses the family.

In our family and workplace program in the State of Connecti-
cut, we have emphasized the importance of economic self-sufficien-
cy and supportive service. This is a direct means of addressing the
welfare-to-work problem that is not a quick fix and requires sub-
stantive counseling and continuing education.

Economic self-sufficiency creates esteem and value associated
with having a viable job, and it serves to foster dignity within the
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recipient; particularly, Senator, when we are looking at the struc-
turally poor, we recognize this importance.

To achieve this, we advocate that, aside from its funding of pro--
grams that encourage incentives to get off of welfare, that the
states have the continued flexibility as was outlined by the Gover-
nors to create and devise their own programs; for, what works in
Hartford may not necessarily work in Hackensack, with all due re-
spect to Senator Bradley and the good Governor who preceded me.

In Connecticut, for example, we have two incentive programs.
One has been in existence over the past year, and the other one we
seek to create. One is a pilot program on supfortive work that we
want to expand to some of our poorer cities. It targets welfare re-
cipients and aids and supports them by funding unsuhbsidized em-
pl%ment.

e have a Women's Employment and Education pilot program
that places increased emphasis on job development, job matching,
and places AFDC women in permanent jobs in the private sector, a
model that we adopted from your State of New York, Senator.

The results of the data we have received have been encouraging.
In our supportive work model, we saw a 22 percent increase in the
number of recipients who entered permanent unsubsidized employ-
ment, and the Women’s Employment and Education pilot, again,
modeled after the New York program, boasts an 85-90 percent re-
tention basis for people who are employed in private rector jobs.

Economic self-sufficiency in our minds also means a commitment
to close the gap as it relates to pay equity, to increase the mini-
mum wage, amdp to service the displaced homemaker, the underem-
ployed, the underskilled, the disabled, and the working poor. Eco-
nomic self-sufficiency can only be accomplished with supportive
services, which include adequate child care, medical and nutrition-
al needs, continuing ed, jobs training, remediation for the undered-
ucated and the underskilled, not to mention, as I have in the past,
both transportation and housing needs.

In our program, we have sought to increase rates for purchase of
service for daycare for AFDC mothers. In the States of Connecticut,
where the cost of daycare on average was $70 a week, we were pro-
viding AFDC recipients with a $45-stipend. Obviously that is not an
incentive for a working parent who is concerned about rearing
their child to get off the welfare rolls and into employment and be
assured that their child is receiving adequate care.

We have expanded the creation of tax incentives for the private
sector, so that business can become more directly involved through
tax breaks in terms of offering a childcare center. And for smaller
businesses we have sought out consortiums, to form consortiums,
on their behalf with outreach work done by the State of Connecti-
cut, to encourage programs for the smaller private sectors.

In conclusion, Senator—and I thank you for allowing me to sum-
marize—the nation needs a national policy that addresses the con-
gerns of all families, or we certainly will be forsaking our country’s

uture.

“Work and Welfare” and the policy that will be formed by this
subcommittee will play an integral part of that national policy and
should apply, in our mind, again, to an incentive that is flexible
and provides states with varying models. Models that indicate the



374

kinds of initiatives that states across this nation have taken, and
perhaps ideas also that have come forward from Washington that
instill and foster dignity, so that, particularly, the structural and
generational and attitudinal problems that are inherent with the
impoverished can be addressed, with the understanding of the need
for self worth and self esteem.

Lastly, Senator, to avoid past failures, programs of this nature
need integrity. Senator, something that you emphasized in your
book “Family and Nation” and something I feel very strongly
about, is the need, when we are putting forth creative ideas and
programs that are addressing our welfare concerns, that we have
the evaluative tools necessary to measure the worth of those pro-
grams and to indicate whether or not they are efficiently run and
are effective on behalf of their recipients. Without this, I think
that we as states are not going to be accountable to the Federal
Government when we ask for funds or to the taxpayers who ulti-
mately pay the bill.

I thank you for your time before the committee, and I will
answer any questions you may have.

Senator MoyNIHAN. Thank you, Mr. President, and I am sorry
the committee as a body is gone, as they were very slow in arriv-
ing.
On that last point, Art Agnos, Assemblyman Agnos, who was to
speak with you this morning, described this program in California,
GAIN. They have engaged the Manpower Demonstration Research
Corporation, MDRC—I am sure you know them—to monitor what
goes on. You know, “You come in, and watch how we do this.”
They are studying now 9 counties, and by 1990 they mean to be
statewide, and they are going to keep themselves honest.

The great point there is, when you don’t have real records,
anyone can come along and say anything about you, and you can’t
dispute it. ] mean, we have been going through a sort of time in
this town for the past five years in which the reigning doctrine is
tﬁat you have problems because you tried to do something about
them,

Senator LarsoN. Well, I believe you tried or attempted to create
an Office of Legislative Evaluation that ultimately became the
function of the GAO, and it was the good Senator Abraham Ribi-
coff from my State of Connecticut that initiated that.

But I feel there is very definitely a need on the state level, not
only in matters of welfare and work but also in other critical areas
of initiating legislation, that we have these kinds of evaluative
tools before us.

Senator MoyNIHAN. I am going to have to close off now, because
we have a full committee hearing at 2:30, and they have to sort of
straighten this room out; otherwise, they will abolish our subcom-
mittee. [Laughter.]

But I wanted to make d‘ust two points. Your highest per capita
income in the country and perhaps in the world is in three to four
cities. And Governor Kean came in with the second highest per
capita income, and a fourth of the population in his capital is on

welfare.
Senator LARsON. Their employment is a little bit better.



375

Senator MoyNIHAN. Yes. But note this—note this—young chil-
dren in Connecticut are twice as likely as adults to live in poverty.

Senator LARsON. That's right.

Senator MoyNIHAN. One in 15 adults, and one in seven children
under the age of six. Is this the way we are heading? This pattern
is everywhere—you find it with variations in the mountains, the
proposition that you are twice as likely to be poor if you are a child
than if you are the average adult. It is the first time in our history
where the poorest in our population are the children. History isn’t
going to let us get away with this.

One other question: You have a family agenda of some 30 bills,
you say?

Senator LARsoN. Yes, we do.

Senator MoyNIHAN. Would you please send them to us?

Senator LARSON. Yes, Senator. And we would like dearly at some
point—and I know your busy schedule—to have you come to Con-
necticut. Certainly your voice matters on programs of this urgency.
We would like to think Connecticut is going to be on the leading
edge of establishing a comprehensive family policy, and to have
someone of your stature come to our state to speak on behalf of
that would be an outstanding boost to our program.

Senator MoyNIHAN. I accept. And thank you very much, and Ms.
Gray and Ms. Woods. Thank you for joining us.

We will call this fourth of our five hearings completed.

[Senator Larson’s written prepared testimony follows:]
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“Work and Welfare™
Testimony of Senator John Larson
President Pro Tempore
Connecticut General Assembly
Before the Committee on Finance,
Subcommittee on Social Security
and Family Policy

February 23, 1987

I am very honored to be here today to testify on work and welfare from a

state legislator's perspective and to represent the National Conference of

State legislatures. 1 congratulate Senator Moynihan and other members of the

Subcommittee on Social Security and Family Policy for their foresight in
attempting to frame a national policy that will address not only work and
welfare but many of the other interrelated concerns which are contributing to

the deterioration of the American family.

I am Senator John Larson, President Pro Tempore of the Connecticut State

Senate, While I represent East Hartford, East Windsor, South Windsor and

Ellington, the issues I have been focusing on are not indigenous to my
communities or even to the state of Connecticut. I have been working for six
months with lawmakers and other experts representing many areas of family

concern to develop a package to examine a3 fully as possible the new

priorities of the changing family unit. We are convinced that atate
government efforts must be redirected to ensure that our dollars (and those of

our federal government) are serving the needs of today's family.

While we have been concentrating on promoting a new family agenda for the
state of Connecticut, I believe that these issues have national significance

and can be useful in structuring a national model to combat poverty and

strengthen the-family.

It is really distressing to note that we are the only Western democracy
that does not have a national policy that focuses on the needs of the family.
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We need a federal policy that will buttress the family and one that can be
incorporated into our national fiber both financially and philosophically.
must etart supporting programs that benefit and uplift the family as a unit.

We

Our vision for the future of this nation must actively account for the

concerns of family and we must put forward public policy that nurtures this
primary institution, Without concern for our families, we will be unable to
sustain a productive climate for the nation's future and in turn our economic

and social environments will continue to deteriorate.

In Connecticut I have introduced a new family agenda, which will require
passage of more than 30 bills to enact completely. This is a first-time
effort to assess and address a complete and balanced range of family issues
including day care, paren;;l-medlcal leave, accessibility to health care
services, housing and job training and placement. This program's impact spans
several legislative committees and state agencies.

I know that you are aware of the remarkable trends in our country. With
more children than ever being raised in households steered by one working
parent or by one parent on AFDC, we have a responsibility to rethink and
reshape family services. While you are addressing the plight of the welfare

recipient, you know that there are millions of women who comprise the working

poor and are often in and ou’ of the welfare system. Even in a rich state

like Connecticut we find that children are really suffering. "Young children

in Connecticut are twice as likely as adults to live in poverty. One in 15

adults in our state lives below tihe poverty level. One in seven children
under s8ix lives below the poverty level” according to Growing Up At Risk In

Connecticut, A Collaborative Project nf The Connecticut Association for Human
This signals that we may be

Services and The Junior League of Hartford.
sacrificing our children's well-being and future generations may not be even

as well off as we have been.

While we m;y not agree on all of the reasons why women and children find
themselves in poverty, we can certainly concur that déy care should be an
integral part of a national policy on the family as should employment and

training. We all know that American society has been forced to redefine what
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constitutes a family ~— and that is not yet clear. We have learned that

families come in a variety of forms and thst these families should be

strengthened, supported and valued equally. But one thing that is clear 1is

that children who grow up in a stressful environment, with inadequate

nurturing and attention, will not have a very bright future. In Connecticut
alone, 40% of the teenage inmates in the Connecticut Department of Corrections

have not received more than a ninth grade education. Kids need to get a good

start. And one way to insure that kids get a good start {s to establish a

national policy that reflects a coomitment to strengthen our working families.

As you know, we in Connecticut are very fortunate to have had Commissioner
Stephen Heintz from the Department of Income Maintenance serve as Chair of the
Matter of Commitment Steering Committee of the American Public Welfare

Asgsociation and National Council of State Human Service Adminf{strators (a
Since he has already testified before your

joint policy development project).
However,

Subcommittee, I will not refterate those points which he addressed.
in order to understand some of the components of our family agenda, 1 would

1ike to summarize briefly what we have been doing in Connecticut in the work

and welfare area.

In Connecticut we have recognized that mere "quick placement” into low

paying, dead-end jobs is not productive for many AFDC recipients.

Transitfonal supports are essentifal, Basic education, job training,

counseling, child care and transportation are prerequisites for placement {n
good jobs with real chances for advancement and good benefits.

We are concentrating on your theme, "Work and Welfare”. Connecticut
instituted 1{ts 'Job Connection' in October, 1985, under WIN-demonstration

The first year of operation saw a 22 percent increase in the

authority.
The

number of recipients who entered permanent unsubsidized employment.
number participating in education and training programs more than doubled from

the previous ypar.

Connecticut's Job Connection places emphasis on adequate and supportive

job preparation. Welfare recipients can improve basic skills, receive the

equivalent of a high school diploma, or enroll in a community or state
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technical college. The state also offers supported work grant diversion model

programs. Participants in the supported work program receive wages, instead

of AFDC paywments, counseling, skill sharpening, and temporary placement in a
private job -~ a job which becomes permanent after a successful transitional

period of about 5 months. Retention is high., 1In this sftuation everyone wins.

The state wins as another AFDC recipient becomes self-sufficient; the employer
wins, having gained an employee who has proven his or her skill - and the

participant wins freedom from poverty and dependency on the state.

In our family agenda legislative package, we have a section devoted to

economic self-sufficiency -~ an area we feel is critical for self-esteem. The

stability of our nation's families is affected in large measure by their
We want to provide

ability to achieve and maintain economic self-sufficiency.
In this

adequate mechanisms to enable poor families to reach this goal.

philosophical context, we have focused on education, job training, pay equity

and equality of opportunity. The emphasis is on job development, employment

re-entry and welfare-to-work programs.

We hope to expand our supported work model. This model targets welfare

recipients and aids these people in finding and waintaining unsubsidized

employment. We have two such programs already in existence -- one in

Hartford/New Britain, the other in Bridgeport (a state enterprise zone).
hope to establish this supported work pilot as a permanent program and to
The per participant cost for this program is

We
establish two more sites.
estimated to be $2,000+,

We also plan to incorporate a new Women's Employment and Education Pilot
This pilot program is based uion a successful

Program into our family agenda.
New York City program. We hope to place major emphasis on job development and

job matching to place AFDC women in permanent jobs. We plan to give
significant attention to extensive follow-up and support services,
program to date has boasted an 85-90X retention rate one year after placement.
The long term benefit 18 that AFDC mothers will be able to become

self-gupporting and financlally independent and that the state AFDC costs will
Spending monies on welfare-to work programs should be

This

cecrease accordingly.
viewed as an investment because employment is the only way out of poverty.
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In Connecticut we are firmly committed to pay equity. In 1979, the

General Assembly funded a pilot study to research pay equity in state service
The results of the study revealed widespread pay disparities in 250

In 1981, legislation was enacted to mandate all
To date, the

jobs.
state classified positions.
2600 classified be compared by "objective job evaluation”,
process has shown a 17-20% wage gap between jobs held predominantly by men and
Four million dollars was appropriated last

jobs held predominantly by women.
Our proposals for this year is

year to begin to correct the wage inequities.
to appropriate an additonal $10 million dollars for FY '87-88 to be used to

implement pay equity in State service jobs. We know this is a way to help the

working poor, many of whom are female, and most regrettably, are unsupported

heads of households.

We have also set a priority to provide services to displated homemakers,
Many working parents, both men and women

underemployed and disabled persons.
(and we are as concerned with men as your subcommittee is) are struggling in

positions that are low-paying and offer little benefits or career advancement.
We plan to

Connecticut wants to educate and retrain these adult citizens,
establish another pilot program in the Department of Labor wherein incentive
grants would be awarded to community agencies in each Congressional district.
These programs would provide post-secondary adult, basic educaticn, supportive
services, training and placement to serve displaced homemaker, underemployed

and disabled populations. We hope to spend $1 million dollars in our state

for this effort.

We recognize (and other states should also) the need to train women for
non-traditional jobs that are career-oriented and more lucrative than the
low-paying dead-end occupations in which women are traditionally found.
women can, and should be trained for skilled craft and technical occupations

including electrical, painting, plumbing, electronics, drafting and other
These efforts should include apprenticeships and

These

non~traditional fields.
specialized training through vocational technical schools and technical

colleges. Onenauch project in Connecticut, Women Working Technical, is about

to get underway at Hartford State Technical College. Other projects have

trained women to become cable television installers (Hartford College for
Women) and to help women enter construction fields (Bridgeport YWCA),
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Finally, we are all aware of some of the excellent benefits of the Head

Start program for children. We want to catch those parents who didn't get a

head start. We envision a head start for parents in the adult education
There is substantial evidence which indicates that a large number of

arena.
single parents face a wide range of barriers preventing them from entering the
labor force andlhecoming self-sufficient. Key among the barriers faced by
single parents are insufficient academic and coping skills. In recognition of
the special needs of this population group, a proposed link between.our State
Department of Adult Education, the Bureau of Adult Education and Head Start
should be established to address the particular needs of undereducated single

parents in areas where there is a need for education. Many Head Start parents

are recipients of public assistance. We would connect with Head Start in

order to provide a system of Competency Based Adult Education (including
assessment, education and career counseling, life and parenting skills, basic
education, referral to employment and job placement programs, etc.) This
would be done in a strongly coordinated manner with the Head Start program for
children. Funding for this program would not be extensive ($200,000) but I am
confident that the success of the program will ultimately justify the

financial underwriting.

Again, on behalf of the Senate of the State of Connecticut, I applaud your

Subcommittee's efforts. While the New York Times has quoted Senator Moynihan

as saying, "unless we move beyond welfare, we can now assume that some

one~third of children being born today will be on AFDC before reaching

maturity”, I know that you have hope. We do not want that to happen and it is

obvious that this Subcommittee is committed to find ways to solve this
national dilemma because you are devoting your precious time and energy to a

problem that really affects us all, even if we are not poor and have never

been on welfare.

Since I have been an educator and an insurance agent, I can relate to both
the economic and human concerns associated with welfare reform/replacement.
While I represent a wealthy state, we have three of the nation's poorest
cities and I want to see these cities and their people thrive and grow.

In conclusion, I want to address the family living standard that

78-474 O - 87 - 13
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Commissioner Heintz outlined in his tecent‘report. American families need an
economic floor to stand on, a level of living beneath which we as a society

will not permit them to fall. This is our responsibility as the wealthiest

naticn on earth and while we will no doubt encounter controversy as we

struggle to arrive at a consensue on how this will be achieved, we must agree

at least that a standard must be set. I agree that support services must be

in place to prepare individuals to move to self-sufficiency and to take
advantage of a comprehensive social policy, such as the family living

standard.

The Connecticut family agenda will attempt to hold up the family until we

replace or modify our existing system. Doubtless, there will be increased

debate over a family living standard as there was in the early seventies.
However, we do need to establish a cash assistance plan for families and
eliminate the morass of welfare programs that often do not promote dignity,

encourage people to work or provide a subsistence wage. We should also

consider increasing the minimum wage., I believe thiat there will be public

support to bring a family income up to & minimum standard of living, {if
parental support payments and earnings still leave a family with insufficient

resources and in poverty.

I believe that a family living standard should reflect the basic living

costs in a epecific geographic area. It has been proposed that families with

children will recelve cash assistance in the form of a family living standard
supplement based on the difference between the standard and a family's income,
including wages, child support and any other stipend including housing
assistance, Since I know that this Subcommittee 1is well-versed in this
concept, I will conclude my remarks by stating that I feel this policy has
considerable merit and will most probably be advantageous in the long run to

both federal and state governments.

Again, I thank you for your kindness in allowing me to address this
Subcommittee. We are optimistic in Connecticut. We have had some successes
and we are fortunate to be involved in commenting on the future of federal

policy. We share your concerns for the less fortunate who have hopes and

dreams 1ike the rest of us. Helping people 18 the most important thing those
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of us who serve in the State Capitol are charged to do. Typically, many of

the issues I have addressed in my family and the workplace package have
traditionally been brought to the Legislature in a plece-meal fashion.
believe that our families deserve a more thoughtful approach -~ an approach

that takes into account currently existing services offered by state agencies
1 believe you are doing this

1

and adjusts them to address existing concerns.
in a comprehensive way on the federal level and I applaud your efforts.

"sesMany of the things we need can wait. The child cannot...” (Adapted from a

poem by Gabriela Mistral,)

[Whereupon, at 1:51 p.m., the hearings were recessed.]
[By direction of the chairman the following communications were

made a part of the hearing record:]
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The American Jewish Committee 1s very pleased to have the op-
portunity to testify on the critical natlional policy issue of welfare,
We applaud your efforts, Sen. Moynihan, and those of your colleagues to
solicit a varlety of views on how to remedy the inadequacies of our

existing welfare system.

The AJC strongly believes that such Congressional attention to this
issue is long overdue. We are encouraged that the kind of bi-partisan
cooperation on possible policy approaches needed to forge change appears
to be emerging both within the Cungress and among interested groups.
The AJC is deeply committed to playing an active role in the public
education and advocacy process that will be needed to bring about

welfare reform.

The recommendations that we will offer today are rooted in AJC's
Statement on Economic Policy and the Poor, adopted at AJC's 1986 Annual
Meeting. That statement 1s the culmination of a year-long study process
undertaken by a special Task Force on Social Policy. The Task Force met
in a number of cities around the country, heard expert testimony from a
variety of perspectives, commiszsioned background papers on both public
policy issues and Jewlish teachings and tradition on social policy, and
formulated the position statement ultimately adopted by AJC as the basis
for our ongoing work. The policy statement and background papers have
compiled into a publication, The Poor Among Us: Jewish Tradition and
Social Policy, that has been widely circulated to all members of
Congress and to individuals and groups concerned about the issue,

We undertook this effort for several important reasons, First, as
an organization dedicated to promoting economic and social justice, AJC
believes that the nation must vigorously attack the problem of poverty,
Census Bureau data indicate that poverty remains close to its highest
level in two decades, despite a slight drop in 1985. A disproportionate
number of the poor continue to be minorities or those who live in
female-headed households. And perhaps most troubling is that nearly
one-fourth of the nation's children under six now live in poverty.

Second, we have been concerned about the polarization of the debate
over social policy--a polarization that has paralyzed consensus building
around constructive policy approaches. We hope that the principles and
guldelines AJC has arrived at can help break that impasse.

Third, we believe that religious teachings have a special role to
play in advancing attention to social policy issues. Like the important
discussion sparked by the Catholic Bishops' pastoral letter, AJC's The
Poor Among Us is intended not only to stimulate awareness within the
Jewish community, but also to contribute to the national debate on

soclal policy.

Several gdiding principles shape the AJC's approach to formulating
social policy. We would like to touch on those principles briefly
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before discussing thelr specific application to welfare reform and the
criteria that we believe ought to be applied to any proposed legislative

initiatives.

Approaches to social policy must balance the fundamental American
principles of communal responsibility to provide for others and indi-
vidual responsibility to provide for oneself. To successfully balance
the dynamic tension between these principles, approaches must stress
both the proper role of government in providing adequate support for
those who cannot support themselves, and the need for individuals who
can support themselves to attain economic self-sufficiency.

Other basic principles that AJC espouses are the need to examine
costs and benefits of specific programs, the need to recognize that the
poverty population is diverse, the need to identify appropriate roles
for state and local governments and mediating institutions, and the need
to evaluate the efficacy of all social policy programs.

Finally, other principles emerged through our study of Jewish
values in dealing with economic need. Jewish tradition stresses
preventative approaches, including employment and training; the respon-
sibility of each person and the larger community to aid the poor; the
responsibility of the able poor to strive for economic-self-sufficiency;
the responsibility of the community to provide generously for those who
cannot support themselves, and the need for pragmatic rather than

ideological approaches to social policy.

How then, do these principles apply to our views on welfare reform?
We start from the premise that the federal government must take primary
responsibility for welfare programs, and that those programs must be
made more adequate. Benefit levels should be brought closer to the
poverty line and should be made more equitable and consistent across
state lines. The current patchwork quilt of benefits is simply unfair.
While some states provide much more generous_assistance than others,
most provide levels at far below the poverty line. Moreover, the real
value of A.F.D.C. fell more than 30% in the median state between 1970
and 1985. Another long-overdue reform is mandated coverage of intact
families in which both parents are unemployed. Such families currently
are eligible in only about half the states. Failure to provide such
coverage is a disincentive to maintaining families--a goal that should

underline all social policy.

AJC further recommends that one means of achieving more equitable
benefit levels in a period of diminished resources would be through a
transfer of greater responsibility to the federal government in exchange
for states' assumption of a greater share of other programs, such as
road maintenance, waste water treatment and smaller social services.

While much attention is appropriately being given to job and
training programs that would move recipients out of welfare dependency,
it is simultaneously important to stress that many welfare reciplents--
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the elderly, disabled, mothers with infant children--will be unable or
should not be expected to work. Still others will need a longer
transition period to move successfully out of welfare and onto employ-
ment. This may be especially true for recipients in long-term depend-
ency who may never have held a job, may lack basic skills or may have
other intractable problems. Thus it is critical that, as attention
shifts to employment and training programs, attention to the pressing
need for adequate benefit levels must not be neglected.

The AJC fully supports mandatory or voluntary training and employ-
ment program for A.F.D.C. recipients who can work, in order to assist
them in achieving economic self-sufficiency. Much creativr initiative
already has been demonstrated by the states in this area, including
programs such as Massachusetts ET, California's GAIN, and Jew Jersey's
REACH, a new program recently announced by Gov. Thomas Kean., The
National Governors' Association just recently has endorsed an approach
calling for mandatory, state-designed employment and training programs
for recipients, combined with binding contractual agreements between the
government and client. Clearly such a comprehensive program cannot be
funded by the states alone and would require additional federal fiscal
resources either through a substantial increase in the Work Incentive
Program, which has financed many of the state welfare-to-work programs,
or through new legislative initiatives. One bill that warrants atten-
tion is 5,514, introduced by Sen. Kennedy, which would authorize bonuses
to states that succeed in training long-term welfare recipients and

finding them jobs.

AJC does not support one type of approach, mandatory or voluntary,
over the other, but rather suggests that flexibility is warranted. We
are hopeful that disagreements among those who argue that work programs
must be mandatory, and those who argue that mandatory programs are
inherently punitive will not derall a consensus on the widely-shared
goal of promoting economic self-sufficiency. There are some signs that
this may be achievable. As important component of the governors' plan
is the concept of a mutually binding contractual agreement in which the
government agrees to provide vital support services and the client
agrees to strive for self sufficiency. This concept of a mutual
contractual agreement also has been emphasized in two key sets of
recently-released policy recommendations, One Child in four, the
American Public Welfare Association's recommendations on dealing with
families and children at risk, and A New Social Contract, the report of

Gov. Cuomo's Task Force on Poverty and Welfare.

The role of support services 1is absolutely critical to the
potential success of programs geared to moving welfare recipients into
employment. AJC strongly supports the provision of needed services that
would enable single heads of household--most of whom are women--to care
for thelr children. Employment and training opportunities hold out
little incentive to an A.F.D.C. recipient who has no child care.
Similarly, the loss of Medicaid benefits may place a head of household
who moves from welfare into a low-paying job without health benefits in
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more dire economic straits than she previously faced. Therefore, AJC is
pleased that the governors' plan places an emphasis on government
provision of transitional child care, medical insurance and other
support services as part of its proposed package. On the other hand, we
are disappointed that the governors have agreed to drop their proposal
for a national minimum benefit level in exchange for Administration
support. We believe that Congress must deal both with jobs and benefit
levels in order to achieve meaningful welfare reform.

While AJC advocates that primary responsibility for welfare should
rest at the federal level, we also believe that specific non-cash
programs such as }ob training and child care should, where feasible, be
operated at the local level. Mediating institutions that are based in
the community, such as churches, neighborhood organizations, ethnic
groups and businesses, should be utilized to put in place the infra-
structure needed to make welfare-to-work programs viable.

Any discussion of welfare must, as we have indicated, take into
account the diversity of the welfare population. Data from the Univer-
sity of Michigan's Institute for Social Research indicate that while
many individuals at some point experienced short-term poverty, rela-
tively few experienced long-term need. Most of those mired in long-term
poverty (62%) were Black; and most (61%) live in female-headed house-

holds.

Similarly, the A,F.D.C. population is more fluid thant the stereo-
type often automatically associated with it. Many A.F.D.C. recipients
suffer only short-term dependency. Over half of all recipients move off
the roles within two years; only 16% of recipients remain on welfare for

eight years or more,

Based on the long-term multi-state evaluations carried out by the
Manpower Research Demonstration Corporation, we know something about the
potential efficacy of work programs for A.F.D.C. recipients. For one
thing, the programs made the most difference among women who otherwise
were likely to be on welfare the longest--those, for example, who had
never previously held a job. The program evaluations also indicated
that increased pressure to move recipients off the rolls may not
necessarily accomplish more. Therefore, in fashioning and evaluating
welfare to work programs, it will be critical to scrutinize those~
programs carefully. Many short-term recipients may be able to move off
welfare on their own, Others, for whom assistance will be at once more
difficult, more expensive and more important, will pose more of a
challenge. Again, AJC reiterates that work requirements are not a
panacea. Without simultaneously providing both flexibility and the
infrastructure of support services needed to make work and training
programs viable, they cannot work effectively.

Finally, the AJC belleves that the federal government must also
focus on those famlly policy issues that have direct relevance to
welfare. Currently AJC is undertaking a comprehensive study of family
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policy, through a special Task Force that is examining the role of both
communal institutions and government policy in maintaining and strength-
ening families. Ultimately the Task Force will be formulating a policy
statement complementary to AJC's social policy statement.

One area that AJC 1s studying 1s child support enforcement. We
believe that existing child support requirements should be more vigor-
ously enforced. But such requirements will have a minimal impact on
increasing the economic security of children whose absent fathers are
themselves poor or unemployed. Therefore we belleve that careful
consideration should be given to innovative programs such as the
experimental child support enforcement program being implemented in
Wisconsin., Similar recommendations that would treat children essen-
tially as beneficiaries entitled to a guaranteed minimum support level
rather than stigmatizing them as welfare recipients also have been set
fort in the recommendations of the American Public Welfare Association
and Gov. Cuomo's Task Force on Poverty and Welfare,

Another area of concern for us is teen-age pregnancy. The statis-
tics on the number of teen-age mothers are alarming. Teen mothers are
more likely than others to drop out of school, become dependent on
welfare, and to have difficulties escaping out of poverty.

Studies comparing the U.S. with other developed countries indicate
that the higher rate of pregnancy in the U.S. is not related to a
difference in the level of sexual activity, but rather to differences in
socletal attitudes and policies regarding sex education and the avail-
ability of contraception. Clearly these are important components in
reducing the epidemic of teen-age pregnancy. Improving the self-esteem
and skills of teen-agers 1s an equally important part of a preventative
strategy, as 1s more successful integration of our nation's youth into
the American family system, We believe that preventative strategies
that slight the complex but important issue of values will be inadequate

to the task of reducing teen-age pregnancy.

Finally, when teen-age girls do have babies, then it is critical to
encourage them to complete their education.

Addressing all of the problems associated with teen-age pregnancy
will require cooperative efforts by government, educational systems and
communal institutions.

To conclude our testimony, we would like to state the criteria that
AJC has arrived at as a basis for assessing proposals aimed at alleviat-
ing social need. We believe that these criterla are directly relevant

to the deliberations about social programs that you are undertaking.

Do they provide those who need assistance with adequate
resources to meet their basic needs?

0
it



Do they have features that work toward the prevention of
poverty as well as toward short-term relief?

Do they encourage those who can work to assume self-support
through programs such as job training, employment services and
quality child care?

Do they integrate the support networks of community, family
and neighborhood sufficiently into their programs?

-- Are they adequately attuned to the appropriate roles that
should be played by the Federal government, state and local
authorities, private agencies and business?

Do they expend public dollars in the most efficlent and
effective way to achieve desired results?

Are provisions for continuous evaluation built into program
implementation?

Do they respond adequately to the needs of specific popula-
tions in poverty, such as the elderly, single-parents,
children, mentally {11 and people able to work?

Do the programs emphaslze as much as possible feelings of
self-worth and dignity among the poor?

-- Do they in general, embody the core values of social and
“individual responsibility that must inform all of our efforts

on social policy?

Finally, as critical and pressing as the problem of welfare reform
is, we also urge you to place it in the context of broad social policy
problems -- our troubling national poverty and unemployment rates.
Studies show that, while poverty among female-headed households persists
as a serious concern, the working poor currently constitute the fastest
growing segment of the poor. A report of the Congressional Joint
Economic Committee reported that high unemployment and falling wages
were the factors most responsible for the seven million increase in the
poor since 1979. We should not lose sight of the need to respond to the
full range of the nation's poverty population and problems. The
economic dislocation faced by many Americans, including displaced
workers from ailing smokestack industries and families in the nation's

farm belt, must be addressed.

While the apparent consensus developing around the need for welfare
reform is welcome and encouraging, there is no reason to assume easy or
early agreement on the specifics of any meaningful programs. There is
nothing really new in the now off-repeated principle of helping welfare
recipients get off the welfare rolls and on to American payrolls,

preferable private industry payrolls.
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CALIFORNIA FAMILY SUPPORT COUNCIL

February 25, 1987

U.S. Senate
Committee on Finance
washington, DC 20510-6200

RE: Child Support Comments as described
in Press Release H~16 concerning
Subcommittee on Social Security
Hearings: "Welfare: Reform or

Replacement”

Mr. Chairman, Members of the Senate Finance
Committee:

This statement is submitted on behalf of the
California Family Support Council, the
progessional organization in California for
those responsible for performing the duties set
forth in Title IV-D of the Social Security Act.
The purpose of this correspondence is, first, to
address the budget proposal in the 1987 budget
concerning reduction of Federal funding for
support enforcement; second, to suggest
improvements within the present system and
alternatives as to funding; and, finally, to
offer a word of caution on "welfare reform" and
support enforcement alternatives discussed in

the press,

/ I
OPPOSITION TO HHS' CHILD SUPPORT ENFORCEMENT
PROPOSALS

A. Reduction in Federal Financial Participation

The Family Support Council opposes the
accelerated reduction in Federal financial
participation to 66 percent two years ahead
of schedule. The proposals put in effect in
1984 are still being reviewed and sifted.
The reduction of FFP in an orderly manner
wae negotiated with the Federal Government
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and incorporated in long-range local planning. Suddenly,
changing the rules of the game, as this proposal will do,
will disrupt long-range plans. It will also discourage
further local and State involvement in the program because
Federal commitments will now appear unreliable. Thus,
undertaking to give effect to the 1984 Amendments will be
delayed in any situation where there must be a cash outlay.
The funding reduction that came with the 1984 amendments and
Gramm-Rudman-Hollings was a bargained for arrangement. This
proposal appears to be a breach of that agreement.

Using a cost/collection ratio as a basis for denying State's
incentive funds.

This proposal is an even greater breach of faith than
accelerated reduction of FFP, First, although the proposal
is stated in terms of relating cost of enforcement of
welfare-related support to collections of welfare -related
support, in fact we were advised by Mr. Stanton on February
17, 1987 that is not how it would be calculated. Rather, it
would be total cost, including non-welfare cost, to welfare

collections.

This use of this ratio in this manner relates inappropriate
costs to collections. At the very least, it should be
confined to welfare collection costs, not total costs, To
avoid confusion concerning Congressional intent, if this
proposal is taken seriously legislation should be explicit on
this matter., As Mr, Stanton has interpreted the proposal, 29

states would be denied incentives.

However, even if this language were used, we would still
oppose the proposal. The ratio concerns itself only with
welfare budget savings. It undercuts the intent of Congress
to extend the program to non-welfare cases. Further, it
suggests that paternity cases and orders for small amounts be
given short shrift. Ultimately, it will increase the IV-A
caseload because these cases will not receive adequate IV-D
assistance in getting and staying off AFDC. Census
statistics show that 39% of women who do not receive child
support are on AFDC, but only 13% of those who do receive

support are on AFDC.

This, in turn, demonstrates the irrelevance of this ratio for
any meaningful purpose. It does not incorporate a cost
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avoidance factor. Further, it invariably will be cost
ineffective. This is because it will cause the program to
stop short of its most effective point, that is where the
last dollar invested earns more for the public in the program

than it would in some passive investment.

If you accept this HHS proposal, you will undo the good done
by the 1984 amendments. Even if you accept accelerated
reduction of FFP, this should be rejected, not only because
of the social good done by paternity proof and non-welfare
enforcement, but because backing away from these program
aspects would result in a long~term economic loss to the

public from increased IV-A costs.

Periodic modification of support orders.

It is strongly recommended that this proposal be viewed with
caution, if not rejected outright, at least as to non-welfare
cases. While so many support cases are welfare related and,
therefore, demonstrate a public aspect in modification
proceedings, a significant number have no such relationship
when it comes to modification. To mandate that public
agencies must move to modify some movie star's child support
order is to invite adverse press comment concerning the use
of public funds. It also is inconsistent with HHS's funding

~ cuts described above, and with Gramm-Rudman-Hollings.

Getting a support order is obviously important to the public.
Modifying such orders should be viewed more cautiously.

1I
PROGRAM IMPROVEMENTS

Drop excessive regulation.

Present program regulations are excessive and badly drafted.
They should be reduced, rewritten, and submitted to a broader
consultative forum than is now being used. -

The recently published regulations concerning interstate
cases is one example, While grants established to explore
this problem have not even been fully allocated, and funded
projects not yet completed, HHS is attempting to force a
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revamping of this whole program on all the states. These
regulations demand that all cases go through the state
capitol rather than directly to the county or region where
they will be litigated By creating a central clearing house
in every state, a new and r ostly layer of bureaucracy is
being introduced at the same time funds are being cut. There
are detailed requirements about contacting the custodial
parent. Involvement with the custodial parent is important,
but the contacts required of responding jurisdictions with
these parents are excessive. They will not speed up the
process, just raise the cost. Finally, it is our
understanding that legal forms for this type of case have
been recently standardized. These will meet the bulk of the
-~ objectives of these regulations. Certainly forms are a lot
cheaper than a whole new level of welfare department

bureaucrats at the state capitol.

The worst example of over-regulation is expedited process,
wWhat the Sacramento County, California judiciary thinks of
these regulations is demonstrated by the enclosed letter to
John Dougherty, District Attorney. That some of the
regulations were legally unnecessary if not ultra vires is
demonstrated by the enclosed ABA House of Delegates Report.
The fajilure of these regulations to adeguately provide for
judicial action to ensure full fajith and ‘appropriate criminal
and guasi-criminal sentences has left a void in the program,
Expediting has been measured by time limits in these
regulations. But commencement of the time limits at "filing"
rather than at service of process has created an irrelevant
criteria for measurement of judicial speed. And there are
numerous other problems, HHS has argued that its exemption
process (to escape this burden) meets these concerns, but it
is threatening to use this exemption process in a punitive
manner. According to HHS Region IX representatives, it will
require continuing quarterly reports on 100% of the
appropriate cases from exempt counties. No such report will
be required from counties that spend the added $350,000 to
hire an expedited process hearing official.

Income withholding regulations are similarly badly drafted.
These are not clear on the impact of the Consumer Credit
Protection Act. Further, they appear to deny the obligor the
power to challenge jurisdiction in interstate transfers,
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The original regulations for Title IV-D were drafted in 1975
by a group of knowledgeable attorneys drawn from all levels
of government. That cooperation is what made the first three
years of the program so effective. That spirit of
cooperation and infusion of knowledge should be restored to

the requlatory process. _

Reporting requirements and methods of evaluation should be
restructured.

Federal reporting requirements have caused turmoil at the
local level with little discernible advancement of the
program. It was never intended that these requirements
divert funds and staff from program objectives. However,
because the Federal Government has discouraged the use of
random sampling to meet these requirements, except as a
temporary expedient, this is what is happening. Random
sampling should be permitted permanently to cut costs.

The misuse of cost-to-collection ratios as a measure of cost

effectiveness is discussed above. Rather, the marginal
dollar concept should be used in calculating that sum.
in computing savings, cost avoidance should be added.
Because of its social purpose, all paternity costs should be

excluded from such costs.

Finally, HHS should be cautioned to avoid publishing
misleading numerical data. Such conduct causes needless
confusion and conflict., As an example, enclosed is a table
published by HHS comparing California's collections on
welfare cases with its total grants. The unadjusted ratio
placed California 47th. As a result, unfair publicity such
as that enclosed required staff time and a diversion of
resources for a response. When the data was adjusted to
account for grant size, as is shown by the enclosed report by
the Department of Social Services, California was right at
the national average. This report demonstrates that, :
although California is only 10% of the population, it
collects 14% of the nation's child support and, although only
5% larger than the next largest state, it has 60% more cases.
HHS's failure to give credit where credit is due has had a
demoralizing effect on child support personnel in Californis.
The program would be improved greatly if a spirit of
cooperation could be restored.

Also,



396

U.S. Senate Finahce Committee
February 25, 1987
Page 6

C‘

Keep funding constant.

The negative psychological impact on budgetary staff at the
State and local levels, caused by repeated attempts to cut
funding, is discussed above. Suffice to say that the

continuous changes have drastically reduced our ability to

add to the program.
In the alternative, improve funding structure.

1. In computing incentive eligibility, paternity costs
should be dropped from the total. The long~term social
good of this activity cannot be measured in short-term
dollars. Keeping these costs in a collection-related
ratio discourages full implementation of this program

aspect.

Drop the "cap" on the non-welfare side of the incentive
structure based on welfare collections. To collect
non-welfare incentives means keeping cases on welfare.
Because this encourages IV-A costs needlessly, this
wastes Federal funds. Dropping this cap should be a
powerful incentive to reduce the IV-A caseload.

Stop‘loading the program with new requirements while cutting

- funding.

At the California Family Support Council meeting this month,
HHS encouraged thg IV-D agency to advertise on billboards for
new non-welfare cases. The Administration appears to want to
modify all orders through IvV-D., Medical insurance
enforcement is now a program requirement. None of this can
be done with less money. Not all of it is really necessary,

Alter the IV-A program to increase the public share.

1. First, drop the $50,00 disregard., It has produced
neither greater cooperation from custodial parents nor
more payments from obligors. It has produced costly
changes in accounting systems, diversion of resources to
deal with unfounded complaints from custodial parents and
welfare rights groups, and an exacerbation of the Federal
budget deficit. It may also be producing increased
welfare fraud since it encourages payment outside the

system.

o
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2, Second, alter the statutes that required a supplemental
payment of child support to meet requirements of the 1975
legislation. Recently published regulations (Federal
Register, Vol. 51, No. 158, 8/15/86, p. 29223) requires
that such sums be forwarded from collected child support
to families in certain states. 1In those states, support
enforcement "profits" will be illusory. Since these
regulations also require payment of the $50.00 disregard,
the fiscal savings under the program are being severely

diminished.

3. T Third, for tax intercept purposes, adopt at the Federal
level the California community property rule that makes
the total sum refunded from a joint tax return totally
available to repay child support. The present "1040X"
system creates confusion and rewards the obligor's family
for holding out sums often desperately needed by the
custodial parent. If a second spouse has an independent
income and feels aggrieved by this, that spouse may
increase his or her exemptions and reduce withholding.
The present system has resulted in distributions having
to be reclaimed from needy custodial parents and costly
"backing out" of such sums from public treasuries. While
in California this has only been used in interstate
cases, it can only be imagined what a nightmare must have
occurred in states where local law sanctions this

practice.

Reinstate and reinvigorate the separation of IV-A and IV-D,

The budget proposal referred to above reintroduces the
concern that IV-A interests are overshadowing IV-D
responsibilities at the Federal level., Relating total
funding solely to IV-A collections means ignoring non-welfare
cases. Further, the enclosed HHS article relating states'
performance to IV-A grant recovery reenforces that concern.
The original Title IV-D talked in terms of a single and
separate agency. A narrow definition of governmental
efficiency unfortunately appears to have sacrificed the
independence of the IV-D program and introduced at least the
appearance of a conflict of interest. Congress should call
for a restoration of the original program independence.
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III
COMMENTS ON WELFARE REFORM

Recent proposals in the popular press discuss merging child
support collections with AFDC into some form of income system for
separated and divorced families. While such programs appear
simple and efficient on the surface, I believe there should be a
word of caution. The salary deduction process that this would
entail is not necessarily automatic. It involves acknowledgment
by the obligor of his duty to pay. Failure to do so must be
followed up on, and may be more difficult under such a fusion of
responsibility than it is now. The present system did not
develop because any responsible person wanted it that way. But
the individual tailoring of support orders to each person's
circumstances and goals was necessary. The continued
"probationary®" supervision of obligors has proven to be the best
way to collect such sums. The proposal in question is similar to
one that in years past emanated from the University of Wisconsin.
Yet not even the State of Wisconsin has enacted this proposal in
total although authorized to do so by the 1984 amendments (PL
98-378) . Before such a proposal becomes Federal law, it is
recommended that this Committee, in a most critical manner, ask

of Wisconsin, Why?

Respectfully yours,

Dtet acl & barber

Michael E. Barber
Government Liaison
California Family Support Council

MEB:sm

Enc.
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superior Court of the State of California

COUNTY OF SACRAMENTO
SACRAMENTO CALIFORNIA 93814

Rodney Davis, Judge

December 12, 1986

John Dougherty
District Attorney

. Sacramento County

901 G Street
Sacramento, CA 95814

Dear John:

We are taking this opportunity to call to your attention
the significant accomplishment your Domestic Relations Department
achieved in meeting the federal time limits imposed for
"expedited child support actions®™ during the filing period May 1,
1986 to July 31, 1986. This effort required an attention to
detail and a comnitment to professionalism of which you can be
justly proud. Through the Domestic Relations Depariment's
successful efforts, Sacramento County will not be compelled by
the federal government to implement a costly and inefficient

administrative hearing procedure.
" Yours v,

: Judge of the Superior Court

7

re.

B -
Judge of the Supeérioy/C

RONALD ROBIE
Jucdge cf the Superior Court

RD/1b

ze:  Hon. Eugenn T. Gualcn
Mike Barber :
Cu¥o) White
" gn Canpen
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summary of action of the house of delegates

0

AMERICAN BAR ASSOCIATION

1986 ANNUAL MEETING - NEW YORK. NEW YORK - AUGUST 11-13; 1986
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REPORTS OF SECTIONS 23

Family Law (Report No. 303)
The Section's recommendation was approved by voice vote. It reads:
Be It Resolved, That the American Bar Association urges the Sccretary of the

Department of Health and Human Services to rescind that portion of the regula-
tions implementing expedited processes pursuant to Public Law 98-378 which pre-
cludes the States from using *‘a judge of the court’" and to clarify that Statcs may

establish an expedited process using judges as presiding officers.

Individual Rights and Responsibilities (Reports No. 114A, 114B, 114C, 114D,

115, 116A and 116B)
The Section's first recommendation (Report No. 114A) concerning access to records
maintained by the National Crime Information Center was withdrawn by the propo-

nents.

The Section's second recommendation (Report No. ! 14B), cosponsored by the Law
Student Division, was approved by voice vote. It reads:

Be It Resolved, That the American Bar Association recommends enactment of
federal legislation that would:

1) amend the federal wiretap law, Title III of the Omnibus Crime and Safe
Streets Act of 1968, 18 U.S.C. Section 2510 et. seq., (hereinafter Title III) to pro-
tect the transmission of all forms of information including voice, data, and video;

2) eliminate the distinction contained in Title ITI between common carrier and
non-common carrier electronic communication systems where the system is de-
signed to carry private communications not readily accessible to the public;

3) create statutory exceptions from the prohibition on interception for commu-
nications carried in whole or in part on public access systems such as ham radio,
CB radio, ship-to-shore, and emergency band radio;

4) require the government to obtain a search warrant before gaining access to
private messages stored in the computers of an electronic mail or messaging system
including access to messages stored only for transmission backup purposes:

S) grant standing to the user of an electronic mail or messaging system to contest
the lawfulness of the release of the user's messages to the government;

6) amend federal criminal law to prohibit unauthorized access to computers of
electronic mail or messaging systems. ~

7) create federal privacy protection against the unauthorized disclosure of com-
munications contained in an electronic mail or messaging sysiem; and

8) establish a framework modeled after the Right to Financial Privacy Act to
govern government access to customer-controlled information contained in the
computers of remote diata processing service organizations.
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We appreciate the opportunity to testify before this

committee on work programs for APDC recipients. Our testimony

focuses on our nationwide study of employment-related programs

run by state welfare agencies, which we conducted at the request

of Representative Ted Weiss of New York. Our results and

conclusions are described more extensively in our January 29,

1987 report, Work and Welfare: Current AFDC Work Programs and

Implications for Federal Policy (GAO/HRD-87-34), which we believe

is the most comprehensive source of national data on these

programs to date. Today, I would like to focus on some of our

most important findings and their implications for future
work/welfare programs, but first let me describe the source of
our data.

Our review focused on the bptibnal new work prograims

authorized in 1981 and 1982. Most important in terms of funding

and participation were WIN Demonstrations. They are a modified

version of the WIN program operated by state welfare agencies.

Two of the best known work programs--Massachusetts' ET and
Cglifornia's GAIN--are WIN Demonstrations. The other programs we
studied were Community Work Experience Programs, called "CWEPs,"
in which welfare recipients are required to "work off" their
grants; employment search programs; and work supplementation or
grant diversion programs, in which AFDC grants are diverted to
employers to subsidize jobs or on the job training. These four

types of programs were operating in 38 states during 1985. We

did not examine regular WIN programs,
1
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Through a mail questionnaire, we collected fiscal year 1985

data on all of the 61 programs in the four categories I have

mentioned that were operating in that year. The programs we

surveyed ranged from major state initiatives, such as ET in
Massachusetts, to small demonstration projects, such as projects
in South Carolina and Ohio to train AFDC recipients as home day

care providers. To get more in-depth information than that

provided by our questionnaire, we visited programs in 12 states,
selected foi their diversity.

The experiences of the current programs have a number of
implications that the Congress should consider in developing a
new program to replace WIN and the other work/welfare programs.

I will briefly describe our most important findings and their

implications for policy.
PARTICIPANTS AND SERVICES

First, concerning participation, current AFDC work programs

are serving a minority of the AFDC caseload. 1In WIN
Demonstration states, where our survey included all the work
programs serving AFDC recipients, we estimated that these

programs reached about 22 percent of all the adults who were on

AFDC during fiscal year 1985. Moreover, an unknown proportion of

the people counted as participants received no services other
than an orientation or assessment.

Unfortunately, the people being left out of the work
programs include many who might have the greatest need for the

services and could yield the greatest savings to the welfare

2
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system. For egample, of the 50 programs with registration or
participation requirements,‘only 14 required women with children
under 6 years old to register or participate. While some
programs encourage these women to participate as volunteers,

others have neither the capacity nor the child care funds
necessary to serve them, Yet, research shows that young,
unmarried women who enter AFDC when their children are less than
3 years old are the group at greatest risk of spending at least
ten years on AFDC. Delaying a woman's exposure to the labor
market until her youngest child turns 6 may decrease potential
welfare savings and put her at a disadvantage in the labor market
because of her years on public assistance and lack of recent work
experience.

Another group that may be underserved by the work programs
are welfare recipients whb need education, training or support
services before they are considered ready for jobs. Although
there is little usable data on the characteristics of work
program participants, we observed that some ptoétams exclude
people with multiple or severe barriers to employment such as
poor reading skills, attitudinal problems, medical problems, or
child care and transportation needs. Like women with young
children, people with low levels of education and work experience
are at risk of becoming long-term AFDC recipients. Yet, research
shows that they benefit most from employment and training

programs, Thus, serving them could produce the greatest benefits

in the long run,
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aAlthough they are only serving a minority of adult AFDC
recipients, states appear to be spreading their resources thinly
to serve as many people as possible rather than providing more
intensive--and expensive--services to fewer people. While WIN
Demonstrations were intended to be comprehensive programs
providing a range of services including training and education,
éhe predominant service provided is job search assistance, a
relatively inexpensive service designed to place participants in
jobs immediately, rather than improve their skills first.

Lack of resources is a major reason for the emphasis on job

search assistance: three-fourths of the WIN Demonstrations spent

less than $600 per particiéant. As a result, many programs must

rely on other sources, such as the Job Training Partnership Act

(JTPA) and local educaﬁfbn systems, to serve participants who

need educatioﬁ and tzéining. But these programs may themselves
be unable to serve all eligible AFDC recipients, A recent study
of JTPA showed that service providers often selected those
eligibles who were most job-ready and rejected those with low
levels of education or experience.l

W To participate in work programs, AFDC recipients often need
support services, such as child care, transportation, or
counseling on personal problems. However, work programs spend
little money on these services, While almost all programs

offered child care assistance to their participants, half spent

1 Gary Walker, Hilary Feldstein, and Katherine Solow, An
Independent Sector Assessment of the Job Training Partnershxp
Act iGrinEer, Walker and Assoclates, 1985).

4
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less than $34 per participant for this purpose. The programs
depended instead on other sources, such as state and Social
Services Block Grant funds. However, as in the case of training

and education, these sources are often insufficient to meet the

needs of the eligible population, PFor example, program staff

told us that shortages of state subsidized child care slots were

a major problem. As a result, program staff reported that they

had to exempt some people who were in need of child care,
transportation, or other support services that the programs could
not provide. ‘
Overall, our findings about participation, activities, and
support services suggest that work programs are excluding the

people who need the most help-~in terms of child care, educétion,
Yet, serving

wWhile

or training--before they are ready to go to work.
these people could produce the highest long-run payoffs.

it would involve higher short-term costs, it is also likely to

yield greater long-term savings.
These findings have several implications for policy.

Requiring states to serve a fixed proportion of their caseload,

with limited funds, may discourage the provision of more

It would exacerbate the current tendency to
spread funds thinly over large numbers of people by providing
low=cost services that do little to enhance employability. This
may well be helping the AFDC‘recipients who are likely to find
jobs on their own rather than those who will be unable to find

work without intensive help.
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The Congress might want to consider encouraging or requiring
states to give priority to AFDC recipients who are harder to
employ because oé low levels of education or work experience,
Increasing the participation of women with children under 6 is
also' a worthwhile goal in terms of reducing AFDC rolls, but
whether these women should be required to participate or simply
encouraged to volunteer is a difficult question in light of
concerns about adequate caré for the children and conflicting
opinions about the value of mothers staying home with their
children. Some programs have succeeded in serving this
population. For example, no AFDC recipients are exempt from
Oklahoma's Employment and Training Program (called E&T) based on

the age of their children. 1In 1985, parents of children under 6

were 10_percent of E&T registrants and 68 percent of those who
found employmeﬁt.

Concerning funding, serving AFDC recipients who need more
intensive services or support will require either increasing
overall work/welfare funding or expanding or retargeting other
programs, such as JTPA and the Social Services Block Grant, to
enable them to serve more welfare recipients. Providing federal
matching funds for job search and work experience and not for
education and training, as has been proposed, could discourage
states from providing these services.

PROGRAM RESULTS
The Manpower Demonstration Research Corporation (MDRC) found

that AFDC work programs in four of five states it studied had

6
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| modest positive effects on their participants, raising their

employment rates by 3 to 7 percentage points. Data from our

survey of 61 programs show that most participants were placed in

low-wage jobs, with a median hourly wage of $4.14. 1In half the

programs, fewer than 48 percent of the participants left AFDC
after finding work, although their AFDC grant amounts were

lowered. This is due to the low-wage and/or part-time nature of

the jobs found.
" The modesty of the results may be related to the tendency of

programs to provide low~cost services that do not enhance

employability in higher-wage and/or full-time positions,
programs' impacts may also be limited by the difficulty of making

The

the transition to work for AFDC recipienté, whose earnings may
not make up for decreased AFDC, Food Stamp, and Medicaid benefits

and increased child care, transportation, and other work

expenses. Some states, such as Massachusetts and New York, do

continue child care assistance for 9 months or a year after a

welfare recipient is placed in a job. Also, since these programs

do not create new jobs, they depend on the ability of the local

economy to provide then.
Program success is often measured in terms of placement

rates. Yet, this measure is not sensitive to the ability of the

Vjob to sustain a family off the AFDC rolls for the long term, or

to the differing economic conditions and participant

characteristics facing different programs.
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The information we have on program effects has several
1mplications for work/welfare policy. Pirst, the positive
results are promising, but the modesty of these effects cautions
against unrealistic expectations about their effact on the

welfare rolls., However, it might be possible to produce better

long-term results by strategies mentioned earlier, such as
increasing the intensity of services or serving more recipients

who are harder to employ. Program results could also be improved

by providing continued assistance with child care,
trangsportation, and health care for program participants who are
placed in jobs.

There are also implications regarding the measurement of
success. Developing more sophisticated measures of performance
than are currently used, including {nterim progress in achieving
skills or quality of the jobs found, would aid in program
assessment and could encourage serving the hard-tofemploy or

providing intensive services. Caution should be used before

developing performance standards to reward or penalize states, to
ensure that the standards are sophisticated enough to reflect

.

differences in local conditions and clienteles served.
ADMINISTRATIVE ISSUES

The current AFDC work programs are a patchwork of
administrative responsibilities and funding. The regular WIN -
program continues tqhbe administered jointly by the Department of
Labor and the Department of Health and Human Services (HHS) and,

at the state level, by the welfare ahd employment security




411

agencies. The WIN Demonstrations and the other three work

programs, however, are administered solely by HHS and state

welfare agencies., At the state level, this administrative

division can result in duplication and inefficiency, impeding

development of coherent work programs. The new requirement to

establish Food Stamp work programs means that states must follow
still another set of reqgulations and reporting requirements.

The different work program options also receive disparate

rates of federal financial participation. The federal government

provides 90 pércent of the funding for WIN (including WIN
Demonstrations) up to a state's maximum allocation. The CWEP,

job search, and work supplementation options receive 50 percent
matching grants, which are not capped. Thus, by adopting one of

these latter work programs, a state can supplement its cappped

WIN funds with uncapped funds. This may lead to an emphasis on

activities allowable under these authorities, such as CWEP and
job search. Between 1981 and 1987, WIN funds declined by 70
percent, limiting the resources availible for the more intensive
types of services--education and training.

We found that individual programs displayed a great variety
in their dependence on federal funding: for example, the
proportion of federal funding in WIN Demonstrations ranged from
42 to 96 percent, with half receiving less than 80 percent. The

variation reflects states' differing degrees of commitment and

ability to support their work pregrams beyond the amount they are

required to contributa,
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Our findings on administration and funding have several
implications. The multiplicity of program options allows states
to tailor their programs to their own local needs and to be
creative in trying d!fferent approaches. Flexibility does not,
however, necessarily require multiple program authorizations.
Authorizing one program that permits a range of services would
give the states flexibility to meet their local needs and help
resolve the division of administrative responsibility.

Providing stable federal funding with a uniform matching
rate for all options would help states plan their programs and
emphasize the servicés they believe are most appropriate. A
number of different federal matching rates have been proposed for
a new welfare employment program, Our results suggest that while
some states would'maintain their work program efforts if the
federal matching rate were lower than the current 90 percent for

WIN, others that are currently very dependent on federal funding

mright cut back their programs.

In concluding this testimony, it is important to mention
that aggregate data can ob;cure the innovation and dynamism that
is evident in many programs. On our visits we saw many egamples
of this: the welfare office in Bangor, Maine, which keeps a
closet\of clothes for program participants to wear to interviews;
| thé high-level official in New York City's welfare department,
who personally negotiates with other agencies to create jobs for
Afﬁc recipients; and the cooperative relationship between
Michigan's welfare and education agencies, which results in one-
third of its WIN Demonstration participants being placed in
educational programs.

That concludes my prepared statement; we would be pleased to

answer any questions you may have.
10
O

78-474 (416)



