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WELFARE TO WORK

MONDAY, MARCH 20, 1995

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to recess, at 10:02 a.m., in

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

Also present: Senators Grassley, Pressler, Moynihan, Rockefeller,
Breaux, and Graham.

OPENING STATEMENT OF HON. BOB PACKWOOD, A U.S. SEN.
ATOR FROM OREGON, CHAIRMAN, COMMITTEE ON FINANCE
The CHAIRMAN. The Committee will come to order.
This is one of a continuing series of hearings on the subject of

welfare.
If we have heard anything from the witnesses to date, it is work,

work, work. That work will work better than anything else we
might consider to attempt to cure what we would regard as the
failure of welfare in the United States.

And I do not say that critically of the Federal Government, or
State governments. State governments have shown some good in-
novations. I will introduce in a moment, Mr. Minnich from Oregon.
He has been our director since 1989, and basically responsible for
the innovations in Oregon that have worked quite well.

'Rut every witness we have had said that the longer you delay
people getting into work, the lower rate of success your program
will have.

So, with that, I would like to start. And we will start with Dr.
Judith Gueron, the President of Manpower Demonstration Re-
search Corporation.

Dr. Gueron.

STATEMENT OF JUDITH M. GUERON, Ph.D., PRESIDENT, MAN-
POWER DEMONSTRATION RESEARCH CORPORATION, NEW
YORK, NY
Dr. GUERON. Good morning, Senator. I appreciate the oppor-

tunity to appear before this Committee to present what is known
about the effect of efforts to get welfare recipients to work.

I will abbreviate my testimony and request that the full state-
ment be put in the record.

The CHAIRMAN. Without objection.
[The prepared statement of Dr. Gueron appears in the appendix.]



Dr. GUERON. Why have work-directed mandates been the focus
of welfare reform efforts for the past 30 years? And why do I think
they will be critical to reform efforts in 1995?

As this Committee knows well, AFDC was created in 1935 to
help a group of single mothers, primarily widows, stay out of the
labor force so that they could stay home and take care of their chil-
dren. The goal was to reduce child poverty. And the possibility of
long-term support for that group was accepted.

But, since then, much h@s changed. Women have flooded into the
labor force, and mothers on welfare are now mainly unmarried.

Providing long-term support is clearly less popular. The public
wants change, but it also wants reform to satisfy two seemingly
conflicting goals: Providing the safety net under children, and re-
quiring that their parents work.

The problem is that parents and their children are a tied sale.
They come together, and you cannot support one without support-
ing the other. Because of that, it is hard to get tough on parents,
and yet continue to provide a safety net under children.

StartiRg in the late 1960's, and in 1988 with the passage of the
Family Support Act and the JOBS Program, Congress and the
States crafted a new basic compromise in an effort to reconcile
these two goals.

Welfare should be transformed from a no-strings-attached enti-
tlement-if you were poor, you got money-to a program where
families could continue to get support, but parents would have to
participate in some work-directed activity, or work for their bene-
fits.

Now effecting this transformation has not been easy. Nonethe-
less, there is an unusually reliable record showing that change can
be successfully implemented, and that JOBS can be a fourfold win-
ner: helping society to meet the two goals of getting more money
to children, and substituting work for welfare by their parents;
generating budget savings; and making welfare more consistent
with public values.

The best evidence comes from a recently completed study of Cali-
fornia's JOBS program called GAIN. At its most successful, in Riv-
erside County-and we will hear from the commissioner of that
program shortly-the program set a benchmark for JOBS' poten-
tial. In Riverside, GAIN increased earnings 50 percent, reduced
welfare outlays 15 percent and, thereby, returned to taxpayers
about $3 for every dollar spent on the program.

Results elsewhere in California were about half that level.
Riverside's program was distinguished by a few things. There is

a pervasive emphasis on getting people to work quickly, a strong
reliance on job clubs, a tough enforcement of a participation re-
quirement, close links to the private sector, and a cost-conscious
and outcome-focused management style.

Studies suggest that different jobs approaches achieve different
results. Job clubs can get people into work quickly, and save tax-
payers money. But, alone, they do not seem to succeed with the
most disadvantaged. Adding some skills training can cost taxpayers
more, but might help some people get better jobs in the long run.



Programs that seem to favor quick employment, but use some
human capital development tools for some people, may be able to
combine the benefits of both strategies.

As for mandatory work-for-benefits, or workfare programs, in
strictly budgetary terms, and in the small scale on which these
have been implemented to date, they do not seem to save money.
However, they are a way to maintain a safety net for children, and
yet send a pro-work signal to their parents, and produce socially
useful work.

State studies also suggest that maximizing participation rates, at
the rates called for in some proposals under discussion, may be
both unattainable and unaffordable. In work programs, time is
money and participation is money. Saying that States must reach
unprecedented participation rates, and get credit for people only if
they are active for 35 hours a week, is in effect requiring States
to substantially increase their child care outlays.

Research on work-directed mandates does not suggest that they
offer miracle cures. But we do not have comparable evidence on al-
ternative approaches that do better in changing the message of
welfare, while protecting children.

But bringing the nationwide JOBS system up to the standard of
high performance programs is also a vital prerequisite to thinking
about time limits, either followed by work, or with support simply
ending.

That is because, from a State perspective, the risk of time limits
will be high unless more people leave welfare before reaching the
time limit. If that does not happen, too many people will hit the
cliff, with either a requirement for subsidized work that costs more
than welfare, or with dramatic losses of income with unknown ef-
fects for families, children and, ultimately, public budgets.

But making a work strategy work takes more than business as
usual. The need is for resources up front to make that mandate
real. And that is why, if you care about expanding work require-
ments, you have to care about the financial incentives created by
whatever Federal action you take now.

Over time, funding welfare benefits and work programs under a
single block grant is likely-in low-grant States, and possibly oth-
ers as well-to have the perverse effect of squeezing out work pro-
grams, the very thing you want to expand.

This is because, under fiscal pressure, and with short time hori-
zons, States will hesitate to make the up-front investments that
can both produce future savings and transform welfare into a work-
directed system.

My final caution concerns the welfare reform debate itself. Re-
formers need to recognize that some welfare recipients are simply
not employable. Also, there are limits to our ability to use public
programs to change people's personal behavior, behavior driven at
least in part by broad social trends.

As a result, it will be critical not to overpromise about the likely
success of reform. Helping the public understand what level of
change is attainable might break the cycle of cynicism that has re-
sulted from past waves of reform.

Thank you.
The CHAIRMAN. Thank you doctor.



Our next witness is Ste phen Minnich, who is the administrator
of the Oregon Adult and Family Services Division, and has been
since 1989. We stole him from Maryland, where he was previously
in Maryland's welfare division, and attended the University of
Maryland. He is regarded around the nation as an expert in wel-
fare reform.

I worked with him to get the waiver for the Oregon Jobs Pro-
gram. And I might say, in just the 2 years 1993 to 1995, we have
ada 7 percent reduction in the welfare caseload. JOBS partici-

pants earn an average of $6 an hour. Over 30 percent of Oregon's
AFDC caseload participates in the JOBS program. The average na-
tionwide is 7 percent.

Mr. MINNICH. Thirty percent.
The CHAIRMAN. Thirty percent?
We use up all of the JOBS money that is allocated. Many States

do not.
I would say that, in order to get this moving, Oregon had to have

47 individual waivers, which is one of the complaints all States
have in terms of trying to innovate anything.

Mr. Minnich came in last night, did not enjoy any of our weather
yesterday, and goes back this afternoon because the Legislature is
meeting, and he has to testify before the Legislature on the budget
the next day.

Mr. Minnich.
STATEMENT OF STEPHEN D. MINNICH, ADMINISTRATOR,

ADULT AND FAMILY SERVICES DIVISION, OREGON DEPART-
MENT OF HUMAN RESOURCES, SALEM, OR
Mr. MINNICH. Thank you, Mr. Chairman, Members of the Com-

mittee.
I have submitted written testimony, but let me briefly describe

where Oregon is in JOBS and welfare reform, and what we think
the Federal Government can do to help us further in this area.

As you indicated in your introduction, Mr. Chairman, we do have
a declining caseload in Oregon. And that is with increasing intake.
We are one of the high-growth States, in terms of population, and
our intake in welfare is actually going up right now. But our case-
load is going down. And I think it is a direct result of using what
I would consider t) be a modified work-attachment-type model in
welfare.

We are very conscious of the research findings from MDRC, and
from around the country as reported, that indicate that there is a
regimen that can be a mixture of helping welfare recipients with
some basic skills, but also using the labor market to determine true
job readiness.

We start with a program of applicant work search. We believe
that we must find out a few things in the first few days of welfare
application. And that is testing each individual job market, wheth-
er it be ii the metropolitan area around Portland, or our very rural
areas.

The job markets are inconsistent, and they may open or close to
an applicant within days. So continuous job search through the
process is a very critical element for us, even if we are remediating
education or if we are doing what we term "life skills" in Oregon,



which is a 20-day crash course-if you will, an owner's manual to
life-in terms of getting people who are on welfare to understand
what is expected in the job market, how to deal with children in
day care, how to deal with transportation problems.

To accomplish this, we did have to apply for many waivers, I
think the 1115 waiver process is well known to Oregon. And we
have taken the age of the youngest child down to age one, with a
full-time work requirement at age one. We would actually favor
that going to age zero, with the parental leave laws of Oregon ap-
plying to those young mothers, and letting case management deci-
sions through case managers determine if there are any barriers
that would exclude individuals from the labor market.

We also have a waiver that requires drug and alcohol treatment,
mandatory as a JOBS component if it is identified, where we make
referrals and can require mandatory participation in drug or alco-
hol counseling.

It is hard to imagine that needing a waiver, but we did get one
from our partners in HHS. We do have the JOBS plus waiver,
which the Senator referred to, which combines ADC and food
stamp benefits into a reimbursement to a private employer, who
actually pays the wage of that welfare recipient.

We have also received permission to pass child support through
at the full level, not just the $50 pass- through to those partici-
p ants, and have required an employment training fund to be estab-
lished. For a dollar an hour of their p articipation, the employer
contributes to a fund that is later turned into a scholarship for that
individual.

We have the Oregon Health Plan also. And, as you mentioned,
Senator, we are spending not only above the cap in JOBS, but also
in our child care funds. We have found, as we have gotten more
participation in this area, child care expenditures have tri led for
Oregon. This is an absolutely critical area that we need Federal
participation in.

We believe that defining our outcomes was the key. The Family
Support Act provided participation requirements, but early on, Or-
egon said that outcomes were more important. And we decided that
length of stays on welfare were critical to watch, averaging about
24 months in Oregon. We have actually tried to reduce that length
of stay in Oregon, so that you can use some of the resources that
you are paying out in month-to-month benefits to actually put them
to the front end of the system, and apply them to your JOBS pro-
gram.

I think there is some merit in consideration that there is enough
resource, or there may be enough resources in the system already,
if they were used differently. The transition will be the key here,
how we transition to a new system. I do not think it can be man-
dated overnight, but I do believe you can set the leadership tone
for us, and provide us some clear direction.

I do not think you can abandon the process entirely. I think you
must ask the States to sign up for outcomes, and to work for those.
And I do not believe mandates, such as cutting off teenagers com-
pletely from assistance, or family caps, or even time limits for that
matter, are useful if you have an up front system that deals with
people when they come in the front door.



Let the States reinvest the savings, and pay for the outcomes
that you want the States to achieve, and I believe you will have
a better system in the long run.

Thank you.
[The prepared statement of Mr. Minnich appears in the appen-

dix.)
The CHAIRMAN. Thank you.
Mr. Lawrence Townsend, who is the director of the Department

of Public Social Services in Riverside, one of the outstanding suc-
cess examples in the country.

Mr. Townsend.

STATEMENT OF LAWRENCE E. TOWNSEND, DIRECTOR,
DEPARTMENT OF PUBLIC SOCIAL SERVICES, RIVERSIDE, CA
Mr. TOWNSEND. Thank you, Chairman Packwood.
I do not think I will go into the normal material that I have done

at other presentations. I have given that as an attachment, ex-
plainin the philosophy of our program, our absolute belief in the
value of work for human beings.

Rather, I would like to concentrate on the guidelines you set
forth for my comments, and I would like to work on two areas, pri-
marily about measurement, and talking about how to make the
program work from our viewpoint.

There is one thing that I would like to comment on. And that is,
in California, currently the median time on AFDC is 26 months.

The CHAIRMAN. You say the median?
Mr. TOWNSEND. Yes, the median time. In Riverside County, it is

19 months. We have roughly one-third of our population exposed to
the GAIN program for employment. Even so, we have modified the
average length of time for the entire population by that difference.

Our program will not end welfare. There will always be need for
temporary assistance, and people do make mistakes, or things hap-
pen to them.

One other thing I would like to point out is that 39 percent of
our caseload has been on welfare longer than 2 years. The State
average is 53 percent. So we believe we are going in the right direc-
tion. We do not have the ultimate answer, but it is important.

The other thing I wanted to point out is just getting people off
welfare is not the whole answer. It is important also that, as many
welfare recipients as possible start earning money.

We are on a current project trying to bring up our number of
cases with earned income coming from employment being reported
to the system. In January of 1994, it was 13.6 percent. We are now
at 17.9 percent. And I have announced my goal of bringing that to
50 percent. And that is only a temporary goal.

So I want to talk about how you measure results. And it has to
do with the way we run our program. I have concentrated since
1987 on one thing, otherwise I am likely to confuse my staff. They
have tried to talk me out of it, and I do not change.

I am saying that I want AFDC recipients employed. And, if you
go through the GAIN program, if you want to get good evaluations
rom me, you must get job placements for AFDC recipients, or show

them how to get it on their own.



So, when you measure the program, I am talking about outputs,
not meaningless process measurements that have made us content
in this country for probably half a century.

What we need to talk about is how many people, the percentage
of recipients who have obtained employment after enrollment in
the work program, not those who get employment on their own; the
number and percentage of welfare termine.tions, as a direct result
of employment in the work program; the number and percentage
of all AFDC recipients with earned income.

This is really important-the average cost for job placement. Pri-
vate industry has been kind of corny in their management. They
say you should keep your costs down, your quality up, and your
production up, and you will be successful. Well, very frankly, that
can be true in Government.

So, I pay attention to my costs, I try to deal in volume, and there
is a beautiful thing that happens. You can be very kind to welfare
recipients because you can help more of them, if you keep your
costs down. This is a great secret, and I think it is time we start
using it.

Job retention is important. We need to measure how many peo-
ple have gotten off welfare, how long they have stayed off welfare.
And, because of the 2-year welfare time limit debate, we have been
tracking in Riverside County those people who got off AFDC and
never ever came back on. And we are up to 23 months now; in one
more month we will have 24 months. But we are at a 64 percent
success rate in keeping them off. This chart covers the 23 month
period.

So I found it very important to make my requirements known to
the individual case managers. And that is, bottom line, you must
get 12 job placements a month in order to have a successful per-

rmance appraisal.
They once tried to argue me out of it, but eventually they accept-

ed it. And now we have individual staff that exceeds 40 job place-
ments a month. Such individual counselors are getting more job
placements than entire medium-size counties in California.

So it is very important to set expectations. It is something for
governments to really pay attention to if you want results.

When you talk about participation requirements, maybe that
should be based on the amount of funding you get. If you fund at
a higher level, you should be able to expect us to process more cli-
ents but, also, if we keep our costs down.

I have a basic rule of thumb that, for every million dollars, you
ought to get about 717 job placements, or 189 people off of welfare
per million dollars. That is gross dollars, and not Federal dollars.

If you do that, you are automatically going to be in a cost-benefit
level. In fact, you will make a net profit of around $1.60 for every
dollar that you spend.

In terms of improving the program, we need a contract with cli-
ents. We should give temporary assistance conditioned upon their
efforts. We should put a financial limit on how much we can spend
on a client, if we care about the clients who are unserved.

I have seen job placement costs in a few counties in California
hit $60,000 apiece. While the majority of the higher cost counties
were $10,000, one was $60,000.



Probably 10 percent of our counties have spent more than
$100,000 getting each person off of welfare. Now, very frankly, we
need to set limits, because that money could have been used to
help other people. So, when you talk about output, you should have
some financial constraints.

We have been finding some loopholes in our system, and it has
to do with minimum wage. Any excuses from the program, defer-
rals or exemptions based on the fact that you are working, must
have a requirement that that work must be at minimum wage.

We have found cases, and we have had appeals, where sort of
phony make-work jobs at 50 cents an hour were considered to be
acceptable. You will not get somebody self-sufficient with those
strategies.

We need to deal with clients with substance-
The CHAIRMAN. I will have to ask you to wrap up, Mr. Townsend.
Mr. TOWNSEND. Yes, sir.
We need to deal with substance abuse, and enable States to im-

pose enrollment in drug abuse programs. That is a very serious
issue in dealing with AFDC recipients.

In the end, I would just like to say that, if you really focus on
work, if you really focus on employment, it is really surprising that
the vast majority of welfare recipients do want to work. They do
not want to be on AFDC. And most of them are capable of having
a better future.

Thank you.
[The prepared statement of Mr. Townsend appears in the appen-

dix.]
The CHIMRMAN. How big is Riverside County?
Mr. TOWNSEND. The population is 1.4 million, sir.
The CHAIRMAN. I realize that California is bigger than anything

else in the world. But you said that one worker had placed 40 by
themselves, which is more than some medium-sized counties have
placed all together?

Mr. TOWNSEND. Yes, sir. Riverside County is considered one of
the large counties, not like L.A. Los Angeles accounts for about 40
percent of the State, in terms of welfare recipients. But we have
medium-sized counties, we have very small counties. A medium-
sized county might be like 500,000 population.

The CHAIRMAN. All right.
I am trying to remember how Senator Moynihan said this. Pat,

correct me if I am wrong. What was your word when you said, at
some stage, quantity makes a difference? How did you phrase it?

Senator MOYNIHAN. That a quantitative change becomes a quali-
tative change. When you have 7 percent of the community on wel-
fare, that is one thing. But, when it becomes 70 percent, it is a dif-
ferent issue altogether because of the resources available.

The CHAIRMAN. What I was wondering is if, in Riverside County,
with a population of 1.5 million, and Oregon just short of 3 million,
there is this quantitative difference that makes the problem man-
ageable, which would make it almost unmanageable in New York
City?

Mr. TOWNSEND. I have one thing to point out. Our neighbor, Los
Angeles County, would probably compare closely to New York City,
And they have decided now to focus on job placements. They made



that decision about 2 years ago, and we have been mentoring with
their staff. We have been sharing as many helpful hints with them
as we could.

The results are up over 200 percent. And it irritated me because
their job placements have now exceeded Riverside County. We used
to be first in the State, in terms of job placements.

The CHAIRMAN. But they have what, 7 to 8 million people?
Mr. TOWNSEND. I am not sure, 7 or 8 million at least.
They have a serious inner-city problem, and they are discovering

that job placements are possible for their clients.
The CHAIRMAN. Well, that is encouraging news, that even with

that size of an AFDC population, and that size of a county, it is
still doable.

Mr. TOWNSEND. Well, it is really exciting what is happening
there, and we are continuing to watch their progress.

The CHAIRMAN. Let me ask Dr. Gueron a question. On pages 4
and 5 of your statement, I am reading the last paragraph. "I also
raise a caution. Those of you who want to expand work mandates
should pay close attention to the incentives created by changes in
the Federal financing structure. Using a single block grant to fund
welfare benefits and work programs is likely in low-grant States,
and possibly others as well, to have the perverse effect of squeezing
out innovative and demanding work programs."

If, indeed, the work programs work, and we went to block grants,
why would States not use them?

Dr. GUERON. If you put States in the position where work pro-
grams have to compete with expenditures on grants-in a block

antz environment where the last dollar spent is 100 percent a
tate tax levy dollar-I think there are States that will not have

the time horizon required to make investments in work programs.
Some Governors say very clearly that they recognize that work

programs involve an up-front investment for a future payoff. But
the time horizon in many States-under the pressures of economic
conditions, population mobility and population growth-will be
such that I think they will be under great pressure to pay for
grants. Work programs, which will seem like something with a dis-
tant payoff, are likely to suffer.

This would occur at a time when the public is saying very clearly
that they want welfare reform to transform this system into one
where work is the emphasis, rather than welfare. I see a risk that
we could move in an opposite direction.

The CHAIRMAN. Mr. Minnich, what would happen in Oregon if
you had a welfare block grant, with some requirement that you
must help the poor-you cannot spend it on airports-but a reason-
ably broad definition of what you could use it for? Would the Levs-
lature cherry pick that, and say that education is a higher priority,
and we are going to shift some of this money?

Mr. MINNICH. I think in Oregon we are predisposed to the waiver
process now, and probably we would utilize a block grant very ef-
fectively.

I do believe, though, that there would be a tendency for all legis-
lators at the State level to try to recreate the current eligibility
process in some fashion.

The CHAIRMAN. What do you mean by that?



Mr. MINNICH. Well, unless you have a grand design already of
reinventing your welfare system-and most States are in the proc-
ess of this-you probably do not get to a place of no strings from
the F!,deral Government turning into a grand design at the State
level instantly.

And I think you have to give some guidance to the States in
terms of what you want the outcomes to be in your Federal overlay.
Because, if not, we will tend to go back to our rules and regula-
tions, and put them in State statute. And there will be a welfare
system with an eligibility process.

What eats up your current welfare system fiscally, at the State
level, is the eligibility system. We probably spend 70 percent of our
resources verifying, reverifying and continuing to verify eligibility,
holding hearings-fair hearings process about eligibility-doing in-
vestigations about eligibility, and just delivering the benefit.

The biggest thing that can go wrong in Oregon right now-and,
I suspect, in any State-is if the benefits do not get out on time.

The CHAIRMAN. Senator Moynihan. And then Senator Breaux.
Senator MOYNIHAN. Well, just to say how welcome all three of

you are, I would like to ask a question which is perhaps a little too
abstract.

Mr. Minnich, you came right to it. There is a story in the Wash-
ington Post this morning, "Red Tape May Snarl Turnover to Wel-
fare: State Paperwork Often Aimedat Fighting Fraud". And it de-
scribes Govan's Collington Square social services office in Balti-
more, where 20 application forms await every poor person who ap-
plies.

The CHAIRMAN. Twenty different forms?
Senator MOYNIHAN. Twenty different forms, including one form

saying that everything you said on the previous 19 is true.
And I think that, in most States, the concern would not be that

your benefits do not get out on time, but that they go to people who
are not entitled. It is the first rule of Government disbursing, that
you have to get proof that you are entitled to it.

But there is also a mode of delivery. I wonder if I could ask a
general question, perhaps too general, but I think both Mr. Town-
send and Mr. Minnich described processes that are very clear. You
are management-oriented, you are output-oriented, you are bottom
line-oriented. You think like managers, you expect good results,
and you speak about evaluation of the performance of your own
employees, and how they are going to be judged.

At this social services office in Baltimore, the caseworkers are
paid between $18,000 and $24,000 a year, which is not a vast
amount of money. And the district manager said that the case-
workers do an excellent job, but there is not time to spend with the
human being. We are dealing with eligibility standards for a par-
ticular program. We do not have time to discuss with the client
that she should hang in there. We cannot impose our values on the
client.

Now that is an old social work tradition, is it not? Judith Gueron
may be better able to speak to it. But you came from Maryland.
This is a professional position, which really is at organizational
odds with what we are talking about in the JOBS program, and the



program in Oregon. Is there something to this, that we cannot im-
pose our values on the client, which is exactly what you are doing?

Dr. GUERON. I think one of the reasons that these two programs
are effective is what Commissioner Townsend said earlier. Both
programs communicate a clear message to staff, so they are not
confused as to what they are about. Staff are not each figuring out
what their goals are, or what their goals are for each client, but
they know what the program is about.

That is one of the problems in many welfare offices. Staff have
either a multiplicity of potentially conflicting goals, or no clear
message-

Senator MOYNIHAN. Or an earlier ethos that says you do not do
things like that.

Dr. GUERON. That is right.
Senator MOYNIHAN. Thirty years ago in this city, if we were talk-

ing about workfare in this Committee, there would have been a
hall full of people out there protesting. They are not here. We have
not seen them in 20 years. They have all gone away.

But there was a positive feeling that you should not do this. And
it has to be residual in many places, is it not? Did you find it in
Maryland?

Mr. TOWNSEND. I was very concerned about it. I went around to
all my staff in the district offices, and I said, "Well, whose job is
it to talk about the W word called work? And who talks about work
ethics and values that I think helped found America?"

So they came up with 450 work ethic slogans. If you call River-
side County, and nobody answers the phone, you will get a work
ethic message. We have posters in the waiting room. We have pro-
duced a compact disc with work ethic music. Yes, we are trying to
impose our values with our clients.

And we found that our eligibility workers, who are not our GAIN
workers identify very much-

The CHMIRMAN. Out of curiosity, what is work ethic music?
[Laughter.]

Mr. TOWNSEND. Yes, we have gone commercial. We have pro-
duced a compact disc. And we started a new singing group called
"The Ethics". A lot of people are reached by the medium of music
or posters, or whatever, and we are trying to use all the different
mediums.

The CHAIRMAN. Do you sing, "Hi ho, hi ho, it's off to work we go",
or what? [Laughter.]

Mr. TOWNSEND. One of the pieces of music says that welfare is
temporary, not a way of life. And it is beautiful piece of music.

Senator MOYNIHAN. I hope we are not violating any rules, but
could you send us some?

Mr. TOWNSEND. You have got it.
Senator MOYNIHAN. I would like t6 see that.
The CHARMiAN. I would too.
Mr. TOWNSEND. We have lapel buttons that our staff wears. We

give them to clients. I have taxpayers coming in demanding our
work ethic disc because they want their teenagers to have it, or
whatever. It is very popular.

Senator MOYNIHAN. You, sir, are a Puritan.



Mr. TOWNSEND. I think that I believe in America, the foundation
of and the importance of work. And I cannot help but think what
our gross national product would be like if we had all of the wel-
fare recipients joining the work force.

Senator MOYNIHAN. It is terrifying-but refreshing. [Laughter.]
The CHAIRMAN. Senator Breaux.
Senator BREAUX. Thank you, Mr. Chairman. I would imagine the

songs are produced by the group "Men at Work". [Laughter.] That
would be appropriate.

I want to congratulate the Chair for having these hearings, be-
cause I think the subject of the hearings today is right on target.

I think that the House, quite frankly, has lost a lot of the focus
of what this welfare reform should be about in two principal ways.

Number one, if you think about it, we are arguing about who
gets the problem. I think- we are fighting over whether the problem
is going to be block granted to the States, or whether we are going
to keep the problem here in Washington.

I think any reasonable review of this problem indicates that both
sides ought to be involved in solving it. We are not going to solve
it here on the Federal level by ourselves. And States are not going
to do it by themselves back home. So we should -quit arguing about
who gets the problem, and realize that we are both going to have
to participate in solving it.

The second point is that all of us have talked about the other is-
sues that surround welfare problems, breakup of the family, teen
pregnancy, and so on. I think that all these things will be solved
to a large extent if we resolved the principal problem of welfare.
At least they will be diminished.

I think the real question, and the focus of the debate, should be
on how do we get people who are on welfare assistance back into
the work force? And that is the subject of the hearing today.

Many of you may be familiar with a proposal that we are going
to hear about from Will Marshall, today. One aspect of it is job
placement vouchers, and essentially trying to privatize the place-
ment portion of welfare.

I introduced legislation based on this component, and Hank
Brown from Colorado is a cosponsor of it. Essentially, what we are
suggesting is that we amend the JOBS program, and give States
the flexibility to use job vouchers to be given to organizations that
would be involved in placing welfare recipients in the job market.
And they would only get paid if their welfare recipient client actu-
ally stays in that job for a set period of time.

It is another option to the States, and I think they should have
the option to do that. And I would like you to comment on it, if you
would. Mr. Townsend?

Mr. TOWNSEND. I think that Government should not have a mo-
nopoly on the employment programs for AFDC recipients. I think
competition is good. If we could get an outside firm in to compete
with my staff, I would enjoy the competition. I believe that my staff
might win. Actually, our job placement costs are under $1,400 per
job placement. And I have not heard of many at that level.

So I think, in terms of cost effectiveness, I would use private
firms if, in fact, it resulted in increased job placements. And I think
we have to consider that first and foremost.



Mr. MINNICH. I think the voucher idea would be fine if, again,
it is part of a total approach to welfare reform. The tendency in the
past has been that you can make money in these welfare offices if
you take the so-called "cream of the crop", the motivated individ-
uals, and charge those back to the Government.

Where I believe you have to 6et to ultimately is changing that
outcome, that atmosphere.

We do not have a welfare system, even in Oregon, where you
have 30 percent. That is a herculean task. You should have 70 per-
cent participation. Then you will see a change in your atmosphere.
I think, if vouchers can help that, if anything can supplement the
process so that we get to more than 50 percent participation, we
will then see a difference in welfare. But everything is on a pilot
status until we get there.

Dr. GUERON. I think the right way to approach this is as an op-
tion, as you are describing it. Because we do not know whether pri-
vate firms will be forthcoming to take this up, whether they will
be able to work with more difficult welfare recipients, and how cost
effective that will be.

And giving States an option to do this gives us a chance to learn
that. I think it will be very important to track, if this goes through,
how it is picked up in the field, and the relative effectiveness of dif-
ferent approaches.

Certainly, despite the enthusiasm for State competence that is
out there right now, many States could use some competition in
how to run these systems.

Senator BREAUX. We are going to explore it further. I really
think we ought to make it available to the States as an option, and
see how it works.

If we can get the private sector to participate, and only get paid
for what they successfully accomplish, I think the incentive will
really be there for them to go the extra mile.

Mr. TOWNSEND. I have one comment here that hit a very impor-
tant point. I have been concentrating on job placements. And I be-
lieve employment is a socialization process. It is not going to be
like the JTPA Program, or working with people who have always
been employed.

Any job is a good job. And even having a failure, after having
them out of the home and in a job placement, can be a learning
experience, and very invaluable. So, if you set performance stand-
ards, do not throw away job placements, even if they do not last
long. Because you put them right back in the- program, and get
them out in a new employment. You do not turn loose of them. It
is very valuable to have any kind of job placement.

Senator BREAUX. Well, the best social program is a good job.
Senator MOYNIHAN. That is what it says here. It should say that.
Senator BREAUX. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Graham.
Senator GRAHAM. Thank you, Mr. Chairman. Just to follow up

on-.-
The CHAiRMAN. Senator Grassley. I -misread the list. Senator

Grassley, go ahead. I am sorry, Bob.
Senator GRASSLEY. I have to preside by 11:00 a.m.



The CHmARMAN. You are also ahead of Senator Graham on the
list. It was my mistake.

Senator GRAHAM. He is always ahead of everybody.
Senator BREAUX. That is the problem of being in the Majority.

[Laughter.]
Senator GRASSLEY. Mr. Townsend, I think where you just left off

with Senator Breaux is a place I would like to start.
Your statement, which you rarely hear today, at least from us

policymakers, that any job is a worthy job. I think we have to get
that attitude back into employment. As far as your work is con-
cerned, getting people into employment, does that also include, if
they could not get a private sector job, that they would have to
work for their welfare check, and earn their welfare check?

Mr. TOWNSEND. When I helped to design the program in 1987,
we developed a work experience program. And we went through a
lot of negotiations with labor folks, and developed slots. I got a lot
of expectations built up, and then my staff was too successful. Less
than 4 percent neededto go to training or to work experience pro-
grams.

So I think the moral of the story is, do not-presume failure. You
can deal with all of your clients, not make a lot of exemptions, but
if you keep your eye on getting job placements, you will be sur-
prised at how few actually have to go to the work experience pro-
gram.

But, in fairness, in California, we exempt every mother who has
a child under 3. And so there is an area there where I believe we
may have more difficulty with the experiences of the younger par-
ents.

Senator GRASSLEY. Do either of the other two witnesses have any
philosophical objections to people earning welfare, if you do not

ave a private sector job available? And that does not preclude
what Mr. Townsend says is his major emphasis, that you have got
to keep the caseworkers trying to find a private sector job.

Mr. MINNICH. Senator, I think work experience is good. We often
use a voluntary work experience to begin the process of getting
someone acclimated to work. Often, they turn into regular job
placements, if someone is successful.

I do not think there is a fundamental philosophical difference
with that, but I would emphasize what Mr. Townsend said, that I
do not think we have tried the other approach, which is a satura-
tion approach to work search and work placement.

I would not jump to the other end, and create a bureaucratic
monitoring nightmare for us before you let us try the private sector
first.

Senator GRASSLEY. Are you both saying then, that is really easier
for your caseworkers to find some a public service type job to
earn welfare, as opposed to getting a private sector job?

Mr. TOWNSEND. It is easier to get a private sector job. We even
increased our job placements when our unemployment rate went
up to 15.7 percent in Southern California.

Senator MOYNIHAN. What? Fifteen percent?
The CHAIRMAN. They increased it.
So then you were saying that we increased our goal at that time, -

and that we brought our placements up?



Senator GRASSLEY. Are we not saying then that there is a pref-
erence because it makes your caseworkers' job easier to find a
workfare job, as opposed to a private sector job?

Mr. TOWNSEND. If you have high production in job placements,
you keep your costs down, that can be so much better than super-
vising people in caseloads, and making sure they attend the public
sector job, develop a reporting system, you could give me a great
bureaucracy with the work experience program, and not get com-
parable results.

Dr. GUERON. I have no philosophical objection. And, moreover, I
think that welfare recipients, when they have been asked if it is
fair to require people to work, have answered that it is fair.

But I differ somewhat from the other two people here, in that I
think many people will remain on welfare aKtr the maximum ef-
forts have been made to place people in jobs.

If there is an interest in having everybody working, there is
going to have to Lie some residual effort to create work positions.
And the question for you to ask is how much you want to spend
on it, and how to minimize those costs, and still meet the public's
demand that people be working.

Senator GRASSLEY. Mr. Minnich, could you have accomplished
what you did in your State without the Federal waivers?

Mr. MINNICH. Senator, we could not. And, as Mr. Townsend said,
California is exempting parents with children up to age 3. We took
that down to age 1. And I think, again, you do not want to create
an experience or people for 1 year or 3 years, where they are very
comfortable with welfare. It becomes a security issue then.

Your design of the earned income tax credit has been very help-
ful. Food stamps is a transitional benefit. Day care in Oregon is a
transitional benefit, as it is with most States under the Family
Support Act.

And the extended medical makes work a positive experience. We
can take a family from 75 percent of poverty, which is the com-
bined food stamp-ADC benefit in Oregon, to 115 percent of poverty
with a $4.75 an our job, which is Oregon's minimum wage.

And, in fact, that is 40 percent above their current standard of
living.

Senator GRASSLEY. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Graham.
Senator GRAHAM. Mr. Chairman, I would like to join the others

who have expressed our appreciation for your holding this series of
hearings. These have moved issues which are often dealt with at
a cliche level to a substance that is very important.

The CHAIRMAN. Thank you.
Senator GRAHAM. Let me ask a question about the job placement.

We have invested for many years in a Federal-State program of
State employment service, through the U.S. Department of Labor
and the State's department of labor.

How effective has that system been in the States with which you
are familiar, in providing placement services for this population?

Dr. GUERON. r have not seen any studies specifically focusing on
the employment service's success with welfare recipients.

I would not at all assume that they are more successful than
JOBS programs are.



In the past, prior to the JOBS program, when the WIN program
was the work program in States, the labor departments were often
required to operate the work part of the welfare system.

And I do not think we have any evidence that it was nore suc-
cessful, and somewhat less successful than the current situation
where you have tied the implementation of the work program more
closely to the people who are responsible for welfare checks, and
tightened the link between the mandate and the work part of the
program. But I have not seen specific studies on that issue.

Senator GRAHAM. I wonder what States you represent.
Mr. MINNICH. Senator, we use the employment department as

one of our placement partners. But it is after a life skills class and
G.E.D. or high school equivalency, and then some basic workplace
orientation.

They do a fairly decent job in placement, once we get a person
there.

The problem with welfare, as I see it, is that it is a compulsory
issue, and many agencies are uncomfortable dealing with that com-
pulsory nature of keeping people in mandatory track. So we still
need our case management to help the people through that.

Once they get to placement, I think they do a good job.
Mr. TOWNSEND. I am very concerned about the prior experience

of programs where they are able to pick and sort clients. That is
bad for the clients, and it is bad for the employment folks. If you
start picking, then you start to build up a belief that you cannot
deal with every customer.

In our county, we deal with 100 percent, except those that are
exempted.

And it is a great opportunity for the people that are involved
with welfare administration to administer the entire program be-
cause, right now, I am trying to implement, as I mentioned, the
work ethic program, the mentoring process. I am giving bed and
breakfast tickets and dinner tickets to eligibility staff who help and
are partners in talking clients into employment. I am looking at
giving more credit for an earned income case than a non-earnedin-
come case.

Right now, it is a disadvantage to have an earned income case.
Because of the increase in work, an eligibility worker is currently
motivated to say, "Why are you bothering me with all these wage
steps, and making me do these com mutations?"

So it is very important that you be able to work and orchestrate
the whole program, all together, and to try to deal with all. cus-
tomers.

Compared to the other employment programs, this is a distinct
advantage.

Senator GRAHAM. Each of you has talked about the importance
of transitional items, whether it be child care, continuation of eligi-
bility for Medicaid, and so forth.

That sounds as if we are talking about restructuring the cash
flow that comes into a State for a potentially long-term welfare cli-
ent, to whom we are trying to give the skills and assistance to
move off at an earlier date.

If that is a correct assessment, what would you recommend in
terms of how funds might be deployed, particularly in the earlier



months immediately after a person becomes a welfare client, so
that those services can be provided with the expectation that funds
would be saved at the end of the system because the client would
be employed, be self-sufficient, and no longer be a public charge?

Dr. GUERON. I think we have consistently learned from numer-
ous studies that, if you get to people with work programs, you can
speed their transition into jobs and save money.

We have seen that in study after study. Mr. Townsend may do
the best job at it, or a very good job at it, compared to other places.
But we know that -this can be done.

So there are savings that can be achieved if a work message is
communicated early. And, I guess my strongest message would be
that you should see that the resources are out there so that mes-
sage can be communicated to more people on the welfare caseload.

States really are struggling with limited resources for work pro-
grams, despite the fact that this is exactly what the American pub-
lic wants to see welfare reshaped into.

Senator GRAHAM. Let me restate my question, with some hypo-
thetical numbers. Assume that the average welfare family has an
annual cost of $10,000. And the potential is that they would be-
come a permanent welfare recipient, defining permanent as being
5 years or more. That would be a $50,000 cost to the public.

How could you redeploy that $50,000 over the 5-year period in
such a way as to up front the funds necessary in order to give these
initial skilIs and transitional assistance, but with the expectation
that you would save at the latter of the 5 years by virtue of the
person not being a welfare recipient?

Mr. TOWNSEND. I think that we do not need to have block grants
for JOBS or employment programs. We should not have a limita-
tion on the child care while they are in the employment program,
and during a transitional period of probably 2 to 3 years.

We do not get many of our clients into transitional child care
once they get off of welfare. We probably have less than 100 clients
in that. We are approaching 10,000 job placements a year. We have
100 that get transitional child care. That is because it is an appli-
cation process. It should be automatic, and based on a presumed
emancipation level, and increased income being expected.

But we need to be involved right from the day of the application.
Governor Wilson has been supporting in a program in California
where we deal with welfare recipients on a pilot basis. From the
date of application before approval, start converting our welfare of-
fices into employment offices, and start changing the face of our
welfare system.

The CHAIRMAN. Senator Pressler.
Senator PRSLER. I would like to ask Dr. Gueron about the im-

pact of reform on small States. You caution in your statement
against giving States a single block grant, which funds both wel-
fare benefits and work programs.

You say the small States, who will receive comparatively low
grant amounts, will be more unlikely to make the up front invest-
ments in work programs that can produce savings down the road.

I share your concern that small States, such as my State of
South Dakota, will lack the economies of scale to set up some of



the work programs and job training centers that States with large
urban areas can.

If individual entitlements are eliminated, and States are giver
block grants, would you favor a minimum funding threshold for
small States?

Dr. GUERON. Actually, the point I was making was about low-
grant States. I think rural States face a different issue.

I am not sure that there are clear economies of scale in the oper-
ation of work programs. I can remember looking at a work program
in one State where they were moving furniture from' county to
county in order to have phone equipment and the facilities to run
job clubs. So that can be a real problem in a rural economy.

I think the challenge in rural States is more to the questions of,
are the jobs there? It is very nice to talk about no alternative but
work, or a major emphasis on private sector placements, but what
do you do in communities where there are simply no jobs.

I think it is very hard to create a level playing field for States
in this business. It is hard to think of standards that do that.
Maybe someone smarter than me can do that. But I find that very
difficult.

Unemployment rates measure part of the problem, but they do
not measure the extent to which people are not even in the labor
market in certain communities. So I would worry about that.

Our work has shown that programs are less effective-in terms
of having an impact-in rural areas than in urban areas. That re-
lationship is more consistent than the one with different unemploy-
ment rates.

So I think that if I were in South- Dakota, I would be worried
that standards would be put in place that will be much harder for
your State to beat. This would be the case if, for example, outcomes
standards are given great weight in rewarding States.

The CHAIRMAN. What kind of standards?
Dr. GUERON. Outcome standards.
Senator PRESSLER. It seems that most studies about the JOBS

program and other welfare to work programs have been conducted
in largely urban States, such as California, Florida, New York and
New Jersey, where their welfare recipients are primarily located in
close proximity to each other.

Have any large studies been conducted on the problems of job
training programs in largely rural States, with sparsely populated
recipients?

Dr. GUERON. Ye. We have done studies in 11 counties in Vir-
ginia, 7 of which &.e rural. We did a large study in West Virginia,
which was primary in rural counties. And the study of the GAIN
program in California included rural as well as urban counties.

Generally, across those studies, programs have been less success-
ful in increasing employment for people in rural areas. West Vir-
ginia might have been the extreme. When the study was conducted,
the unemployment rate in West Virginia was over 20 percent.

They stressed work for benefits, workfare approaches, because
they really thought they had no hope in increasing placements in
private sector jobs.

So I think there are very varied conditions across the country,
and that any system put in place has to consider that.



Senator PRESSLER. Now, Mr. Minnicn, in Oregon you have a
State which has a variety of geographic areas.

Do you feel that, if States are given block grants, you would
favor a minimum funding threshold for small States? In Oregon
you have both rural problems and urban ones. 1)o you have any
views on a minimum threshold?

Mr. MINNICH. I think, again, the formulas that I have seen would
basically take what the States are receiving now, and it would real-
ly depend on what outcomes were mandated.

I would favor a system of outcomes where the States would have
much incentive to achieve better results, and to have more flexibil-
ity as you got the better results.

There are problems in Oregon with rural climates, where high
double-digit unemployment exists. But, again, going back to some-
thing Mr. Townsend said, in those areas we favor jobs that do not
necessarily end the welfare grant. They might be part-time in na-
ture. Something that imp arts the ethic of work, or the benefits of
work, sometimes can stillget you good results in your caseload.

Senator PRESSLER. In my State of South Dakota, there are 9 In-
dian reservations, some with extremely high unemployment rates
of 70 percent or higher.

These areas are economically depressed. And, in this way, they
are like some inner-city urban areas. In places like that, there sim-
ply are no jobs for welfare recipients. No matter how well they
complete a job training program or get their G.E.D., they would
have to move to another State or urban area. This has been a real
problem.

I generally support time limiting benefits. But, if a time limit is
imposed, there is a danger that many recipients in areas such as
Indian reservations, will reach the end of their benefit period with-
out having found a job in the private sector.

Have you any special comments regarding job placement on In-
dian reservations in the Midwest or nationwide. I am just back
from Arizona, and they seem to have the same problems there.

Dr. GUERON. One thing to recognize is that nobody out there
right now is running a time-limited program, where people are
going to get to the end, and get no benefits, except in two rural
counties in Wisconsin where ithas just started.

So we do not know what is going to happen. This is a very new
idea that is simply untested.

I think, in communities like that, you have to be thinking of
some kind of fallback program, and it might be a work-based pro-
gram. There the issue is going to be the feasibility of creating
enough backup work for benefit positions.

And I think a very realistic lens should be cast on that question.
The public would like people to be working. The question really is:
how much do you want to spend on it? How much do you want to
spend on child care and the creation of work slots? When you have
answered this, then come up with some kind of work obligation
that might be part-time, part-year, that you can really afford to im-
pose, and to offer to everybody after a time limit.

That might end up, in the communities you are talking about,
with 10 or 15 hours a week, structured so that people would work
while their children are in school. This might turn the system into



a more work-focused program without either breaking the bank or
putting women and children in the street.

Senator PRESSLER. Thank you very much.
The CHAIRMAN. Mr. Townsend, tell me something about the de-

mography of Riverside County.
Mr. TOWNSEND. We have a rapidly increasing Hispanic popu-

lation. We have probably 26 to 28 percent Hispanics, probably 8
percent black population. We have probably 5 percent other, and
Caucasians making up the balance.

The Caucasians on welfare represent slightly the minority. The
Hispanic population has been a challenge, particularly with immi-
gration problems. We have many individuals who do not speak
English. We have learned that we do not have to put clients in
English as a second language for a lifetime.

There are, in fact, employers with supervisors who do speak their
language, and they are we come as job placements. So we were able
to start really placing our clients with appropriate employers.

So MDRC has found that, in our county, we have had surpris-
ingly good results with Caucasians, blacks and Hispanics across
the board.

The CHAIRMAN. Income level, average, for the county?
Mr. TOWNSEND. I am not going to submit that figure to you, be-

cause I might be in error. If I tell you something, I want it to beri ht.,"he CHAIRMAN. Both Senator Moynihan and I were stunned

when you said that, when the unemployment rate got up to 15 per-
cent, you increased your placements.

Mr. TOWNSEND. Well, I did not want my staff to start making ex-
cuses, and doubt their abilities. I basically went around and mar-
keted the idea that they need us more. We have to fight any in-
crease in the caseload caused by unemployment. We have to per-
form at our best.

So I increased the goal by 10 percent, and they got about 8 per-
cent of that 10 percent increase.

The CHAIRMAN. Dr. Gueron, I think that you are not quite as en-
thusiastic as the other two about the paramountcy of jobs. You
have a fair amount in your testimony about training, and the ne-
cessity for training, but do not push people into jobs too quickly be-
fore training. Do I read, it right?

Dr. GUERON. No. No you do not. I think that the system has got
to be more mandatory and work-focused than it is now.

And for almost all people, except teenage mothers and some ex-
ceptions, the program should begin with job search, and let the
labor market sort out who can work and who cannot work.

But what I am saying is that we have had studies of programs
that only provide services directed to help people get a job. And
those programs did not seem to succeed with the most disadvan-taged people.So 1 think you want to give States some flexibility to have edu-

cation and training, so that the more disadvantaged may also be
assisted.

Now some of those people will get off of welfare with only job
search programs. But I think a mixed strategy, such as the one in
Riverside, which put a great emphasis on job search, but also a



heavy emphasis on basic education, but very work-focused edu-
cation, is a good strategy.

I think where things have gone astray is where people have been
placed in education and training, and folks forgot what the purpose
was. And you could languish in education for an indefinite length
of time, losing focus on the fact that goal of all this was work.

Strategies where people have to make progress, or they have to
leave education and training and go to work, can keep staff di-
rected at the goals of the program, but may also provide enough
background and education so that some folks who really have very
limited skills may be able to be placed.

The CHAIRMAN. Senator Moynihan.
Senator MOYNiHAN. Mr. Chairman, I have very few comments,

except how do we get another 10,000 Townsend's and Minnich's?
I worry a little bit. These are two rare executives, and they are

not necessarily easily obtained. One of our problems is one on
which the Times yesterday had an article, a big front page story
about yet another Ford Foundation program, in which you took a
million dollars and 10 Yale graduates, and put up $50,000 apiece
for -each individual in the program and, lo and behold, 40 percent
went to college. Oh yes.

Now, let us say, instead of a hundred people, you say 50 million.
Well, that is different. You got a lot of that business in the early
years of education reform.

What is the possibility of getting a managerial level in our sys-
tems that would rise to some approximation of the standards of Mr.
Townsend and Mr. Minnich.

Dr. GUERON. Well, you are onto a very good issue. As we have
looked at JOBS programs across the country, the average program
lags far behind the high performance programs, like the ones you
are listening to here.

The real challenge is not passing laws here. The real challenge
is out in the field, moving mediocre programs up to the standards
of high performance programs.

T do not think there are magic bullets here. But I think there
could be major improvements if there was centralized attention to
a high quality training approach, like in the private sector, to bring
the techniques of successful programs out there to the field.

Senator MOYNIHAN. Trainers?
Dr. GUERON. Yes. To train State and local administrators on

what are the techniques that have worked in other programs? Keep
looking for successful programs, keep identifying what works, and
then move those systems out into the field, so you can establish
benchmarks for performance that administrators should be able to
follow.

Tell them what works, and encourage them. You could have fi-
nancial incentives for high performance programs that adopt those
strategies, but reward talent and try to bring those standards out
into the field.

Senator MOYNiHAN. Could I ask our other two?
Mr. TOWNSEND. I would very much like to comment on that. It

is not just a question of ability. And I believe administrators across
the land could do much better.



You have a part to play. You have to tell us what you expect us
to get you for the Federal dollars. Those expectations will put pres-
sure on administrators like myself. Either we learn how, or we will
have to step aside. It should be like the private sector.

But the other part has been by choice. The results have been by
pure choice in the goals and objectives that were set. And that was
lavishing education and training, without cost regard, on a limited
number of clients.

So the objective is, are we talking about job placements and em-
ployment, or are We talking about running an education program
for a long period of time?

So, with the attitude problem, you have to say what you want.
Say we really want employment, we really want jobs, and we need
a certain cost level for that.

There will be the incentive for administrators to learn techniques
that work. That will be called necessity for them to continue in
their jobs.

Thank you.
Senator MOYNIHAN. Do you have Civil Service in Riverside Coun-

ty? [Laughter.]
Mr. TOWNSEND. Yes, we do. We have a labor organization. I

written performance standards. If employees do not meet the
quirements, we do terminate employees. It is a very reason .ile
process. But we would rather save our staff, and coach them into
a successful mode. That comes first.

The CHAIRMAN. Would you like to be president of U.S. Air?
Mr. TOWNSEND. I am not competent at flying an airplane, so that

would probably be a long learning curve.
The CHAIRMAN. Senator Breaux.
Senator BREAUX. No more questions. Thank you.
The CHAIRMAN. Senator Rockefeller.
Senator ROCKEFELLER. Mr. Chairman, I have not been at the

hearing long enough.
I think I would express some frustration, as Senator Moynihan

did. And that is the art of training people to do things and get a
job is difficult and you cannot reject their effort if despite best ef-
forts they do not end up somehow doing something.

In West Virginia, which has the highest unemployment rate in
the country, we are particularly sensitive to that.

Why is it, Dr. Gueron, that we in this country, where we put
such an emphasis on work, are so dreadful at training or retraining
people to work?

I frankly agree with the Moynihan theory of foundations throw-
ing money at this kind of thing.

I live in a State where we really cannot take any of this for
granted, where we cannot laugh at it, and where we are not doing
very much about it. It is traditional stuff, it does not work, our peo-
ple know it before they ever get approached.

Maybe this has all been discussed, but not before me.
Dr. GUERON. It has not been discussed much here today.
There have been some examples of successful training programs.

I am thinking particularly of the CET program in California. I for-
get what CET stands for. But there were two different careful stud-
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ies that looked at a number of training programs, and CET was the
winner in both of those studies.

What they tended to do was have relatively short term and in-
tensive programs, staff who were very closely linked to the private
sector, training that was very cutting edge, not a lot of separate
educational activities, but education very integrated into the train-
ing. It was a very high quality training program.

And results from that study showed that there was a large in-
crease in employment rates and very large earnings gains for peo-
ple in that program. This program was for both young men and
young women on AFDC.

Senator ROCKEFELLER. Can we come back to places more like
West Virginia to answer my question?

Dr. GUERON. Well, I think you have very special problems in
West Virginia. If you do not have enough jobs for people who are
already trained and unemployed, why do you expect to train wel-
fare recipients with very limited skills, simply bring them up to the
level of folks who are unemployed out there now, and expect them
to get jobs?

I think that is a real issue. And, in thinking about welfare re-
form, and trying to create some level playing field for States like
West Virginia, you have to consider the realities of the labor mar-
kets, and labor markets as extreme as the one you are facing.

And I think that has implications for outcome standards, for
talking about time limits, and for realizing that work is going to
have to be a backup system for welfare recipients.

Senator ROCKEFELLER. Does that mean that eventually we make
official what is our unofficial policy now in West Virginia? I guess
a kid, by the time he or she is 12 or 13, have more of less made
up his or her mind to leave the State already, assuming whatever
their lot might be, it is not going to be the kind of work they want
to do.

I am not asking this critically, but are you suggesting that that
is West Virginia's lot? Can we do better than that?

Dr. GUERON. Well, welfare is not going to be the route to doing
better than that.

Economic development activities, and a more trained labor force
might have more potential, but I would not look for welfare reform
as the vehicle to turn around the economy of West Virginia.

If the prevailing view in this country is that welfare recipients
should not be able to receive welfare longer than a certain period
of time without working, what I am suggesting is that, in places
like West Virginia, somebody had better think about the backup
work activities, about creating them, and paying tbr them.

The private sector is not going to be the solution there. Some
people may be mobile, but women with young children do not have
very high mobility.

Senator ROCKEFELLER. Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much. It was a very helpful

panel. I appreciate it.
Now, if we might take Robert Friedman, Jeffrey Joseph, William

Marshall, III, and Gerald Shea.
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Welcome. We will start with Robert Friedman, who is the direc-
tor and chairman of the board of the Corporation for Enterprise
Development in San Francisco.Mr. Friedman.

STATEMENT OF ROBERT E. FRIEDMAN, DIRECTOR AND
CHAIRMAN OF THE BOARD, THE CORPORATION FOR ENTER-
PRISE DEVELOPMENT, SAN FRANCISCO, CA
Mr. FRIEDMAN. Thank you very much, Mr. Chairman and Mem-

bers of the Committee. I very much appreciate the opportunity to
testify before you today.

There are many pieces to a complete work program. My fellow
panelists have mentioned several of them, with which I agree, leav-
ing me the luxury of focusing on three strategies.

think if welfare reform is to truly open a ladder of opportunity
to welfare recipients, then it should remove the penalties that
confront welfare recipients moving toward self-sufficiency through
education, work and self employment.

Second, we should support enterprise-the ability of low-income
folks to create jobs for themselves, as well as other innovative job
creation strategies that have been incubating and the local level for
10 years.

And, third, I think we need to build assets to enable welfare re-
cipients not only to get jobs, but to realize enduring economic inde-
pendence.

I would argue that one of the chief problems with the current
welfare system is not that it rewards indolence, but that it penal-
izes effort. As my colleague, Cicero Wilson, has put it, the nature
of the current social contract is, "we will support you as long as you
do not go to school, as long as you do not work, as long as, of all
things, you do not try to create a job for yourself. Do any of those
things, and you will lose benefits, often precipitously."

If you save for an education, or for a piece of equipment to start
a business, and thereby exceed the $1,000 asset limitation, you be-
come ineligible for benefits.

If you get a car that can reliably take you to your job, and there-
by exceed the $1,500 car limitation, you become ineligible.

After 4 months, and often at various points in the move to self-
sufficiency, you lose more than a dollar in benefits for every dollar
you earn. In North Carolina, there are spots where the effective tax
rate is 300 percent.

These penalties, it seems to me, serve no one well-neither the
recipients trying the escape, nor the taxpayers who pay.

If welfare reform does nothing else, it seems to me it should re-
move some of these penalties at a State's option-but there I would
urge to name the penalties that States can reduce. Asset and in-
come waivers are among the popular sought by States. More than
half of the States have already sought waivers to exactly these pen-
alties.

But if there is ever an argument for making a uniform change,
then it seems to me it is in these areas. The Federal Government,
I believe, stands a chance to save money.

In Iowa, which 14 months ago removed virtually all these pen-
alties and more, including the penalty against two-parent families,
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the total welfare payouts for the last 4 months have been at the
lowest in 10 years, driven by a 65 percent increase in the percent-
age of the caseload reporting earned income.

Second, support enterprise. It should come as no surprise-and,
indeed, it has been mentioned at these hearings already-that
there are many communities in this country where the job opportu-
nities we will need simply do not exist.

The very least, it seems to me, we owe people in poverty and un-
employed is a reasonable chance to create a job for themselves.

The results of the 5-State Self Employment Investment Dem-
onstration (SEID) for welfare recipients, which my organization
sponsored, are in. We found that, among those welfare recipients
who started businesses, there was a 65 percent reduction in pri-
mary dependence on AFDC as a source of income. Eighty percent
of the businesses have survived at least 2 to 5 years. The average
buildup of assets, personal and business, were around $5,000 each.
The average firm that was started created 1.5 jobs.

Sixty-nine percent of the participants in SEID said they could
not have done what they did, but for the waivers. There is a need
for policy change. I believe that any welfare reform should make
self-employment an option, and a supported option. In addition, if
we are serious about job creation, it would be wise to set aside a
fund to invest in developing and spreading a series of job creation
and private enterprise development initiatives that have incubated
over the last decade.

Third, build assets. We know that the largest portion of the wel-
fare caseload cycles between public assistance and a labor market
unable to support their families at self-sufficiency. The only way,
it seems to me, to engender enduring escapes from poverty is to en-
able low-income Americans to make a down payment on the Amer-
ican dream.

Today, one third of American households have no or negative
investable assets at a time where the price of entry to the economic
mainstream has gone up. Yet, we subsidize assets accumulation for
the non-poor to the tune of $160 billion a year in the Federal Tax
Code, while we prohibit asset acquisition by the poor.

Welfare reform should include a national individual development
account demonstration, where we offer to low-income Americans in-
centives comparable to those we offer the non-poor, to save for their
own educations, businesses, homes, or those for their children.

We calculate that every dollar the Federal Government invests
in IDA's will result in $4 of returns directly to the Federal Govern-
ment, as well as even greater returns to States and individuals and
society as a whole.

It seems to me that, especially in tight budget times, we cannot
afford not to invest in creating a brighter economy and brighter fu-
tures for our people.

Thank you.
The CHARmA. Thank you very much.
[The prepared statement of Mr. Friedman appears in the appen-

dix.]
Now Jeffrey Joseph, the vice president for domestic policy for the

U.S. Chamber of Commerce.



26

STATEMENT OF JEFFREY H. JOSEPH, VICE PRESIDENT FOR
DOMESTIC POLICY, U.S. CHAMBER OF COMMERCE, WASH.
INGTON, DC
Mr. JOSEPH. Thank you, Mr. Chairman. I appreciate the oppor-

tunity to be here. Members of the Committee.
The business community has long advocated welfare to work as

a positive option for reforming the welfare system, and we are en-
couraged that this position has emerged as a consensus.

Structurally, current proposals focus on moving primary respon-
sibility for welfare programs to the States, in the form of block
grants.

The Chamber generally supports increased State and local flexi-
bility in the delivery of Federal programs, and we are encouraged
by this activity.

Welfare reform proposals under consideration also limit the
amount and/or duration of benefits, and require set percentages of
able-bodied recipients to obtain employment over time.

The Chamber also supports time limits and a work requirement
for those on the welfare rolls. We have polled our members, and
they are very strongly in support of that position.

Comprehensive welfare reform is, obviously, a very complex issue
with many human and economic dimensions. We believe our piece
of the puzzle is focused on selective and critical issues from the
perspective of workplace employment.

Recently our board of directors approved the following broad pol-
icy guidelines:

Focus national attention on measures to ensure that welfare re-
cipients will be equipped with the knowledge, skills and attitudes
needed to obtain and retain jobs in the private or public sectors.

Second, we believe there is a need to design incentives-such as
tax incentives, training grants, vouchers, perhaps enterprise zones,
or establishments of realistic local marketplace training wages-for
employers to move people from welfare to work. We think consider-
ation should also be placed on temporarily waiving provisions of
statutes that may serve as disincentives for employers to hire wel-
fare recipients.

Third, we believe that provisions need to be included in this leg-
islation to make sure welfare recipients will be drug and alcohol
free, as a condition of receiving welfare benefits and other forms of
Federal assistance.

And, fourth, we believe this whole- welfare-to-work debate should
be p laced within the context of the elements of a locally driven
workforce development system that contains reliable labor market
information.

For example, from the employer's perspective, consider how plac-
ing welfare recipients in jobs balances with moving others into the
workplace-young people from school to work, dislocated workers
transitioning from career to career, and others, in a climate where
employers are restructuring to compete in a global marketplace.
Now the complexities of the global marketplace, and the rapid

progression of today's knowledge-based economy, realistically also
means we should focus on advanced welfare-to-work strategies, in-
cluding ladders to high-skill, high-wage jobs.



Whether being prepared for entry-level employment in a low-tech
service industry, or as a high-tech toolmaker apprentice, consider-
ation must be given on how best to prepare welfare recipients with
the skills they need.

My testimony has a -couple of interesting examples of two com-
munities that had the demand, and could focus on high paying jobs
for welfare recipients. And we think that those debates and those
examples need to be put forward because I think that, realistically,
these examples beg the question on local employment needs that
really are going to drive the issue of how many people are going
to be employed.

And I think that also calls for framing this debate from the per-
spective of "from the jobs backward." Every community needs to de-
velop its own strategy, with the major emphasis on human capital
capabilities for its own economic self-sufficiency, set against its own
economic development activities.

The Chamber also believes that the business community nation-
wide will be better able to provide jobs for welfare recipients if em-
ployers do not face numerous disincentives created by laws.

Absent increased employer participation in welfare-to-work pro-
grams, it will be extremely difficult or the labor market to sustain
the large influx of welfare recipients into the workplace.

Disincentives may include provisions within the Fair Labor
Standards Act, the Davis-Bacon Act, the Americans with Disabil-
ities Act, among others.

Now we are not trying to be coldhearted, but studies have con-
sistently shown that large numbers of welfare recipients who go to
work end up on welfare again after short periods of time.

If, in fact, legislation goes forward and cuts these people off
somewhere down the road, they stand out there as a class, we be-
lieve, in this litigious society, for perhaps unscrupulous employ-
ment lawyers to try and bring cases on behalf of these people who
need revenue from some place or another.

We believe there are plenty of statutes on the books that provide
the opportunity to seek jury trials and large monetary awards
against employers, which in act becomes a disincentive.

Given the fact that there are young people from school to work,
dislocated workers, and others, who will all be competing for the
same jobs, local lawyers may suggest that perhaps you should hire
the people who have the least likelihood of bouncing out of the job
and, therefore, being subject as a class to sue you.

Accordingly, we urge you to consider the implications of these
Federal disincentives to hiring welfare workers. And we also be-
lieve, as I said up front, that welfare recipients, as do other poten-
tial employees, must have a drug-free status as a condition of em-
ployment, and be familiar with the responsibilities associated with
drug-free workplace policies and programs.

The bottom line is, Mr. Chairman and Members of the Commit-
tee, that the Chamber stands ready to assist Congress and the
States and communities in this most critical endeavor.

We believe the time has long since passed to address welfare re-
form- We believe, from the jobs backward, it must also be ad-
dressed within the context of local labor markets, restructuring the
job training programs, one-stop shops, the whole notion that this



thing is looked at holistically, systemically from a community
standpoint.

Thank you very much.
[Theprepared statement of Mr. Joseph appears in the appendix.)
The CHAIRMAN. Thank you very muc .
And Mr. William Marshall, III, the president of the Progressive

Policy Institute.

STATEMENT OF WILLIAM MARSHALL, III, PRESIDENT,
PROGRESSIVE POLICY INSTITUTE, WASHINGTON, DC

Mr. MARSHALL. Thank you very much, Mr. Chairman.
We at the PPI believe that it is crucial that the Senate take this

opportunity to refocus the welfare reform debate on the overriding
mission of helping welfare recipients achieve self-sufficiency
through work.

Work is what the public overwhelmingly wants, and work is the
only lasting solution that we can see to both the problems of wel-
fare dependency and poverty.

It is striking that what is missing in this debate is a practical
means for moving large numbers of welfare recipients into private
sector, unsubsidized jobs.

President Clinton's proposal was a significant step towards work-
based reform, but supplies too few bridges between welfare recipi-
ents and the labor markets, and too many detours into income
maintenance or ineffective education and training programs.

The House Ways and Means bill, frankly, strikes us as being all
over the map. It embraces multiple and even conflicting goals, re-
ducing illegitimacy by denying benefits to children of unmarried.
teenage mothers, devolving responsibilities to the States through
block grants-although with lots of Federal strings attached-and
requiring that 50 percent of the welfare caseload be put to work by
the year 2003.

There is a fundamental problem here, in our view. And that is
that the welfare system simply does not do a very good job of con-
necting welfare recipients to the world of work. That is not its job.
AFDC is organized around income maintenance, and JOBS is orga-
nized primarily around the mission of education and training

The GAO report of last December confirmed, and I think
reaffirmed, what MDRC and other studies have shown, which is
that the JOBS program is not well focused on employment. It suf-
fers from weak links to employers, and holds States accountable for
process, not outcomes, for meeting participation rates, not actually
moving people off the rolls and onto payrolls.

In fairness, however, I think it is doubtful that any bureaucratic
system by itself is going to take on the entire job of moving 5 mil-
lion. families from welfare into the private labor markets.

To succeed in that task, requires that we enlist the resources of
the private sector, private employers as well as civic institutions,
and that we harness the power of market competition.

So our proposal, what we call a Work First proposal, for convert-'
ing welfare into a true employment system has two key steps.

The first is to replace AFDC and JOBS with a performance-based
grant, a single flexible grant-and we would argue that additional
Federal money should be added to this--that offers financial
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awards to States that succeed in placing and keeping welfare re-
cipients in full-time unsubsidized private sector jobs.

We would keep the current entitlement funding formula, but tie
it to a single match rate of 60 percent, or the Medicaid match rate,
whichever is higher.

This change, in our view, would make time limits less necessary
and, in fact, perhaps redundant. In a true employment system, the
time limit would be zero. Everyone would be expected to do some
work from the start. And the ultimate goal for everyone would be
placement in a private sector job.

The second step is to give States financial incentives to convert
a portion of their employment system dollars into job placement
vouchers that welfare recipients could use to buy job placement
and support services.

Putting purchasing power directly in the hands of welfare recipi-
ents, vouchers would empower them to make their choices about
the services they need. And, most importantly from our point of
view, vouchers would help break the bureaucratic monopoly on as-
sisting poor families, and would help us begin to stimulate a com-
petitive market for job placement services.

Who would come into this market? Private nonprofit groups that
specialize in finding welfare recipients jobs, like Cleveland Works,
or the Goodwill Job Connection in Florida. So would for-profit ven-
tures that are already there, like America Works, which is success-
fully placing and keeping welfare recipients in private jobs in New
York, Indiana and elsewhere.

There is no reason that State employment offices could not com-
pete with private outfits in providing welfare to work services.
Lae Townsend in Riverside offers a rare, but outstanding, exam-
ple of a State JOBS program that is organized, focused strongly on
the mission of job development, placement and support.

And the point is to use the public resources to build not one but
many bridges that.link people now trapped in the welfare economy
to the real economy of unsubsidized wor .

Such a system, in our view, would pay only for results. No agen-
cy, public or private, would be fully paid unless it succeeded not
only in placing welfare recipients in private jobs, but also keeping
them there for some specified length of time.

Job placement vouchers would be purely voluntary. No State
would have to use them if it thought it could do a better job by
other means.

But, to encourage the growth of a competitive market, and wel-
fare to work services, we would propose that States get a higher
Federal match rate whenever they use vouchers to move people
onto private payrolls.

Finally, vouchers for job placement services in a growing market-
place would help us meet an enormous challenge that is often over-
looked in this debate, and that is getting the men working.

There is no reason that fathers of children on welfare could not
use vouchers to get jobs that would help them contribute to the
support of their children.

I think these steps I have outlined would spur a more serious
devolution of power than any block grant proposal that we have
heard thus far, allowing us to leapfrog both Federal and State bu-
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reaucracies to place resources in the hands of the actual recipients
of welfare, and urge them to use them in a competitive placement
market.

Mr. Chairman, our approach to welfare reform has many other
elements that I do not have time to go into now. I just would like
to strongly endorse Mr. Friedman's sentiments. We strongly believe
that a work-based approach goes hand in hand with asset building
strategies, self-employment, microenterprise, and individual devel-
opment accounts.

But the main point I would like to leave you with is simply this.
The current proposals for welfare need to think in terms of creating
a pluralistic delivery system, not one that simply improves the
managerial capacities or the incentives within the existing welfare
structure, but tests the proposition of whether we can bring in pri-
vate sector actors and get them in that task.

Thank you.
[The prepared statement of Mr. Marshall appears in the appen-

dix.]
The CHAIRMAN. Thank you. And we will conclude with Gerald

Shea, the executive assistant to the secretary-treasurer of the
AFL-CIO.

Mr. Shea.

STATEMENT OF GERALD K. SHEA, EXECUTIVE ASSISTANT TO
THE SECRETARY-TREASURER, AFL-CIO, WASHINGTON, DC
Mr. SHEA. Good morning. Thank you, Mr. Chairman and Mem-

bers of the Committee, for this opportunity to join the present
panel, and to participate in this hearing.

The AFL-CIO has long supported welfare reform measures that
were aimed at and based on the promotion or work, and the substi-
tution of work for welfare.

I want to start my brief remarks by noting that, for our members
and for all working families, their frame of reference for the ques-
tion of welfare reform-whether it is the public discussion, their
own opinion on it, or their own experience of the use of work pro-
grams to substitute for welfare-is their own job.

And their orientation here is similar, I would submit, to some
other important issues that are within the jurisdiction of this Com-
mittee, health care for one. And, in the context of retirement in-
come security, the question about the Social Security system itself.

And that frame of reference is very much what guides our pres-
entation today. And I think it is worth bearing in mind generally
as we discuss this problem.

So we appreciate the work focus of this hearing. You have my
written submission, but I wanted to make just a few points about
that situation that we consider to be sort of general points for in-
clusion.

First, it is difficult to see how we could make much progress in
this whole area of welfare reform unless we look at the other work-
related issues that are of such importance in this country today.
And I speak specifically of the issues of economic security for work-
ers and their families in general.

We need health care reform which preserves existing coverage by
dealing with the wage-consuming issue of health care costs, while



protecting quality and choice. And we need action to address the
problem of the deteriorating retirement income security for aver-
age-wage Americans.

One important piece is the point of Social Security, which I men-
tioned a minute ago.

A common example of the application of this principle is the off-
sided problem of people who have health coverage. Take the single
parent, with children, who has health coverage on welfare. When
considering going to work, they would of course consider the avail-
ability of health coverage, or the affordability of health coverage i
the work situation.

Often, looking at low-wage, entry-level positions, that health cov-
erage simply is not there, or is not affordable for them if it is there.

I would just suggest to you that removing the problem by simply
saying we will solve that, by saying you cannot stay on welfare,
that is looking at the wrong end of the problem in the long-term
view of the situation here, and what needs to be addressed.

I would like to share a couple of our opinions on specific points,
or some of the lessons from the experience of recent years around
the country, in regard to trying to substitute work for welfare.

And I would just note that I believe the Committee would benefit
from the opinions, if they have not already sought them, of those
unions that represent workers on the front lines of our welfare sys-
tems as well as the excellent presentations we heard in the last
panel from the managers.

First, I would suggest to the Committee that the experience of
the last few years argues against the rush to reform that seems to
be so popular these days, in favor of some measured steps which
build on the successful work of this and other committees over the
past few years.

And I would point out the Family Support Act in that regard. It
is perhaps not the success that it had hoped to be, but then it has
not been working for all that long, and it has, I believe, shown us
some steps we can take along the path, and could be built on.

It ought not to simply be thrown out, and a new theory sub-
stituted wholesale because that one was not the success we had
hoped it would be.

The widely shared goal of moving people off welfare and onto
work is likely to get worse if the economic downturn that is widely
predicted does indeed occur over the next year or so.

But experience has shown, in fact, that it is not easy in the best
of circumstances. It is possible, but it is not easy, and it entails
considerable expense. And that is the second point I would make.
As some others have said already this morning, I believe this is
going to cost money. But that is an investment in the long term
which is worth making.

However, it obviously conflicts with other goals when savings for
some major expenditures that are proposed is such a hi h priority.

And I make these two points not be a nay-sayer in t.s debate
but rather to caution that we would be much better off in general
by building on what we know than searching for a quick fix.

Third, let me say that the jobs issue at the core of this question
is one that requires basic standards. To be fair, the jobs cannot be
sub-minimum-wage jobs. In fact, we believe very strongly, as you
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well know, that the current minimum wage is not sufficient. And
we hope that Members of this Committee would join others in sup-
porting the improvement that has been proposed.

To be real gains, these jobs should be genuine private sector jobs.
And they should not be displacing existing workers. And, tobe a
real step forward, they should not make worse the serious prob-
lems our economy now has in generating jobs that provide a living
family wage, which includes the ability to pay for health coverage.

In this context, we would differ significantly from some others
you have heard this morning, who would essentially propose a de-
regulation of work standards as a route to enrolling more people
in jobs.

And, lastly, I would just conclude by saying that our members
are very concerned about the equity issues in welfare. Their own
position, as people who work to pay the family bills, versus those
people they see who are not working.

I think this concern is borne partly because of a general mistrust
of what Government can and cannot do these days, but largely be-
cause of the economic insecurity they feel in their own situation,
and when they look at the prospects facing their children.

I just would repeat that I believe those concerns are not borne
by new meanspiritedness among the American working population
and that, over time, that will be borne out in the public debate.

And, again, I think we are best served by trying to building on
what we know, as frustrating as that may seem at times, rather
than rushing forward for a solution which may turn out to be quite
illusory.

Thank you.
[The prepared statement of Mr. Shea appears in the appendix.]
The CHAIRMAN. Thank you.
Mr. Friedman, let me ask you a question. On page 11 of your

statement, you say, "A more conservative and rigorous examination
of the probable returns from a national investment in individual
development accounts suggests that, over 10 years, for every one
dollar invested by the Federal Government in individual develop-
ment accounts, Government will accrue more than $4 in direct in-
creased tax revenues and savings for an internal rate of return well
over 30 percent."

We hear that so often from educators, from penologists, from ev-
erybody. I am curious. What are your studies? Vat are your
mathematics? How do you conclude that?

Mr. FRIEDMAN. What we did is look at the best evidence we could
find-actual field experience with home ownership, the self-employ-
ment programs and what their results have been, also the returns
to increasing education. And we projected what we thought would
be the incremental changes induced by an individual development
account scheme whose provisions we modeled. And then we cut
those benefits in half.

The CHAIRMAN. You base this on your experience with your
IDA's.

Mr. FRIEDMAN. There is limited experience with IDA's. So we
looked at the best evidence we could find. In some cases it was
studies of the effects of home ownership, using big data sets, over



a generation, in terms of increased schooling, decreased crime, de-
creased school dropouts, decreased teen pregnancy.

In other cases, we looked at actual home ownership programs in
Ohio and over the country. And then we looked at the experience
of self-employment progams across the country as well.

It is a projection. I think the only way we will know is to try it.
The CHAIRMAN. The reason I asked is that Senator Moynihan is

caused me over the years to be very careful about statistics. The
one he referred in the editorial in the New York Times today, the
Ford Foundation took 100 people, and spent $50,000 a person, or
something like that. Well, it was 100 people and, spending a lot of
money, you could probably get some reasonable results. Whether
you could do the same with 100,000 people or 870,000 people is an-
other matter.

That is why I am curious as to how you came up with this con-
clusion.

Mr. FRIEDMAN. We did the best we could. And we will publish
that, with all the caveats and all the assumptions.

And I would caution anyone that it is a projection. I have in-
vested in too many business plans projecting high rates of return
to know that you can ever rely 100 percent on those. It does seem
to me that we need to invest. And we need to look at costs and re-
turns over a longer period of time.

It seems to me that, especially in welfare reform, it is easy to be
penny-wise and pound-foolish.

I believe that all the recommendations I made will pa for them-
selves. I think there is some evidence of that. But I do think it will
entail an up front investment.

The CHAIRMAN. What do you think would be the effect on your
particular program and interest, if we were to block grant this to
the States?

Mr. FRIEDMAN. I guess I share the same fear that Judy Gueron
voiced, which is, with States under as much pressure as the Fed-
eral Government is on budgets, there is a tremendous tendency to
do what you have always done. And, particularly if you fear that
benefits are already meager, and administrative expenses tight, the
price of innovation becomes unacceptably high.

So I think, if you want to continue the innovation, if you want
to learn, if you start as I do with the conclusion that, although we
have learned a lot, we have not learned nearly enough about how
to do this right, then it seems to me that you ought to encourage
these kind ofthings.

I am a great believer in States. We have worked with States and
localities. They will innovate. Some States will take the risks, for
instance, that Iowa did, accepting the full risk of any additional
costs in the changes they made, while promising to share any sav-
ings 50-50 with the Federal Government. But I am not sure every
State will be that courageous.

The CHAIRMAN. Mr. Marshall, let me ask you a question. I am
intrigued with your idea. Do you hold-the States to some perform.
ance basis?

Mr. MARSHALL. No, we do not. In fact, we are worried that, by
setting very ambitious targets, as the House would do with the 50
percent work requirement by 2003, it is like commanding the tides.
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You can set these goals, but how do you actually create a system
that can move large numbers of people off the rolls?

At this stage of our thinking, we would like to apply carrots rath-
er than sticks. In the end, that may not bring about the desired
result, but we would certainly like to start there because there is
not a system in place that can meet that sort of ambitious targets.

The CHAIRMAN. Senator Moynihan.
Senator MOYNIHAN. Thank you, Mr. Chairman.
And thank you for this panel, as for the previous one. These are

all positive and fact-oriented, serious folks.
I would like to observe, Mr. Friedman, you once worked with

ABT Associates, did you not?
Mr. FRIEDMAN. No, I did not. I have worked along with them.
Senator MOYNIHAN. You get a little extra credit for that on your

data.
Mr. FIIEDMAN. I will accept it.
Senator MOYNIHAN. Mr. Chairman, I think the basic question

facing this Committee is whether we should scrap the Family Sup-
port Act, which passed the Senate in 1988 with a vote of 96 to 1.

And I will ask anybody to comment who wishes to. We did not
say it would be easy. We did not say, just pass this bill and you
will be surprised. We said, pass this bill and you might be pleased.

I have sometimes-though it is not quite fair to say this in pub-
lic-referred to Dr. Gueron as "Our Lady of Modest but Positive
Results." We said that we would not pick the easy half of the wel-
fare population. We picked the hard half. And you do a little some-
thing, you work hard, and every so often you save a life.

We were under no illusion that it was going to be easy or auto-
matic, for the simple reason that a problem that first appeared 30
years ago has become, at some levels, indescribably more difficult
to handle. And it keeps getting more difficult.

On that basis, should we not add to the Family Support Act what
we have learned? We have learned things. You know, vouchers are
available under current law. With the discovery that the current
program was not sufficiently focused on employment, we asked for
the GAO study of last December.

And it is no surprise, when you get a St te like New York, and
you get them a JOBS program, and they go out and hire people
who already have jobs, or have college degrees. It is an easy thing
to do, and seems to be a politically rewarding thing to do. And the
other thing is much harder. But press on, and say do not do that,
we know what you are doing. It is a form of what we used to call
feeding the sparrows by feeding the horses.

But, have we such a lamentable performance in the Family Sup-
port Act? Mr. Marshall, you are at Progressive Policy Institute. Do
you want to scrap it altogether?

Mr. MARSHALL. No. The question, Senator, I think is what you
put your finger on, how to focus it unrele 'tingly on the mission of
work, job placement, job development, and support.

And I worry that simply ordering the system to change from the
top will be insufficient in the first instance because, as you pointed
out, Larry Townsend and the gentleman he is sitting with are the
rarities in the system. They are taking work very seriously, but
they are lamentably few.



If welfare reform at the Federal level creates a change and an
incentive so that they can reward their employees and give their
employees bonuses if they do successful job placement, and make
their jobs contingent on how well they do that job, that will be bet-
ter than what we have today.

But I would still raise the question of whether any bureaucratic
system, even one that has a much higher level of managerial com-
petence, is going to be able to create sufficient links to job markets
and employers, is going to work sufficiently closely with the private
employers, to bring about the broad scale movement of people out
of the economy of dependency into the private economy.

My suspicion is that it would not be sufficient, even under the
best circumstances. So I would only raise the question of what de-
vices

Senator MoyNiHmN. The problem is, sir, that it is not an econ-
omy, it is a culture. And cultures change very slowly.

Mr. Joseph, I know that the three witnesses are very leery of a
State block grant, period, eliminating the entitlement status of
AFDC. Would the Chamber have a view on that?

Mr. JOSEPH. We support the block grant notion. Quite simply,
Senator, in the long run, what we have got to do is get rid of the
redundancies in bureaucratic administration.

The hope for streamlining Government, the reason American in-
dustry was allowed to downsize and be more successful globally, is
because they put information networks in place, and got rid of too
many people in the middle who were pushing the same information
around to each other.

With these redundancies at the Federal, State and local level,
and especially with the fraud angle of the electronic piece in terms
of the food stamps, if we put a real strong electronic component in
this, you could actually take the total number of dollars we are
dealing with, and have the potential to put more dollars into the
hands of real people, going through fewer bureaucrats.

Senator MoYNIHA. That is a fair comment, and I do not dis-
agree. I think that Title 4A of the Social Security Act should re-
main, even so.

Thank you, Mr. Joseph.
The CHAIRMAN. Senator Breaux.
Senator BREAUX. Thank you very much, Mr. Chairman. I would

like to thank the panel. They have all had excellent thoughts and
suggestions.

Will, your suggestion is somewhat radical. It reflects a major de-
parture from some of the current thinking that we have been deal-
ing with.

And, you know, it is almost heresy to suggest that education and
training, which we have been emphasizing so much, does not work
in the way we would like it to work.

But the Manpower Demonstration Research Corporation and the
General Accounting Office indicate that programs that have fo-
cused on increasing earnings and getting pwpfe into the work force
by more education and training, more training and more education,
are really not always the best way of getting the job done.Therefore, are you suggesting that we should put less emphasis
on education and training, and more emphasis on getting a job?
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Mr. MARSHALL. Yes, Senator. I think that we would like to see
a recasting of the system so that everybody who comes into the sys-
tem, and everybody who works in the system, knows that the over-
riding mission is to ultimately connect someone to a private sector
job.

However, not everyone who comes in will move at the same pace
toward that goal. Lots of people will need remedial education and
training. But we think, for the vast bulk of people coming into the
system, the primary emphasis ought to be on private sector place-
ment.

And, even in cases where education and training are prescribed
as part of a personal responsibility contract, we think, with Toby
here, and other people who work in this area, that some work
makes sense as part of an overall package of activities that lead
toward the ultimate goal.

Part time or volunteer work in community service, work at your
child's Headstart Center, is a good way to get people on a ladder
that will eventually lead to an unsubsidized private job.

So it is not that education and training do not work; it is the
matter of emphasis. And we think that, unfortunately, most pro-
grams in the country today emphasize, as they must under Federal
legislation, education and training, because they have to meet par-
ticipation rates. And that is what they do.

Senator BREAUX. All right. There is criticism of the proposal to
give vouchers to welfare recipients and let them take the voucher
to the private sector, 9r to a State agency if they have that type
of program, and essentially redeem it after they have found a job.

One criticism of that is that those vouchers are going to be wast-
ed. You are giving vouchers to people who cannot find a job, have
not found a job, are not capable of handling financial funds, and
it is going to be wasted.

What is your response?
Mr. MARSHALL. I think that my primary response is that these

vouchers will not be redeemable until they have been successful.
The intermediaries who place people will not be able to receive and
cash out a voucher until they have shown the ability not only to
place somebody into a private sector job, but to keep them in that
job.

In our case, it is 6 months. But that is the test that America
Works in New York has to meet. They have to keep people on the
job and, in fact, placement is really the service that they offer that
is most needed.

I am struck when I look at other organizations like Cleveland
Works in Cleveland. They are finding lots of people jobs. I think
there were 2,000 placements, enabling 7,000 people last year to es-
cape the rolls. And these were families that had averaged about 3
years on the rolls. So I think that, not only is it possible to find
work when that is the overriding mission and all the incentives
work that way.

Senator BR.Aux. Well, Mr. Townsend said they were finding peo-
ple jobs when the unemployment rate went up, because of an ag-
gressive program to do that.
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A final point. You have to have a lot of courage to come before
this Committee and suggest that the JOBs program be abolished.
[Laughter.]

On the back page of your testimony, you summarize the changes
in Federal law that would be needed for a work force employment
system. The first thing is that the existing AFDC and JOBS pro-
grams would be abolished, and replaced by a single performance-
based grant. Can you comment on what you are suggesting here?
Would we not be able to do any more education and training by
doing that?

Mr. MARSHALL. Not at all. The fundamental point is this. We
have an unwieldy marriage of two notions. One is AFDC, a system
that begins its life as an income maintenance system, at a time
when the country has made up its mind that what we want to be
doing is trying to find work for welfare recipients.

And we have the JOBS program. It is with great trepidation that
I come here and suggest that it be abolished. But, as I think some-
one besides me suggested, we have not created a bridge between
private labor markets and independence through private work.

So the question is whether we want to retain this kind of bifur-
cated structure, or whether we want to recast the whole enterprise
as an employment system.

So we are simply saying, if we fold the two funding streams into
a performance-based block grant that establishes national policy-
work as a goal-that would give States the flexibility to use the
money to meet these goals.

That would not mean that States could not continue to do what
they are doing today. And, as the Chairman noted, we have not
added any hard work requirement numbers, so it means that we
continue to keep them on after 2 years, or whatever time limit.

Senator BREAUX. So you are really not )umping one way or other
on this debate which we have engaged in- which I think is the
wrong debate-whether everything goes to the States, or whether
everything stays here in the Federal Government.

I think this is the wrong argument. We should both be working
together to solve the problem, instead of fighting over who gets the
problem.

Mr. MARSHALL. Yes, Senator. I quite agree. I am skeptical of
block grants. I do not think that is even a true devolution of au-
thority, because it comes with all sorts of Federal mandates. So I
quite agree that there need to be broad performance goals and
standards set by the Federal Government.

Senator BREAUX. Thank you, Mr. Marshall.
The CHAIRMAN. Senator Rockefeller.
Senator ROCKEFELLER. Thank you, Mr. Chairman.
Mr. Friedman, just for my own edification, when you talked

about self-employment and targeted enterprise development, you
indicated that these things tended to last fom 2 to 5 years. Now
that could be good news or bad news, depending on the way you
look at it. But it is the time length I am interested in. Give me
some examples of this for 1.5 self-employed enterprise. And try to
make them as non-urban as you can.

Mr. FRIEDMAN. Actually, some of the best experience comes from
rural microenterprise programs. There are now 3omewhere be-
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tween 500 and 800 of them across the country that have been set
up, usually at the community level, to help low-income folks start
businesses.

We usually provide them entrepreneurial training, the develop-
ment of a business plan, and then access to small loans, in coopera-
tion with banks, or through an independent loan fund.

What we found is that, in our 5-State welfare self-employment
demonstration, 80 percent of the businesses were still operating 2
to 5 years after they had been started.

Senator ROCKEFELLER. What I was really interested in was the
specific kinds and examples of self-employment jobs.

Mr. FRIEDMAN. They are overwhelmingly service businesses.
They can range from janitorial and child care to bakeries, or provi-
sion of food. About 14 or 15 percent are manufacturing businesses.
Only about 24 percent of the businesses create additional jobs.
Forty-one percent of the firms actually trade out-of-State.

Senator ROCKEFELLER. One of the things in the PPI testimony
that interests me is the statement they have at one point where
they actually say that, "Immediate work experience, not participa-
tion in education and training programs, is the best preparation for
permanent employment for the vast majority of welfare recipients."

And that is a very provocative statement, and terrific if it is true.
I am just trying to think of welfare people I have known over the
years. And I have a hard time reconciling that statement.

First of all, you have a matter of self-perception, self-confidence.
Secondly, you have the matter of literacy, verbal literacy, the abil-
ity to speak properly, which often does not get you through the job
interview.

Being a baker or a manufacturer takes some training, does it
not? Those were two of the three examples. They take some kind
of training, do they not?

Mr. FRIEDMAN. Sometimes. And often people have skills. I guess
I should make two qualifications here. I do not want anyone to un-
derstand me as saying that self-employment is the answer or the
route out for a large number of welfare recipients. We are talking
of 1, 2, 3 or 4 percent, maybe 7 percent, which is the national aver-
age. But each 1 percent is 50,000 families.

What we have found in the demonstrations thus far under waiv-
ers, is that there are some welfare recipients who will choose that
out. And, apparently, they can make progress in so doing. It seems
to me that we lose nothing by opening the option.

And, I guess, the one other point I would like to make is that
I believe people get poor for different reasons, and they will escape
through different routes. I have lost faith in the 50 percent solu-
tions. I look for 1 and 2 and 5 percent solutions. And it seems to
me that does not cost us much.

Senator ROCKEFELLER. Thank you very much.
Let me ask a couple of questions to Mr. Marshall. The Childrens'

Commission said that there would be between $25 and $30 billion
that could be collected in child support and combined with a mini-
mum assured benefit, where you had a sliding scale relationship
between support that came in from the absent father where, for
every $2 that came in from the absent father, you lost $1 from
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AFDC. So you gradually transitioned off of AFDC onto child sup-
port.

The average missing parent, usually the father, makes $25,000
a year. So this is a financially feasible scenario for most.

I have often wondered what actually would happen with that $30
billion, based on the experience that any of you might have. It is
not designated, obviously. It simply comes from the absent parent
to the child, via the mother. What happens to most of it? Do you
know? Or, if it were coming in in greater amounts, do you have any
sense of what might happen to it?

Mr. MARSHALL. I cannot speak about that very knowledgeably,
Senator. I can only say that all of the welfare reform proposals I
have seen that make sense are predicated on dramatically improv-
ing child support collection.

Senator ROCKEFELLER. Yes. It is just an interesting thought. We
keep talking about it, but then we do not say what might happen
to it.

Let me just end with a kind word for PPI because I do notice
that they talk about making work pay, about the importance of the
earned income tax credit, expansion of that. I really believe in that.
I wrote an article about it last week. I think it is terribly impor-
tant.

You also talk about the importance of child care. And you also
talk about the importance of providing health care during this time
of transition. I think those are very very important.

Thank you, Mr. Chairman.
The CHAIRMAN. One thing I noticed. At our retreat this weekend,

we all thought we knew a lot about taxes, and we had lots to say.
But, when we got to this subject, that first article you had about

humility, we are not so sure what works. We have seen lots of peo-
ple make suggestions, and we have tried things that have not
worked. And we knew they were going to work when we tried
them. They did not.

What Senator Moynihan got us to try in 1988 has worked as well
as anything we have tried.

But I think we go into this much more conscious of our lack of
knowledge than we do in taxes. There is no guarantee that what
we are going to try in taxes will work any better. We are just more
confident that it will.

Senator ROCKEFELLER. Mr. Chairman, I do not think that con-
demns us.

The CHAIRMAN. Oh, I do not eithb.r.
Senator ROCKEFELLER. I do not think you do either.
The CHAIRMAN. Oh, no. I did not mean that in any sense at all.
Senator ROCKEFELLER. It just means that we have to proceed

with clear realism and great caution.
The CHAIRMAN. And realizing that what we try may not work.

But we know that, with a few exceptions, what we have tried has
not worked. So we will see what can do. No, I did not mean to be
critical in any way. It is just that we seem to know taxes better.
And, as I said, often we have tried things in taxes that have not
worked that we were positive would work.

Gentlemen, thank you very much.
Senator MOYNIHAN. Thank you all.
[Whereupon, at 12:15, the hearing was concluded.]
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APPENDIX
ADDITIONAL MATERIAL SUBMITTED

PREPARED STATEMENT OF ROBERT E. FRIEDMAN * AND CICERO WILSON 5*
CORPORATION FOR ENTERPRISE DEVELOPMENT***

Mr. Chairman and Members of the Committee:

Thank fou very much for the opportlnity to testify before you today. Much of the welfare reform
debate is depmssing and neptive -- an attempt to root out irresponsibility, misbehavior, fraud.
waste and expense. We want to discuss the other side of welfare reform: the opportunity to use
this reform to create hope and jobs and enterprises; to build families, communities and economies;
to develop assets and enduring escapes from poverty.
For the past fifteen years the Car ion for Enterpie Development (CFED), a national, non.

profit economic development policy odpailafon, have been working largely at the state and
community level to develop and test f c strategies for creating enterprises, jobs and viable
economies in low income communities. To that end, we sponsored the five-stae Self Employment
Investment Demonstration for welfare reipients, and helped create the national micMnterprise
movement. We have helped a number of states craft overall economic development strategies and
welfare reform initiatives, including Iowa's Family, Investmient Program which has already resulted
in a 70% increase in employment and a 7% reduction in average grant levels. Finally, we have
been leading advocates for asset-building anti-poverty strategies, and have worked to launch
Individual Development Account demonstrations at the community, state and Federal levels.

Ever since the New Deal, which set the framework for the United States transfer payment stems,
US anti y efforts have focused on income maintewncie and social service provision. The
limits of this approach are becoming clear: as Wiliam R put it. the income maitenance
system has become a sort of economic methadone which ea0s the %pan of pmerty and
unemployment but does not address the underlying causes. Worse, if unintentionally, the current
system actually penalizes poor families who attempt to move forward through education, work or
self employment.

This welfare reform at the Federal level offers the possibility, for the firs time in this century, to
add a substantial development component - one designed to encourage, enable and support low
income people moving into the mainstream economy as skilled employees and entrepreneurs.

While thee are certainly vast unmet needs for food, shelter, clothes and the other necessides of
life, we are convinced that the economic, social, and political frontier of efforts to combat poverty
in this county lies not so much in zero-sum income mainenance and income redistribution, as in
positive-sum efforts to increase the ability of poor Amenricans to compete with success in the world

* Robert E. Friedman is Casmr and Founde of the Corpation for Emqris Developeni. ado ofthe book
The Sate ~ nTb L and har spen the l&st
two odcdes res.ching. deveiopint e otn dism intn om d opment stram
• Ckexo Wilson, Project Dicr w" "corporation for E r Deveoen formed beaded d
Neigbohod Revitaliza Program at the American Entepris ltiiw. and ha rim youth pMgrm, sm
busem, and evalhsted ad remehed qpu and police for A AssoiamT0 TCoporaion for Enteqs Development is a nam non-pot economic loWpme policy resch and
consuting organiation founded n 1979.
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labor make. We must devote our attention to encouaging and enabling low income Americans to
move forward as they see fit -- through education, employment. self employment -- to build their
economic future and ours. Only by ceatdng viable paths out of poverty for those ready and able to
move can we shrink the number of families dependent on public support and increase the adequacy
of that support.

This strategy offers to expand the economic pie while including in that greater prosperity people
and communities confined to the margins of the mainstream economy. It an investment strategy
designed to yield returns substantially in excess of the initial investment. It coheres with the values
of most Americans who believe fundamentally with the proposition that all people deserve a
reasonable opportunity to support themselves and their children. It can breed social respect, trust.
cohesion. Perhaps that is why provisions like these are included in most of the pmposed reform
bills being considered in the Congress, reflecting the broad, bipartisan support they command.

If we are to reduce the size (and expense) of the welfare caseload, and at the same time, reduce the
need for welfare (that is, reduce poverty), then we will have create paths to sustaining private
sector jobs. We know that a large -- perhaps the largest group of welfare recipients - are not
people who rely on welfare briefly and then leave permanently, nor those who remain dependent
on welfare for long and continuous spells (<15%), but folks who cycle between welfare and low.
wage tempory jobs or training programs which do not lift them out of poverty.1 Even the most
successful welfa r m programs, like the GAIN program in Riverside, California, find that at
the end of three years, more than half of recipients are still on welfare and without work, and 80%
of program participants are still poor.2 In many American communities, the jobs needed to lift
recipients out of poverty are simply not available in sufficient numbers.

There are three key strategies for opening the doors to economic independence to welfare recipients
and their families:

* Reduce the penalties confronting welfare recipients who try to escape
poverty through education, work, self employment or saving.

* Encourage enterprise by including self-employment and targeted enterprise
development as eligible and supported activities in any work program.

Build Assets by matching the savings of poor and working poor Americans
in Individual Development Accounts used for education, training, home
ownership or business capitalization.

Devolution and Empowerment

Before reviewing these recommendations, let us comment briefly on devolution and
empowerment. As economic development professionals, most of our work over the last two
decues has been at th. state and community level. That was due, in no small part, to the fact that
states and localities were the most willing to move and innovate; for them. business as usual was
riskier that the possible failure at trying something new. So innovate they did - pagmatically,
conscientiously, within the bounds permitted by the Federal government and their own resources.

I See Mark eenoerg BeOMd SW& rei What Stah AFDC Studies m lngh of Suta Tell Us About Welfare
asa&fXof " Wshingo, D.C.: Centr for Law md Social Policy, July 1993.
2 jM Riccio, Daiel Frodla .an See Frumn. GA enritefs- Cm. and "bme.Yew lmmuL g A
Wetyim--Wok Er=~m. New York: Manpower Demonsuation Reewch Comoration. c. 1994; also Testimony of
John W. Wallace before die Subcommiuee on Human Resou s of dhe Houe Ways and Mosms Commiuce, August
9.1 994.
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We therefore come before you with enormous respect for the capacity of states and localities to
ern themselves, and a very practical understanding of the harm done by undue restrictions and

gmentation in Federal programs. We believe in devolution of authority and responsibility to the
state and local level.

But we also believe that the real devolution and empowerment must accrue to individuals -- even
low income people themselves -- and their community associations and institutions. How do
communities (and the individuals within them) develop? We think John McKnight provides the
most succinct and accurate answer

[Elven the poorest neighborhood is a place where individuals and organizations represent
resources upon which to build. The key to neighborhood regeneraton...is to locate all of
the available local assets, to begin connecting them with one another in ways that multiply
their power and effectiveness, and to begin harnessing those local institutions that are not
yet available for local development purposes.3

The beginning of development lies with people aspiring to a better life:

"All the historic evidence indicates that significant community development only takes place
when local community people am committed to investing themselves and their resources in
the effort. This is why you can't develop communities from the top down. or the outside
in. You can, however, provide valuable outside assistance to communities that are actively
developing their own assets...Communities have never been built upon their deficiencies.
Building community has always depended upon mobilizing the capacities and assets of a
people and a plae."4

"Every single person has capabilities, abilities and gifts. Living a good life depends on
whether those capacities can be used, abilities expressed and gifts given. If they am, the
person will be valued, feel powerful and well-connected to the people around them. And
the community around ft person will be more powerful because of the contribution the
person is making.

"Each time a person uses his or her capacity, the commwmty is stronger and the person is
more powerful That is why strong communities am basically places where the capacities
of local residents ie identified, valued and used.'S

"Community development," McKnight notes, is "asset-based, internally-focused and relationship
driven:"

* Asset-based: Community development "stUs with what is present in the community, the
capacities of its residents and workers, the associational and institutional base of the area. '

Intemally-focused: "The development strategy focuses first of all upon the agenda building
and ")blem-solving capacities of local residents, local associations and local institutions...
Mhis ... internal focus is nor intended to minimize either the role external forces have played

3 John L. McKnigMh and John P.Kretzmanm. SUdil Cemmeaks frem te Inshi Oa. A Pa*k
To.wwW Flinlxg ad MebIldxhi a Cemmwails Auth. Chicago.U: Northwestern University Center
for Urban Aficn.c1994. p. S
4 John L MKnight md John Keam, 'Mappi Commnwiy Cl city. Evanwsto. L: Ceaw for Udwn Affairs
and Policy Rearh, u. npurished per. c 1992.
5 lbI p. 13
6 oib p. 9.
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... not the need to attract additional resources to these communities... Rather this strong
internal focus is intended simply to stress the primacy of local definition, investment,
creativity, hope and control."

Relationship driven: One "of the central challenges for asset-based community developers is to
constantly build and rebuild the relationships between and among local residents, local
associations, and local institutions."8

That is why we believe that welfare reform must empower welfare recipients, their families and
communities, even as it imposes the full responsibilities of citizenship upon them.

Recommendation One: Reduce the Penalties 1'

Perhaps the greatest problem with the current welfare system is not so much that it rewards
indolence as that it penalizes effort. Under current law, welfare mothers who save for their (or
their children's) college education, purchase (or are laned) business equipment, or simply save
for a rainy day, and thereby exceed the $1,000 asset imitation lose both AFDC and Medicaid
eligibility. The effective tax rate on earned income can reach 100% or more, making work
uneconomic. And the only kind of car allowed is one virtually sure to break down, making steady
employment impossible. Medicaid and child care are often denied people pursuing employment
and self employment, and withdrawn too soon to allow for the transition to self-sufficiency.

Welfare reform must address and reduce these sorts of penalties if the eneries of recipients are to
be unleashed. We must at least allow welfare recipients to move toward ful participation in the
mainstream economy -- as skiUed employees, entrepreneurs, savers and Investors. That is, we
must make work pay.

Section 605 of H.R. 4, The Personal Responsibility Act (PRA) wisely recognized the counter-
productivity of such penalties, and would disregard resources and income designated for
education, training, employability and self-emplo11menL Mor specifically, Section 605 would
allow the accumulation of up to SlOO00 in a qualified savings account or a microenterprise, and
reat as income only the net profits taken out of a microenterprise. These provisions are impotam

crucial and commendable. We strongly support them.

There are a few other barrier to puruing economic independence that should also be reduced:

The Automobile Asset Limit: AFDC recipients are currency only allowed to own
a car worth $1,500, that is, one virtually assured to break down. Especially in rural
areas where there is little public transportation, this limit means that AFDC recipients
cannot reliably reach the job or training program that offes an escae from poverty. At
the vay last, we should increase the automobile limit in the A program to
conform to the Food Stamp Program's $4.500 market value. As of July of last year,
25 states had requested or been granted waivers to the AFDC automobile asset limits.9

The Treatment of Eamed Income: After four months, welfare recipients who
work find their grant reduced a dollar for every dollar earned (after a work expense
disregard). This translates into an implicit tax rate of 100%. When one examines the

7 ibid.
I Ibid.
9 Juie Stnwn. Sheila Dacey. and iUnd McCan. Fiwd Rep=, The Natirmal Oovew's Ancwatian SMnevf
Suwe Welfate Refoma. Washington, D.C.: Nationl Governms' Association, July 1994.
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interaction of AFDC, Food Stamps, Medicaid, and Housing subsidies, the effective
tax rate can rise to 300%. It is not difficult to understand that such penalties
discourage work. It should not be surprising then that a majority of the states (28 as
of the middle of last year) had ret-sed or received waivers to disregard a great
share of earned income. Nor should it be surprising that states which have reduced
these penalties have experienced substantial increases in the percentage of welfare
recipients working and reporting earned income along with significant decreases in
average grant levels. Indeed, a number of states which have begun to reduce
the penalties for employment and self employment in nmy of the ways
outlined below have indeed experienced just these effects. Michigan's increase
in the work disregard to $200 and 20% of earning resulted in a cease in the
p ntage of the caseload employed from 15.7 in September 1992 to 23.3%
December 1993; Utah's $100 and 43% disregard increased employment from 18 to
24%; Illinois 2/3 disreard increased percentage by 33%; and Iowa's earnings,
assets, and family provisions inc e he percentage 69% while reducing pant levels
7% in nine months. While the experience is too young to derive a full cost-benefit for
these changes, this early experience at least suggests changes in the expected
direction. We strongly recommend that welfare reform legislationi reduce the effective
tax (the benefit reduction ratio) on earned income by fully disregarding work-related
expenses and reducing the welfare grant by no more than 50 cents for each dollar
eaned.

SEarminp of Children: Twelve states have requested or received waivers to
disregard the eamin;s of minor children to encourage enteise and work. We believe
that such an exemption would pay for itself in both behavioral and economic terms.

" Public Housing Rents: Public housing rents rise as income does. often rising
above the fair value of the housing and making working uneconomic. Such rents
should be capped at some level to increase work motivation.

The question arises of whether such reductions in the penalties confronting welfare recipients who
try to escape the bonds of poverty should be at the option of states, or made uniform across the
nation. At the very least, they should be made optional: by their actions, a majority of states have
asked for the ability to reduce such barriers through waiver requests. We do not have fimal
cost-benefit figures for these changes, nor do we know the optimal level of t disregards (for
example, state increase in eamings disregards range from disregarding the first $30 an 1/6 of
additional income in Wisconsin to disregarding 100% of earnings in Massachusetts), so allowing
experimentation makes sense.

On the other hand, there is mor demand from states and more evidence of the effectiveness of
these sorts of changes than for many of the provisions (like family caps and denial of benefits to
children born out of wedlock) which would be imposed on all states by HR. 4. Moreover, since
these sorts of changes require easing eligibility standards and thus risking short term increases in
costs in return for longer term savings -- half of which would accrue to the Federal Government --
them is a strong Federal interest in reducing the impediments to swe action. Finally, given the
overwhelming, bipartisan desire to reorient the welfare system toward promoting work, removing
these work disinceItives become central to transmitting the changed message. Finally, this is one
area where we perhaps need to draw the line between empowering stas and empowering people:
the opportunity to confront the economic and social challenges of moving into the mainstream
economy without undue interference fron the welfare system is one that we may want to reserve to
people themselves, not the govt mnent.
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Welfare reform legislation should at least allow and preferably direct states to
raise general and automobile asset limits, allow the accumulation of up to
$10,000 in a qualified asset account restricted to use for education, home
ownership and business capitalization, increase the earned Income disregard,
reduce grants only for net self employment income taken out of a business, limit
rent Increases In public housing, and permit retention of earnings by children.

Recommendation 2: Encourage enterprise

We know that at least in some communities, then ae simply !ot enough jobs available L, welfare
recipients seeing work., and especially of full-time jobs offering wa s capable of sustaining a
famly. While we can debate the extent of this jobs shortfall among welfare recipients and in poor
communities, there is little disagreement with the proposition that it makes no sense to deny
unemployed welfare recipients a reasonable opporunity to create jobs for themselves (and their
neighbors), Indeed, the key to a more competitive and inclusive economy Lies in encouraging all
our citizens, including welfare recipients to become economically active. While most businesses
created by welfare recipients would likely be quite small -- generally employing 4 or fewer
employees and thus termed microentefrses - it should be noted that between 1989 and 1991 (the
most recent period for which this data is available), these smallest of firms created virtaly all of
the net new jobs in the country (some 2.6 million jobs net). t '

In 1986, the Corporation for Enterprise Development (CFED) launched the Self Employment
Investment Demonsrtion (SEID), a muld-state donation project designed to test the extent
to which self employment might offer a feasible and promising rute out of povery for AFDC
recipients. While the final evaluations of SEID ae not yet complete, 2 SEID has already yielded
important lessons about the role self employment can play in reducing welfare receipt-- and the
need for welfare. Am nig SKID's lessons for welfare reform:

A small but significant number of welfare recipients will choose to start
businesses and can do so successfully. As of September 30. 1991. 371
businesses were started by welfare recipients.' 3 Seventy-nine percent of SEID
businesses are still operating 2-5 years ter.14 OVerllM, 57% of participants in SE[D
had positive outcomes including business operation, employment or education.' 5

Self-employment offers the potential for substantial welfare savings.
The Manpower Demonstration Research Corporation (MDRC) found that 61 % of SEID
participants were long term recipients.16 suggesting that if self-employment indeed

10 "New Dan Show Smallest Fims Are Nation's Grest Job Creors." Wshibgn D.C.- Small Business
Administrai, Pre Retlem Sepember 30.1994.
II Five states - lows. Mhip Minesota. Mississippi. and Maylnd .. purticipatd in SEID.
12 The results of& survey of (1201 SEID Busicu Owners conducled by the School of Social Work of the
University of Iowa will be released in a month. aid he results of cost benefit studies and CFED's own aessnment
of she lessons should follow cloedy upon the heals of tat relee.
13 Dat from propane rerds. See sons from the Self Enmpoym Demo nuatW Wahgm. D.C.:
Corporation for Eneprie Devlopmer. Oc1obe 1991.
14 SMISM Ra imid Catherin Fo Altr., sen
ROA. i. 1 Pan Survey. Iowa City. IA: School of Social Work. University of Iowa, forthcoming.
15 Set. 'Le.s .' Ml, ,
16 Cynthia A. Guy. Fred boolittle, mid Barbaa L. Fink. for Welre Efiam

eminn oftheSEkI~T a-. New YorkL Manpower ora earch Corpoaion. August 1991.
p. 88. MDRC did nowe that sine SFIDparticipa were signirmdy different from other lon w recpe
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offered an escape from welfae, substantial savings could accrue. A subsequent survey
of SEID business owners found that the percent repong primary dependence on
AFDC as a source of income declined from 74.2% of the sample at entry into SEID to
25.8% now a- a 65% decrease. 17 Reliance on Food Stamps as a secondary source of
income decreased by 62%, from 42% to 16%." Collecton of child support increased
by 13%. 19

Self-employment Increases Incomes and assets of welfare recipients, as
well as producing significant intangible effects on family welfare, self
esteem and education levels.20 Fifty-five percent of SEID business owners
surveyed were producing their own primary source of income through their businesses,
mor da 6 times the number that could rely on income from their business before
enrling in SEID.21 But even those businesses that were cuntly unable to produce
rising incomes were well positioned to do so In the future, as SID recipients
reinvested earnings in buildin; their businesses, avers g a net asset gain of $4,859
per business. Personal assets mncreaed as well. as did housing quality, self esteem.
respect of the community, and relationships with children and spouses/partners. 22

SMicroenterprises started by welfare recipients can create additional jobs
and become a source of enterprise growth In low Income communities.
Minorities and women participated in SEID in poporto to their presence in the
population, suggesting that self-employment might provide a means of equaling
business participation raws for groups and commutitiesditlnly underresentd
in business.23 One quarter of the businesses creased jobs in addidon to that of the
business owner, so that overall, SEID businesses created 1.53 jOs per business.24

• Welfare recipients are a varied group who entered poverty for different
reasons and will escape through different routes. Among the poor are
people of considerable talent and energy whose futures are limited by
lack of opportunity, not lack of capacity. Most SKID participants were long
tem welfare recipients with larger than average families and stronger educational
backgrounds and work histories than most recipients - a group no one previously
idendfied.25 This should remind us thai welfare recipients are not a homogeneous
group of irresponsible and untalented people, ,rd that any one-slze-fits-all welfare
reform is likely to faiL

" Policy mut change If self-employment is to become a viable option for
welfare recipients. Sixty-nine percent of SEID business owners in the survey

havingg highr-m averqw aedml mnd work expence taVou as mUWU as lbgir (emii) t is unknown
whwe er prospects am sirniln 0 odh "ong sm rwr peat.

17 P rnim , 6LP. xi

2Oh
2 j
22
23 "ssuo..." op. cit.
24 uy
23 G;uy, loc. iL

Page 7



48

reported that they could not have stayed their business without the Federal waiver of
current AFDC poicies.26

It should be noled that self-employment is not an option for most welfare reiien, but each 1%
of welfare recipients choosing self-employment means nearly 50,000 busine e and 75,00 jobs.
Moreover, while MDRC concluded that self-employment programs were so difficult to run that any
significant oR would be impossible, the fact is that however difficult they am so mount,
hundreds o se employment/ m ncroet prieoams have grown up around the county in the
yeas since SEID designed to help low income and unemployed people start business Though
Si young Ad maturing. 195 of the grams in 44 saes have already served more than
200.000 dsadvantaged Americans, stle 22,000 business, expand 34,000 and lent $44
mUlion.2 Most (at least two-dr) of these ropams already attempt to serv welfare rciputs,
although the batierms noted above make itdiffcult. In addition, promising models of training
enterprise, sectoral initiatives, cooperatives, wap subsidies ad placement bonuses are emg g
around the country.2  hough these initiatives am not sufficient to flU the ned, if developed and
supported. they offer to cremate jobs targeted w welfare recipients in an increasingly cost-effective
manner.

Based on this expeuiec, we recommend that any Federal welfare reform legislation not only
remove the asset and income baniers o self-employment noted above, but also nmakeaef
employment and other targeted job creation Initiatives an option in any work
program, and render them the same support afforded to recipients who chose
education or wage employment.

Self employment is not the only job creation or ene ise development strategy which shows
promise for welfare recipients and low income urban and rural communities. Dining enwepises,
cooperatives, sooral development stategies and innovative job placement strategies . l am
showing increasing sophistication and effectiveness.2 Most poor communities evidence
unemplo ment (and .nderemployment) rates several times the general a e and. can use all the
job creation and enterprise development initiative we know how to mount. it Is unlikely a a
genral block grnt welfare reform bill, even if it allows states to mount such efforts, wI take
advantage of the opportunities now at hand. or support the kind of learning. matuatin and
spread of job creazon)epteuMe development effort chat is now possible. Given te pressure on
state budgets any Federal welfare reform bill that Is serious about job placement,

ob creation, job upgrading or enterprise development, must include a specific
nd for Innovation in Job creation and placement that is available to states on a

competitive, performance basis. Such a fund should not be less than $100
million, and It should require monitoring of results in terms of long term
placement, job creation and wage rates and should include a mechanism for
sharing successful innovations.

Recommendation 3: Build Assets

26p
27 Ma rt Cat, Tray Huon Wrd Batm Meisw. 1994 M =oU.3-
Wasngm D.C.: Sell Employmm Larat Project of the Asp I tuW c 194.
21 For a'eview o model poams se William Schw ka. Jo for d POL ths M Paa. WMhi4o. D. C.:
Cor fror Enrpris Developme (oncoming.
291hi4.
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As Michael Sherraden argued in his seminal book, A nd die . A New Ameriean Welfwm
POjL3o, people poverty and achieve wealth through asset acquisition, not simply income.
One of the clearest failures of current welfare-to-work policy is du we raise people only to the
poverty line, leaving them without a cushion, and therefore one sickns, one accident or one
divorce, away from poverty. Indeed, we now know tha the key deployment challenge is not
connecting welfare red wa~t with their firs job, but developing long tem employment in lb
cA of sustaining a family above the poverty level. Owning assets give p i a stake in the
future -- a ran to save, to dream, to invest time, effort. resources In cren; a future for
themselves and their children. As Sherraden notes, "Income may feed peo*s stomachs, but
assets change their heads."

In the emiest stages of this republic, Thomas Jefferson recopied that poperty-holdin lay at the
hurt of l participation in American political, social and economic liUf. In A, he Fba
Sherraden noses that pople e poverty the same way they achierv *eal: ough Asd
acquisition. Accumulating even a small pool of saving bulfes a family from the illnesses and
accints that otewie become crises; they give the luxury of imagining a future brighter than the
present they enable people to plan and piepaire for what future, and ultimately to invest in
themselves and their children. People are ofien surprised at the suggestion that welfare recipients
who scarcely have adequate resources to eat or fInd shtier might be willing to save money. But in
public housing complexes and poor communides around the country families choose to forgo
current consumptio and put a few dollars away... becai that is the price of family stability, the
price of hope. It is people without hope that have children whey can't cam for and re with their
own lives and those of others; "Assets," notes Sheraden, *are hope in concrete fom.

One third of America households am asset-poor, in that they have no or negligible investable
assets.31 Twice that -- some 67% of African Americans - am asset-poor. And asset poverty has
been increasing for at 'Iast two decades.32 This comes at a tim when the price of envy to the
American economic mainstream - measured in tems of the cost 0an a education,
business capitalization or home ownership -- has increased. Asset owning has become a son of
economic granather clause, every bit as insidious as the voting clauses of days passed that said
you could only vote if your grandfather did.

This pattern of asset-holding is abetted by a bifurcated national policy: we subsidize asset
acquisition for dhe non-poor to the tune of $160 billion annually ast de Federal level in the form o(
the home mortgap deduction, preferential capital gains, ad pension fund exclusions. Meanwhile.
we acually penalize as fusion by thepoor by denying eligibility to welfare recipients who
exceed the $1000 asset limitation by acquiring the piece of business machinery that could enable
them to crea their own job, or saving for their or their children's college education, or acquire a
car capable of reliable t to wort.

It i possible to crese asset building policies that do not discriminate against the poor. In the
Homestead Act, we provided 160 acres and a mule to Americans willing to work the land.
Through the 01 Bill we bought college education's for a generation of people who served their
country in time of wair they in turn drove our post-war economic expansion.

30 Mkiuae Shwmdrr. ,,- the P A New A ma,.n Walam Pt.j Armouk, N.Y.: ME. Spe. Inc..
C1991.
31 M... Oivef WAd T.M. Shapir. "Weshh o(a Natio: At Lu(em hrd oW 0 oshod m Asse-Poor," The
A*aawrk JeuuIl of Eeeaks and Sec"Iqy, vol. 49. No. 2, Apdl 1990. pp 129.150.
32 jbid.
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We need to develop policies which will help all Americans. including welfare recipients willing to
work and uve, build the assets which they need to achieve self sufficiency for themselves and
growth for the economy.

Individual Development Accounts (IDAs) are leveraged saving accounts which permit savers to
withdraw funds only to select purposes such as higher education, capitalizing a small business or
a down payment on a homne. IDAs are an effective vehicle to assist low income individuals
accumulate assets and invest in their own personal development. Deposits by low income savers
in an IDA can be matched by other individuals, church congregations, employers and government.

There are several IDA pilot projects currently being opened by churches, corpoaons and
community based organization around the country -- in places as far flung as Tupelo, Mississippi,
Indianapolis, Indaa and Bozeman, Montana. "I Have A Deam" Programs in 44 cities promise
college th on's t1iadms who stay in school; savings clubs proliferate in public housing
complexes whq -women match each others savings to provide an emergency fund all can tap;
banks and churches are developing home ownership programs wherein savings for down
payments on houses are matched; and low income entrepreneur build up asseu in their
businesses. Six states have sought or been granted waivers which allow AFDC recipients to build
up savings in qualified asset accounts. Iowa-has authorized a pilot program of Individual
Development Accounts under which the state will provide refunda) tax credits to Iowans below200% poverty. Oregon's Jobs Pius program provides that employers who hir welfare recipients
with a hiring subsidy paid for by cashing out AFDC and Food Stamp benefits deposit SI for each
hour worked into an IDA emarked for flite education and advancement. More states,
organizations as diverse as the National Congress of Black Churches, the National Federation of
Community Development Credit Unions, banks, and thousands of microenteprise programs and
neighborhood development corporations stand eager to launch IDA programs if only the Federal
government will become a partner.

We recommend that as part of welfare reform, Congres authorize a five year,
$500 million IDA Demonstration which would leverage the development of
100,000 IDA accounts for low Income Americans (not just AFDC recipients, but also
working poor households makin# less than $25,000 annually). Bills with such provisions have
been introduced in previous sessions of the Congress by bipartisan sponsors including Tony Hall,
Bill Emerson. Bill Bradley and Onin Hatch. A more modest vision of a national IDA
demonstration was introduced as part of the Administration's pmpoW last year.,

Building assets for the poor ought to be considered in another context as well After all, our
argument here is not that asset-building is important for the poor, but that it is important for all
Americans; unfortunately, policy to date has subsidized asset development only for the non-poor.
Later this session, this Commime and this Congress will consider exaig Individual
Retirement Accounts so that this asset-building tool can be used by middle income and wealthier
Americans for education, home ownhp and medical care as well as retirement. Included in the
Contract With Ameria this proposal has also been endorsed by the Prsident. For all the reasons
cited above, this effort to f the American Dream makes sense. But as currently proposed,
as for example, in S. 12 introduced by Senators Roth, Breaux. Pryor and Murkowski, the
"Savings and Investment Incentive Act of 1995" would continue the discriminatory bifurcated
policy that offers tens of billions of tax incentives to the non-poor while leaving most poor And
working poor out. To the credit of the sponsors of this legislation, it does address the issue of
assets for the poor - i contains provisions that would lift the asset penalties for AFDC savers
noted above. But while it would allow the poor to accumulate assess in a demonstration under
rigorous evaluation requirements, it would provide tens of billions of dollars in tax incentives to
the non-poor as an entitlement and without any evaluation. We would argue that what is good for
the non-poor is good for the poor. We recommend that "American Dream Savings
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Account" proposals, like that just passed by the House Ways and Means
Committee be amended in two ways:

" Expand the allowable uses to include verifiable business investments;
* Add a refundable tax credit equal in value to the benefit conferred on

higher Income savers for American households with less than $25,000 a
year In household Income. These tax credits should match all savings in
a qualifying account up to a maximum of $480 per year or $1,000 per
account. This would encourage private, state and local matches. The refundable tax
credit could be deferred until withdrawal from the accounL

Costs and Returns: It may well strike you as unrealistic for us to come before you with
proposals to invest $500 million to several billion over 5 years in asset development for the poor at
a time when the search for cuts to even proven spending programs proceeds in earnest But just as
poor Americans who can ill afford less food and shelter choose to save for the possibility of a
better future, so must the country.

Individual Development Accounts represent the center of a new investment policy in contrast to the
current income/consumption maintenance policies. We use investment in the old-fashioned and
precise sense of an application of resources today that creates greater returns tomorrow. We at
CFED have recently estimated the likely outputs of an investment in IDAs, and wiU soon release a
return on investment analysis based on the best available data. We estimate that 100,000 accounts
with an average personal saving of $10 a month by low income Americans, matched 1:1 by private
individuals and state and local governments, with the Federal government matching those
contributions will produce in just 5 years:

• 10,000 businesses
* 30.000 first homes
* 30,000 post-secondary educations
* 63.000 job-years
* $450 million in business revenues
* $500 million in personalcome increases
* $190 million in savings in community institutions33

A more conservative. nd rigorous examination of the probable returns from a national investment
in Individual Development Accounts suggests that over 10 years:

For every $1 invested by Federal government in IDA's. government wiU accrue more
than $4 in direct increased tax revenues and savings for a internal rate of retum weU
over 30%
The investment by the Federal government matching savings up to $1,000 per IDA
holder results in an additional $18,000 in benefits to each IDA holder, mote than
$2,000 to states, and $3,000 to society at large in the form of new jobs ad improved
econiomie s.

These figures assume that one-half of the outputs noted above would have occurred otherwise; that
is, we cut the estimated returns in half. They do not quantify expected changes in hope, initiative
taking, family stability, civic participation, and involvement in children 's' education's. In a larger
sense, of course, these projections are like the returns included in the business plans of proposed
ventures: we will never know the tru returns unless we risk the investment.
We hope this Committee will embrace the full promise of welfare reform, attempting not only to
curb the wrongs, but seizing also the opportunity to build families and communities and
economies.

33 Robert E. Friedman, "Asseu in the 21st Century American City," Washinton, DC: Corios for EnerPnse
Developmnt. 1994.
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PREPARED STATEMENT OF JUDITH M. GUERON

Good morning. I am Judith Gueron, President of the Manpower Demonstration
Research Corporation (MDRC). I appreciate the opportunity to appear before this
Committee today to present what is known about the success of welfare-to-work pro-
grams.

BACKGROUND: ADDING A PARTICIPATION REQUIREMENT TO AN ENTITLEMENT

As background, it is critical to recall why a work strategy has been at the fore-
front of welfare reform efforts for the past 30 years, and why current proposals
make the success of this approach even more vital.

The welfare reform debate in this country reflects a dilemma identified as long
ago as the Seventeenth-Century English Poor Laws: Is it possible to assist poor peo-
p e without by that ver act, giving them incentives for behavior that perpetuates
poverty and dependency? In particular, is it possible to provide support for employ-
able people without discouraging work?

This reform dilemma arises because, as a nation, we have two conflicting goals
for welfare. First Americans do not want children to be poor, and thus our first goal
is to reduce child poverty. The most direct way to do this is to provide the parents 4
of poor children with money. But, second, Americans also think that parents should
be working and supporting their children. One way to encourage this is to reduce
welfare benefits so that work is the only reliable alternative to starvation.

However, children and their parents are a tied sale: You cannot help one without
helping the other. Thus, it is hard toget tough on parents and yet continue to pro-
vide a safety net to support their chil ren. When the federal government began pro-
viding income assistance to poor families, as part of the Social Security Act of 1935,
times were different and, for single mothers, the public placed primary emphasis on
the first objective. Thus, the Aid to Families with Dependent Children (AFDC) Pro-
gram was explicitly created to help single mothers stay out of the labor force and
take care of their children. One researcher, Gilbert Steiner of the Brookings Institu-
tion, has called AFDC's enactment a national commitment to the idea that a wom-
an's place is in the home. The public thought this was fair because, at that time,
fewer middle-class women were working and because AFDC supported a popular
group (primarily widows or the wives of disabled workers). People did not care if
welfare reduced this group's work effort (they intended it to) or remarriage rate.
Contrary to what you hear, individual welfare entitlements were not meant to be
temporary.

However, with the extraordinary tripling of labor force participation by women
over the last 40 years, the public no longer thinks it is fair to support poor single
mothers, when other women are working for little money and often not by choice.
That welfare mothers are now more likely to have had children outside of marriage
adds to their unpopularity.

Beyond equity issues, the public is concerned that welfare creates perverse incen.-
tives and worries that if you pay for something, you will get more of it. The fear
is that a welfare system that provides funds mainly to women who are single moth-
ers promotes illegitimacy by enabling women to support their children without de-
pending on men. While the research record is not clear on how much welfare has
promoted single and unwed motherhood, the concern persists..

These developments undermined support for the original idea that welfare should
provide an alternative to paid work. instead, a new basic compromise was forged:
A mandatory welfare-to-work strategy was added, and the notion of welfare as tem-
porary and transitional was introduced. Under this approach, Congress has main-
tained the basic AFDC safety net, but added work-related mandates in an effort to
mitigate the unintended consequences that might flow from providing assistance. In
effect, AFDC was changed from a no-strings-attached entitlement--if you were poor,
you got money-into a reciprocal obligation, under which, to get full income support,
people would have to participate in some work-directed activity or work itself.

The attractiveness of the work strategy was its promise to reconcile society 's two
goals. Yes families (and thus children) would continue to get income but that in-
come would be reduced unless the parents took steps toward work. he hope was
that new requirements would simultaneously change the values conveyed by the
welfare system, make welfare less attractive, and provide services that would speed
the transition to self-support.

The general approach was that welfare recipients would have to participate in ac-
tivities designed to help them get an unsubsidized job-activities such as job search,
education skills training, or unpaid work-or risk losing some share of their welfare
benefits. Since 1967 there have been several visions of how to make this mandate
real. Under the Work Incentive (WIN) Program during the 1980s, the emphasis was



53

on getting women with school-aged children to look for work. Research showed that
the resulting relatively low-cost job search programs could be cost-effective, but that
many people remained on welfare and those who went to work got low-paying jobs.
This led to a more ambitious focus in the Family Support Act of 1988 and the Job
Opportunities and Basic Skills Training (JOBS) Program it established: extending
the mandate to women with younger children and providing a mix of services--with
an emphasis on education and training-in an effort to further promote work, re-
duce poverty, and decrease long-term dependency. While some people emphasized
that WIN and JOBS involved participation in employment-enhancing activities, oth-
ers argued that those who were not successful in finding regular jobs would have
to work in government-created community service positions in order to receive con-
tinued income support. Most recently, advocates of the latter approach propose set-
ting a firm limit on the length of time people could receive employment services,
after which the only option for continued public support would be some form of
work.

Over the past 25 years, states have struggled to make a conditional entitlement
real. This has proven difficult. Where successfully implemented, such programs have
increased work and reduced reliance on welfare but, alone, these programs do not
appear to work miracles. Does this mixed experience sugest that it is time to aban-
don the basic compromise of the welfare-to-work strategy.

In this testimony, I argue that the answer is a compelling "no," and that, quite
to the contrary, our nation should now redouble its efforts to make this trans-
formation succeed. This is because work strategies still offer the best hope for rec-
onciling society's dual goals and containing costs. Moreover, if we care about protect-
ing children, successful welfare-to-work programs will be even more urgent if Con-
gress or some states decide to place time limits on welfare (followed either by work
or a cutoff in all income support). However, making a work strategy succeed does
not mean continuing business as usual. The average welfare-to-work program falls
far short of the potential. There are some clear steps that the federal government
and the states can take to improve program effectiveness.

In this testimony, I also raise a caution. Those of you who want to expand work
mandates should pay close attention to the incentives created by changes in the fed-
eral financing structure. Using a single block grant to fund welfare benefits and
work programs is likely-in low-grant states and possibly others as well--to have
the perverse effect of squeeing out innovative and demanding work programs.
Under fiscal pressure and with short time horizons, states will hesitate to make the
up-front investments that can both produce future savings and transform welfare
into the work-directed program favored by most Americans.

WHAT CHALLENGES DO WELFARE ADMINISTRATORS FACE IN TRANSFORMING AFDC?

Administrators face four challenges in transforming AFDC into a work-focused
mandate that moves people permanently from welfare to work. The first is re-
sources. Enforcing participation requires an up-front investment in staff (to connect
people to services, monitor their participation, review reasons for nonparticipation,
and cut grants if people do not play by the rules); in providing activities (job clubs,
training, work slots, etc.) that are sufficiently plentiful to give teeth to the mandate;
and in child care, transportation, and other support services so that AFDC mothers
can participate.

The second is changing the culture of JOBS program offices, and possibly welfare
payment offices as well. Laws are made in Washington and state capitals, but policy
becomes real in the exchange between welfare staff and recipients. The past focus
on rooting out fraud and abuse has put the accurate determination of people's eligi-
bility for benefits at the top of the agenda in most welfare offices; getting them into
jobs has been something of an afterthought. Moreover, efforts to change this have
often left staff overwhelmed and confused: They are told to provide in-depth support
and to closely monitor recipients, but have caseloads of several hundred; they are
given contradictory goals of simultaneously transforming people's earning capacity
and getting them jobs quickly; they are told to get jobs for potential long-term re-
cipients, but not how they might accomplish this. Changing the culture in JOBS of.
fices will require clear priorities, adequate staff, and sufficient resources.

The third challenge concerns the women themselves. AFDC recipients are an ex-
tremely diverse group, with some being highly employable and others being close
to disabled, although not eligible for Supplement Security Income (SSI) benefits. A
recent survey of people who were targeted for the JOBS program in selected sites
shows that between a quarter and half lacked prior work experience, at least a third
had extremely low literacy skills, and more than a quarter said they could not par-
ticipate at that point in time because they or their child had a health or emotional



problem. (The share unable to participate would have been larger if the survey had
covered all AFDC recipients, i.e., including those not currently subject to the JOBS
mandate.) But, somewhat surprisingly, the same survey shows that welfare recipi-
ents support the idea of participation mandates. Furthermore, the vast majority say
that it is fair to make people on welfare get a job, even if they do not want to.

The final challenge, which affects the ability of any work-focused mandate to suc-
ceed, comes from the job market and economic incentives facing welfare recipients.
In pushing recipients to work, and equipping them for it, states have been swim-
ming upstream against the strong current of declining wages for the low-skilled.
The combination of the low wages they command and the perverse rules of the wel-
fare, Medicaid, and child care systems--where people can be worse off working than
on welfare-means that welfare recipients have little economic incentive to work.

The last two challenges--low skills and little economic incentive to work-help ex-
plain why welfare recipients who take jobs often leave or lose them quickly. The
irst two challenges-adequate resources and a new message-are areas where fed-

eral structural and financing policies will be critical.

WAS JOBS IMPLEMENTED? HAS JOBS FAILED? 4

Reports from the General Accounting Office, the Rockefeller Institute of Govern-
ment at the State University of New York, and MDRC show huge variability in the
success of states in implementing a work-focused mandate. JOBS was supposed to
provide both carrots and sticks: offering employment-directed services, but requiring
that people participate and take steps toward self-sufficiency. In 1988, the public
was led to expect that the new legislation would fundamentally change the message
and character of welfare and reduce the rolls. In some places, as a result of JOBS,
welfare is now very different; but in many places, it is not. The reasons are clear:
States had little knowledge of how to implement high-performance programs; there
was no consensus on goals and the means to reach these goals; and, most impor-
tantly, JOBS programs did not have the resources to make the mandate real for
most of the AFDC caseload, especially since the program was implemented during
a recession that drove up the rolls and limited states' ability to provide the match
to draw down available federal funds. As a result, JOBS has provided some new
education and training services for welfare recipients, and states have largely met
the participation targets set by Congress. But in manyplaces it operates as a vol-
untary program, which clearly was not the intent of the Family Support Act.

While the national experience is mixed, studies have identified clear examples of
excellence: JOBS programs that have successfully implemented a participation man-
date, changed the nature of welfare, and gotten many welfare recipients to sub-
stitute earnings for AFDC payments. I will turn to the findings in a minute, but
the larger lesson I want to stress now is that we know that JOBS can do much more
than it has so far accomplished. In this area, we act on knowledge, not hope. The
challenge is to learn from and build upon the more suxesful programs.

WOULD JOBS MATTER IN A WORLD OF TIME-LIMITED WELFARE?

Is this worth doing? Does JOBS have a role in an era of time limits and cut-offs?
Making JOBS-type programs work better can not only respond to the public's dis-
satisfaction with no-strings-attached assistance, but is also vital to making a time
limit--either with some form of mandatory work at the end or with all support sim-
ply ending-feasible 9nd affordable, and reducing the misery involved in such a
transformation.

I say this because, from a state perspective, it seems that the risk of a time limit
will be too high unless more people than is now the case leave welfare before reach-
ing the limit. If not, too many people will "hit the cliff" and either require subsidized
work, which will cost the public more than cash welfare, or face a dramatic loss of
income, with unknown effects on families and children and, ultimately, public budg-
ets.

Thus, building high-performance JOBS programs is not an alternative to, but a
prerequisite for, any form of time-limited welfare. The challenge in Washington is
to assure that the resources, incentives, and knowledge are there to make this in-
vestment feasible; the challenge in the states is to make a reality out of JOBS' po-
tential.

IF JOBS REMAINS CRITICAL, WHAT IS ITS POTENTIAL?

Successful JOBS programs can impose a real participation mandate, increase em-
ployment, and reduce welfare costs.
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I. What Is the Maximum Feasible Participation Rate?
It is easy, sitting in Washington, to assume that anything less than 100 percent

participation means that administrators are not taking the JOBS mandate seri-
ously. But if legislation is to reflect reality, it is critical to understand why this is
not a reasonable goal, even for the toughest administrators (those committed to get-
ting everyone to participate) or those with the resources to reach all eligible people.
Evidence from two highly mandatory special demonstration programs that had sub-
stantially expanded funding points to two key lessons. First it will cost more money
to increase program participation rates. Second, in a typical month and by working
with all people subject to the mandate (a subset of the full welfare caseload), admin-
istrators could get 60 to 60 percent of them either to be active in the program or
to hold an unsubsidized job (usually part time) While remaining on welfare. The rea-
sons for nonparticipation varied: ome people were waiting to begin participation,
some were excused because of temporary illness or to care for a disabled child, some
were considered unemployable, some had grants too low to warrant work-for-bene-
fits assignments, and others were having their grants reduced (i.e., they were being
sanctioned) for noncooperation.

Current proposals risk undermining public confidence in successful programs (in-
cluding the Riverside program described below) by demanding rates tat are unat-
tainable and unaffordable, such as monthly rates of up to 50 percent that cover ev-
eryone on welfare (including, e.g., people with health problems) and count as partici-
pants only people who are active for 35 hours a week (requiring states to come up
with funds to pay for both lengthened work activities and extended child care).
2. How Much Can JOBS Change Behavior and Save Money?

MDRC has recently completed an eight-year, six-county study of 37,000 people in
California's GAIN program, the nation s largest JOBS program, which shows several
models of success. While, on average, GAIN succeeded in increasing earnings and
reducing welfare benefits, impacts were at least twice the average-and, indeed, the
most impressive measured to date-in Riverside County. There, GAIN led to a 26
percent increase in the share of AFDC recipients working, a 49 percent increase in
average earnings, and a 16 percent decline in welfare outlays, all of which helped
the program return to taxpayers almost $3 for every $1 spent to run the program.
Riverside produced dramatic results for all groups in the caseload, including very
long-term recipients (who were on welfare continuously for at least six years), people
with poor educational skills, and people with preschool-age children.

Riverside's program and the GAIN programs in San Diego and Butte counties
proved to be triple winners. In terms of society's two goals for reform, which I men-
tioned earlier they increased both the income of welfare families (getting more
money to children) and people's self-sufficiency (by getting parents to substitute
earnings for welfare). In the process, they also saved money for taxpayers by gener-
ating measured budget savings that actually exceeded (or, in the case of Butte,
equaled) the up-front investment in operating the program. Not many social pro-
grams can match these accomplishments.

While these findings are impressive, Riverside's GAIN program has not elimi-
nated welfare or transformed the earnings potential of welfare recipients. More peo-
ple got jobs than would have gotten them without the program, and got them soon-
er, but they were usually not "better" jobs and families were rarely boosted out of
poverty. Three years after enrolling in Riverside GAIN, 41 percent of people were
still receiving welfare benefits, although some of these were working and receiving
reduced grants.

WHAT EXPLAINS RIVERSIDE'8 SUCCF88?

Real-world JOBS programs are complex amalgams of work-directed services, man-
agement style, operational decisions, available resources, and local environments.
Success hinges to a large degree on what activities are prided (job search work
experience, education, or training), how they are targeted (serving a few people ver-
sus requiring that all must participate), and the manner in which they are provided
(the message, the management, and the mandate).

Riverside provides one version of a high-performance JOBS program. In testimony
last year, I characterized their tough and conservative version of the JOBS program
as follows:

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

The Riverside program simultaneously included a number of features:
" Priority on the JOBS program by the most senior officials in the agency.
" A strong commitment and adequate resources to serve the full mandatory popu-

lation (not just those who volunteer or appear to be more job-ready).
" A pervasive emphasis on getting a job quickly, even a job that is relatively low-

paying and even for people placed in education and training activities.
* A mixed strategy, emphasizing structured job search ("job clubs"), but also mak-

ing substantial use of basic education.
* The active use of job developers to establish a close link to private sector em-

ployers and to help recipients locate work.
" A willingness to use sanctions (i.e., grant cuts) to enforce the participation man-

date.
" A cost-conscious management style, reflecting a recognition that time is money

and that moving people quickly toward the goal of employment will increase the
program's cost-effectiveness.

" An outcome-focused management style, including job placement standards for
case managers.

HOW MUCH SHOULD PROGRAMS EMPHASIZE EDUCATION AND TRAINING VERSUS QUICK
I JOB PLACEMENT?

One's judgment about the success or failure of any particular JOBS strategy de-
pends in large part on one's goals for welfare reform. The available findings suggest
that there are trade-offs along the continuum from an essentially job search/job club
program, to one that emphasizes quick employment but also includes some edu-
cation and training, to one that includes some job search but emphasizes education
and training, with a goal of getting people into higher-wage jobs.

Job clubs get people into employment quickly and save taxpayers money, but do
not get people into jobs with higher wages than those they would have found on
their own, or succeed with the more disadvantaged. Programs focused on getting
people higher-wage jobs cost taxpayers money, but can increase job quality and may
make a greater long-term difference in the earnings of some recipients. Programs
that favor quick employment but also include some human capital development
services can combine the benefits of both strategies: They can make welfare recipi-
ents somewhat better off, save taxpayers money, and change the employment behav-
ior of some of the more disadvantaged recipients.

The extent to which a program succeeds and is cost-effective, however, depends
not only on the mix of services, but also on the quality of implementation. Spending
a lot is not enough to assure success; spending a little is not enough to assure sav-
ings. Managing resources (recognizing that tune is money) is central, no matter
what the program's goals. In Riverside, managing for success meant providing a
range of services but having one clear goal, controlling costs, and stressing perform-
ance in all activities.

While cost-conscious management can pay off, the research also provides a clear
warning against spreading program resources very thin, as can happen, for exam-
ple, in environments where hard-pressed administrators have to stretch limited re-
sources over increasing numbers of welfare recipients. For example, our recent final
report on Florida's JOBS program (Project Independence) shows that its success in
increasing earnings was sharply reduced (particularly for women with young chil-
dren) when resources (including child care funds) fell below a threshold level. The
program continued to produce small welfare savings, but was less successful in in-
creasing people's employment and earnings.

WHAT DO WE KNOW ABOUT THE FEASIBILITY AND EFFECTIVENESS OF WORK-FOR-
BENEFITS ("WORKFARE") PROGRAMS?

Some of the current reform proposals call for large-scale, work-for-benefits pro-
grams (usually referred to as "workfare"), either as a substitute for JOBS' other ac-
tivities or for people who have not found work despite two years of access to work-
directed services. Hard knowledge about workfare programs is limited and comes
mostly from studies of small-scale programs implemented during the 1980s. These
show a mixed record.

On the positive side, the studies suggest that it is feasible to get people to work
for their grants, that they view work assignments as fair, and that they do real
work. Furthermore, the value of the work produced offsets the cost (approximately
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$2000 to $4000 annual cost per filled slot, excluding the cost of child care). Thus,
such programs provided an alternative way to support children. On the other hand,
repeated ly, states have had trouble developing large numbers of work sites and have
found that some welfare recipients were unable to work, with the result that pro-
grams were almost always much smaller than anticipated. The very limited evi-
dence that is available suggests that, under these conditions, mandatory unpaid
work did not develop people's skills and did not prompt people to move more rapidly
into unsubsidized employment or deter them from applying for welfare. It is possible
that large-scale, universal, ongoing work requirements before or after a time limit
might have a much larger effect on the rolls, but since this model has never been
rigorously tested-with the exception of a program for men in West Virginia-its ef-
fectiveness remains unknown.

Since the workfare programs that were tested did not appear to reduce the wel-
fare rolls, studies concluded that, in strictly budgetary terms-i.e., ignoring the
value of the work performed--sending people a small check was probably cheaper
than providing them with a non-market way to earn it. This is because free labor
is not really free: It costs money to develop, manage, and monitor work sites, and
to provide child care to people while they are working. Because of the high potential
costs, some states structured the work oblation to limit the demand for child careby imposing only a three-month work obligation, setting the number of required
hours of work per week to fit around the school schedule, or exempting mothers of
preschool children.

While work-for-benefits programs may not save money, if they could be imple-
mented at scale, they would be a means to deliver on the welfare-to-work strategy's
potential for maintaining a safety net of funded support for children while sending
a more socially acceptable, prc-work signal to parents. A recent Kaiser Family Foun-
dation/Harvard University pol" shows the public's strong support for such an out-
come.

CAN YOU REPLICATE OR IMPROVE ON RIVERSIDE'S RESULTS?

At this time, it is unclear whether Riverside's success can be replicated in diverse
communities around the country particularly in inner-city areas. The average JOBS
program lags far behind and wAll have to change considerably to deliver on the pro-
gram's potential. However, it is clear that the techniques used--and the economic
conditions-were not so exotic as to suggest that other localities could not adapt
them to strengthen their own programs. Indeed, other programs that have been or
are being evaluated--SWIM in San Diego, the Center for Employment Training
(CET) in San Jose, several of the sites in the National JOBS Evaluation--appear
to make successful use of some of the same techniques.

If the rest of the nation's JOBS programs could attain similar results--an objec-
tive that the nation's governors appear eager to pursue-the welfare-to-work bar-
gain that has been the cornerstone of the new welfare compromise would indeed
achieve a transformation of welfare. Moreover, a number of factors might further
improve JOBS' effectiveness: if the financial incentives facing welfare recipients
were more pro-work or if there were more assistance to people once they began work
in order to reduce the high rate at which they quit or lose their jobs and return
to welfare.

WHAT FEDERAL ACTIONS CAN INCREASE THE EFFECTIVENESS OF WELFARE-TO-WORK
PROGRAMS?

Are major structural changes needed to effect this transformation? I do not think
so beyond provisions to allow states greater flexibility. But there is a major federal
role in addressing the first two challenges I outlined early in this testimony: chang-
ing the message and practice of the JOBS program and providing adequate re-
sources for the up-front investment in welfare-to-work programs.
1. Structural Reform

The difference between high-performance and average JOBS programs is not
structural. The key is what staff do and how they do it. Any fundamental structuralchange would take years to put into place-years in which changes in federal law
filter down through new regulations to changes in state law, to changes in local gov-
ernment, to the development of new procedures in local welfare offices, and, finally,
to the interaction between line staff and welfare recipients in those offices. At its
best, "structural change" could provide a new environment in which welfare pro-
grams would have the potential to work better, but there is no guarantee that this
would occur. Changing the structure of the system is in some sense the easy part
At its worst, structural change could divert administrators from confronting the
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tough part: the day-to-day tasks that would still remain after making any major
structural change. These tasks--articulating a clear mission, explaining to staff how
this message affects what should happen between welfare recipients and staff, get-
ting people into quality services, monitoring their participation, addressing problems
quickly when they arise, sanctioning nonparticipants, and putting in place systems,
services, and practices that are cost-effective and put large numbers of welfare re-
cipients to work-are the keys to success.

The history of reform in the nation's employment and training system is one in
which the structure is changed, but the real action-the interaction between welfare
recipients and staff and the quality of employment services--is neglected. This is
where administrators need to focus in order to improve program effectiveness. But
for administrators to tackle these tough issues wit zeal requires that they identify
with the program's mission. Visions for welfare reform spring from different values
and goals. Promoting program ownership requires giving states flexibility in the de-
sign of their work strategy.
2. Performance Standards, Technical Assistance, and Knowledge-Building

What can the federal government do to increase program effectiveness? Some of
the cross-state variation in the design and nature of welfare-to-work programs re-
flects different values and goals for welfare reform, or differences in resources. But
some of it reflects differences in competence, know-how, and knowledge.

In addition to providing funding, there are three ways the federal government
could promote change. The first would be to tie funding to the achievement of per-
formance standards intended to promote JOBS' different goals: imposing a work-fo-
cused obligation (participation standards) or increasing employment and reducing
welfare receipt (outcome standards). People who envision work programs primarily
as a means to impose a quid pro quo for welfare receipt, favor participation stand-
ards, the current approach. These standards seem to have been effective in moving
the system in the direction of imposing a participation mandate on a larger share
of the caseload. People who see JOBS programs as a means to increase employment
and reduce welfare receipt view participation standards as a diversion and advocate
a shift to outcome standards, i.e., measures such as the rate at which welfare recipi-
ents get jobs or leave the rolls. The attraction of either outcome or participation
standards is clear: There is evidence that the system would respond to such incen-
tives, i.e., that you get what you measure. Congress or the states could identify the
goals, and individual administrators could then be unleashed to be creative in
achieving them. While there is a clear logic to outcome standards, there are also
some warning flags. Studies show that:

" The easiest way to get more job placements is to change whom you serve, not
how you serve people. This has led to the phenomenon of "creaming."

" There is no clear correlation between programs that-produced good outcomes
(e.g., high numbers of job placements) and programs that actually change peo-
ple's behavior (i.e., get jobs for people who would not have gotten them anyway).

* The nation's major peormance-driven system, the Job Training Partnershi
Act (JTPA) program, was not more successful with welfare recipients than wel-
fare-to-work programs that did not operate under outcome standards. JTPA pro-
grams produced comparable earnings gains, but did not generate welfare sav-
ings, a clear goal of welfare reform programs.

" It is very difficult to create a level playing field across states facing varied eco-
nomic conditions and with diverse welfare populations.

This does not mean that some combination of outcome and participation stand-
ards might not be an effective tool to motivate program staff, but it does suggest
caution in over-reliance on this approach at the federal level.

A second way the federal government can bring about wider application and use
of effective strategies is to take advantage of the growing body of research evidence
about what works and what does not work. This could be done by an aggressive,
hands-on, federally sponsored technical assistance and training effort-possibly com-
bined with financial incentives-designed to provide states with concrete evidence
on the services and management practices and strategies that have been used by
the most successful welfare-to-work programs. While this is not a guarantee of suc-
cess-and states' responses will vary, depending on their particular priorities and
goals for reform-it could short-cut the learning process and promote change. "

Such an effort could champion the techniques shared by welfare-to-work programs
of proven effectiveness:

* Saturation services. The resources and commitment to work with everyone re-
quired to participate.
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" Adequate staff and systems. Reasonable staff caseloads and reliable automated
systems so that JOBS workers can monitor and report on participation and out-
comes.

" A strong employment focus. JOBS staff who promote the value of work and the
capabilities of welfare recipients, while providing a range of services.

" Private sector connections. The active use of expert job development staff who
link participants to real jobs.

" Committed management. Leadership that conveys a clear message about the
program's employment goals and the means to attain them.

" Outcome and process standards. Management that tracks staff success in get-
ting people into jobs and in enforcing the participation mandate.

Finally, there is also a continuing federal role in identifying effective practices,
evaluating new innovations, and determining the replicability of successful ap-
proaches. Twenty years ago, we knew almost nothin about the effectiveness of dif-
ferent welfare-to-work approaches. I can discuss the findings presented in this testi-
mony today because of the large body of studies that now exists. If, with new flexi-
bility, states increasingly become the laboratories for innovation and the lous of
control for work strategies, the urgency of capturing the lessons will be even great-
er. The need for a federal role in knowledge-building and technical assistance will
be more urgent, since states will have limited incentive to increase and share knowl-
edge.

WOULD BLOCK GRANTS ENCOURAGE OR INHIBIT THE EXPANSION OF WORK-FOCUSED
PROGRAMS?

The goal of welfare-to-work programs is to change AFDC from an income transfer
program to a system promoting and requiring work. This involves an up-front in-
vestment in creating enough work-directed activities to make the obligation real.
While the payoff can be substantial, it is in the future. (For example, it appears that
the Riverside program took close to two years to pay taxpayers back for the initial
investment. Less effective programs--or those working with more difficult popu-
lations in inner-city areas--can take longer.) If JOBS funds are included in a block
grant, the marginal, or last, dollar spent will come 100 percent from state tax-levy
funds. Under these conditions, will work programs thrive?
1. If AFDC and JOBS Are Included in One Block Grant

It is hard to predict how states will respond if they receive one block grant to
cover AFDC benefits and work programs, but the likelihood-in low-grant states
and possibly others as well-is that fiscal pressures will squeeze out innovative and
demanding work programs. Adding a federal requirement that states meet high par-
ticipation standards (but including no additional funding for work programs) may
lead some states to direct more funds toward work programs, but this is not certain.
When there are no federal matching funds for the last dollar spent on a work pro-
gram, states will have shorter time horizons. If applications for welfare increase and
states come under pressure to meet grant payments, work programs will be at risk.
They will seem more discretionary and, therefore, easier to cut. Also, states may re-
sist investing in these programs, since some of the returns (in reduced Medicaid and
Food Stamp outlays, or increased tax payments) will go to the federal treasury. For
both reasons, work programs risk being scaled back or funded at levels that have
been shown to produce very little.
2. If JOBS and Employment and Training Programs Are Included in One Block

Grant
The main issue to consider in answering this question concerns program goals.

The objectives of mandatory welfare-to-work programs may, in part, overlap with
those of voluntary employment and training programs but they aIso diverge in fun-
damental respects. JOBS programs seek not only to help people find jobs and in-
crease their skills--the goals of the employment and training system-but also -to
impose a participation requirement and reduce welfare receipt. Welfare-to-work pro-
grams are thus distinctly different from the typical job training program: They do
not serve motivated volunteers but, rather, mandate participation; they cannot
screen applicants and select those who can be placed in jobs, but must seek to reach
everyone on welfare.

From an operational perspective as well this divergence in goals means that the
JOBS progam has to be tightly linked to the income maintenance system, i.e., those
who pay the welfare checks. As we learned in the 1970s, having responsibility for
welfare employment programs in one state agency and responsibility for the welfare
payment system in a different state agency is a complex structure for reforming wel-
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fare through work-focused mandates. Whatever emerges should facilitate, not com-
plicate, the necessarily close link between welfare and work.

A real innovation in welfare-to-work programs occurred in the 1980s, when gov-
ernors obtained new flexibility and assumed ownership of the program, ending the
bifurcated structure where welfare-to-work programs were jointly managed by the
federal and state labor and welfare departments. JOBS takes on new relevance
when it is a tool for reducing welfare costs, wielded by the agency responsible for
paying grants.

HOW MANY WELFARE RECIPIENTS CANNOT REASONABLY BE EXPECTED TO WORK?

Finally, an inevitable question in discussions of welfare reform concerns the workpotential of welfare recipients. Contrary to the stereotype, many recipients want to
work and, in fact, do work. Some work while they are receiving AFDC, and many
take jobs and leave AFDC. In the California evaluation, the majority (67 percent)
of people in GAIN worked at some point during the three ears after entering the
program, and about two-thirds of them worked at least 30 toui per week in their
most recent job. Moreover, the overwhelming majority of GAIN survey respondents
who said that they were not employed but were looking for work reported that they
were seeking a full-time job a preference that was also noted in a recent report
from the National JOBS Evaluation.

Even for those who are employable, however, studies also show that the road to
self-sufficiency can have many detours and that "employability" is not a static condi-
tion. Setbacks are common. The GAIN study found that less than a third of people
in the program were working at an y given time, indicating a high rate of job turn-
over. Jobs ended when people quit (e.g., because of family crises) or because of lay-
offs, conflicts at the worksite, or a variety of other reasons typical in the low-wage
employment sector.

But there is also a group on welfare who simply cannot work in unsubsidized jobs,
either because of their very low skills, their lack of any experience with work, or
their own or their children s chronic health or severe emotional problems (problems
that, nonetheless, do not qualify the family for SSI). One study, the National Sup-
ported Work Demonstration, targeted very long-term recipients and showed that,
with special assistance and in unusual settings, some people who would normally
have been considered unemployable could in fact work. But creating the close super-
vision and somewhat protected work settings proved very expensive. Moreover,
when the 12 or 18 months of transitional paid work ended, a substantial group of
women who could get by in the sheltered program environment were not able to get
or keep an unsubsidized job. The number of people who cannot work, or who could
work only with special support, is probably less than the quarter of JOBS eligibles
who said in a survey that they could not participate at a particular point in time.
But the group in question will constrain efforts to obtain very high rates of partici-
pation in work-related activities or workfare positions and will challenge adminis-
trators implementing time-limited welfare approaches.

CONCLUSION

For 30 years, Congress has responded to the public's clear desire to change wel-
fare from a no-strings-attached entitlement to a transitional program that requires
that many people on welfare participate in work-focused activities. This has proven
difficult to do and, as a result some are arguing that JOBS has not worked and
should be discarded. This would be a serious mistake. Across the country, states and
localities have moved along the road toward changing welfare and have put in place
many of the building blocks of reform. Research on JOBS programs does not suggest
that the, offer miracle cures. But we do not have comparably reliable evidence of
alternative approaches that work better than the nation's most promising JOBS pro-
grams in substituting earnings for welfare while saving money for taxpayers and
continuing to provide a safety net for children whose parents cannot or will not
work.

We now know that JOBS can succeed in changing welfare so that it feels more
temporary and communicates different values. If welfare offices throughout the
country were communicating the same new message and having the same results,
the public might have a very different view of legislators administrators, and wel-
fare recipients. They might think that reformers were finally getting serious.

But can communities throughout the country achieve this level of performance?
The answer is not clear. Currently, average performers lag far behind and will have
to change considerably for JOBS to deliver on its potential. But what is clear is that
most communities have only begun to try, and that bridging this gap will not hap-
pen by putting JOBS on autopilot, There need to be more resources (to make the



mandate real), stronger management, and commitment to a program that is more
work-focused and mandatory.

There is clearly both a federal and state role in making this happen. There is a
severe risk that we will not realize the potential of a welfare-to-work strategy be-
cause sufficient funds are not available. One way this might occur is if states have
to make trade-offs on the use of a single pool of funds: i.e., spend them on maintain-
inf welfare benefits, or on up-front investments in programs to get people off the
rolls, or on mandated programs to keep them working while on. Thus, the federal
funding structure will be key to promoting JOBS' expansion. But, beyond this, the
federal government has a clear role in building state capacity. Doing this involves
steps to identify models of excellence, to understand whet. er success can be rep-
licated under diverse conditions, and to provide a decentralized welfare system with
reliable evidence on how to improve program performance.

Finally, the federal government and the states both have a role in trying to alter
the economic conditions-the combination of stagnant or declining wages and anti-
work incentives built into the welfare system-that constrain the potential for suc-
cess of current efforts to get welfare recipients to work.

While improvement is clearly possible, in providing leadership in welfare reform,
the federal government and Congress face the challenge of avoiding overpromising
on the success of the next round of reform. There are simply no easy solutions for
poverty or welfare. Helping the public understand what level of change is attain-
able, and taking all the steps needed to make that occur, might break the cycle of
cynicism that has resulted from past waves of reform. Instead of setting unrealistic
goals and denouncing modest success as failure, setting realistic goals might help
the public gain greater confidence in, rather than find a new reason to discredit,government.

PREPARED STATEMENT OF JEFFREY H. JOSEPH

The U.S. Chamber of Commerce is the world's largest federation of businesses and
associations and is the principal spokesman for the American business community.
It represents more than 220,000 businesses and organizations, including 3,000 local
and state chambers of commerce, 1,200 trade and professional associations, 72
American Chambers of Commerce abroad, and six bilateral international business
councils.

More than 96 percent of the Chamber's members are small businesses with fewer
than 100 employees, 71 percent of which have fewer than 10 employees. Yet, vir-
tually all of the nation's largest companies are also active members. We are particu-
larly cognizant of the problems of smaller businesses, as well as issues facing the
business community at large.

Besides representing a cross-section of the American business community in terms
of number of employees, the Chamber represents a wide management spectrum by
type of business and location. Each major classification of American business-man-
ufacturing, retailing, services, construction, wholesaling, and finance-numbers
more than 10,000 members. Yet no one group constitutes as much as 32 percent of
the total membership. Further, the Chamber has substantial membership in all 50
states.

The Chamber's international reach is substantial as well. It believes that global
interdependence provides an opportunity, not a threat. In addition to the 72 Amer-
ican Chambers ofCommerce abroad, an increasing number of members are engaged
in the export and import of both goods and services and have ongoing investment
activities. The Chamber favors strengthened international competitiveness and op-
poses artificial U.S. and foreign barriers to international business.

Positions on national issues are developed by a cross-section of Chamber members
serving on committees, subcommittees, and task forces. Currently, some 1,800 busi-
ness people participate in this process.

The U.S. Chamber of Commerce, representing 220,000 businesses, 3,000 state and
local chambers of commerce, 1,200 trade and professional associations, and 72
American Chambers of Commerce abroad, commends the Senate Committee on Fi-
nance for recognizing the importance of welfare reform and its implications for our
nation's economic and social well-being. The Chamber also ap reciates this oppor-
tunity to present the business community's views on this critical issue. We are deep-
ly committed to working with members of Congress to promote meaningful welfare
reform during the 104th Congress.

93-319 0 - 95 - 3
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The nation's welfare system is in dire need of restructuring. Welfare has become
a system that today creates dependence rather than self-sufficiency. The business
community has long advocated "welfar-to-work" as a positive option for reforming
this system. We are encouraged that this position has emerged as a consensus.

Structurally, current proposals focus on moving primary responsibility for welfare
programs to the states in the form of block grants. The Chamber supports increased
state and local flexibility in the delivery of federal programs.

Welfare reform proposals under consideration also limit the amount and/or dura.
tion of benefits and require set percentages of able-bodied recipients to obtain em-
ployment over time. The Chamber supports time limits and a work requirement for
those on the welfare roles. We anticipate that the business community will be called
upon to provide that employment. Therefore, it is essential that business be involved
in the design, development, operation, and evaluation of any changes in America's
welfare system.

Chamber members place a high priority on reforming welfare in 1995. In a recent
survey to construct the Chamber's 1995-1996 National Business Agenda, welfare re-
form was second (behind unfunded mandates) on a list of 64 issues ranked by im-
portance to members.

Last fall, the Chamber surveyed 1,200 of its members to determine their specific
interests in welfare reform. Ninety-nine percent of the survey respondents advocate
an overhaul of the current welfare system. While 76 percent say that welfare recipi-
ents should be eligible for federally funded education and training, 98 percent be-
lieve that those who receive such services should be required to work. An over-
whelming percentage-94 percent-support placing a limit on the amount of time
that one can receive welfare benefits.

Comprehensive welfare reform is a complex issue with many human and economic
dimensions. Our piece of the puzzle is focused on selective and critical issues from
the perspective of workplace employment: (1) workers must have the knowledge,
skills, and attitudes to enter and be succeed in the workplace; and (2) some employ-
ers may need incentives to hire such workers, while others may require the removal
of disincentives that may make job creation prohibitively expensive or expose er-
ployers to unnecessary legal risk.
For these reasons, the Chamber is deeply committed to working with Congress

to enact sound welfare reform policy in the upcoming year. Specifically, the U.S.
Chamber Board of Directors recently approved the following as broad policy guide-
lines:

1. Focus national attention on measures to ensure that welfare recipients will
be equipped with the knowledge, skills, and attitudes needed to obtain and re-
tain jobs in the private or public sectors.

2. Devise incentives--such as tax incentives, training grants, or establish-
ments of realistic local marketplace training wages--for employers to move peo-
ple from welfare to work. Consider also temporarily waiving provisions of state.
utes that may serve as a disincentive for employers to hire welfare recipients.

3. Include provisions to ensure that welfare recipients will be drug- and alco-
hol-free as a condition of receiving welfare benefits and other forms of federal
assistance.

4. Consider welfare-to-work reform in the context of the elements of a locally
driven workforce development system and reliable labor market information.

For example, from the employers' perspective, consider how placing welfare recipi-
ents in jobs balances with moving others into the workplace-young people from
school-to-work dislocated workers transitioning from career to career, and others--
in a climate where employers are restructuring to compete in a global environment.

The complexities of the global marketplace and the rapid progression of today's
knowledge-based economy realistically should focus on welfare-to-work strategies,
including ladders to high-skill, high-wage jobs. Whether being prepared for entry-
level employment in the low-tech service industry or as a high-tech toolmaker ap-
prentice, consideration must be given to how best to prepare welfare recipients with
basic skills, attitudes, and work ethics that employers demand.

' wo interesting community models have shown encouraging results with the
added dimension of creating net new jobs in their respective communities and mov-
ing people from welfare-to-work.

One example is in Tulsa, Oklahoma. The Tulsa Chamber of Commerce was ap-
proached by one of its members, which is a major supplier to WalMart. WalMart's
desire to market products made in America resulted in its assertion that additional
product lines would in fact be carried by WalMart, if its supplier could find U.S.
workers to produce this particular product fishing rods--which were not being made
in America.
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First, the Tulsa Chamber established the Industrial Exchange, Inc. (IndEx) pro-
gram. Then, key Cnamber officials tackled regulatory impediments and built on
their significant experience in designing successful school-to-work and other job
placement programs. Establishment was predicated on relaxing the regulatory work
environment. The partnership program for Aid for Families with Dependent Chil-
dren (AFDC) mothers operates as a 501(cX3) non-profit corporation. Five days a
week, the program provides welfare recipients with pre-employment skills training
and basic skills education as well as work experience in manufacturing fishing rods.

All training is designed to help AFDC mothers develop the competencies which
local employers need for entry into the workforce. Employees are paid $9410 per
hour. Since IndEx was created two years ago, the program has outperformed most
programs in placing and retaining welfare recipients in full-time private-sector em-
ployment. In addition, other employers have joined WalMart in employing IndEx
workers to produce marketable American products.

In Michigan, Focus: Hope has established a number of intensive workplace train-
ing experiences for young adults to gain industry standards of discipline, productiv-
ity, and personal conduct as they improve academic and communications skills,
learn computer applications, and develop technical career options in manufacturing.
To qualify for the program, applicants must perform math and reading at a mini-
mum eighth-grade level and be drug-free. There are no other prerequisites. Thou-
sands of people have moved through this program and have been placed in jobs pay-
ing $7 to $12 per hour. Achieving staring income levels in this range may provide
adequate financial incentives for participants to move off of welfare.

The Oklahoma and Michigan examples reflect real local employment needs which
begs the notion that this debate might most productively be rmed "from the jobs
backwards." Every community needs to develop a strategy with a major emphasis
on its human capital capabilities for its own economic self-sufficiency. Governors
and trade delegations are travelling the globe every day trying to lure world-class
employers to their states and communities. For this reason, the welfare-to-work
strategy must be incorporated into a community's comprehensive human capital
strategy.

The Chamber believes that businesses nationwide will be better able to provide
jobs to welfare recipients if employers do not face numerous disincentives created
by law. Absent employer participation in welfare-to-work programs, it will be ex-
tremely difficult for the labor market to sustain such a large influx of welfare recipi-
ents into the workforce. Disincentives may include provisions within the Fair Labor
Standards Act, the Davis-Bacon Act, and the Americans with Disabilities Act,
among others.

Studies have consistently shown that large numbers of welfare recipients who go
to work end up on welfare again over short periods of time. As applicants, employ-
ees, or even former employees, former welfare recipients may be an irresistible mar-
ket for unscrupulous employment lawyers who could encourage them to file admin-
istrative charges and lawsuits seeking thousands of dollars in damages under the
employment-related statutes identified above. which provide jury trials and permit
large monetary awards. These statutes, while intended to establish fair and reason-
able work place relationships, carry disproportionate risks if extended to a large
class of individuals who are unaccustomed to the workplace and do not find success
in employment. Accordingly, we urge you to consider the implications of waiving
some, if not all, Federal disincentives to hiring welfare workers. These individuals,
who may have marginal skills may be less successful in employment advancement,
and do not, per se, need to be set aside as a protected class.

The Chamber firmly believes that welfare recipients--as other potential employ-
ees-must have drug-free status as a condition of employment and be familiar with
the responsibilities associated with drug-free workplace policies and programs.

It is estimated that substance abuse and ite consequences cost the economy an
estimated $180 to $250 billion annually. Surveys show that substance abuse is
viewed ab a major problem by 88 percent of all U.S. companies. A drug-free
workforce is essential to successful enterprise.

If American Industry is to be competitive, and if our national economy is to be-
come stronger, we absolutely must have a competitive workforce. The Chamber be-
lieves that welfare recipients can effectively contribute to American productivity.

By considering the issues I have outlined today, the nation can move closer to
achieving what has been attempted for many decades--reforming America's welfare
system and providing opportunities for recipients to enter and sustain a lifetime of
independence and earning. The U.S. Chamber of Commerce stands ready to assist
Congress, states, and communities In this most critical endeavor.
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PREPARED STATEMENT OF WILL MARSHALL

Work First: Replacing Welfare With an Employment System

Mr. Chairman and members of the committee, I appreciate the opportunity to
testify here today. The topic of today's hearing - reforming this nation's welfare
system - is truly vital.

Today, I would like to discuss the Progressive Policy Institute's view that the
goal of reform should be helping welfare recipients achieve self-sufficiency through
work. Work is what the public wants, and work is the only lasting solution to the
problems of welfare dependency and poverty.

Yet neither party has yet to produce a practical means for moving large
numbers of welfare recipients into private sector jobs.

President Clinton's 1994 welfare reform proposal set the right goal but did not
chart a clear path to reach it. By imposing a t, .- year limit on unconditional cash
assistance, the plan ended welfare's status as a pea lanent entitlement and created a
powerful incentive for its recipients to work. But the White House blueprint did not
include a practical means for moving welfare recipients into jobs: Instead, it
maintained and even expanded the existing welfare bureaucracy, pumping more
money into education and training programs that have largely failed to connect
welfare recipients to the world of work and responsibility. While the Clinton plan
offered states significant new latitude to pursue previously tested reforms without
going through the cumbersome waiver process, it did not go far enough in
empowering the states, the private sector, and welfare recipients themselves to find
imaginative new solutions to welfare dependence.

Unfortunately, the leadership-sponsored welfare bill pending before the House
is equally unsatisfactory, and is in several crucial respects a retreat from welfare
reform altogether. The bill embraces multiple and even conflicting goals. It
sacrifices a national commitment to welfare reform to the theoretical objective of
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maximum state flexibility, but then imposes a whole new series of negative
prescriptions on the states. Like the President's proposal, the House bill fails to
offer a structure for moving welfare recipients into private sector work. Even worse,
it denies states the resources necessary to make work pay.

If genuine welfare reform is to occur this year, the Senate Finance Committee
must identify a dearly focused alternative that builds on public support for work-
based welfare reform, that supplies the necessary resources and incentives, and that
gives states flexibility within the framework of a continuing national commitment.
The Progressive Policy Institute (PPI) believes its Work First proposal offers that
alternative--a work-based approach that is radical but responsible.

Refocusing Welfare Reform on Work

The Work First plan aims to convert welfare into an employment system
through three main steps:

(1) Abolish both Job Opportunities and Basic Skills (JOBS)-the primary
federal education and training program for welfare recipients, created by the 1988
Family Support Act-and Aid to Families with Dependent Children (AFDC), and
substitute a Work First employment system that would establish as national policy
that: (a) unsubsidized private sector work is the goal for public assistance recipients;
(b) immediate work experience, not participation in education and training progrlims,
is the best preparation for permanent employment for the vast majority of welfue
recipients; and (c) all recipients of public assistance should perform some work, with
community service as a fallback. In effect, the time limit for income maintenance
would be zero.

(2) Pool AFDC and JOBS funding, calculated by the current formula but with
a single match rate, to create a performance-based grant that offers financial
rewards to states that succeed in placing and keeping welfare recipients in full-time,
unsubsidized private sector jobs.

(3) Give states financial incentives to convert a portion of their employment
system dollars into job placement vouchers that welfare recipients--s well as
fathers of children on welfare who might contribute to family support through
work-may use to purchase welfare-to-work services. Such services would comprise
job placement and support, rather than education and training. By putting
purchasing power directly in the hands of welfare recipients, vouchers would help
stimulate a competitive market for job placement and draw private as well as public
investment.

The PPI proposal promotes real devolution of decision-making on welfare
reform, not phony devolution by block grants. Our more radical alternative
transforms income maintenance and education and training programs into a single
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flexible, performance-based grant that allows states to design individual benefit
packages targeted to what each recipient needs to quickly enter the workforce. It
also strongly encourages the use of job placement vouchers to bypass federal and
state bureaucracies and place resources directly in the hands of welfare recipients.
This approach supplies unprecedented flexibility to respond to local economic
conditions and program characteristics; moreover, it also gives the federal
government a potent lever for reinventing social policy in ways consistent with the
broad public consensus for programs based on work and reciprocal responsibility.

By abolishing the existing AFDC and JOBS programs, this proposal also
simplifies the task of work-based welfare reform. Able-bodied recipients would no
longer be entitled to cash assistance or specific education and training services for
any length of time. By requiring recipients to pursue private sector job
opportunities--and where necessary, community service work--as soon as possible,
the new system renders such action-forcing devices as time limits less significant,
and perhaps even redundant. The presumption would be that the proper time limit
for income maintenance or education and training prior to job placement is not two
years or five years but zero. In addition, the proposal would allow states to begin
addressing the "missing link" in welfare reform-absent fathers-by offering job
placement services to noncustodial parents as part of an overall effort to create non-
welfare streams of family income.

The "Work First" Architecture

The first step in work-based welfare reform is to put work fr, changing the
current system's incentives to make permanent employment in private sector jobs
the paramount and immediate goal for every able-bodied recipient of public
assistance, with senous community service work as a fallback option when
necessary. 0

Many existing reform plans would expand education and training by
increasing funding for JOBS. Yet careful, intensive studies conducted by the
Manpower Demonstration Research Corp. and other reputable research groups have
concluded that education and training programs produce only marginal results, at
best modestly increasing earnings and decreasing welfare costs. A recent General
Accounting Office report on JOBS also concluded that it is not well focused on
employment instead concentrating more on participation requirements than on
getting recipients jobs. The research also shows that programs that stress work and
maintain strong ties with the private sector produce better results. For example,
Riverside, California's work-focused Greater Avenues For Independence (GAIN)
program accounts for 19 percent of all job placements while serving only 4 percent of
the state's caseload.

Private organizations are reinforcing the case for emphasizing job placement
over education and training. Examples include nonprofit organizations such as
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Project Match in Chicago, as well as America Works, a for-profit company that has
placed more than 5,000 welfare recipients in private jobs at various sites around the
country. The Work First system envisions a healthy competition in welfare-to-work
services among public as well as private entities. Other options might include
temporarily subsidizing private and public sector jobs with cash and food stamp
benefits paid out as a wage as Oregon has done in its JOBS Plus program, and
converting job training funds to loans for microbusinesse .

The Work First Employment System is based on the premise that the vast
majority of those receiving welfare are capable of working if given the opportunity.
Too many welfare recipients are shunted through ineffective education and training
programs, or, worse, given nothing but a check and the option to sit at home. The
system must change. The Work First system requires that everyone who can work,
will work.

The Work First philosophy assumes that labor markets can absorb welfare
recipients if the right supports and links to employers are in place. According to
Gary Burtless, a prominent labor market economist with the Brookings Institution:

With roughly 7 million jobless workers, even at full employment, is it plausible
to expect employers could offer an additional 2-3 million jobs for AFDC
recipients forced to leave the welfare rolls? Surprisingly, most labor
economists probably believe the answer to this question is "Yes."

Employers can accommodate a new supply of low-skill, low-cost labor. But we
need an employment system that builds.a bridge between this potential demand and
the welfare recipients that can supply it.

The following elements make up a Work First Employment System:

The new employment system would replace the AFDC and JOBS programs,
converting funding for those programs--with additional federal money
allocated by Congress-into a single flexible, performance-based grant that
allows states to design individual benefit packages targeted to what each
recipient needs to quickly enter the workforce.

The new system would give states flexibility to design systems that put
maximum pressure on welfare recipients to seek employment, but it would bar
them from preemptively disqualifying any category of recipients currently
eligible for aid, including teen mothers and immigrants. However, states
would have the latitude to make receipt of assistance conditioned on
compliance with its rules (e.g. sanctions for nonwork, time limits, etc.).

4



The pool of money to be used for the employment system would be allocated to
states using a new, single match rate set at 60 percent or the Medicaid match
rate, whichever is higher. The federal match rate for implementing job
placement voucher programs would be set at a higher level to encourage states
to pursue vouchers over other strategies, thus increasing the match rate for
dollars put into vouchers. States would receive a cash bonus equivalent to six
months of federal funding (i.e., savings) for each welfare recipient placed in an
unsubsidized full-time, private sector job for six months. They could reinvest
this pool of savings in job placement vouchers or other incentives such as cash
bonuses to recipients who find and stay in private jobs and to caseworkers who
excel in job placement.

Applicants for aid would apply at a government office and be evaluated by a
caseworker or case team to determine individual needs. A screening process
would divert those deemed immediately employable from the Work First
system. No unconditional aid would be granted. At any point, a recipient who
turns down a private sector or community service job would be denied access
to further employment services. Severely disabled applicants deemed
unemployable would be moved to the Supplemental Security Income program.

(1) Those with short-term, one-time emergencies and immediate
employment prospects would receive Temporary Emergency Aid (also
called *grant diversion"). Applicants would receive a ono-time cash grant
to cope with an emergency such as car trouble or overdue rent. If these
recipients are determined td be in need of further assistance, they will
enter the Work First Employment System at a reduced or zero benefit
rate for a number of months determined by the state as adequate to
repay the emergency grant. Modeled after Utah's grant diversion
program, this approach aims to prevent people from unnecessarily
entering the new employment system.

(2) Those not diverted would enter the employment system. States could
require those entering the Work First system to engage in intensive job
search before taking advantage of placement and support services.
Recipients would sign an "employability contract charting their
individual paths to self-sufficiency through private sector work. A
relatively small percentage of recipients will not be job-ready: people
who can't read, those with serious drug or alcohol problems or a
temporary disability, and mothers with children aged 16 weeks or
younger. All but the last category may be referred to programs that
offer counseling, training, or other services. But everyone, even if they
are not ready for private job placement, should perform some
community service work.
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(3) The Work First employment system would offer job placement services,
but not cash assistance, to the fathers of AFDC children (on the
condition that, once employed, the fathers meet their child support
obligations). In addition, mothers could agree to give their place in the
system to fathers, in a step that may encourage families to stay together
or reunite.

A state could choose to refer recipients to either private intermediaries
offering job placement and support services or to state employment offices
offering similar services.

Private nonprofit and for-profit intermediaries and state offices would offer
subsidized private sector work experience, job placement, and support services
as needed, always with the goal of moving a recipient into full-time private
sector work. Placement and support organizations would receive payment in
full for performance only; for example, once a recipient has been placed and
retained in a full-time, unsubsidized job for six months, one-third might be
paid to the intermediary upon three months of job retention, with the
remaining two-thirds paid upon six months of job retention. State employment
agencies could provide job placement and support services in competition with
private intermediarie& Job placement organizations, whether private or
public, would have a strong job development component as well as follow-up
support services to help people stay in their jobs.

Job Placement Vouchers

By giving job placement vouchers directly to recipients, states could tap into
and build a growing market for public and private agencies providing placement and
support services. -

Job placement vouchers can reduce costs, improve service delivery, shrink
bureaucracy, and most importantly, empower low-income and unemployed Americans
by giving them the resources to choose their own providers where and when they
need a particular service. The job placement voucher proposal is aimed at
significantly cutting long-term public costs by moving those on public assistance into
productive private sector jobs. A strong federal commitment to a feasible job
placement strategy is much more cost-effective than any short-term block-and-cut
approach that abandons federal responsibility for welfare reform without supplying
incentives to work.

States would individually set their voucher rates and develop a list of service
providers eligible to redeem the vouchers-including placement agencies and private
employers. The list would be made available to welfare recipients who enter the
employment system and have completed intensive job search. Recipients would use
the lists to make their service choices. A voucher would offer recipients quick access
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to placement and support agencies such as: America Works in New York; the Good
Will Job Connection in Sarasota, Florida; high performance, state-run job placement
programs such as the GAIN initiative in Riverside, California; temporary private
sector work experience supplied by employers and subsidized with income assistance
and a cashed-out food stamp benefit; microenterprise training programs; and other
employment-based services.

In a fuU-fledged application of the voucher approach, state welfare
bureaucracies could be transformed into agents for job placement in two ways: by
performance incentives acompanying federal funds, and by direct competition with
private providers for voucher benefits.

Additional Elements of a Work First Strategy for Welfare Reform

Aside from changing the incentives of the system from income maintenance
and education and training to job placement, several other steps are necessary to an
overall Work First strategy. First, we must make work pay more than welfare, and
recognize that any work-based reform of welfare is inconsistent with "on the cheap"
approaches that make public assistance more attractive than private sector jobs.

The current system offers most recipients a package of welfare benefits worth
thousands of dollars more than a full-time minimum wage job. Asset limits and
welfare reductions for earned income penalize work and savings..To ensure that
work, not welfare, is the rational choice for men and women alike, even entry level
jobs must always pay more than the package of available welfare benefits. Raising
the minimum wage, however, is the wrong answer, since most minimum wage
earners do not live in poor families. The Clinton Administration in 1993 adopted the
right approach: a $21 billion expansion of the earned income tax credit, a direct
subsidy to low-wage workers. Other changes necessary to make work pay include
toughening child support enforcement, expanding child care support for the working
poor, and providing health care subsidies to low-wage workers.

Second, we must develop an empowerment strale0 to encourage the poor to
build personal capacities and assets, replacing the paternalistic welfare bureaucracy
as the primary source of income in impoverished communities. To encourage asset-
based policies, we must promote sanng and remove barriers to asset building, such
as welfare's limits on how much people can earn or save, and housing rules that
raise rents as incomes rise. Individual Development Accounts (IDAs) for low-income
families are a particularly promising device. Like Individual Retirement Accounts for
the middle class, IDAs would be tax-favored, annual contributions used only for
college, home ownership, retirement, and small business start-up. Individual
contributions could be matched by government, churches, community groups,
businesses, and unions.



With adequate asset levels in place, we can pursue policies such as
microenterprise that promote self-employment by making loans for small business.
Based on successful lending projects in developing countries, U.S. microenterprise
ventures tap the latent entrepreneurial talents of poor people, especially women, who
face limited options in formal labor markets.

Third, we must improve child support enforcement, both to supply non-
welfare streams of income to children on public assistance and to reinforce the
responsibilities and benefits of parenthood, especially among fathers of children on
welfare.

America's poor children deserve the support of both parents. Yet government
estimates show that families actually collect less than one-third of the court-ordered
payments to which they are entitled. Toughening child support enforcement and
allowing mothers to keep a larger share of child support payments should
dramatically increase collections. This will reduce public welfare costs and give
mothers another source of income, so that even part-time work may be enough to lift
them out of poverty. PPrs Work First strategy would require mothers to establish
paternity at birth as a condition for receiving public assistance, improve collection
and enforcement of child support orders, and offer access to the employment system
(but not cash benefits) tor those non-working fathers who are delinquent in their
child support payments.

Fourth, we must adopt a comprehensive strategy to prevent teen
pregnancy--combining unambiguous condemnation of irresponsible child-bearing
with community-based solutions that strengthen and support families and reinforce
community values.

PPI urges leaders in public and civic life, as well as in the media, to launch a
national campaign to spread the message that it is morally wrong for teenagers to
have children they cannot support financially or emotionally. We would reinforce
that message with policy changes that end unconditional public assistance for
unmarried teen mothers, hold fathers accountable to their children, and ensure more
swift and certain punishment for sexual predators. At the same time, we should
replace welfare's perverse iwards with a new set of positive incentives for young
men and women to avoid premature parenting and finish high school.

Most importantly, P?I envisions a shift in the primary responsibility for
reducing teen pregnancy from government to community institutions. For example,
we propose creating a network of community-based second chance homes that would
allow teen welfare mothers and their children to live in safe and supportive
environments and provide the structure and discipline they need to finish school and
raise their children. This would provide an alternative to teen mothers' setting up
separate households or remaining in their parents' homes if those homes are unsafe
or unstable. But it would stop short of punishing teen mothers by denying them
public supports altogether, as House Republicans have proposed.
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Conclusion

Genuine welfare reform can occur in this Congress, but only if the debate is
refocused on work-based reform and practical ways to link welfare recipients with
real-life work options. The Work First Employment System is designed to turn the
incentives of the current system inside out. It would make private sector work the
primary objective for both recipients and states, giving states accountable
performance standards but great flexibility in achieving them. If implemented in the
context of an overall Work First strategy, the new system could help deconstruct
welfare and build a new empowerment strategy for poor communities and their
citizens.

Changes in Federal Law Needed for a Work First Employment

Existing AFDC and JOBS programs would be abolished
and replaced by a single performance-based grant offering
financial rewards to states that succeed in placing and
keeping recipients in private sector Jobs.

All who would be eligible for the AFDC system under
current rules would remain eligible, including teen
mothers and legal immigrants; states could offer
noncustodial fathers Job placement and support services
but not cash benefits.

* States would receive funds previously available through
AFDC and JOBS under a new match rate of 60 percent or
the state Medicaid match rate, whichever is higher, as long
as a Work First system is designed.

Those deemed eligible for help would enter and remain in
the employment system until they are placed in a private
sector Job; states would be given an option to adopt a
Grant diversion" program of a one-time emergency
payment to those with immediate employment
opp rtunlties needing only temporary assistance to see
them through their emergency. States could require a Job
search before offering placement opportunities to
recipients who are not "diverted" from the system.

Any funds used by states to endow Job placement vouchers
would be matched at a higher rate, plus states would
receive six months worth of foregone federal payments
(Le., savings) for each full-time unsubsidized job
placement, as long as each recipient is placed and retained
in the job for six months.

States could at any point require community service work
from recipients enrolled in the Work First Employment
System.
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PREPARED STATEMENT OF STEPHEN D. MINNICH

Oregon is nationally recognized as a model in "reinventing" welfare beuduse of its
innovative and successful welfare reform program and the far-reaching changes it
has made in its philosophy and operations.

The state contains approximately one percent of the nation's population. But it
encompasses the range of environments and populations found throughout the coun-
try, and must therefore deal with challenges faced by other welfare agencies, though
usually on a smaller scale.

The extent of the state's success is shown in JOBS Program statistics. The Oregon
program places an average of 1,200 clients per month in employment at an average
wage of $6.00 an hour. These clients spent an average of six to nine months in pro-
gram activities before finding work. At the 18-month follow-up, 80 percent of the
people placed are off welfare (55 percent had never returned to the system). And
AFS officials are aware of no other state that exceeds Oregon's teen parent partici-
pation rate.

The state's approach to reinventing public assistance is based in a firm belief that
work is better than welfare. While a family is on welfare in Oregon, its living stand-
ard is 75 percent of the poverty level. With a $4.75-an-hour job and other supports
such as day care assistance, Earned Income Tax Credit and Food Stamps, the fami-
ly's income rises to 105 percent of poverty. Employment at $6.00 an hour (the aver-
age starting wage of Oregon JOBS placements) brings the family to 115 percent of
the poverty level, and the addition of child support means they are at 127 percent
of poverty. Non-economic benefits such as improved self-esteem and positive model-
ingfor children add to the value that a job provides.

Oregon's success in welfare reform stems from its willingness to formulate and
test new ideas and use the results it gathers--both positive and negative--to again
try new ways of reaching its goals. The following are highlights of the innovative
ideas which Oregon's welfare agency, Adult and Family Services (AFS), has put into
action over the past four years:
AFS has adopted and embraced a new "self-sufficiency" strategy:

AFS has a commitment to helping people on public assistance attain self-suffi-
ciency as quickly as possible, both through finding and keeping employment, and
identifying and using resources other than welfare. The agency's new strategy also
conveys high expectations that our clients can and will be successful.

In making this change, the agency did not simply write a new slate of mission,
goals and values. After completing that initial step, AFS used many other methods
to revamp itself so its focus shifted toward helping clients attain self-sufficiency.

Through meetings, publications and ongoing training, AFS management commu-
nicated to staff at all levels that the agency's primary job is no longer primarily de-
termining eligibility and distributing benefits, but instead is to help clients avoid
or move off of public assistance.

The agency's self-sufficiency strategy is based on a number of basic premises: The
first, that work is better than welfare, is discussed in the introduction. In addition,
Oregon views welfare as a short-term support for families in crisis. During a fami-
ly's stay on welfare, employment preparation and work search must be stressed, and
clients have a responsibility to work toward self-sufficiency.

The second tenet of the agency's strategy is that the sooner clients move from wel-
fare to employment, the greater their chances of success. Studies by the Manpower
Development Research Co oration of quick-attachment models such as Riverside,
California, point to the validity of this premise. Because AFS believes that the labor
market is the beat and fastest determiner of a client's job readiness, most applicants
for welfare begin with job search activities, and return to work search regularly dur-
ing JOBS activities.

Also reflective of this premise is the pioneering JOBS Plus Program, in which wel-
fare recipients are placed in private-sector training positions. Employers are reim-
bursed or the client's pay at the minimum wage level using funds from Food
Stamp and ADC benefits. By being in a "real world" wore environment, recipients
are more likely to be find permanent work more quickly, and avoid welfare depend-
ency..Thirdly, our experience has shown that Life Skills classes and basic education are

prerequisites to successful work placements for clients. Life Skills, in particular, is
fulfilling a number of roles within the self-sufficiency framework beyond its core
purpose of providing a "basic training" course for the workplace and home.

The four-week course provides an extended period for assessment of a student's
need for services such as mental health counseling or substance abuse treatment.
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These assessments point out to case managers who will require the most extensive
intervention to address barriers.

In addition to assessment, Life Skills plays a key role in making the client an
equal participant in creating an employment plan and then taking responsibility for
adhering to it. The classes are also a forum in which to convey the high expectations
which AFS now has for its clients and to reinforce the self-sufficiency message. At
the same time, students are gaining the ability to set goals for themselves and
learni ngto meet expectations of others, both valuable lifetime lessons.

AFS has begun devising new ways of doing business that support its new self-
sufficiency strategy and goals, by encouraging front-line workers to form teams and
giving those teams the ability to design their work. Innovations range from shorten-
ing a 20-plus page application to redesigning the intake process for new clients and
offering special workshops to support long-time job seekers. New methods are con-
tinuously devised and existing ones evaluated and improved to help ensure they are
contributing to better outcomes.

The agency is now 'outcome.driven,* measuring itself by its results for clients rather
than the efficiency of its processes.

The most important measures of the division's success center on how quickly cli-
ents gain employment and how long they remain employed without the need for
welfare benefits. This represents a major change from prior systems of measure-
ment which primarily gauged procedural tasks such as the speed and accuracy of
determining eligibility.

In this outcome-based environment, decisions are, as often as possible, based on
whether they further the agency's goals for its clients, and the division's practices
are evaluated to determine their potential to improve results.

As an example, the agency determined that a key factor in improving self-suffi-
ciency results was to include as many people as possible in the JOBS Pro am. Tt
accomplish that AFS applied for, and in 1992 was granted, waivers to JOBS regula-
tions that enable it to enroll more people at an earlier time by allowing fewer ex-
emptions and lowering the age limits for mandatory participation. This ability has
contributed to AFS's success in moving people to employment and reducing welfare
caseloads.

Under the outcome-based philosophy, the ability to constantly monitor perform-
ance is critical. AFS has set parameters that allow it to track its effectiveness in
the areas which are now of paramount importance. These include the number of
placements, wages at placement, the number of teens in school and number of fami-
lies receiving child support.

The performance measures have been carefully chosen and crafted so that the
workforce can realistically accomplish the goals in a reasonable time frame. The
measures are monitored on a monthly basis and are distributed to staff in branches
and the central office, to be used as a tool in evaluating methods.

As an example, the goals relating to the wages earned by graduates of the JOBS
program are drawn from the belief-that it is unrealistic to expect welfare clients to
be able to exceed the average wage earned by Oregonians; which falls between $8
and $10 an hour. Also factored in is the belief that entry-level employment brings
many benefits over a life on welfare and is therefore a worthwhile first step for
most clients. This reasoning has resulted in a rational goal which sets expectations
that pragmatically can be met.

AFS has become a high-performance organization.
The agency continues to strive to create an atmosphere in which experimentation

is encouraged at all levels and employees are empowered to make decisions about
their work. Such flexibility is required for a successful self-sufficiency strategy be-
cause workers must be able to customize the help and services they provide clients,
based on the client's needs and local resources.

The AFS organization has been flattened, with 50 percent of its managers and one
layer within its organizational chart having been eliminated. The role of remaining
managers has shifted to acting as facilitators in decision-making processes rather
than directing and controlling operations.

High-performance teams have been set up in branches, made up of workers at all
levels. using self-sufficiency outcomes as their focus, these teams have dramatically
changed client services at the local level and have implemented ideas leading to
greater efficiency and effectiveness.

The team-based approach has provided the flexibility needed to better serve the
diverse environments and populations in the state. Because of the "local control* na-
ture of the team system, operations and structures vary between branches and ad-
dress the unique nature of local communities and partnerships.



The agency is taking full advantage of partnerships with communities and private
sector.

Partnerships with local social service, employment, training and educational orga-
nizations are the foundation of Oregon's successful JOBS Program. At the local
level, partners plan how beat to design and deliver JOBS services in light of local
needs and resources, as well as state and federal guidelines. This collaborative proc-
ess has resulted in significant changes in many of the involved organizations. Rath-
er than "fitting" welfare clients into existing services, the services are being exam-
ined to see how they might be changed to produce better outcomes for welfare cli-
ents. In addition, this local planning has made the utmost use of available resources
and encouraged creative problem solving.

The private sector is a crucial resource in moving welfare recipients to self-suffi-
ciency, and Oregon is increasingly bringing the business community into its welfare
reform program. The newly implemented JOBS Plus component is a unique public-
private partnership, under which JOBS participants are placed in six-to-nine-month
on-the-job training positions in private businesses. Participants are paid at least the
minimum wage and are mentored in the workplace by another employee of the firm.
The goal is that participants will be hired into permanent, unsubsidized positions
with their JOBS Plus employer or that their JOBS Plus experience will enable them
to find work at another place.

JOBS Plus is still in its early stages in six pilot counties, but employers and cli-
ents are enthusiastic and discussions about expanding the program statewide are
underway in the current legislative session.
Oregon teens on welfare receive optimum attention.

From the beginning of its implementation, the Family Support Act targeted teens
as a high prionty. Under the original federal legislation that allowed states the op-
tion to concentrate services on teen parents, Oregon emphasized teens as its highest
priority, and the additional waivers obtained in 1992 permitted the state to reach
even higher numbers of teens.

Oregon believes it currently has the nation's best teen parent participation rate.
Nearly 90 percent of the state's teenagers on welfare are either in an educational
program or have received a high school equivalency degree.

One contributing factor is the state's tradition of stressing educational involve-
ment for teen parents. Under state law, local school districts receive twice the usual
amount of money from the state for each teen parent they are serving.

Perhaps most importantly, Oregon's outstanding record is the product of con-
centrated efforts aimed at the teen welfare population. AFS branch staff contact
every teen on their caseload to discuss his or her situation and find ways to engage
the teens in either education or employment preparation activities. Assessment of
the teens pinpoints their needs and local planning efforts have ensured there are
a range of programs available to provide the supports they require. Because of these
efforts, virtually every high school in Oregon now has appropriate education and
support services for teen parents, many including on-site day care.
AFS actively supports clients who are leaving welfare for employment, through finan.

ciai and other supports.
After a welfare recipient has found work and begins making the transition to life

off of public assistance, a number of difficulties can arise that serve to drive them
back onto the system. A key to controlling this return to welfare is arming clients
with all possible resources to solve the challenges they will face. AFS does this by
emphasizing the availability of support programs and helping clients obtain services
andbenefits through them.

Child care is seen as such a critical support to newly employed parents that the
state of Oregon has offered a day care subsidy program Employment-Related Day
Care or ERDC primarily at its expense since 1980. Under the present system, at
the end of a family's one-year stay on federally supported Transitional Day Care it
can be served by the state ERDC program as long as it qualifies. Because child care
is so crucial to a parent's ability to remain employed, Oregon believes the federal
government should adequately fund programs which serve to keep people in the
workforce.

The Earned Income Tax Credit can provide an important financial gain to fami-
lies, however it has, in the past been an under-used resource. Recognizing its im-
portance, AFS has trained its fleid workers about the program and explains the pro-
gram to clients involved in Life Skills and work search components. The agency also
assists employers in learning about the credit and how to handle the necessary pa-
perwork. &ur recent statistics show that use of the Earned Income Tax Credit in



76

Oregon has risen to nearly 75 percent from approximately 55 percent of those eligi-
ble over the past five years.

Oregon continues to expand and improve its child support enforcement program,
as a way to move clients off of welfare and prevent families from requiring assist-
ance. Collections under Oregon's program have increased 114 percent over the past
five years and the number of families served rose by 92 percent. The state has
shown its commitment to child support collection by passing a "new employee re-
porting" law requiring some employers to report new hires to the child support pro-
gram, as well as a law allowing the state to withdraw certain kinds of occupational
licenses for failure to pay child support.

Oregon is recognized as a leader in accomplishing most child support enforcement
actions without the time and expense of going through the court system and using
attorney's services. The "expedited processes" used in this state save money for tax-
payers and provide faster service to Oregon families in need of child support assist-
ance.

In working with its clients, AFS is placing added emphasis on the im ortance of
child support, as a way to provide income and to ensure legal rights or children
in the future. The value of establishing paternity and cooperating in locating an ab-
sent parent are stressed in worker discussions with clients. A number of branches
have specialists who can spend ext.a time with mothers to discuss the advantages
of child support, and help obtain information needed for establishment and enforce-
ment of child support orders.

The Oregon Health Plan, which provides medical coverage for all Oregonians
under the poverty level, has proved to be a valuable resource in preventing clients'
return to welfare. The plan takes over when a family's extended medical coverage
expires at the end of a year, and provides a safety net that averts the need for them
to quit a job in order to obtain medical care for themselves or their children.
Looking into the future:

The Oregon experience has shown that the current expansion and enhancement
of JOBS under its 1992 waivers has brought improved outcomes for clients. Under
these waivers, AFS can require continuous job seae-ch for JOBS graduates, require
participation in mental health or substance abuse programs and require younger
teens to participate in education services. Because of its success, the state wants
to maintain these exemptions from federal policy.

Looking to the future, the Oregon Option is the next logical step along the state's
reinvention path. This proposal now being negotiated with federal regulators, would
grant large exemptions from policy requirements in exchange for the state's commit-
ment to achieve agreed-upon results. This request for far-reaching federal waivers
would allow AFS to recreate the welfare system and free itself of many burdensome
federal requirements that do little to promote self-sufficiency.

Specifically, under the Oregon Option, AFS could:
* Require at least 70 percent of its caseload to participate in JOBS or JOBS Plus

by removing most exemption criteria (such as the age of the parent's youngest
child or distance from service providers);

* Expand the JOBS Plus pilot to the entire state. Require all teen parents to com-
plete basic education and live in a safe, suitable setting;
F Further change the focus of its work from eligibility to outcomes;

* Expand post-placement follow-up to help ensure job retention;
" Receive full federal participation for services that prepare clients for employ-

ment, and help them find and maintain work;
" Be exempted from federal quality control requirements;
" Raise the limits for assets and resources a client can have;
" Eliminate the "marriage penalty" under which two-parent families face stricter

requirements regarding eligibility and the amount of time they can work.
A major advantage of the Oregon Option as it is currently envisioned is the ab-

sence of the necessity for controlled experimentation methods. Historically, the re-
quirement for control groups and long-term evaluations is, in some cases, warranted
and valuable. However, an outcome-based, high-performance system must be dy-
namic in adapting to the needs of clients, local labor markets and changing re-
sources, something which is not possible under the constrictions of control group set-
tings.

IN CONCLUSION

Oregon, through the success of its JOBS Program and overall welfare reform ef-
forts, has demonstrated a commitment to moving people from welfare to self-suffi-
ciency. The state believes there are adequate resources in the present system to



move people forward, rather than simply maintaining them at steadily declining lev-
els of public assistance.

But until the rewards and consequences within the welfare system support a com-
mitment to moving people off welfare, resources will continue to be tied up in com-
plicated eligibility systems, where quality control will concern itself with what hap-
pens to people who are on welfare and neglects what is happening to get them off
the system.

Redirecting the focus of resources will take courage and creativity at every level.
Policy will need to support innovaticn and customization of services for clients. It
must be driven by outcomes, rather than used to define and control processes. There
must be continuous redesign and re-evaluation of services, reflecting an urgency in
obtaining results. Federal resources should support people getting off welfare and
remaining employed rather than maintaining people within a life of poverty.

PREPARED STATEMENT OF SENATOR DANIEL PATRICK MOYNIHAN
The basic question facing this Committee is whether we should scrap the Family

Support Act, which passed the Senate in 1988 on a vote of 96-1 and embark on
a new, untested, course to reform welfare. In my view, that would be a serious mis-
take.

To begin with, such evidence as we have suggests JOBS is working. The results
from California and Florida show that it has increased earnings and reduced case-
loads.-The effects are not large, but then we didn't expect them to be large. Indeed,
the 'research evidence presented to thii Committee seven years ago by the Man-
power Demonstration Research Corporation and others made it clear that the effects
would be modest. Furthermore, Larry head's recent findings suggest that JOBS,
where seriously implemented, can have a significant impact in holding down case-
load growth.

Second, we don't have any evidence to support new approaches to welfare reform.
Indeed, says James Q. Wilson, the current welfare reform proposals are "in large
measure based on untested assumptions, ideological posturing, and perverse prior-
ities. Some may feel that the priorities are not perverse, but they would have to
agree that the assumptions are untested.

Finally, as one of today's witnesses, Judy Gueron, said recently, "unless JOBS
works better, most of the next-stage activities now being discussed will have high
risks." Unless more welfare mothers get the training they need and find jobs, many
of them will come to the end of the time limits, at which point we will either have
to create government jobs for them, which is expensive, or we will simply have to
cut them off public support entirely. That too is no answer-although it seems to
be the current enthusiasm among some on the House side.

The better way, it seems to me, is to build on the JOBS program so that it works
better. That's not as dramatic as denying benefits to millions of families and saving
billions of dollars, but in the long run, it will serve us better.

PREPARED STATEMENT OF SENATOR JOHN D. ROCKEFELLER IV

Mr. Chairman: Promoting work for families on welfare is the key to genuine re-
form. I am delighted that you are holding this hearing today with a range of experts
on this central point of how to move parents from welfare to work.

I look forward to the testimony, and appreciate how these hearing have provided
a real opportunity to focus on the major issues and real facts rather than rhetoric.

I believe in work-and I want as many welfare parents as possible working in
private sector jobs. But because my state of West Virginia facing chronic unemploy-
ment problems, I also want to explore the issue of community work when private
sector jobs just are not available. As Governor, I supported the Community Work
Experience Program (CWEP) because I personally believe that it is good for adults
to get up and go to work, and good for their children to watch their parents get
ready for work.

My view is that our welfare system hasn't kept pace with fundamental changes
in our society. As is well known, when our welfare system was first created, its goal
was to allow widows to stay at home with children instead of working. But at that
time, mothers were not expected to work in general. In just a few generations our
world has changed dramatically and women have joined the workforce in record
numbers. According to the 1990 Census, over seventy percent of mothers with chil-
dren six year old or older, are working mothers. If most mothers are working to sup-

93-319 0 - 95 - 4
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port their children, it is understandable that the American public expects mothers
on welfare to work as well.

I hope today's hearings gives us the information and ideas we need to develop a
bipartisan welfare reform bill that truly promotes work, and gives states incentives
to find jobs for adults, and not just force families off the welfare rolls to meet unre-
alistic participation rates.

Families need support to move from welfare to work. States deserve broad flexibil-
ity and incentives to promote work. The business community must be tapped to help
produce the private sector jobs and transition we need. Today's hearing is a great
opportunity to discuss how we can achieve such goals.

PREPARED STATEMENT OF GERALD M. SHEA

Mr. Chairman and members of the committee on behalf of the AFL-CIO, I thank
you for the opportunity to share our views with the Committee. The testimony is
primarily devoted to the focus of today's hearing-the process and prospects of mov-
ing people from welfare to work. The testimony concludes with some observations
on other aspects of welfare reform.

While the AFL-CIO agrees with the bi-partisan view that the present welfare sys-
tem must be reformed, we are strong in our position that reform must include a
comprehensive job creation and workforce development strategy. In that way, unem-
ployed and under-employed Americans will be prepared to end their dependence on
welfare and secure real jobs with decent wages and benefits. We believe it is the
responsibility of all local Institutions under the strong and clear direction of the fed-
eral government, to collaborate in addressing the needs of low-skilled and displaced
workers, including those on welfare.

We recognize the task will be difficult, following a decade when many workers
have been forced from good paying jobs to minimum wage employment with no ben-
efits and few opportunities for advancement. The downgrading of both the supply
and quality of jobs continues to hamper the traditional progression of some welfare
recipients into entry-level jobs, as many of those jobs are now held by displaced
workers.

JOBS AND THE ECONOMY

Despite the modest improvement in the U.S. economy, over the past several years
eight million Americans have lost their jobs. More than seven million others are not
counted on the unemployment rolls because their earlier job searches proved fruit-
less, or they are working part-time jobs in the absence of any available full-time
jobs.

U.S. employers continue to downsize. During December, they eliminated an aver-
age of 20,000 jobs per week. And while the recovery has brought some rebound in
A creation across all sectors of the economy, over a third of displaced workers are
now working at substantially lower wages and reduced benefits, and another third
are unemployed or have dropped out of the labor force.

Along with the millions of workers who have been forced into part-time jobs be-
cause they are unable to find full-time work, more than 30 million other workers,
over 25 percent of the entire workforce, are "contingent" workers who have only
temporary jobs. These workers go from one employer to another for short irregular
periods of time. A measure of the growth in the contingent work-force is found in
the remarkable fact that Manpower Inc. is the single largest employer in the United
States today.

The lack of decent job opportunities today is very real. New York City lost 500,000
jobs between 1987 and 1992. From January 1993 to April 1994 only 35,000 jobs
were added to the city. The labor market was so constricted during 1992 and 1993
that 26 percent of those who exhausted their unemployment benefits (both regular
and emergency) received public assistance within a year, according to a survey of
unemployment insurance claimants by the New York State Department of Labor.
Furthermore, according to a survey by Philip Harvey, a visiting scholar at the Rus-
sell Sage Foundation, the i mber of people looking for jobs in New York City ex-
ceeds the number of jobs by at least 7 to 1.

WORKER PROTECTIONS AND PARTICIPATION

The central goal of welfare reform should be on locating and creating
unsubsidized private and public sector jobs so that welfare recipients can become
self-sufficient. Rigidly high work requirements ignore local labor market conditions
and recipient skill levels and needs. They would undercut the objective of developing



private and public sector job opportunities because they would force states to con-
centrate on large-scale unpaid public workfare programs. The also could lead to
large numbers of subsidized welfare recipients flooding into the Tow-wage labor mar-
ket.

The potential for large scale displacement of current workers from both public and
rivate sector jobs is enormous. The result will be a far worse situation than we

gave today if we take the permanent jobs of one group of workers and turn them
into unpaid workfare assignments or subsidized welfare jobs.

It would compound the problem if crucial anti-displacement protections, which
have been part of federal work programs for over 20 years, were omitted. These
anti-dis lacement protections are essential in order to avoid increased job loss by
those already at work.

Even the strongest anti-displacement language, however, will not head off consid-
erable dislocation of workers and jobs unless the number of people to be absorbed
in the workforce is kept to a manageable size.

Forcifn. large numbers of people into subsidized work would further depress the
plummeting wages of low-skilled workers. At the very least, welfare reform should
maintain basic labor standards, including adherence to the Fair Labor Standards
Act. Ideally welfare reform should estabaish clear requirements for equal pay and
benefits for equal work.

One of the most troubling trends in the American economy is the increase in the
percentage of workers who work full-time, but cannot lift their families out of pov-
erty. The minimum wage is overdue for an increase. We certainly hope that this
Congress can find the same bi-partisan spirit that moved the Congres in 1989 to
pass, and President Bush to sign, a ninety-cent increase in the minimum wage-
such as has been proposed in this Congres& The minimum wage has lost much of
its purchasing power in the last six years. An increase would certainly ease the
transition from welfare to work.

Additionally, federal welfare reform can help to avoid the destructive by-products
of displacement and wage depression through requirements for the involvement of
local unions representing effected workers in the design and operation of local work
programs. We strongly believe that if you encourage the positive participation -of
local unions they can become an important asset in developing constructive ideas
for local wor activities.

There are a number of ways to achieve this goal. One is by establishing commu-
nity boards with broad-based representation, including labor, to develop local work
projects. This will ensure that decisions about work assi ents are not made ex-
clusively by employers who may see holding down and shifting their labor costs as
their primary objective. Another way is to require pior notification and union
agreement to placements in bargaining unit work. This will ensure that displace-
ment is avoided and local collective bargaining arrangements are not adversely af-
fected by welfare work programs.

COORDINATION WITH OTHER JOB & TRAINING PROGRAMS

An expanded and strengthened obs pr mst be available to all Aid to Fami-
lies with Dependent Children (AFDC) recpients and applicants. In today's competi-
tive global economy, it is clear that a well-educated, well-trained workforce is essen-
tial to the nation's economic security. It is vitally important that we continue to de-
velop a national training system where the federal government sets high standards
of performance and accountability in a programni aimed at local labor market needs.
Any attempt to scale back these kinds of employment and training programs would
be counter-productive.

Welfare recipients should have the same opportunities to improve their economic
prospects as other workers. They should not be prejudiced by their welfare status
in looking for work.

To this end, federal welfare-to-work programs should be coordinated with other
existing labor exchange and job training systems through such mechanisms as one-
stop career centers which serve all job seekers equally. Greater coordination with
local Employment Service offices with their labor market information, job develop-
ment and referral services should be required. In many communities, especially
more rural areas, these offices are the main labor exchange services.

WORK ASSIGNMENTS

Work advisory boards consisting of representatives from business, labor, non-prof-
it organizations, elected officials and community leaders, should be established in
each local area to provide advice and guidance in the administration of the program.
The program requires the establishment of cooperative arrangements, strong link-
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ages and active participation with the Employment Service, other employment pro-
grams, housing programs, business, labor and all other appropriate entities.

We support a goal of implementing a process to identify and create temporary
subsidized work positions. However, we believe the program's priority must be di-
rected toward locating and creating unsubsidized jobs that enable recipients to be-
come self-sufficient and free of welfare dependency.

TIME LIMITS

Although we support the goal of enabling welfare recipients to become self-suffi-
cient, we assert the necessity of providing the necessary support services, the avail-
ability of jobs, and the adequacy of education and training programs. Without any
of these, an arbitrary time limit is likely to create a lot of hardship for innocent
victims.

A lifetime limit on assistance is especially troubling for a number of reasons.
First, it completely ignores the lack of real job opportunities in many poor commu-
nities. Second, it unfairly ignores the very real work effort made by many low-wage
women workers who have to resort to welfare during obless periods. Third, it penal-
izes the children of individuals who, for a variety of reasons, may have great dif-
ficulty in holding down a steady full-time job. Finally, it will shift an increasing bur-
den onto to local communities which do not have broad enough tax bases to finance
assistance for their destitute residents.

We strongly urge you to require states to set timetables and goals for individual
recipients. These goals should be realistic and reasonable. What is important is for
the local welfare offices to focus on moving people into jobs, not that each and every
recipient be subject to a fixed and limited amount of time.

CHILD CARE

AFDC is a benefit being received by approximately 14 million of the nation" poor-
est individual--over 9 million of whom are children. By and large their parents are
single, low-skilled individuals whose primary job prospects are in the low-wage labor
market which pays poverty w"ae and no benefits. These families do not have the
advantage of two parents working together to earn a living and raise the children.

Child care costs can be $4,000 to $ 000 a ear per child, and a minimum wage
job pays $8,840-a clear indication of the nee to subsidize the cost. If a parent has
to pay medical costs also there is virtually nothing left on which to live.

Medical care and child care should be equally available to welfare recipients and
all low-wage workers based on a sliding fee schedule instead of a defined period of
time after a woman leaves welfare. This stratev would eliminate a troubling in-
equity in which someone leaving welfare is perceived as receiving preferential treat-
ment over a similarly placed worker who is not a former welfare recipient.

FOOD STAMPS

The AFL--CIO is opposed to measures that would return the food stamp program
to its pre-1990 status as a capped entitlement. Under current law, food stamps are
an entitlement-anybody who meets e ability requirements receives them. Under
a cap, ftiod stamps allocations would be fixed. If an economic downturn occurs, work-
ere who are eligible would receive proportionately fewer benefits or none at all be-
cause of the possibility of funding depletion unless Congress approves a supple-
mental appropriationsbill.

FINANCING

Block Grants
The House welfare bill converts the AFDC program into a block grant and freezes

the funds for five years. The grant would not grow from one year to the next to ac-
commodate economic fluctuations, changes in wealth, or population. If the next five
years look anything like the last five years, states' need for federal aid to mitigate
the effects of economic slowdowns will recur, but the amount of federal aid would
remain unchanged from the 1994 level.

States that experience economic slowdowns relative to their 1994 performance
would be particularly hard hit by this proposal. This is because they would be tied
to a grant level awarded during an economic recovery which would not be adequate
to provide sufficient assistance during a recession. If the size of the grant does not
grow, it will never meet the needs of future recessions.

The block grant proposal would abandon a 30-year-old effort to create an efficient
and highly sensitive method for sharing resources between rich and poor people and



states. States that become poorer relative to other states through recessions and
other cyclical changes would be hurt the most.

For example, many southern states historically have been poorer than the na-
tional average, and the federal government has played an important role in provid-

:ig them extra federal payments to help them progress. The AFDC program has
been an important part of this strategy.Additionally in any given year1 individual states may experience difficult times.
The current AFDC program effectively addresses this problem by adjusting annually
for changes in a states relative wealth. When the Texas economy hit hard times,
its federal match rate increased (from 54 percent in 1986 to 64 percent in 1992).
If AFDC were to become a block grant, the unique ability of the federal government
to perform this function will be lost.

If AFDC becomes a block grant, recessions will be deeper last longer, and do
more long-lasting damage to their victims. Providing increased federal aid to states
during recessions is an efficient, effective, and appropriate role for the federal gov-
ernment. Automatically linking the aid to AFDC caseload sizes that result from rel-
ative economic conditions assures that the aid goes to the states and individuals
that need it most at any given time.
Legal Immigrants

The AFL-CIO is concerned that efforts to reform the welfare system could include
the restriction of benefits to immigrants who are legally in the United States. We
believe it is unacceptable to finance a program aimed at reducing poverty by creat-
ing and exacerbating poverty in our ethnic communities.

Immigrants generate almost $300 billion in income and pay more than $70 billion
in taxes. Only 2.3 percent of immigrants who come to the U.S. to join their families
use public benefits, compared to 33 lpermnt of the native born. Citizens who legally
bring their family members to theu.S. pay billions in taxes to support other Amen.
cans but their own families will have nowhere to turn when they get laid off or
face iard times.

The AFL-CIO has consistently opposed all government action which stigmazes
and penalizes immigrant workers and their families. Scapegoatin immigrant work.
ers will be counterproductive and divisive to our society. Hiatoncally, the general
deterioration of employment opportunities and wages is brought on, not by immi-
grants, but by faulty and discredited economic and social policies that affect all
Americans.

CONCLUSION

As we move in the direction of changing America's welfare system into a structure
that helps people move into the workfore and off the welfare rolls, we must remem.
ber that tens of millions of Americans at one time or another need, and qualify for
help. Simple slogans and poorly conceived and rigid rules will not reshape waefr.

Adults want to work and the children and their parents would be better off if de-
cent jobs with living wages were available. That is the key to helping families be-
come self-sufficient.

PPARE STATEMNT OF LAwRENCE E. TowNsEmN, JR.

GENERAL COM31NT

Good morning, Honorable Chairman Packwood and Members of the Senate Com-
mittee on Finance. In California, the )obs program is called GAIN, which stands for
greater avenues for independence. Riverside is one of the counties included in the
Manpower Demonstration Research Corporation (MDRO) study of California's GAIN

program. The September 1994 MDRC report includes the statement that Riverside
county aGAIN Program "produced the most impressive results ever found for a

large-scale welfare-to-work program."
Before sharing with you what is unique about Riverside's GAIN Program and how

our success can be translated to the jobs program, I would like to speak briefly
about the September 1994 MDRC report and the importance of the jobs program
as part of welfare reform.

One important result discussed in the report is that over the three year period
of the study, MDRC found that single parent families receiving GAIN services in
Riverside County had 49% more earned income than those in the control group who
did not receive GAIN services and that they had also received 15% less in AFDC
payments. Additional detail is available by reviewing the MDRC tables which follow
my written comments.
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Another important result in the report is a benefit-cost analysis which shows
what MDRC called an "exceptionally large" return on investment in Riverside's
GAIN program from the perspective of the government budget. This return was
$2.84 for each net dollar invested for single parent families, which make up over
80% of the AFDC population, and $1.61 for each net dollar invested for two parent
families.

As important as the results just described are the lessons which we can learn
about welfare-to-work programs by examining the success of Riverside's employ-
ment-focused GAR program. These include:

" an employment-focused program can be cost effective
" a lower caseload does not necessarily lead to better results
* long-term welfare recipients do not require lengthy and costly programs to enter

employment
San emjployment-focused program can be successful for AFDC recipients without

targeting any client groups
* success of an employment-focused program is not inhibited by a high local un-

employment rate
" an employment-focused program can be successful across ethnic groups
" success in an employment-tocused program is greater and more cost effectivewith single parent families on AFDC than with two parent families on AFDC
" a successful employment-focused program does not eliminate the need for AFDC
As successful as Riverside's program is, it is likely that it would be even more

successful if AFDC recipients had not had the employment disincentive of a 4-month
limit on the AFDC earnings exemption and if GAIN participants had not had the
option as a result o? state statute, to defer their participation by working as little
as 16 ours a week.

Since the end of the study period, California has elimin,,ted the 4-month limit and
made other changes to reduce the work disincentive in the AFDC program. In addi-
tion, the GAIN advisory council, convened by Governor Pete Wilson and consisting
of Representatives from county welfare departments and various state organizations
concerned with California's GAIN program recently developed 27 recommendations
for improving California's GAIN program. I understand the Governor's staff is pre-
paring a proposal for consideration by the state legislature which would implement
many of these recommendations, including the elimination of the 16-hour work de-
ferral.

WELFARE REFORM AND THE JOBS PROGRAM

While for some families, AFDC is a necessary way station on the road to self suffi-
ciency, for others it is a step toward long term welfare dependency. In some cases,
that welfare dependency lasts for generations.

While I am prepared to share with you whatever detail you desire regarding Riv-
erside Coty's perspective on welfare reform, I will limit my comments to the im.
portance of the existence of a federally mandated properly focused, and adequately
funded jobs program. If designed properly, the jobs program can be one of the best
vehicles for assisting those who are AFCependent to successfully traverse the
road to self sufficiency.

A well designed jobs program should:
* require the participation of all able adult AFDC recipients,
* set clear performance standards, based on outcomes rather than process, and

perhaps most importantly1
• be focused on AFDC recipient. securing paid employment as quickly as possible.
such a system can be cost effective as demonstrated in Riverside county's GAIN

program.

RIVERSIDE COUNTY'S GAIN PROGRAM
While I do not profess that Riverside County has a final solution to welfare de-

pendency, I do believe the design and implementation of GAIN in Riverside County
corporates approaches which can be duplicated at other sites and which may lead

to the kind of success documented by the MDRC study.
Because implementing legislation for California's GAIN program gave consider-

able discretion to individual counties regarding how to operate GAIN, Riverside
C, ounty's program was relatively distinct at its inception from other GAIN programs
in Caliornia.

I believe several things have contributed to Riverside's success. First, is the un-
der'ng phio sopy and ideology. Second, is a set of three key progam elements
which can be duplicated elsewhere. Third, is a brief listing of leadership techniques
which can be used to empower staff.
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PILOSOPHY AND IDEOLOGY

There is a foundation of beliefs upon which the employment focused program in
Riverside County is based. These include the following.

" Work is inherently good for individuals and each day in employment is a good
day
Employment provides individuals with: pride in earning all or part of their sup-
port; an opportunity to discover unsuspected abilities and skills; a chance to be
a better role model for their children; and, hope for a better future.

" There is no magic bullet or ultimate job for each client
Earnings from the starting wage level of a job should not be compared with the
welfare payment level to determine whether the job should be accepted. The ini-
tial hourly wage on the first day of employment is just the beginning of oppor-
tunity. The important story is that the new employee has a chance to learn de-
velop, discover abilities, prove his or her worth to an employer, earn pay in-
creases and promotions, or move on to another job.
In America's past there was a belief that if you worked hard, did good work,
and were reliable, you would eventually prosper. This belief is still valid today.
Proof of this is evident in the success of our GAIN clients.

" Employment is a gradual socialization process
Employment, however modest, teaches and reinforces very basic, yet essential,
skills necessary for acquiring and retaining employment that many people take
for granted but not all of us have, such as: setting the alarm clock; getting to
work on time; accepting supervision; learning to complete tasks reliably; getting
along with coworkers; and, dressing appropriately for work.

If an initial job placement is not sucoesfl, it is not viewed as a failure in our
GAIN program, but, rather, is examined as an opportunity rich with lessons regard-
ing how the GAIN participant might be successful in the next job.

" All individuals have promise, abilities, and potential for a new future
Most AFDC clients do not want to be on AFDC. Rather than be labelled and

laoed in categories or target groups, all AFDC clients should be equally served
the jobs program and efforts should be made to move all AFDC clients into

employment and out of welfare dependency as soon as possible.
" More AFDC clients can be served if each can be served less expensively.

The *pareto principle,* espoused by nineteenth century economist Vllfiedo Pa-
reto is that, in any human activity, people spend only 20% of their time doing
work which yields 80% of the results. In Riverside County, we apply this con-
cept by focusing our efforts on the activities which are most likely to result in
our clients obtaining paid employment.
By combining the Apareto principle* with the philosophy of achieving the great-
eat good for the greatest number, we are limiting our expenditures per individ-
ual by moving clients though our system more quickly thereby enabling us to
assist a far greater number of clients in achieving a future of paid employment.

" Some clients need more encouragement than others to participate
Some AFDC clients resistparticipation in GAIN. For some of these AFDC cl-
ents, once they understand their participation is mandated, they dive into the
process wholeheartedly. Some of our most interesting success stories are indi-
viduals who were initially hesitant about participating.
A small proportion of able-bodied AFDC clients believe society should support
them. For this small number sanctions may be necessary. If, after extensive
counselling, p leading, offers of assistance in person, by letter, and by phone, we
continue to be met with nono ration, we sanction the recalcitrant clients.
While sanctions are applied to on a small proportion of the caseload, the exist-
ence of sanctions is important to the success of our approach.

THMz MEY PGRIAM Auz
There are three maJor program elements which are instrumental to the success

of our program.
Employment focus:

All GAIN staff receive a strong and unequivocal message that the purpose of
the GAIN program is to assist clients in becoming deployed. GAIN counsellors
are expected to each make 12 job placements per month.
Our work with GAIN clients is fo sed on helping them learn to understand the
benefits of working, to recognize their own values and abilities, and to market
themselves. In addition they are taught how to locate and secure employment
independent of our GAIN staff in the future.

Participation:
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GAIN clients are approached by staff with the objective of securing the client's
enthusiastic participation. We sell the clients on the benefits of participation
and the seriousness of their responsibility to their families.
We do consider their participation to be mandatory and, if necessary, we do en-
force participation.

Job development:
We have specialized job developers aggressively involved in locating job vacan-
cies and recruiting employers. The job developers view both the potential em-
ployers and the GAIN participants as their customers. we do extensive screen-
ing of GAIN participants prior to referral in order to ensure the employers will
continue to perceive GAIN participants as a valuable resource.
As an augmentation to the job developers all staff from the clerical level to
the department director act as volunteer job developers by identifying available
jobs in the community. In addition, at one stage of the GAIN process, all partici-
pants are working to identify jobs available in the community. If the jobs they
identify are not suitable for them, they make the information available to other
GAIN participants.

81.ELCMD LEADERSHIP STRATEGIES
•Leading by exampleFrom the earliest stages of planning for the GAIN program through today. I

visibly demonstrated to staff my belief in the value of employment, in the GAIN
program as a means to help AFDC clients become employed and reduce their
dependency on welfare, and in the crucial value of the GAIN program to the
community.

Some actions taken to accomplish this objective include attending staff training
sessions, making regular visits to the district offices, and chairing large group dis-
cussions on the GAIN program where we discuss the value of the program to the
participants, taxpayers, society, and future generations.

* Leading by expectations
While the GAIN program has many components and processes, we recognize
them as the means and not the end. In order to keep staff focused on the end
goal, job placements for GAIN participants, I established written performance
standards in which job placements are the p imary measure of success. While
I set the goal higher than any of the staff thought reasonable, 12 job placements
per month, .the vast majority of GAIN counsellors regularly exceed the stand-
ard. In addition to individual standards, the GAIN program as a whole is re-
quired to make 9,000 job placements per year.
. also established an expectation that staff hired in GAIN would have several
important characteristics. They must be top performers from other program;

- they should not have had failures in their own employment history; they should
be well groomed; they should have a positive and enthusiastic disposition. Ex-
tensive training is provided for GAIN staff to increase the likelihod they can
meet the performance expectations.
Leading by getting out of the way
While GAIN staW have been given certain parameters within which they must
operate, they have been encouraged to experiment to determine what works
best for them and to share the results with others. They have been told that
the bottom line expectation is job placements and have been held accountable
for productlvity and acknowledged for their success. Recognition awards for
high productivity are used' extensively.

Attachments:
I. Summary Tables-September 1994 MDRC Report
II. Job Placements and Grant Terminations in Riverside County
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ATTACHMENT 11

AN OVERVIEW OF RIVERSIDE COUNTY GAIN
JOB PLACEMENTS AND GRANT TERMINATIONS

DURING THE PERIOD JULY 1993 THROUGH JUNE 1994, RIVERSIDE COUNTY'S
GAIN EXPENDITURES WERE $10,217,849. DURING THIS PERIOD, THERE WERE

Z,084 GAIN JOB PLACEMENTS AT A COST OF 11,442 PER PLACEMENT

1,229, GAIN AFDC GRANT TERMINATIONS AT A COST OF $5,297 PER
TERMINATION

AS A RESULT OF AN IN-DEPTH REVIEW OF ALL GAIN JOB PLACEMENTS IN TWO
CONSECUTIVE MONTHS THOUGHT TO BE TYPICAL DURING THIS PERIOD, IT WAS
FOUND THAT:

AFDC TERMINATION OCCURRED WITHIN THREE MONTHS OF JOB
PLACEMENT EOR.27% OF THE CASES

AFDC TERMINATION OCCURREWITHIN TWELVE MONTHS OF JOB
PLACEMENT FOR 58% OFTHECASES-

BY USING RIVERSIDE COUNTY'S GAIN IMPACT TRACKING SYSTEM, IT WAS
FOUND THAT:

TWELVE 4ONTSH AFTER AFDC TERMINATION, 68% OF THE TERMINATEO
CASES REMAIN OFF AID



COMMUNICATIONS

STATEMENT OF THE AMERICAN FEDERATION OF STATE, COUNTY AND

MUNICiPAL EMPwYs
The American Federation of State Countt and Municipal Employees (AFSCME)

submits the following statement for the hearing record on welfare reform.
AFSCME represents approximately 1.3 million members who work in state and

local governments and private non-profit agencies. Our membership ranges from
highly trained professionals and technicians to lower skilled low-wage and part.time
employees. For some of our members, joining AFSCME offered a way off welfare be-
cause they earned so little they qualified for food stamps.

Among our members are approximately 76,000 social service workers nationwide.
Many are intake workers and caseworkers in the Aid to Families with Dependent
Children program (AFDC), )ob counselors in the employment service offices, and
food stamp and medicaid eligibility workers. They sit at the center of the current
debate, trying their best to r Arry out policies made in Washington D.C. and state
capitols and to help the people who enter their offices. Yet the public leaders who
talk about welfare reform jive them little if any, support or worse yet, attack
them-even as they face an increasingly difficult yob with fewer resources and dwin-
dling support.

The welfare system has changed dramatically since the late 1970s when case-
workers could coordinate services for and help their clients. Caseloads climbed dra-
matically during the 1980s because of recession, dramatic increases in the contin-
gent workforce, and constricting eligibility rules under state unemployment pro-
grams. Simultaneously, federal policies changed to require local welfare offices to
make eligibility verification and detection off raud and abuse priorities over case
management.

Budget cuts through the last decade compounded these problems by leaving wel-
fare offices with reduced capacity to provide the services. For example, in urban
areas in Ohio caseworkers routinely handle 450 caes or households. When the en-
tire household is considered, the number of persons for whom a caseworker is re-
sponsible doubles or triples.

Real welfare reform requires a commitment to reinvest in local welfare offices and
simplify complex, confuiing, often conflicting, requirements. Front-line workers
must be empowered to help welfare recipients who can work to find jobs that pay
living wages. Securing the active and meaningful involvement of front-line workers
is a critical component of reinventing and changing the culture of local welfare of-
fices.Real welfare reform also cannot simply focus on changing the AFDC program. In
particular, we do not think that significant changes in behavior can be achieved by
using negative incentives which deprive children of st minimum level of cash assist-
ance because of the actions of their parents. Among such proposals are those that
would deny assistance to any child who is born while the family is on welfare, whose
mother was under 18 at the child's birth, or for whan paternity is not established.
There is little evidence to support the effectiveness of such a strategy, and much
harm than can come to young children.

AFSCME does not take issue with expectations for responsible behavior by wel-
fare recipients, and indeed by every member of our national community. But real
welfare reform is about children and jobs, and hope and opportunity must go hand-
in-hand with responsibility.

That is why we believe that real welfare reform nmuat include a comerehensive
job creation and workforce development strategy leading to real jobs with decent
wages, health care, and child care for all unemployed persons including those on
welfare who can work. Low income and poor women must have health coverage and

(88)
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good quality child care for their children in order to work. A safety net of last resort
cash assistance must be preserved for children whose mothers cannot find jobs.

WORK REQUIRME AND TIME LIMITS

A welfare system centered on work is fully consistent with AFSCME members'
values, but a work program which devalues workers and destroys jobs is not.

The vision of work in the House bill is at once too limited and too extreme. On
the one hand, it fails ;o recognize the complex factors which cause many families
to seek last resort cast assistance and lacks any real job creation strategies. On the
other hand, it forces states to implement a full-time public sector workfare program
of unprecedented magnitude.

Low income and poor women seek cash assistance for their families for many rea-
sons. A very small percent" enter the welfare system and remain continuously for
five years or more. Many ofthem live unstable lives in communities with very high
unemployment. Some, mothers function at marginal levels which are not severe
enough to quali* them for disability benefits. They may not be able to meet a full-
time requirement because of personal handicaps, grinding poverty which deprives
the mother and her family of the stability to support sustained full-time work, or
a lack of child care. As a result, a full-time work requirement will simply force these
families off of welfar*, but not necessarily into employment.

The vast majority 4 welfare recipients, however, leave welfare within two years
but half of those rettrn within two years. The reasons include low educational and
skill levels; declining wages at the bottom of the economic ladder, a shift from high-
er paying, more stable manufacturing jobs to lower iw.ess stable service sector
jobs; a lack of job opportunities in areas of chroncealy high unemployment; and,
more recently, the trmsfer of government functions to private contractors who pay
their workers minimum wages and no benefits.

These economic forces, combined with constricting state eligibility rules in the un-
employment insurance (UI) program, have substantially reduced jobless protection
through the unemployment program in ways that disproportionately hurt women in
unstable, low paying jobs and single mothers. As a result, many low wage women
workers appear to use AFDC as a substitute for the unemployment insurance pro-
gram

A March, 1994 report entitled Income Insecurt: The Failure of Unemployment In-
surance to Reach Wor*ing AFDC Mothers issued by the Institute for Women's Pol-
icy Research (IWPR), documented the relationship between welfare, work and un-
employment insurance. It fond that women on AFDC during the two-year study
period who did not receive UI benefits exhibited just as much work effort as AFDC
mothers who did receive UI. In ad.idon, those who received UI benefits were more
likely to live in states where the UI system covered more of the unemployed and
had fewer months on AFDC.

In view of these facts a lifetime limit on AFDC payments and a 35-hour-per-week
workfare requirement do not reflect the real-life experiences of many welfare recipi-
ents. They unfairly ignore the substantial work effort of these women and the insta-
bility and inadequacy of the low wage labor market.

A policy which favors work at the expense of education and training and which
requires 36 hours a week in workfare assignments in exchange for welfare benefits
also ignores the needs of these women worker. Running workfare programs for
them would be a wasteful way to allocate limited program funds when they really
need jobless protection during periods of unemployment, education and training for
better Jobs, and work supplements to help them remain employed in low wage pri-
vate sector jobs.

Clearly, we must make every effort to help welfare recipients got private sector
jobs, but what happens if they can't get jobs because they lack skills, they don't get
effective job search assistance, or no suitable jobs exist?

The lack of decent job opportunities is very real. For example:
* New York City lost 600,000 jobs between 1987 and 1992 while generating only

about 86,000 between the beginning of 1993 and April, 1994. The labor market
was so constricted during 1992 and 1993 that 26 percent of those who ex-
hausted their unemployment benefits (both regular and emergency) received
public assistance within a year, according to a survey of unemployment inur-
ance claimants by the New York State Department of Labor. Furthermore, ac-
cording to a survey by Philip Harvey, a visiting scholar at the Russell 'Sage
Foundation, the number of people looking for a job in New York City exZeeds
the number of jobs by at least 7 to 1. (Newsday, December 11, 1994)



" In New York City's Parks Department the rate of full-time, permanent job
placements in a selective program for 236 people was only 16 percent.
(Newsday, December 11, 19W4

" According to the Employment and Training Institute and Social Science Re-
search Facility, University of Wisconsin-Milwaukee, in the week of May 23,
1994:
---the 16,790 full-time job openings available in the Milwaukee metropolitan

area represented about one-third of the jobs required for the 54,400 to 56,500
persons seeking or expected to work including unemployed workers and
AFDC and food stamp recipients considered able to work. Full- and part-time
job openings totaled 30, openings or 56 percent of the jobs needed for the
Milwaukee metropolitan population expected to work.

-- in the Community Development Block Grant neighborhoods of Milwaukee,
there were approximately 8 unemployed workers for every job opening, while
the number ofjob seekers and job openings was much more balanced in the
rest of the metro area.

Instead of real jobs and an improved and integrated workforce development strat-
egy, the House bill will lead states to set up and run a massive public sector
workfare program for 1.5 million welfare recipients.

These workfare assignments are not real jobs. Under workfare, women receiving
welfare benefits would have to work 35 hours a week without any employment
rights in order to receive an AFDC grant which in the t pical state is equivalent
to about $2.42 an hour for a family of three and in Mississippi, the lowest benefit
state, would be $79 per hour.

We have no recent experience with creating such a large work program, The larg-
est public sector work program was the Comprehensive Employment and Training
Act (CETA), which enrolled 739,000 people at its peak. At the time, approximately
one out of every 20 state and local government workers was supported by CETA,
and in some jurisdictions the ratio was as high as 1 to 6. CETAbuilt on existing
government personnel structures and employee 1 with a wide variety of skills
in a wide variety of jobs. In contrast, the House bill could cause states to have to
place twice as many people, mostly in low-skilled work.

It will be lpinssibleto operate a massive workfare program without destroying
decent paying, lower skilled jobs in the public sector and contributing to a further
decline in wages and benefits. Over time, local government officials can be expected
to replace good paying jobs with workfaree" workers, thereby reducing the number
of good jobs available to lower skilled workers. Studies of CETA documented the
substitution effects of running a work program over an extended period of time. In
addition, the presence of a large pool of virtually unpaid labor will depress wages
and benefits for other workers.

AFSCME has extensive experience with displacement problems presented by local
work programs. For example, in 1985, the union won an arbitration case in which
it claimed that the state of Pennsylvania had assigned approximately 1,000
workfare participants to perform such necessary functions as filng pothole open-

gmall, and proceing AFDC case file, functions that would have been perormd
by state employees in the absence of the workfare participants.

However, employers often have prevailed in displacement challenges. For exam-
ple, in a 1986 court case in Lackawanna, New York involving 26 laid- ff employees,
the judge rejected the union's claims of substitution even though one of the employ-
ees could not find work, eventually went on welfare, and was assigned to work off
his grant doing the same work he had performed as a city worker for three years.

The House bill fails to include the Family Support Act provisions which prohibit
displacement of workers and jobs. As a result, employers will be able to layoff work-
ing people and convert their jobs into unpaid work. They also will be able to fi
unfilled vacancies with women working off their welfare benefits. City agencies in
New York estimate job openings due to turnover to be between 100,000 to 150,00
a year. In theory, every one of those real jobs could be transformed in workfare as-
signments (although the reality is that many may not be low skilled jobs).

The absence of any anti-displacemenL protections means that state and local gov-
ernments will be able to shift the cost of government services to the federal govern-
ment by assigning workfare participants to exis job vacancies, instead of hiring
unemployed workers and expanding employment. Employers are more likely to rely
on mothers working off their welfare benefits than hiring other low-skilled workers
because there are virtually no labor costs for them. Jobs would be destroyed, and
working people would have to go on welfare. This is a totally self-defeating approach
which fll deepen the poverty of the working poor and intensilr resentment against
the welfare system.



AFSCMB'8 WELFARE WORK PRINCIPLE

A real welfare reform strategy should support and reward work by providing both
training and job opportunities so that unskilled workers can move up the economic
ladder. In our vision, a real welfare-to-work strategy must be a more comprehensive
one which can deter participation in welfare by reversing declining wages and bene-
fits, providing education and training oe ortunities , protecting and expanding real
jo opportunities, and rewarding work with a decent standard oliv.

Federal welfare reform should build on-rather than replace.4heJb Opportuni-
ties and Skills (JOBS) programs central goal should be locating and creating
vate sector jobs so that welfare recipients can become self-sufficient. Rigidly high
participation requirements, such as those in H.R 4 ignore local labor market condi-
tions and recipient skill levels and needs. They will undercut the objective of devel-
oping private sector job opportunities because they will dive'4 states into developing
large-scale unpaid public workfare positions. They also wil' i -ad to large numbers
of subsidized welfare recipients flooding into the low-wage l ie v market

Specifically we recommend:
1. States should have the fle bdity and resources to implement programs and poli-

cies which make work more rewarding than wela.
Welfare reform must include stra ies to address the weaknesses of the low wage

labor market in order to enable welfare recipients to take and keep low-wage jobs
and minimize welfare dependency. a

Designing a fair welfare prevention strategy requires a recognition that low wage
workers need the same child care and heath care as women leaving welfare for
work. Government policies should ensure that child care and health care is availableto all low income faimilies in train or workon thebasisofasdigfeeschedule.

g o wok o thbaisopemi mothersito
In addition, states should modify their welfare programs porernit mothers to

earn their way off welfare and out of poverty by keeping a declining portion of ther
cash assistance as their earnings increase.
2. Federal participation rule should be reasonable and states should have flexibility

to es tabWs a variety of wok and non-work activities.
Instead of rigid and unrealistically high participation rules the number and type

of such work activities should be bUeT on the needs of individuals, the condition
of local labor markets, and the capacity of employers to absorb additional workers
without displacing real jobs. Aggressive job creation efforts must accompany work
participationoals in communities with high unemployment.
Given the iverse skill levels and work experience of individuals on welfare, states

should have a variety of work options including short-term internships or training
positions of no more than three months, wage subsidies and sheltered workshop.
In addition, non-work activities which promote work skills and responsibility should
be counted in participation rates.

All individuals should have the same education and training opportunities. Fed-
eral education, training and labor market services should be reorganized into an in-
terated system of job development, job placement, and education and training to
provide high quality service to unemployed and low-skilled workers without regard
to what program of income support they receive. Welfare recipients should not be
segregated into separate education and trainingprograms and restricted to
for low-wage obs, ow-skilled jobs. An integrated system seryng all job seekers
help remove the welfare stigma which puts recipients at a advantage when they
look for work.
3. Jobs for working people should not be converted into unpaid welfare work activi-

ties, loclly estale wages, benefit, and labor-mangemet relationship
should not be und rmined, and a minimum wage floor far all work must be re-
quired.

Federal policy should be very clear in establishing the responsibility of employers
not to displace working people and their jobs and should establish effective proce-
dures to enforce them. At a minimum, current law protections must be retained in
any welfare reform legislation adopted by Congress.

Welfare recipients who work like any other workers should enjoy the same wages,
rights and benefits. Simple fairness calls for parity with other workers if there is
virtually no difference in the work they do. In addtion, to the extent that displace-
ment occurs, equal pay and benefit protections will help ensure that the feder pro-
gram will not replace paying jobs with unpaid workers.

Any welfare work program must have a minimum waje floor. Otherwise welfare
reform will contribute to a further weakening of wages in the low-wage laWor mar-
ket.
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4. Local unions should be regarded as positive partners in local work programs.
Welfare work programs will affect the economic security and future of existing

workers. They should have a voice in how these programs are structured. Local
unions can help organize local work projects and activities which will not displace
real jobs and which provide training and upward mobility for welfare recipients.
AFSCME has developed effective working relationships with local administrators in
various jurisdictions around the country.

The principle of involving local unions in designing, approving and implementing
local work programs is recognized by administrators of successful programs as an
important element in their success. For example, in testimony to the New York
State Senate in 1992, Mary Glass, then Commissioner of the Westchester County
Department of Social Services, said:

"Another important concern is the local labor unions. We have found that the
unions are more likely to accept a workfare program if they are assured right
from the beginning that welfare recipients will not be used to replace any paid
union workers and if they or their members are involved in designing, or at
least agreeing to, the assignments for the recipients. With that kind of involve-
ment, union workers are more likely to see workfare recipients as a help to
them with their work, rather than a threat to take their jobs."

5. Local welfare office must be "reinvented" to focus more on work-oriented goals.
Federal and state policies which require an almost exclusive focus on functions

related to paying benefit checks must be modified to put more emphasis and re-
sources on intensive case management, education, training and work. The issue is
not whether government or the private sector can do a better job. In fact, local wel-
fare offices did exactly' what government policymakers wanted them to do in the
early 1980s. They reoriented their efforts away from their historical social work mis-
sion and concentrated on verifying eligibility and finding fraud. Now federal policy
must mandate a better balance between these two missions.

In reinventing the welfare system to emphasize work and employment opportuni-
ties, welfare reform should require the real participation of frontline workers. Front-
line workers should need retraining and reduced caseload to implement an effective
work-based welfare system.
6. All workers should earn a living wage.

The current minimum wage is $3,000 less than the poverty level for a family of
three. Increasing the minimum wage will reduce the need for government to supple-
ment low wages through cash assistance, housing, medical and nutrition program
and the Earned Income Tax Credit. The minimum wage should be raised to a living
wage.

7. Individuals who lose their bs should be able to receive income support while they
look or train for a new job or career.

Many women cycle between welfare and low wage jobs. Lifetime limits under
AFDC should be rejected so that these women can earn credit and income protection
from the welfare system during jobless periods if they do not receive unemployment
insurance.

State unemployment insurance laws should be modified to reduce minimum earn-
ings requirements and disqualification rules which deny unemployment benefits to
women who leave work for a variety of work/family-related reasons or who cannot
find stable decent-paying jobs.

BLOCK GRANT

The House welfare bill converts the AFDC program into a block grant and freezes
the funds for five years. The rant would not grow from one year to the next to ac-
commodate economic fluctuations, changes in wealth, or population. If the next five
years look anything like the last five years, states' need for federal aid to mitigate
the effects of economic slowdowns will recur, but the amount of federal aid would
remain unchanged from the 1994 level.

Even with the current AFDC program in place over the last five years, states had
to raise taxes by some $36.2 billion lust to deal with the recession-related problems
they faced. If they had received no increases in federal AFDC payments, those tax
increases might have been an additional $10.4 billion.

States will need more federal aid for AFDC in upcoming years, since most state
economies were extremely strong in 1994. The unemployment rate, inflation, and
population are lil ely to increase over the next few years. Freezing AFDC at 1994
levels ignores the likelihood that most state economes will not be doing a well in
the future as they are doing today.
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States that experience economic slowdowns relative to their 1994 performance
would be particularly hard hit by this proposal. This is because they would be tied
to a grant level awarded during an economic recovery which would not be adequate
to provide sufficient assistance during a recession. If the size-of the grant does not
grow, it will never meet the needs of future recessions.

The block grant proposal would abandon a 30 year-old effort to create an efficient
and highly sensitive method for sharing resources between rich and poor people and
states. States that become poorer relative to other states through recessions and
other cyclical changes would be hurt the most.

For example, many southern states historically have been poorer than the na-
tional average, and the federal government has played an important role in provid-
ing them extra federal payments to help them progress. The AFDC program has
been an important part of this strategy. Thus, Mississippi receives a federal match
of nearly 80 cents on the dollar and Georgia receives more than 60 cents. In con-
trast, Massachusetts, a wealthy state, receives the minimum amount of 50 cents.

In any given year, individual states may experience difficult times. For example,
in the mid-1980s, Texas and other energy-rich states faced severe fiscal distress.
More recently, the northeastern U.S. and California remained in an economic down-
turn long after the rest of the country emerged from the 1991 recession.

The current AFDC program effectively addresses this problem by adjusting annu-
ally for changes in a state's relative wealth. When the Texas economy hit hard
times, its federal match rate increased (from 54 percent in 1985 to 64 percent in
1992). If AFDC were to become a block grant, the unique ability of the federal gov-
ernment to perform this function will be lost.

If AFDC becomes a block grant, recessions will be deeper, last longer, and do
more long-lasting damage to their victims. As the number of poor people grow, as
workers lose jobs, and employment opportunities disappear, states will face three
choices: seek more funds from the federal government, raise taxes, or reduce bene-
fits.

Of these three options, only the last seems likely. Given the fact that many block-
granting proponents view AFDC as a key component in their strategy to cut federal
spending, the first choice seems highly problematic. The second is likely to be un-
popular and may even be bad fiscal policy at the state level since the states cannot
run budget deficits which have a countercyclical effect in the same manner as the
federal government.

'One easiest option would be to reduce benefits or create waiting lists in which
newly unemployed workers may very well be at the end of the line. Thus, the pro-
gram would lose its crucial ability to act as an economic stabilizer, and working peo-
ple would be left without protection.

Providing increased federal aid to states during recessions is an efficient, effective,
and appropriate role for the federal government. Automatically linking the aid to
AFDC caseload sizes that result from relative economic conditions assures that the
aid goes to the states and individuals that need it most at any given time.

CONCLUSION

The AFDC program is based on several important principles. First, as a society,
it is in our national interest, economically and-morally, to protect children from the
ravages of poverty and ensure them the opportunity to grow and thrive. Second, in
a large and wealthy nation, the federal government is the most appropriate instru-
ment for more fortunate states and individuals to help out less well-off states and
individuals, recognizing that over time their. relative positions will change. Third,
the federal government plays a unique fiscal role in managing the national economy
with programs such as AFDC acting as important economic stabilizers nationwide
and within individual states and regions.

Clearly the welfare sybtem needs reform through greater simplification and flexi-
bility with more emphasis placed on moving recipients into jobs, but AFSCME be-
lieves that these basic principles are still valid. Abandoning them by moving to
block grants, turning our backs on certain classes of ch:" .en, or creating "welfare
work" which can destroy real jobs is not real welfare reform. It will not make any
of the problems go away.

If the federal and state governments look the other way and hope for the best
from the private market place, the costs to society will be high: declining tax reve-
nue, deeper poverty, inadequate medical care, inadequate time ior parents to super-
vise and care for children properly and ultimately, increased hunger and hopeless-
ness for poor women and their children.
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STATEMENT OF THE AMERICAN REHABILITATION ASSOCIATION

(BY SY SCHLOSSMAN, INTERIM PRESIDENT)

SUMMARY OF TESTIMONY

Mr. Chairman: The American Rehabilitation Association appreciates your holding
hearings on welfare to work.

The American Rehabilitation Association is a national association representing
-more than 900 vocational, medical and residential rehabilitation facilities, who serve
approximately three million people annually. During the last 25 years, the Amer-
ican Rehabilitation Association has been the primary voice for providers of rehabili-
tation throughout the United States. The Association represents a broad range of
rehabilitation, providers, however, it serves a common purpose which is to secure a
future in which every person with a disability needing rehabilitation can readily ob-
tain high-quality services to ensure their ultimate participation in society.

One of the ways in which the Association's membership has been successful in
this endeavor is in helping people move from dependence to independence through
a variety of professional services, including job training and placement. The Amer-
ican Rehabilitation Association asserts that more individuals would cease their de-
pendence on welfare and obtain jobs if job skills training and placement were con-
tracted to private rehabilitation providers who have expertise in job skills training
and placement for individuals with a wide array of serious employment difficulties,
including welfare recipients.

What we call welfare spending is now nine times greater than in the mid-1960s.
Present spending includes more than 70 programs, including cash aid programs,
food programs, medical aid programs, housing aid programs, energy aid programs,
jobs and training programs, social service programs, and urban community develop-
ment programs at a cost exceeding $324 billion each year. Toward that end, the
Congress has undertaken a tremendous task in overhauling the entire welfare sys-
tem as we know it today.

The major proposals before the House and Senate give authority to states to ad-
minister the welfare program through block grants from the federal government.
This approach will place a responsibility on state and municipal governments, many
of whom, at present do not have appropriate resources to undertake such a task.
The American Rehabilitation Association seeks to lessen the burden by providing
proven methods of helping people to move from welfare to work. Over the past 30
years, rehabilitation programs have proven to be highly successful in assisting indi-
viduals with and without disabilities and special needs to achieve and retain a high-
er level of functional capacity and independence. According to a Northwest National
Life Insurance study, for each dollar spent on rehabilitation, $30 is generated in
long-term disability reserve savings.

Rehabilitation providers have a long and successful history of training people to
be productive, tax paying members of our society and are ideally suited to train wel-
fare recipients to work and obtain jobs. By serving those in need of jobs through
vocational evaluation, job skills training and placement, community rehabilitation
providers offer proven professional methods for moving people from welfare to work.
In fact, some rehabilitation providers are already successfully training and finding
employment for welfare recipients. Forty percent (40%) of the vocational providers
responding to a recent American Rehabilitation Association survey serve welfare re-
cipients. And, 23% of those respondents served welfare clients who did not have dis-abilities.

Rehabilitation .-roviders offer a unique combination of services which could be of
tremendous value in welfare reform. First, rehabilitation providers use rehabilita-
tion technology. That technology, unlike social work methodology, provides a sys-
temic approach to getting people employed. That technology includes procedures for
evaluation of skills, on-site job training, matching an applicant's strengths with an
employer's needs, facilitating job accommodations, and providing client coaching and
back-up support to employers. Furthermore, for individuals needing more intensive
supports, rehabilitation providers may use a supported employment approach which
includes intensive initial on-site instruction followed by a gradual decrease in sup-
port over an eight week period of time and later periodic follow-up and monitoring.
A variation of the supported employment approach is the use of employer and co-
worker mentoring. Rehabilitation literature has articulated a highly specific curricu-
lum of procedures for mentoring 1) (Mason & Jaskulski, 1991; Nisbet & Hagner,
1988). Rehabilitation providers have experience in negotiating and facilitating such
on-the-job mentoring. Such technology reduces employer's risk in hiring and contrib-
utes to a decrease in employee turnover.
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Second, rehabilitation providers seek to meet employer needs through developing
long-term relationships with employers. Rehabilitation providers survey and task-
analyze potential jobs, identify requisite skills, asses and observe vocational skills,
and reassess the client's maintenance of skills 2) (Rusch, Trach, Winking, Tines, &
Johnson, 1989). Through these efforts, programs assure that clients are well
matched with jobs, and thereby increase employers' trust in their services. Third,
rehabilitation providers are accustomed to providing job training and placement
services for individuals with severe mental, physical, psychological, and other dis-
abilities.

Fourth, rehabilitation providers have a history of working with both businesses
and labor, and networking within their local communities. Rehabilitation providers
understand employer labor concerns and have developed an ability to facilitate job
accommodations and modifications at the work site to assure the best fit between
employer's needs and employee skills. Rehabilitation providers also understand how
to problem solve and work with community agencies to overcome transportation,
child care, and other concerns which inhibit employment.

SUMMARY AND RECOMMENDATIONS

It is clear that welfare reform will be a major undertaking for both states and
localities. Under present legislation, states will develop individualized programs
which will meet their respective needs; however, many states have neither the re-
sources nor the understanding of the tremendous task that overhauling the welfare
system will require. Moreover, present legislation is inadequate in the area of job
training. The House passed version proposes the repeal of the JOBS program has
been eliminated and touted, by some as a failure. But solutions to combat future
waste, abuse and/or mismanagement have not been recognized. It is not necessary,
however, to create new, untested methods of jobs training and placement. Rather
than creating new programs, the American Rehabilitation Association believes it is
best to utilize proven methods of vocational evaluation, job training, job readiness,
job development, job placement, and other employment related services. Therefore,
the Association urges the Committee to recognize private community rehabilitation
providers as qualified providers of employment and training skills to welfare recipi-
ents in any final legislation it considers and reports.

Your favorable response to these recommendations will add to the quality of life
for former welfare recipients who will contribute, in taxes alone millions of dollars
to the nation's economy. We thank you for your consideration of this request.
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STATEMENT OF THE INDIAN AND NATIVE AMERICAN EMPLOYMENT AND

TRAINING COALITION

(SUBMITTED BY NORM DE WEAVER, WASHINGTON REPRESENTATIVE)

OVERVIEW

Congress is now writing legislation which would completely restructure the fed.
eral program of Aid to Families with Dependent Children (AFDC). Any legislation
of this type will have a major impact on the quality of life and on poverty conditions
in Indian reservation areas and Alaska Native communities. There are an estimated
150,000 to 175,000 Native people in these areas who now receive AFDC benefits.

Welfare reform can succeed in IndianCauntaianly if it reduces, not reinforces
dependency. This means that it must contribute to the creation of new job opportu-
nities in areas with the highest rates of unemployment in the country. It also means
that it must assist potential adult wage earners in qualifying for, obtaining and re-
taining employment through a program equivalent to the tribal component of the
Job Opportunities and Basic Skills (JOBS) program.

Welfare-to-work services in reservation and Alaska Native communities must be
provided by tribal governments, with federal financial assistance. Tribal govern.
ments, not state agencies, are the primary providers of services to Native people in
Native communities. Tribal governments have a direct government-to-government
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relationship with the federal government, established in the United States Constitu-
tion.

TRIBAL JOBS: A PROGRAM THAT WORKS

Indian tribes and Alaska Native organizations have made major strides in reduc-
ing welfare dependency through services provided under the Job Opportunities and
Basic Skills (JOBS) program authorized by the Family Support Act of 1988.

This program provides direct funding to tribal governments from the US Depart-
ment of Health and Human Services. The money is not channeled through the
states. There is no matching share.

Currently:
* 77 tribal governments intertribal consortia and Alaska Native organizations

are funded to provide JOBS services. Others would like to participate, but par-
tiiation in the program was frozen, by law, in the spring of 1989.

* ,0 employable adidt Indian and Alaska Native people on AFDC were served
by tribal JOBS programs in an average quarter in Fiscal Year 1993, the most
recent year for which data are available.

* Over 2,000 job placements resulted from tribal JOBS services in Fiscal 1993.
These placements were achieved despite joblessness rates which averages over
50% across Indian Country.

Tribal JOBS programs work. They reduce welfare dependency.

HOUSE BILL

The House of Representatives has passed a welfare reform bill, HR 4. That bill
would end all current efforts to reduce welfare dependency in Indian reservation
areas and Alaska Native communities. --

The bill:
• Abolishes all funding 'or ihe JOBS program, including its tribal component.
* Turns the JOBS money now going directly to tribal governments over to state

welfare agencies as part of the bill's cash benefits block grant. No money would
F to tribes even though tribes have received support from the JOBS program
or over five years.

e Provides no assurance that services to reduce welfare dependency will be avail-
able in reservation areas. States would have the freedom to choose what serv-
ices to provide and which communities to provide them in. Most reservation
areas would be denied services because of their geographic remoteness, their
lack of employment opportunities and the fact that states consider services to
Indian people primarily a federal responsibility.

* Ends cash benefits regardless of whether recipients want to go to work, but are
in areas where no job opportunities are available to them. Needy families would
be denied benefits if they have received assistance for two years and are not
working or if they have received assistance for five years in their lifetime.

e Eliminates any assurance of child care services for those in education, training
or work programs or as needed to help them retain employment.

The House bill would do nothing to reduce welfare dependency in reservation
areas or Alaska Native communities. It would deepen poverty by ending cash bene-
fits for many and by terminating the services necessary to help Native people attain
self-sufficiency.

A CONS'TR0CTIVE SOLUTION

In order for welfare reform to work in Indiaa Country, it must support programs
to reduce dependency by increasing employability.

Specifically:
1. Federal law should continue to authorize special employment and training

services for welfare recipients in reservation areas and Alaska Native commu-
nities.

2. This program should be directly funded by the federal government to tribal
governments and Alaska Native organizations and be controlled by them.

3. Allowable activities under this program should include:
a. The full range of employment and training services.
b. All related child care services.
c. Work experience opportunities which are available while a person is re-

ceiving any form of cash benefits, and afterwards for those who cannot find
other jobs.

4. The program should provide each tribe with the flexibility to design and
deliver services under this program in ways which the tribe considers most ef-
fective in its circumstances.
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5. The program should provide support for economic development to help cre-
ate new jobs for employable people now dependent on welfare.

If the welfare reform bill developed in the Senate authorizes continued funding
specifically for welfare-to-work services, it should:

* Provide for direct federal funding, without matching share requirements, to en-
able Indian tribal governments, consortia of such governments and Alaska Na-
tive organizations to provide such services within their service areas.

• Authorize not less than 3% of the overall funding for such a welfare-to-work
program for the tribal component and extend the coverage for services to adult

Native recipients of all forms of means-tested income transfer programs.
* Authorize an equal amount of funding for child care services or the partici-

pants in such tribal programs as well as such participants who have found em-
ployment but continue to need child care.

" Provide for support for the development of subsidized work opportunities for
those who cannot find unsubsidized employment.

If the welfare reform bill does not include such an authorization, then authoriza-
tion for such services should be contained in any job training program consolidation
bill approved by the Congress.

SEPARATING A CASH BENEFITS BLOCK GRANT FROM WELFARE-TO-WORK SERVICES

In order to enable Indian tribal governments to provide for the needs of their
members, it has been proposed to set aside 3% of the funding in any of the block
grants in a welfare reform bill, including the combined cash benefits/welfare-to-work
block grant in HR 4, for tribal governments.

The Coalition supports such an approach, including provisions which would allow
those tribes and Alaska Native organizations that elect to do so the opportunity to
administer their own cash benefits program for needy families. A number of tribes
have said they are interested in assuming the responsibility for what is now the
state-administered AFDC program. In addition, under any new block grant arrange-
ment states will have a much freer hand to decide who gets cash benefits and under
what terms. Native AFDC clients in reservation and Alaska Native communities are
likely to suffer. Tribes will do a much more sensitive job of administering a cash
assistance program in their areas of jurisdiction.

However, even if a welfare reform bill were to authorize direct funding to tribes
under a cash benefits block grant, this does not insure that the kinds of services
now offered by tribal JOBS programs would continue.

In order to accept such a block grant under the terms in the House bill, tribes
would generally have to agree to the same kinds of requirements applicable to
states. This includes a number of restrictions on who can receive benefits. An exten-
sive tracking mechanism would be necessary to enforce restrictions on benefits, in-
cluding a tracking mechanism that shares information between tribes and states.

If tribes were to receive direct funding under the cash benefits block grant in HR
4, they would also have to insure that a specified percentage of their welfare case
load works. After receiving benefits for two years, recipients would have to work or
lose their benefits. The bill has no special money to support worksites for the per-
sons on assistance.

If tribes were to receive direct funding under the cash benefits block grant in HR
4, they would also have to agree to provide child support enforcement services.

In addition to all these considerations, the net effect of a welfare reform bill would
be not to provide benefits to needy families, but to restrict them. Funding is
"capped" with little room to deal with any increase in the number of families need-
ing cash assistance. If tribes were to handle these funds, it would be up to the tribe

say "no" to tribal members in obvious need.
How many tribes could or would agree to accept a cash benefits block grant under

all these conditions isn't known. For this reason, it is essential to enable tribes to
provide welfare-to-work services without having to assume the responsibility for all
aspects of the administration of a cash benefits program.

Welfare reform can work in Indian Country, but it will only work if it includes
the services necessary to reduce, not reinforce dependency. Employment and train-
ing services are an essential part of this process. Tribal welfare-to-work services
must be continued.
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STATEMENT FOR SENATE COMMITTEE ON INDIAN AFFAIRS
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THE NATIONAL CONGRESS OF AMERICAN INDIANS

REGARDING WELFARE REFORM AND BLOCK GRANTS

April 6, 1995

Introduction
The National Congress of American Indians (NCAI), is the oldest, largest, and
most representative Indian advocacy organization in the nation with tribal
membership of 182 Indian nations and communities. Of all proposals contained in
the "Contract with America" and taken up by the 104th Congress, welfare reform
will have the most significant and long-lasting consequences for the nation and for
Indian tribes. As Congress is now debating various proposals to fundamentally
restructure the manner in which welfare programs, social services, and related
services are provided, NCAI submits this statement to lay out the probable
consequences of these reform efforts and their impacts on Indian nations and
Indian people. We are troubled by the current rush to reform the welfare system
and reorganize government and the pace with which Congress is speeding ahead
with legislation to implement proposals such as block grants to the states in areas
concerning welfare, social services and related programs.

The putative purpose for Congress undertaking welfare reform efforts is to
enhance and strengthen local government control in the administration of these
programs. Indian tribal governments are "local governments" and are best suited
to address local problems, while fully accounting for the many and unique local
nuances in terms geography, demography, and economic variations. Unfortunately,
up to now Indian tribal input has been sorely lacking in the welfare reform effort,
and NCAI welcomes and appreciates the opportunity to begin our participation in
this historical debate. In keeping with the Federal Indian policy of self-
determination that had it's beginnings with the Nixon Administration and has been
the hallmark of Federal-Indian policy for 25 years, we urge that any welfare effort
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rest upon the foundation of the government-to-government relationship the tribes maintain with
the United States. At bottom, if Indian tribes and their members are to benefit in the same fashion
that residents of the several states benefit, any proposal to block grant Federal funds must include
a direct Federal-tribal funding mechanism. Requiring tribes to work with and through the several
states and the states' own mini-bureaucracies would render the idea that authority should be
delegated to the lowest practicable level moot when applied to tribes.

Welfare Reform and Block Grants
Of particular concern to tribes across the nation is the proposed "block granting" of Federal
welfare programs, social services, and related services, and the precise funding and administrative
mechanisms that may prevail if enacted, and the likelihood that Indian nations and people will
continue to remain under served by these much-needed programs. We laud S.285, introduced by
Chairman McCain early in the 104th Congress, to grant authority to provide social services block
grants directly to Indian tribes and support this measure especially as it would provide a 3% tribal
set-aside for grants and contracts entered into with tribes, tribal organizations, and/or tribal
consortia to administer these critical programs. With the exception of the "Child Care Block
Grant" in the House bill (H.R. 1214) which provides for the tribes to receive up to a 3%
allocation, none of the other major funding proposals currently being considered as part of that
legislation include tribal governments as eligible participants in a manner similar to the states. If
tribal governments are not made eligible participants, and all the programs are block granted to
the states, the effect will be to make the tribes and their service populations "clients" or
"customers" of the states. This is problematic is two senses. First, the history of state provision of
services to Indians leaves much to be desired in terms of equitable treatment and effective delivery
of services. Second, it would be an undesirable and unacceptable undermining of the sovereign
status of tribal governments and an abrogation of the special government-to-government
relationship between the Federal government and the tribes. In particular areas such as education,
health services, and others it would be an unlawful violation of the federal government's trust
responsibility to Indian people. To avoid both the practical and legal negative consequences
stemming from such an arrangement, tribal governments must be made eligible for direct funding
of block grants.

Furthermore, in establishing criteria for the grants, consideration should be given and allowances
made for the unique status of and special needs of tribes. The following minimum factors must be
included in legislation implementing any block grant system:

1) Tribal governments rust be eligible for direct funding or block grants in every category
for which states are eligible and programs must be funded-at a level adequate to insure the provision
of services at a level and of a quality at least comparable to the services provided by the states. There
should be a minimum tribal allocation of 3%-5% in each program.

2) Formulas for distribution of funds to tribes and program guidelines should be developed
in consultation with the tribes so as to take into account unique tribal economic, cultural, and other
conditions. Consideration should be given to such additional factors as are determined appropriate
to insure optimum delivery of services, including unique geographic and demographic conditions of
the reservations and service areas.

3) Funds not distributed during a fiscal year should be made available for reallocation in
subsequent years.
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4) Special provisions should be made for grants to tribal and intertribal organizations serving
more than one tribe where this is found to be more desirable, practical and efficient and the impacted
tribes desire to work in such a consortium or cooperative.

5) Eligibility for or receipt of tribally or Federally administered services, for example the
Indian Health Services, should not exclude individuals from eligibility for state administered services
where tribal or Federal services are unavailable or inadequate.

6) Where practical or necessary, state and tribal programs and program planning should be
coordinated.

7) There should be an option for tribes who do not want or who are not able to administer
these programs to enter into cooperative agreements with states or others for the administration of
the programs.

8) Tribes should have the flexibility to access the block grants if they have the necessary
capacity and wish to access others in the future.

9) Planning funds and technical assistance should be available to the tribes for planning and
development of programs, and the funding and technical expertise to build and improve tribal
administrative capacity to administer these programs. If there are to be limitations on the use of funds
for administrative purposes as applied to tribes, any such constraints must take into allow for limited
tribal resources.

10) Tribes must have the same flexibility as the states to move funds from one block grant to
another as well, as the ability to reallocate such funds to other programs serving similar needs but
funded from other sources.

Employment Training and Employment Availability
To be successful in the long run, efforts to reform the welfare system must reduce dependency and
arm those people now receiving assistance with the necessary skills to enter the labor force. Job and
skills training programs, such as the "Job Opportunities and Basic Skills" program (JOBS) are
invaluable in providing welfare recipients with the wherewithal to get and retain employment. These
programs, however, presuppose that there are in fact job opportunities available. Unfortunately for
much of Indian America these opportunities are sorely lacking. Unemployment rates in Indian
country average 50/.. The JOBS program has been successful in weaning welfare recipients from
Federal assistance and has resulted in over 2,000 private job placements in FY1993 alone. These
programs should be encouraged, not curtailed, if welfare dependency is to be reduced in Indian
country.

The rationale set forth by congressional proponents for overhauling the nation's welfare
system is that it is not working as well or as efficiently as it should be. Consistent with the philosophy
behind these efforts, tribal governments should be afforded the same opportunity as the states to
receive Federal funds and administer welfare and social services programs to their own members.
Proposals to re-work the system can be effective in Indian country but must have as their aim
reducing the reliance on the very system we are reforming. Perhaps more importantly from the tribal
perspective these efforts, and any resultant enactment, must remain in accord with and serve to
strengthen tribal sovereignty and the unique Federal-Indian relationship.
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Resolution # 95-DC-EX-009

TITLE: SUPPORT FOR FEDERAL BLOCK GRANTS

WHEREAS, we, the members of the National Congress of American Indians
of the United States, invoking the divine blessing of the Creator upon our efforts and
purposes, in order to preserve for ourselves and our descendants rights secured under
Indian treaties and agreements with the United States, and all other rights and benefits
to which we are entitled under the laws and Constitution of the United States to
enlighten the public toward a better understanding of the Indian people, to preserve
Indian cultural values, and otherwise promote the welfare of the Indian people, do
hereby establish and submit the following resolution; and

I WHEREAS, the National Congress of American Indians (NCAI) is the oldest
and largest national organization established in 1944 and comprised of
representatives of and advocates for national, regional, and local Tribal concerns; and

. ]WHEREAS, the health, safety, welfare, education, economic and employment
opportnity, and presevation of cultural and natural resources are primary goals and
objectives of NCAI; and

WHEREAS, tribal governments pre-date state governments as established
sovereign nations responsible for providing all governmental services and support for
their peoples; and

WHEREAS, tribal governments, as sovereign nations, possess a sovereign
status superior to state governments; and
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WHEREAS, the NCAI does oppose any federal funding proposal or block grant proposal
that does not include tribal governments as eligible recipients/participants or which would have the
effect of making the tribes or their direct service populations "clients or customers* of the.$ates.

THEREFORE BE IT RESOLVED, that the National Congress of American Indians does
hereby demand the U.S. government, in recognition of the government-to-government relationship
between the United States and Indian Tribes, to award and distribute federal block grant dollars
designated to serve Indian populations directly to the tribes and not channeled through the states.

BE IT FURTHER RESOLVED, that the National Congress of American ir tians demands
that tribal governments be made eligible for direct funding or block grants in every category for which
states are eligible on a status equal to and no less than that of the states

CERTIFICATION

The foregoing resolution was adopted at the 1995 Executive Council Winter Session of the National
Congress of American Indians, held at the Hyatt Regency on Capitol Hill in Washington, D.C. on
February 13-14, 1995 with a quorum present.

glfi; P sidnt

S. Di --. Kelley, Recordn

Adopted by the General Assembly during the 1995 Executive Council Winter Session held at the
Hyatt Regency on Capitol Hill in Washington, D.C., February 13-14, 1995.
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Resolution # 95-DC-EX-010

TITLE: OPPOSITION TO SPECIFIC WELFARE REFORM

ISSUES

WHEREAS, we, the members of the National Congress of American Indians
of the United States, invoking the divine blessing of the Creator upon our efforts and
purpose, in order to preserve for ourselves and our descendants rights secured under
Indian treaties and agreements with the United States, and all other rights and benefits
to which we are entitled under the laws and Constitution of the United States to
enlighten the public toward a better understanding of the Indian people, to preserve
Indian cultural values, and otherwise promote the welfare of the Indian people, do
hereby establish and submit the following resolution; and

WHEREAS, the National Congress of American Indians (NCAI) is the oldest
and largest national organization established in 1944 and comprised of
representatives of and advocates for national, regional, and local Tribal concerns; and

WHEREAS, the health, safety, welfare, education, economic and employment
opportunity, and preservation of cultural and natural resources are primary goals and
objectives of NCAI; and

WHEREAS, the Republican leadership in its "Contract with America

proposed to "reform" welfare legislation; and

WHEREAS, Congress has begun the debate on this legislation; and

WHEREAS, on many reservations jobs are not available, therefore requiring
Indian families to rely on welfare; and

WHEREAS, the seasonal nature of many jobs on some reservations requires
Indian families to rely on welfare during parts of the year; and
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WHEREAS. low education levels, discrimination, and health conditions may require many
Indian families to rely on welfare for their survival; and

WHEREAS, changes in welfare legislation may have an enormous impact on Indian people,
and particularly children, who are the largest numbers of those who must depend on welfare; and

WHEREAS, the United States Government, through treaties, Executive Orders, legislation,
regulation and policies, has recognized the sovereignty of American Indian tribal governments and
has dealt with tribal governments on a government-to-government basis; and

WHEREAS, tribal governments have a responsibility for the welfare of their members and
must be considered in any welfare reform legislation which impacts tribal communities; and

WHEREAS, Indian tribes have unique cultural traditions and mores which do not
necessarily reflect those of the non-Indian majority population; and

WHEREAS, tribal governments support the idea of local control" being advocated by the
current majority of Congress; and

WHEREAS, believing in local control, Indian tribes firmly believe it is tribal governments
who can, with adequate resources, best determine how welfare programs should operate in their
communities; now

THEREFORE l3E IT RESOLVED, that the National Congress c, American Indians is
firmly opposed to any shelfare reform legislation that does not address the specific needs of Indian
reservations and communities; and

BE IT FURTHER RESOLVED, that NCAI is adamantly opposed to any welfare reform
legislation which does not recognize:

I. the sovereign status of tribal governments to determine the welfare needs of their
individual communities;

2. the cultural dlleeame that exist between Indian communities and the maoity of
non-Indian communities;

3. that by forcing riles and regulations on tribal communities which are not reflective of
tribal community values, and which place welfare programs entirely in the hands of
state governments, tribal governments are not given the authority and resources
necessary to exercise tribal control over welfare programs in Indian communities.

CERTIFICATION

Th foregoing resolution was adopted at the 1995 Executive Council Winter Session of the National Congress
o(Amican Indian held at he Hyatt Regency on Captol ill in Washington, D.C.. on February 13-14, 1995 with
a quorum present.

ATTEST:

Adopted by the General Assembly during the 1995 Executive Council Winter Session held at the Hyatt
Regency on Capitol Hill in Washington. D.C.. February 13-14, 1995.
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STATEMENT OF THE RED LAKE BAND OF CHIPPEWA INDIANS
Chairman and distinguished members of this Committee, thank you for the oppor-

tunity to submit written testimony for the record of the Committee Hearing on Wel-
fare to Work. I am Bobby White feather Chairman of the Red Lake Band- of Chip_
pewa Indians, a federally recognized Tribe in Minnesota. Approximately 5,500 tribal
members live on the Reservation; some 2,200 members now live off the Reservation.

Initially, I would like to take this opportunity to commend this Committee for con-
ducting these hearings on the important issues of welfare reform. The issue of re-
forming the welfare system in this country will touch the lives of many people,
whether they receive welfare assistance or not. There is no denying that the system
needs reform.

In addition to supporting the bipartisan goal of reforming the welfare assistance
system, Red Lake also supports the broad policy of helping welfare recipients move
from dependence to independence through employment. Welfare should primarily be
a temporary, transitional service which assists those in a position of need in getting
back on their feet, obtaining employment, improving their education and building
their job skills.

HISTORY OF RED LAKE WELFARE SYSTEM

To provide you with some context for the rest of m testimony, I would like to
share with the Committee a brief description of the history of Red Lake's welfare
system.

The Red Lake Band has a unique and long history of working with federal state
and county governments to provide social services to its members. In 195 the
Beltrami County Welfare Department opened a Branch office in the Bureau of In-
dte.n Affairs Red Lake Agency building. This was a monumental step forward in pro-
viding services to Red Lake residents. Since that time, the Red Lake Band, Beltrami
County and the BIA have worked together to establish guidelines and outline re-
sponsibilities for the delivery of Human services to residents of the Reservation.

The Red Lake Band is in a unique position among Tribes interested in reforming
welfare because it has already initiated discussions with County and State officials
in efforts to reform the current methods of Human Services administration. In 1993,
discussions began between Red Lake and Beltrami County about ways to change the
administrative structure of social service programs affecting members of the Red
Lake Band living on the reservation. Under current law, the County is responsible
for administering many of the social welfare programs benefiting members of the
Band. The County has expressed a sincere desire to be relieved of the responsibility
of providing services to Band members for financial and other reasons. We have,
therefore, engaged in dialogue to explore other options of administering the services
needed on the Reservation.

FAILURES IN THE CURRENT WELFARE SYSTEM

The current welfare system has been an abject failure at the Red Lake Reserva-
tion as well as across all of Indian country. Poverty, unemployment alcohol and
substance abuse, juvenile delinquency, and out-of-home placement of children occur
at rates among Native Americans that are well above that of the general population.
One half of al Indian children under the age of 6 live in poverty. 50% of the female
headed families in Indian country live in poverty. The national rate is 31.1%, signifi-
cantly lower than the figures in Indian country. These statistics evidence a broad
failure of the current system in addressing the welfare needs of Indians. These rates
are estimated to be even higher on the Red Lake Indian Reservation. In 1989, about
70% of female headed families were living in poverty. The unemployment rate is es-
timated to be about 50% on the Reservation. Change is needed in order to address
these unacceptably high rates of poverty and unemployment, Tribes are in the best
position to determine what change is needed and to devise strategies to address the
overwhelming needs of their people.

UNIQUE SOLUTIONS FOR INDIAN COUNTRY

Welfare refortn in Indian Country should be aimed at creating a system of oppor-
tunity through which the lives of Indian people and the stability of Indian commu-
nities are improved. Unfortunately, most current welfare programs and ideas for re-
form do not consider the unique character, status and problems of Reservation com-
munities. Any prcposals for reform must consider the fundamentally different issues
that are raised by welfare when applied in an Indian Reservation context.

The typical large-scale, bureaucratic welfare program designed to help the urban
poor is rarely effectivee in Indian Country for many reasons. Indian Tribes and insti-
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tutions represent a unique level of government within the American inter-govern.
mental system and have a unique government-to-government relationship with the
federal government. If welfare reform ignores this uniqueness, it will not succeed.

Reservation communities, although very diverse, are frequently characterized by
severely underdeveloped economies, lack of basic infrastructure, and geographic iso-
lation. Therefore there are few private sector jobs to use to obtain economic self-suf-
ficiency for persons otherwise eligible for Aid to Families with Dependent Children
(AFDC). Also, Tribal programs typically operate on a totally different scale than do
state government-based programs. Tribal programs relate most effectively to eco-
nomically disadvantaged clients on a flexible, person-to-person, face-to-face basis,
not through the several levels of administrative structure that characterize state-
administered programs. Finally, many Indian people have a much stronger relation-
ship to their own communities and institutions (Tribe) than do non-Indians, because
theirs is a tightly-knit mix of political, cultural, family and social affiliations bonded
by common hardship and adversity.

S. 285, introduced by Chairman McCain, provides the authority necessary for
Tribal governments to contract for or receive title XX grants to operate their own
welfare programs. The c-urrent Title XX makes grants available to States but not
to Tribal governments. Under these conditions, Tribal governments often are
squeezed out and provided no funds at all. This is evidenced by the recent report
issued by the Office of the Inspector General which revealed that 15 of the 24 states
with the largest Native American populations failed to provide Title XX funds to In-
dian Tribes between 1989 and 1993. The report concluded that Tribes did not re-
ceive funding because Title XX currently does not provide funds directly to Tribes
and because states are not required or encouraged to share the funds they receive
with Tribes. With S. 285, Tribes will be eligible to receive Title XX funds directly
from the federal government, thereby alleviating one of the biqest hurdles toward
addressing the need for welfare assistance in Indian country. It is, therefore, critical
that provisions in the final welfare legislation include authority for Tribes to receive
direct funding from the federal government to operate social service programs. Oth-
erwise Tribes will be left with little or no funding to provide social services to an
already under-served population.

It is vitally important, however, that flexibility and choice for Tribal governments
be built into the system. Tribes should be given the option to manage their own pro-
grams. Each Tribe is thereby empowered to make the decision best for its people.
Some Tribes may contract with the State or County to provide services. Other
Tribes may pay non-profit organizations to manage and administer their program.
Many Tribes, such as Red Lake, will run the programs themselves. This fexibility
allows Tribal governments to determine what is best for their members. Each Tribe
is different, with varying needs, priorities and conditions. Each Tribe must decide
for itself how the services are to be provided.

Red Lake also supports the fundamental goal of Tribal control of resources. Con-
trol by Tribal governments over welfare programs offers the best hope that Tribal
members' reliance on those benefits will be transitional and of maximum value, be-
cause Tribal governments can tailor the welfare program and enhance incentives
that are culturally and socially appropriate as well as target social services directly
at the need in an efficient manner. Tribal control allows for the adaption of pro-
grams as needs on the reservation change. Finally, Tribal governments are in the
best position to determine what the needs of their members are and how to design
programs best suited to meet those needs. Federal, state and even county govern-
ments are too far removed from the realities of life in Inaian country to be capable
of designing programs which would meet the unique needs of each Tribe.

By affirming and supporting the authority of Tribes to design their own social
service systems Tribal family values will be fostered and Tribes will be allowed to
take the maximum advantage of local and regional resources. Empowering Tribes
to create workable solutions to the welfare problems they face is the best hope of
solving the overwhelming problems of poverty and unemployment in Indian country.

RED LAKE OPPOSITION TO NEGATIVE RESTRICTIONS ON USE OF GRANT FUNDS

Several proposals have been discussed in the debate over how best to reform wel-
fare assistance. While, as I stated earlier, Red Lake does support Vhe policy goals
of helping those receiving welfare assistance obtain employment and independence,
Red Lake does not support time limits for meeting that goal and punishments such
as limiting or restricting AFDC assistance for families that fail to obtain the goals
set for them. Each State, locality and Tribe must be given the flexibility to develop
solutions to their problems in ways that are most suitable to their local economic
environment. The unemployment rate at Red Lake is so high, and due to the rwal
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nature of the Reservation, it would be impossible for welfare recipients living on the
Reservation to meet such unrealistic goals. Red Lake will need more time to make
the transition and flexibility to develop programs to increase employment availabil-
ity on the Reservation. In addition, if recipients of welfare assistance were required
to meet those goals within a specified time limit, it is likely that numerous families
would be forced to move off the Reservation, many recipients would flood the low
wage labor market and a Ieat deal of dislocation of workers would occur within
the market. Not only would many adults fall victim to such a policy, but the chil-
dren would suffer most. There are better solutions to this problem.

Give Tribes the authority to receive grants directly from the federal government
without negative restrictions regarding the use of those funds. Allow Red Lake to
utilize those funds in a way which works toward the same goal, but is adapted to
the unique employment, economic and rural conditions of the Reservation. Allow
members of the Tribe to continue residing on the Reservation, rather than forcing
them to move to urban areas to attempt to find employment due to specific time
limits.

Red Lake also opposes lifetime limits for welfare assistance recipients. These lim-
its ignore the lack of job opportunity which exists in many poor communities. Often
in such communities, welfare recipients want to work, but because of the lack of job
opportunities, they are at times unable to and therefore must rely on welfare assist-
ance to provide for their families. The victims again, while including adults, will pri-
manly be children who have no control over the employment status of their parent
and the economic conditions of their environment.

It is important to note also that it is not only Indian Tribes that will be unable
to meet these high work activity requirements. The Congressional Budget Office
concluded that all 50 states would fail the meet the job requirements outlined in
H.R. 4. Specifically, the CBO criticized the 90% participation requirement for two
parent families. The CBO concluded that from our recent experience with the JOBS
program as well as past efforts with welfare-to-work programs, it is highly unlikely
that states would be able to obtain such high rates of participation in work activi-
ties.

There are numerous benefits to a policy which allows for and encourages flexibil-
ity. Local communities can craft unique solutions to problems which work. They can
experiment without being tied to national requirements which do not make allow-
ances for the different conditions in different parts of the country. Welfare assist-
ance could be administered more efficiently by identifying the specific need in a
community and could be managed in such a way that individual success can be en-
couraged, measured and achieved.

Thank you for the opportunity to provide written testimony for the record of this
hearing. Red Lake looks forward to working with this Committee to craft working
solutions to the welfare crisis.


