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WELFARE REFORM WRAP-UP

THURSDAY, APRIL 27, 1995

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to recess, at 9:30 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. Bob Packwood
(chairman of the committee) presiding.

Also present: Senators Chafee, Grassley, Simpson, D’Amato,
Nickles, Moynihan, Bradley, Breaux, Conrad, Graham, and
Moseley-Braun.

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, please. This
is the tenth hearing that we have had on welfare reform. It is the
tenth, and the last one, I hope, we are going to have.

We had asked Secretary Shalala to testify, and she said she
could not meet our schedule yesterday morning; she was at a
Democratic fundraiser in Milwaukee. There was a conflict of sched-
ules. We will be meeting with her privately next week. She is going
to meet with us in the back room.

We have had over 50 witnesses testify already, and I think Sen-
ator Moynihan and I both agree they have been extraordinary pan-
els; conservatives, liberals; and interestingly, much agreement
among many of them as to what the problems were.

Everyone says the system needs to be changed and it is broken,
that incremental changes will not fix it. Whether or not they talk
in support of or against block grants, they all come down to that
same conclusion, that whatever we have tried in the past has not
exactly worked. I have indicated that I hope we can block grant
much of this.

Whether or not I have faith that the States will perform, the
States will at least experiment and innovate. What North Carolina
tries might be different than what Colorado or Kansas tries, and
they might all be different from what New York tries, and with
that we might learn.

I might congratulate Senator Moynihan. I think we were all sur-
prised by the Supreme Court’s ERISA decision yesterday. I do not
know if any of you had followed it. New York has a particular way
of taxing. Health carriers and commercial carriers have to pay 12
ﬁercent more than non-commercial carriers to the hospitals, and
Save been attacked as violating the ERISA preemption by the

tate.
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And everyone said, well, that case is going to be lost in the Su-
preme Court, there’s no hope New York is going to win, and once
we are past that we can then consider the ERISA. New York won
at nine to nothing in the Supreme Court yesterday, so it needs no
further action from the Finance Committee.

Senator CHAFEE. I must say, when you win anything in this Su-
preme Court nine to nothing, that is a solid win. [Laughter.]

The CHAIRMAN. Well, noticing, especially, their interesting school
yards and gun decision, and the commerce clause, and the extent
of it in the 10th amendment was only a five to four decision, but
I thought it was a most interesting decision. There is a limit to the
commerce clause, and this went beyond it.

Senator MOYNIHAN, This will be the first time since 1934, I be-
lieve.

The CHAIRMAN. Is that the sick chicken case?

Senator MOYNIHAN. Yes. They overturned a statute.

The CHAIRMAN. Senator Moynihan.

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN,
A U.S. SENATOR FROM NEW YORK

Senator MOYNIHAN. Mr. Chairman, with the great respect that I
have always held for your views, can I say that I do not know that
everyone who has come before us has said that what we speak of
as the welfare system is broken and has to be fixed.

I think some, certainly, have done so, but just a parallel view has
been that, what we call the welfare system is simply a fall-out of
the change in family structure in our country. It is not at all clear
why this has come about, and even less clear what we might do to
change it.

In 1960, the proportion of children born out of wedlock in the Na-
tion was 5.3 percent. It is now over 30 percent.

Senator CHAFEE. Mr. Chairman, I think these statistics that Sen-
ator Moynihan are giving are the heart of the problems we are
dealing with in this country today and they are very, very impor-
tant.

Could you repeat that? In 1960 in the Nation, the children born
out of wedlock——

Senator MOYNIHAN. Was 5.3 percent.

Senator CHAFEE. Of all births.

Senator MOYNIHAN. Of all births. In 1970, 10.7; 1980, 18.4, and
in 1992, 30.1

The CHAIRMAN. And not geographically distributed. I believe you
have given us St. Louis County of over 60 percent, and the woman
from Wayne County yesterday said in excess of 60 percent in the
Detroit area.

Senator MOYNIHAN. It is 69 percent in the District of Columbia.

James Q. Wilson, who is a dear friend and colleague, a friend of
Dr. Nathan, who will be testifying here and would associate him.
self with conservative thinking in most matters said, in testimon;
before the House, “We are told that ending AFDC will reduce ille
gitimacy, but we do not know that. It is, at best, an informe:
guess.”

Dr. O’Neill, who is our new head of the Congressional Budget Of
fice, suggests that “If things are difficult, the demography i
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against us.” The percentage of women aged 15-24 accounted for 65
percent of all out-of-wedlock births in 1992.

The share of all women of childbearing in that age group rises
from 29 percent in 1996 to 33 percent in the year 2005. So, the de-
mographics are running against us. I only want to make that point.
I cannot demonstrate it, but I think that has been a parallel pres-
entation we have heard.

The CHAIRMAN. Senator Chafee.

Senator CHAFEE. I have no comment, Mr. Chairman. I just want
to reiterate what Senator Moynihan said about those statistics, not
only the existing ones, but the demographics, as he said, are
against us. I know the problem but I do not know the solution.

The CHAIRMAN. Senator Grassley.

Senator GRASSLEY. I have no opening statement.

The CHAIRMAN. We will take our witnesses in order of seniority
today. We will take Senator Kassebaum, first, and then Senator
Harkin. Then I have got to check the list because I cannot quite
remember. It is between Senator Brown and Senator Conrad who
comes next. But Senator Conrad, I assume, is going to be with us
some portion of the morning.

Senator Kassebaum.

STATEMENT OF HON. NANCY LANDON KASSEBAUM, A U.S.
SENATOR FROM KANSAS

Senator KASSEBAUM. Thank you, Mr. Chairman. I will not be
long, because there are a lot of witnesses to be heard from.

I am very appreciative of Senator Brown, who is a co-sponsor of
the SWAP legislation that we introduced in the 103rd Congress
and in this Congress. I think you all are basically familiar with it,
so I will not go into any great detail, except perhaps to explain the
Medicaid portion of it.

I value the expertise on this committee. Senator Moynihan has
worked with these issues for years and understands them well. He
is a caring, concerned person, as is every member of the committee.
The reason, Mr. Chairman, I came to this conclusion is, after look-
ing at it over the last 2 years, I was not convinced we could really
fix welfare from Washington.

It seemed to me that this was an opportunity to really make a
difference. Not that I thought that necessarily we could do it any
better or worse than the States, or the States could do it any better
or worse than we could. The programs included in this swap pro-
posal, basically, AFDC, food stamps, WIC, and Medicaid, are pro-
grams where State and Federal monies are commingled and State
and Federal regulations are commingled making it very hard to
know where accountability lies.

In my SWAP proposal, AFDC, food stamps, and WIC would be
totally terminated from Washington, both in monies and in regula-
tions, I believe, this offers great accountability.

Those three programs cost about $45 billion in Federal funds.
Add to that the AFDC portion of Medicaid, which I think should
be totally the responsibility of the State. In exchange, the Federal
Q(()ivernment would take responsibility for the SSI portion of Medic-
aid.
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Now, that is a balance of about $70 billion that the States would
assume, counting the $30 billion that is currently spent on AFDC
Medicaid in addition to the $40 billion spent in the other programs.
The Federal government would pick up about $40 billion in SSI re-
lated Medicaid costs. I believe there are reforms that we can make
in the Medicaid program for the aged, blind and disabled.

Mr. Chairman, this is not designed to be an enormous budget
saver. It is designed to be, I would hope, a program that would give
us an opportunity to instill greater sense of accountability and re-
sponsibility. I believe that if a State legislature has responsibility
for the money, they are going to have a greater sense of commit-
ment to making sure that it is working successfully.

I am concerned, to a certain extent, with block grants. Although
I believe that is certainly a step forward, it is still money going
through Washington—with administrative responsibilities here,
and increased administrative responsibilities in the States.

I think you know, Mr. Chairman, that States, will soon want
more money, and pretty soon Congress is going to want to add
more regulations, and we will be back to a categorical approach to
providing assistance to low-income families.

I would like to take a couple of States that might interest the
members of the committee and point out what would happen to
those States if my SWAP proposal became law. New York, of
course, Mr. Chairman, is a big winner. By the year 2005, New York
would essentially be ahead by about $10 billion. This is because of
the mix of benefits and current spending levels both from the SSI-
re(liated Medicaid side, and the welfare side, including AFDC-Medic-
aid.

On the other hand, Oregon would not fare well. During the 5-
year transition, everybody is held harmless—it is designed to be a
phase-in period. At the end of the 5 years, the Federal savings
would be used to assist those States that still have to meet a sig-
nificant shortfall, such as Oregon. Oregon, in 1993, would lose
about $444 million; by 2005 there still is a projected loss of about
$394 million.

I think that each of you understand the changes which would
occur in your own States. Most of the eastern States tend tc be
winners. It is more the southern and the western States that would
have adjustments to make.

Thank you, Mr. Chairman. I appreciate being able to talk about
this. I am well aware there is not a lot of support. There is more
interest than support. Maybe I could suggest, although I am not
quite sure how it would work, that we could take a few States, both
States that are winners and States that are losers, which could be
used as demonstrations of my proposal. Now, whether that fits into
the present scenario, I am not sure. But I would suggest that we
should try to fit a demonstration inio the Senate proposal. I think
it is an opportunity for us to really be innovative.

Thank you.

The CHAIRMAN. Thank you very much.

[The prepared statement of Senator Kassebaum appears in the
appendix.]

The CHAIRMAN. Senator Harkin.
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STATEMENT OF HON. TOM HARKIN, A U.S. SENATOR FROM
IOWA

Senator HARKIN. Thank you very much, Mr. Chairman. I thank
mﬁ' colleagues for permitting me to go out of order. Mr. Chairman,
while I do not begin to compare my knowledge and expertise on
welfare with those of you on this panel who have wrestled with it
for so many years, I do believe that what has happened in Iowa
over the last few years, can point the way towards meaningful wel-
fare reform for the rest of this country.

Watching what has happen in Iowa over the last few years has
led me to some conclusions. '

Conclusion #1. I think we must fundamentally change the con-
ceptual framework of how we think about welfare.

Welfare is not a government giving away money for nothing. We
must think about welfare as a contract between an individual and
the government which involves mutual responsibility, that the re-
cipient will contract to do certain things, and the government will
contract to do certain things.

Receipt of AFDC benefits must be conditioned on a signed con-
tract between the recipient, which outlines steps that the recipient
will take to become self-sufficient, and outlines what the State will
do to ensure that this will happen. Additionally, the contract must
state when cash benefits will end. Responsibility should start on
day one, rather than after a couple of years.

Conclusion #2. A second conceptual change in the welfare debate
is how we think about work. I think we have to change our concept
of trying to get someone off of welfare into a job and to think about
getting people from welfare into self-sufficiency.

The average person changes jobs eight times during his or her
lifetime. To prepare someone for a job means that they may have
that job for a short period of time, that job is lost, and they are
right back into the welfare system. We have got to prepare people
to be self-sufficient so that when they lose a job they have the
wherewithal to go out and be marketable in the private sector and
get another job.

The third conclusion I have reached, is that one size does not fit
all. That includes individuals, as well as States, and rigid time lim-
its will not work. I believe if you set a 2-year maximum, I think
that, in many cases, will become the minimum. People will just
stay on welfare for 2 years.

And then if, at the end of that, you say, if you do not have job
there will be a government job, well, people will stay on it for 2
years and then they will get a government job. I do not believe that
will work. Most people do not need to be on welfare for 2 years;
they may need a short period of time, 3 months, five, six, eight, ten
months.

But then there are those tough cases. I have always pointed out
the 18-year-old girl who has two young children, both below the
age of two, she has an eighth grade education. She may have a dis-
ability, or one of her children has a severe disability. I am sorry,
it is going to take more than 2 years to get that person self-suffi-
cient.

So I do not think that a one-size fits all, but I do believe that
we need a basic national framework that assures that children are
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protected and demands responsibility from our recipients. We do
not want to trade one failed dependency-inducing system for 50 va-
rieties of the same thing.

My fourth conclusion is, the private sector has to be involved
from the beginning. In the past, we have thought of people on wel-
fare, they get off of welfare and they get into the private sector.

Our experience in Iowa is, it is better if you get the private sec-
tor involved up front, right from the beginning, with mentoring
programs and working with people on welfare right from the begin-
ning so people know what is expected of them once they do get off
of welfare.

My fifth conclusion is, welfare reform must be bipartisan. Nei-
ther party has a corner on the market of good ideas. Today, Sen-
ator Kit Bond of Missouri and I are introducing legislation, the
Welfare to Self-Sufficiency Act, that I believe meets these tests,
and I have attached a summary of our bill for the committee’s con-
sideration. The bill is modeled, Mr. Chairman, on what we did in
Iowa and Missouri.

I might just say this, I mentioned to a number of people, how
would you like to have a welfare reform bill that could meet certain
tests, it could pass with the support of Pat Robertson conservative
Republicans and Jesse Jackson liberal Democrats?

That is what happened in Iowa. It was signed into law by a con-
servative Republican Governor, Governor Branstad, and only had
one dissenting vote in the legislature. It went through, and the
Iowa legislators are pretty smart people, I would hasten to add.
They are no dummies.

But this was not based upon some shot in the dark. Mr. Chair-
man, this was based upon several years of experimentation in Iowa
on how best to deliver welfare and get people from welfare to self-
sufﬁchency. Based upon those experiments, the Iowa plan was
passed.

Well, what has happened? We had to get waivers, as you know,
to put it into effect. Well, what has happened? Well, I have some
charts here to kind of show what has happened now in Iowa.

The number of families who are on welfare and working has
more than doubled. We now have the distinction, Mr. Chairman, of
having the highest percentage of people on welfare working than
any State in the Nation. It has more than doubled.

Now, the next chart will show what has happened on the case
load. Now, obviously, initially the case load went up because a lot
of people who were working now could get welfare. We knew that
was going to happen.

As some people have said before, we knew we were not going to
save a lot of money in the beginning, but we knew we were going
to save money later on. So, the initial case load went up, and then
it dropped precipitously down, so we are right back down where we
started from after that initial bump in the case load.

But the most important telling feature is the next chart, which
is the cost. What has happened here, total expenditure, you can see
the yellow line is 1994, the green line is fiscal 1993, the blue line
is fiscal year 1992. The red line is fiscal 1995, and that is where
our {,otal expenditures have gone down and it is dropping precipi-
tously.
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So, the number of welfare recipients who are working went up
82 percent, the average size of the welfare grant declined from
$373 to $343 a month, and the number of Iowa families on welfare
has been declining.

So, again, Mr. Chairman, I have often said that lowa is kind of
the Rodney Dangerfield of welfare reform. I think we did it right,
we did the experimentation, we took the best of what we saw
worked, we implemented it, we got it through the legislature, it is
working by any yardstick of measurement. It is working and work-
ing well, yet, no one seems to be paying attention to what we did
in Jowa.

But it is based upon these concepts that I talked about, about a
contract. I would refer to the New York Times article of Friday,
April 7, 1995. This is the lead paragraph. “lowa Plan Tries to Cut
Off Cash. For all the tough talk around the country about cutting
the Gordian knot of welfare dependency, Iowa is the only State
that has cut off cash benefits to families because a parent refused
to go to work or take other steps to get off of welfare.”

So we have got the carrot and we have got the stick, and it is
working. It is cutting money and it is getting people into self-suffi-
ciency. Again, I recommend it highly for your consideration. I think
States ought to have maximum flexibility, but I believe there ought
to be some basic assurances out there and I think the conceptual
framework ought to be one like we've done in Iowa.

[The prepared statement of Senator Harkin appears in the ap-
pendix.]

The CHAIRMAN. Just a quick question, and I will let the rest of
the panel go on. Do you know, or can you tell, if it is having any
effect on illegitimacy?

Senator HARKIN. I do not know the answer to that question.

The CHAIRMAN. What I am curious about is whether there is a
relationship between jobs and job availability and legitimacy or il-
legitimacy. I do not know either.

Senator HARKIN. I do not know the answer.

The CHAIRMAN. All right.

Senator HARKIN. We do not have the research on that. We did
have a control group. We got the waivers. We had to have a five
percent control group that we set aside that is not involved with
this that is still under the old system because there are those who
say, well, sure, you have more people working. The unemployment
rate is low in Iowa, and that kind of stuff.

But the control group that was set aside under the old system,
their employment and everything else has remained the same.
They are not working. So I think, with that control group, we have
shown that this program is getting people to work.

On the answer of illegitimacy, I am sorry, I do not know the an-
swer to that question.

The CHAIRMAN. Thank you very much.

Senator HARKIN. Thank you very much.

The CHAIRMAN. If any of you have to leave, why, go ahead. You
do not have to wait for the entire panel if you do not want.

Senator HARKIN. Thank you, Mr. Chairman. I thank my col-
leagues.

The CHAIRMAN. Senator Conrad.
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OPENING STATEMENT OF HON. KENT CONRAD, A U.S.
SENATOR FROM NORTH DAKOTA

Senator CONRAD. Thank you, Mr. Chairman, and thank the other
members of the panel as well. I wanted to appear before you today
to tell you that I will introduce very shortly two significant welfare
reform measures.

The first one will focus on SSI because I think this committee
has heard very clear and compelling testimony that the SSI pro-
g}x;am needs to be dramatically reformed, and my legislation will do
that.

At the same time, I think all of us have a clear obligation to rec-
ognize that this program protects 850,000 disabled children in this
country, and we want to fix the problem and, at the same time,
protect those kids.

Mr. Chairman and members of the committee, I think we should
be very up front. If we are serious about reform, children will be
taken off the rolls. Frankly, that is appropriate because we have
got children on the SSI rolls that never should have been there.
The current definition needs change. I think virtually everyone
that has examined this question is in agreement on that matter.

So, Mr. Chairman, members of the committee, I think this is
something that could be done on a bipartisan basis in terms of SSI
reform. I hope that is the case. I welcome your reactions to the
draft that I present.

The second measure that I will be introducing is the Work Ac-
countability and Gainful Employment Act, what we call the Wage
Act, which I think is, perhaps, the most comprehensive Senate pro-
posal that dramatically reforms welfare while retaining an element
of entitlement to protect children, as well as States, from an eco-
nomic downturn.

The Wage Act I will be introducing abolishes welfare as we know
it. In its place, States will be given substantial flexibility to design
work programs that move parents into the work force,

The Wage Act will encompass four themes. One, work. From the
day that a parent sets foot in a welfare office, we will expect that
person to demonstrate progress towards self-sufficiency.

Second, State flexibility. There is one thing that we have heard
over and over, and that is, give the States the chance to devise
their own programs. We do that in the Wage Act. States will have
unprecedented flexibility to design effective work programs under
a new Work Accountability and Gainful Employment block grant.
The Wage block grant will also provide incentive payments to
States for moving parents into the work force.

Three, it is pro-family. Families that stay together and play by
the rules will be supported in their efforts to be self-sufficient. For
children in divorced or never-married families, both parents will be
expected to provide financial assistance through extensive and
tough new child support enforcement measures.

Fourth, the Wage Act protects children. A transitional aid pro-
gram will provide wages and cash assistance to families with chil-
dren. States will have substantial flexibility to determine eligibility
and to set benefit levels and time limits. Teen parents will be re-
quired to stay in school and to live with their parents, or in adult-
supervised living arrangements.
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My bill will save money and reform the welfare system without
resorting to a free-for-all AFDC block grant approach that does lit-
tlekto hold States accountable and that puts America’s children at
risk.

While there are savings to be realized in ending welfare ineffi-
ciency, I hope the Senate’s deliberations will emphasize, first and
foremost, that welfare reform is not an experiment to be tested on
America’s poor children. The House bill allows States to count peo-
ple as working who are kicked off the rolls. I do not think that is
appropriate.

The persons most affected by our deliberations are America’s
children, and I hope that our efforts will focus on supporting and
enabling their parents to become self-sufficient. The Congress must
confront head-on the reality that children are the poorest group in
American society. We all know the numbers.

The Casey Foundation reports that children who grow up with-
out fathers are five times more likely to be poor, twice as likely to
drop out of high school, and much more likely to end up in foster
care or juvenile justice facilities.

We talked about the statistics earlier, that currently 30 percent
of all births in the United States are out of wedlock. That is a na-
tional scandal. Those trends must be reversed if we are to prepare
children for the future.

Mr. Chairman, members of the committee, I believe the Amer-
ican people want a welfare system that emphasizes work. I think
they want one with substantial flexibility for States to determine
their own policy. Let them be the laboratory, let them experiment.
They want a system that provides transitional assistance for people
who have fallen on hard times.

In return for short-term assistance, I think they expect parents
who receive help to work. That is at the heart of the proposal that
I am making.

I thank the Chair.

The CHAIRMAN. Thank you.

[’I;ihe ]prepared statement of Senator Conrad appears in the ap-
pendix.

The CHAIRMAN. Senator Brown.

STATEMENT OF HON. HANK BROWN, A U.S. SENATOR FROM
COLORADO

Senator BROWN. Thank you, Mr. Chairman. I appreciate the
chance to be here, and I most particularly appreciate this commit-
tee’s focus on this issue. I think it is the single most important
issue we have before Congress.

It is a fascinating issue because it is an issue in which the rules
of the game get all mixed up. Everyone who comes to this problem
wants to solve it, liberal or conservative, Democratic or Republican,
from the east or the west, or the north or the south.

In that way, it is fascinating, because everyone, with this issue
unlike some other that we have, starts with roughly the same goals
in mind. What makes the difference and makes the debate, I am
convinced after watching this for awhile, is our own personal back-
ground.
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As I have watched people debate this over the years, both in the
House and the Senate, what I find so often is that people draw on
their own experiences in life to decide how you help someone get
off of welfare and out of poverty. They base it on their own experi-
ences. That does not surprise anyone. But what has formed the de-
bate is the kind of experience legislators have and how they differ
sometimes.

What I have found, at least in the past, as someone who did not
come from a very wealthy family, is that I view work differently
than someone who came from a rich family. For me, and I think
for others here, work has a different meaning than it does for oth-
ers. For me, work was the way that I got to go to high school and
to college. For me, work was the way that I prepared for a better
job.

! For me, work was a way that I built personal self-confidence that
let me make my way in the world. For me, work was a way out
of poverty. For others, work was a penalty that their father might
impose on them if they did not get good grades in school. It was
not that one view was wrong or right, but people had different
views of what the words meant and what the right solution was.

But I am convinced that for most people who grow up poor, the
key, the passport, the opportunity, is a job. It is a way they can
become independent. It is the way that they build self-confidence
that may not be there in other aspects of their life.

Growing up without a parent is tough, but growing up without
a parent without a mechanism that builds self-confidence is dev-
astating. Work is one way to build self-confidence, self-esteem, and
self-reliance.

I understand you are thinking of block granting a lot of this, and
passing it to the States. That may well be the way to do it, but I
hope you would keep these things in mind.

One, if you block grant it, I hope you would consider language
that I will send to your staffs, but makes it clear that the block
grant money is allocated by the normal means that a State appro-
priates money.

There are a few States in the Nation that have a problem that,
when you give Federal monies to States in block grants, the funds
bypass the legislature. It is a problem, and I hope you would con-
sider language that simply makes it clear that the block grants
monies are handled in the same way that the State normally ap-
propriates money.

The CHAIRMAN. Is Colorado one of those States?

Senator BROWN. Colorado is one of the few.

Second, T hope you would consider the limitations on administra-
tive overhead that the House has put in its bill. I do not know that
there is any magic to the numbers. In one area they use a five per-
cent administrative limitation, in another, a 2 percent.

But what could happen is that a State administration that runs
the program would take a huge share of the money just for their
bureaucracy, and little, or a limited amount, would get to the area
where the action and the needs are.

States vary, as you well know. Some run their welfare programs
at the State levels, some at the county levels. But I would hope you
would consider some limitation on the administrative costs—for
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staff who only provide administrative services and do not provide
services under the programs.

Third, I hope if you do not block grant the AFDC JOBS Program,
that you would consider the Breaux-Brown bill. And if you consider
programs in your bill that are normally thought to be in Senator
Kassebaum’s job training consolidation bill, or Senator Kasse-
baum’s committee’s jurisdiction, that you would consider the
Breaux-Brown approach.

What Breaux-Brown does, is basically this: it allows States to
privatize the job placement function. It is an option for the State
to say, look, we will either have the State agency get involved in
job placement, or we have the option to allow a privatization of the
job placement function. What it is is simply a voucher, that the
beneficiary can take to a private employment agency to help them
get a job.

The way we suggest this work is, the private employment agency
only gets 25 percent of the fee up front, and they get the other 75
percent later on if the person has held the job for 6 months. But
it is a way to privatize the job search function that I think can be
helpful.

Last, let me simply suggest this. I know we focus a lot on requir-
ing work, but the key thing here, is to eliminate the prohibitions
on work. In the Family Support Act, there are three major prohibi-
tions on work that sabotaged our efforts.

Let me just quote a number to you that I think may shock you.
From the 1984 Ways and Means Green book, 61 percent of JOBS
participants were in education and training programs, and only
four percent were in some other type of work program.

There are three specific legislative prohibitions on work that I
am concerned about, and I will submit that in a memo to your
staffs, if I may. I would hope those would be repealed.

[The information appears in the appendix.]

Senator GRASSLEY. You might as well let him mention those, be-
cause I was going to ask about those anyway.

Senator CHAFEE. Yes. I am interested, too. What are the three
disincentives to work, just briefly?

Senator BROWN. Number one, in 42 USC, 684(c)(3), “No partici-
pant may be assigned-under Section 482(e),” that is the work sup-
plement program, “or Community Work Experience,” the CWEP
program, “to fill any established unfilled vacancies.”

In other words, you cannot refer someone, a welfare recipient, to
a job unless it is an entirely new job under the CWEP or the Work
Supplement program. If there is simply an unfilled vacancy that
comes up that the person is qualified for, under our laws we have
prohibited referring him to that position program. That is devastat-
ing, because it is a great opportunity to get people to work right
away.

The second one is that, in effect, CWEP assignments are effec-
tively limited to 9 months because of the way you calculate mini-
mum pay and calculate the hours worked. I think it is simply a
matter of making sure you calculate it correctly. But that needs to
be changed, and I will submit that.

Last, States can only require eight weeks of job search for AFDC
applicants, and then eight weeks a year thereafter. My hope is that
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you would remove that restriction as weil because, for some, it may
take more than eight weeks to find a job. Obviously it is going to
vary, but those three, I think, are the critical ones.

One thing I might mention, though, that I think is so important,
the State bureaucracy in Colorado is focused on education and
training, and if you do not show up for the education and training
they do not sanction you.

All this stuff we put in the 1988 Act did not work, because we
thought, you are either going to work, or you are going to get train-
Ing, or you are going to get educated, and if you do not do one of
those three, you are going to get sanctioned.

The way it works in Colorado, and I suspect around the country,
is they get assigned to an education program or assigned to a train-
ing program, and when they do not show up, there are no sanc-
tions. Frankly, our bureaucracy is focused solely in the training
and education areas and there is almost no focus in most of our
communities on job referrals. It just simply has not worked.

The CHAIRMAN. Just a question. Do either you or Senator Conrad
know, and I ask this out of ignorance, is there any relation between
whether or not you have a job and legitimate versus illegitimate
births? I do not know.

Senator BROWN. I do not either.

Senator CONRAD. I do not know either, but I suspect there is. I
mean, in talking to people who, in the D.C. area, are deeply in-
volved in trying to assist this community, you find a tangled thick-
et that leads to this kind of behavior. People do not have anything
to do, they have got all kinds of time on their hands, and they have
got, unfortunately—

The CHAIRMAN. I am not sure what you are leading to right now.

Senator CONRAD. Well, I am not going to go any further than
that, Mr. Chairman. But I think you create an environment that
really is conducive to that kind of behavior. And if people are work-
ing and they have some self-respect, it helps change behavior.

I mean, every single person I have talked to who has dealt with
this community—and I have talked to dozens who are welfare
workers, outreach workers—and you say to them, what is the sin-
gle most important thing you can do, without reservation, it is a
job. I think it would go a long way toward dealing with a lot of
these problems.

The CHAIRMAN. Senator Faircloth.

STATEMENT OF HON. LAUCH FAIRCLOTH, A U.S. SENATOR
FROM NORTH CAROLINA

Senator FAIRCLOTH. Thank you, Mr. Chairman.

I agree with Senator Brown on how we approach this, and our
work ethic and where we come from at work. Work was a way of
life for me, and I have never known anything else. I do not know
when I began, and I do not plan to quit.

Before coming to the Senate I spent 45 years in the private sec-
tor and met a payroll every Friday as a businessman and a farmer.
Every year I watched as the Congress convened and adjourned and
left it more difficult for working taxpayers to make ends meet be-
cause of the out-of-control government spending programs that had
put the country on the path to a fiscal disaster.
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We could not have gotten a clearer warning than the dollar’s
steep decline which has followed the defeat of the Balanced Budget
Amendment. Of all the spending programs irnplemented by the
Federal Government, I do not know of a group that has been a big-
ger and more complete failure than those collectively known as
welfare.

The problem is not a lack of spending. Since 1965 when the War
on Poverty began, welfare programs have cost taxpayers $5.3 tril-
lion in constant 1993 dollars. $5.3 trillion.

Currently, the Federal Government runs approximately 76
means-tested welfare programs at a cost, in 1994, of $359 billion,
and this amount is projected to reach $538 billion by 1999, if cur-
rent trends continue.

Ignoring a simple principle has gotten this Nation and the poor
included into the present fix. That is, you get more of what you pay
for in this country. For the past 30 years we have subsidized, and
thus promoted, self-destructive behavior, like illegitimacy and fam-
ily disintegration.

Today, as we have heard previcusly, almost one in three Amer-
ican children are born out of wedlock, and in many communities
the illegitimacy rate is almost 80 percent. A dramatic change is
needed, and a complete reversal of what we have done in the last
30 years.

In a few days I intend to reintroduce a welfare bill similar to the
one which I introduced last year with Senator Brown and Senator
Grassley. The bill has three goals: to reduce illegitimacy, promote
work, and control the growth of welfare cost.

The bill will convert 67 means-tested welfare programs into a
single block grant to the States. Sperding increases for this block
grant and several other Federal welfare-related programs will all
be subject to an aggregate cap of 3 percent growth per vear, no
more than.

The single block grant will give States the flexibility to design
programs which meet the specific needs of their poorest citizens. If
one State has a particularly successful program of its own, or if the
State wants to double its Head Start or WIC budget, it could do
so using the block grants or State funds.

My proposal will require able-bodied welfare recipients to work
in return for their benefits. By 1997, the second year after enact-
ment, half of all welfare beneficiaries will be required to do commu-
?ity service or work in public or private sector jobs for their bene-
its.

One of the most insidious aspects of the welfare system is its de-
structive effect on the family. Our welfare system tells a young
womar, in effect, that she can collect up to $15,000 per year in
benefits as long as she does not work or marry an employed male.

Under such conditions, it makes more sense to remain unmar-
ried. Welfare has transformed the low-income working husband
from a necessary breadwinner into a financial liability.

When the Great Society for anti-poverty controls were instituted
in 1965—this is a figure we have heard earlier today—the out-of-
wedlock birth rate in the U.S. was seven percent. Thirty years later
it has jumped to 30 percent. And, as President Clinton has said,
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by 2015, 50 percent of the children born in this country will be
born out of wedlock.

Real reform has to discourage destructive behavior and encour-
age constructive behavior. Starting prospectively, 1 year after en-
actment of my bill would eliminate direct welfare subsidies, except
medical aid, to unmarried women under 21 who have children out
of wedlock.

State governments may use the block grants to develop alter-
native programs and strategies for assisting children born out of
wedlock. The bill also encourages marriage by providing a tax cred-
it for low-income employed couples.

The block grant approach acknowledges that three decades of
Federal welfare policy have failed, and the time has come to recog-
nize the States’ ability to lead. But, under any current block grant
proposal, including my own, the Federal Government would still be
the source of 75 percent of total welfare financing.

As long as that is the case, we, in Congress, should not abdicate
our responsibility to the taxpayers in the name of welfare reform,
or any other reform. I agree with the opinion of many Governors,
that welfare block grants should be as flexible as possible to allow
individual States to meet their unique needs.

Block grants and State flexibility are necessary steps in welfare
reform, but they are not solutions in themselves. Our welfare re-
form goal must be a welfare system that truly will require work
from all recipients, reduce illegitimate births, and operate effi-
ciently.

Mr. Chairman, I strongly disagree with those who advocate a
block grant program that resembles little more than a blank check
to the States from the U.S. Treasury, no questions asked. Such a
no-strings approach would reduce the Federal role in welfare to lit-
tle more than a tax collection agency for the States. States would
get the money without accountability.

I am disappointed that the same Governors who have shown so
much vision have now embraced the blank check concept. In doing
so, they are asking us to continue an old, big government approach:
throw more money at a problem and hope it goes away. This has
not worked in the past and it will not in the future.

I say to the Governors proposing a no-strings block grant, if you
do not want strings attached to the money you receive from the
Federal Government, simply do not take it; raise your own money
from the taxpayers in your own State and then you are free to
spend it just as you please.

Finally, as the Senate now takes up welfare reform, we must be
willing to make the kinds of tough decisions necessary to reduce il-
legitimacy and promote work or we will condemn yet another gen-
eration to the crippling effect of welfare dependency. The state of
our welfare system demands that we take immediate action, but we
must do so with a clear purpose in mind.

I thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator.

[The prepared statement of Senator Faircloth appears in the ap-
pendix.]

The CHAIRMAN. Senator Santorum.
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STATEMENT OF HON. RICK SANTORUM, A U.S. SENATOR FROM
PENNSYLVANIA

Senator SANTORUM. Thank you, Mr. Chairman. I appreciate the
opportunity to come and testify before the committee.

For the committee’s edification, I just wanted to provide you a
little bit of my background on this issue. I served on the Ways and
Means Committee and was the Ranking Republican on the Human
Resources Subcommittee last session of Congress, and was asked
by the leader then to Chair a task force on welfare.

We did, and we came up with a bill, H.R. 3500, which I had a
big hand in writing, which became the basis for the Personal Re-
sponsibility Act in the Contract and, subsequently, H.R. 4.

So, I come here, not with my own bill, but, in fact, to talk about
the House bill, which is really a product of some of the work that
I had put in over the past couple of years.

I will tell you, from the task force work, we did not sit down and
look at welfare as how we can cut money from the welfare program
or how we can save money to reduce or balance the budget, we
came with the idea of not reforming welfare. I do not think this
committee should loock at this process as a reform of the current
welfare state.

What we should look at is an action plan to eliminate or alleviate
poverty in this country, that I do not think we should be bound by
the existing system. We have the opportunity to create any system
we want, and I hope that we do not Fook shackled at all these little
programs we have put together, and put blinders on, that all we
can do is rearrange the deck chairs within these little programs.

We have an opportunity to do much more, and to be much more
progressive, because I think, as everyone said, and Senators have
commented in their comments, the system does not work. Why try
to rearrange a system that does not work; let us create one that
does, with all the right incentives.

I am going to talk about some of the provisions of H.R. 4 that
is before you, and I will do so and talk about some of the more con-
troversial elements, and certainly would be free to answer ques-
tions on anything else.

One element that the President has criticized the most is, H.R.
4 is weak on work. All T can tell you is, H.R. 4 is a product of, as
1 said before, H.R. 3500 of the last session, of which the President
used as a model for his bill. I do not say that; Secretary Shalala,
who came and testified before the Ways and Means Committee last
year, said she used this as a model for their bill.

The work provisions in H.R. 4 are almost identical to what was
in the previous House bill, which the President, in his recent press
conference, said that the previous House Republican bill was a
good bill and it was one that we could work together on.

So, I do not understand where he has found that, all of a sudden,
this bill is now weak on work. It is very strong on work. It has a
2-year limitation that everyone must get into, and have training
and education, et cetera. But, after that 2 years, you must work.

Fifty percent of the entire case load, when it is fully phased in,
will have to be in a work program. They will have to work for a
period up to 3 years. At the end of that two plus 3 years, which
1s a total of 5 years, we have the ultimate work program. You have
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got to go find a job because welfare ends. Now, I do not know how
that is soft on work. I think it is a very strong work program.

No, we do not, in the bill, prescribe exactly what the work pro-
gram will look like. We do have a requirement of hours, 20 hours
for the first year, and phase it in to require a higher percentage
of work. But we allow the States the flexibility to design that pro-
gram, which I think is appropriate.

The second big criticism that I have heard, is the question in
legal immigrants. I know there are members of this committee who
have problems with the provision dealing with eliminating benefits
for legal immigrants, as do the Governors. I will tell you, when we
made that decision to put the legal immigrant provision in the bill
it waF not because we knew how much money we were going to get
out of it.

It turns out that it’s $21 billion over 5 years. It is not incon-
sequential. The reason for that is, there are a lot of legal immi-
grants on these programs. But we did not have any idea of what
the number was. We had no CBO estimates. We put it in because
we thought, on policy, it was d good decision. Policy-wise, this was
the right thing to do.

I know the Senator from Wyoming knows these issues very well.
But we can go back to the Massachusetts Bay Colony and every im-
migration act ever passed which says that people who are likely to
be public charges or paupers are not allowed to be admitted to this
country, and being a public charge is grounds for deportation.

I am the son of an immigrant who came through Ellis Island and
who was not a wealthy person when he came to this country, so
I understand this issue very well.

But to suggest that we have some special obligation, we are the
only country in the world that does this. I think we have a right
to look at where we should focus our resources.

I think the legal immigrant provision, which, by the way, is not
just in H.R. 4, it was in the previous Republican bill, it has been
in both Democratic bills, the one introduced last year and this year,
it was in the Clinton bill.

It was not as extensive; President Clinton did not eliminate it,
but he extended the deeming provision from 5 years to 10, which
virtually eliminates it. So, this is not a radical idea of the fringe
of one side or the other.

Finally, the other point that I wanted to make that I know has
gotten a lot of controversy, and I will end, is the SSI program. I
have not seen Senator Conrad’s bill, but I appreciate his comments
on the SSI program. The SSI reform that happened in the House
bill that we put in our bill was not a partisan bill. Jerry Klechka,
from Wisconsin, worked hand-in-hand in developing this legisla-
tion, as I think will be the case.

I have looked at a lot of welfare programs over the past few
years, and there was no program that cries out for reform more
than the SSI program, whether it’s the drug and alcohol program,
where we have had testimony before Senator Cohen’s Committee
on Aging, and I am sure before this committee.

We were killing people with this SSI program for drug addicts
and alcoholics. We are giving them money to do what? To stay
drug-addicted and alcoholic for the rest of their life.
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That is not me talking, that is the Administrator of the Social
Security Administration, who testified before the Ways and Means
Committee that, in the history of this program, not one drug addict
or alcoholic has ever proven to come off that program through reha-
bilitation.

Now, if that is the record, that is certainly not a program that
helps people. So I would suggest that eliminating that program,
which the House bill does, is a very progressive idea, not one that
should be criticized. And I know my time is up, so I will end there.

[The prepared statement of Senator Santorum appears in the ap-
pendix.]

The CHAIRMAN. Any questions of the Senators?

Senator BRADLEY. Mr. Chairman, this is an important issue and
it is important for the committee to look at it carefully. I appreciate
the contribution from all of the Senators who came here today to
offer their suggestions on Aid to Families with Dependent Chil-
dren, which is a $14 billion program.

I hope that we will have an equal number of Senators when we
get into Medicare and try to figure out how we are going to reduce
expenditures for Medicare. I hope that we will have the same kind
of suggestions.

The CHAIRMAN. Senator Breaux.

Senator BREAUX. I thank all of our colleagues. Senator Brown
has had to leave, but has joined with me. I understand he made
a comment about the voucher program that we were trying to work
on together.

Senator MOYNIHAN. Yes, he did.

Senator BREAUX. Senator Conrad, thank you.

Senator Faircloth, I liked your comment about, if we are just
going to turn everything over to the States, perhaps we should con-
sider letting them raise all the money.

Senator FAIRCLOTH. I think if they want no strings attached then
t}tle_y should raise it within the State, and then they do not have
strings.

Senator BREAUX. Of course, that is not what they want.

Senator Santorum, let me ask you, the approach you are advocat-
ing today seems like it is different from what you were advocating
last year, in the sense that H.R. 3500, as I remember it, really had
an individual entitlement, it was not a block grant last year.

This year the proposal, in fact, is a block grant. Last year’s pro-

posal had ’Ipretty specific prescriptions on the type of work that was
required. This year’s approach says, let the States decide what they
want to do with that.
_ Last year’s bill had about $10 billion in extra funding for train-
ing and education, this year’s approach cuts about $60 billion out
over a S-year period. Those are some major differences that have
oc}t;u;’red in just a matter of a couple of months. Can you tell me
why?

Senator SANTORUM. The bill has obviously been moved to a more
flexible bill, and it has really been through the influence of the
Governors. Those ideas that you just reflected were differences
were all things that we debated in our task force, and we deter-
mined that we wanted to give States a lot of flexibility, but we did
not want to turn the whole ball of wax over to them.
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I can tell you that I have some concerns about some of the block
granting that was done in the bill, and I do believe that we have
a role—Senator Faircloth is right—that if we are going to be rais-
ing these dollars, that we have a right—in fact, I think an obliga-
tion—to set forth the parameters of who is entitled, who is not,
who qualifies, and who should not.

I think a lot of the open-endedness in the House should be
worked on over here, but I think the general direction of where the
House has gone in the prescriptions they have put forward—I
mean, the under-18 provision with no cash assistance was in H.R.
3500. I know it has been roundly criticized by the administration,
but that was something they said was not such a bad idea last
year. So, there are some differences, you are right.

I have some concerns about some of the daycare funding that
was reduced because we did have more money for job training and
for daycare. I think, if we are going to require people to work, that
we need to look at providing some assistance and transitioning peo-
ple off into the workplace.

Those are ideas that I hope this committee will grapple with, but
I guess my point was, the fundamental underpinnings of this bill
and the direction it takes is the right one, and I think it is just
really a matter of degree, not direction, at this point.

Senator BREAUX. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Graham was here first, then Senator
Simpson.

Senator CONRAD. Mr. Chairman, might I just comment on what
Senator Santorum mentioned just moments ago? I would really
urge colleagues to take a look at the bill that I will be introducing
because I think it does strike a balance.

It provides for block granting of what we have termed a Wage
program, which is a replacement for the JOBS program and all of
those programs that are supportive of getting people to work.

We also have block granted child care assistance but with re-
quirements. It is not the no-strings attached approach, although it
has enormous flexibility for States; they can decide benefit levels,
they can decide sanctions, they can decide time limits.

They have got enormous flexibility here to address the questions
and to experiment, but we do retain the element of an entitlement
with respect to a transitional aid program which replaces AFDC,
again, with enormous flexibility to the States. But it is not no
strings attached.

I, frankly, agree with Senator Faircloth. I mean, if the States
want to make all of the decisions, no strings attached, let them
raise the money. As long as we have got a responsibility for raising
money, we have got some responsibility for how it is spent. But I
do think we ought to give enormous flexibility.

The CHAIRMAN. But that assumes we have the knowledge to
know how it should be spent. If we do not, we might be better off
to have fewer strings.

Senator CONRAD. What my legislation provides is dramatically
reduced strings, but you do not clip the connection between an obli-
gation to serve kids that are eligible. I mean, I just think that
crosses the line.

Senator FAIRCLOTH. Mr. Chairman.
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The CHAIRMAN. Senator Faircloth.

Senator FAIRCLOTH. If we know how to raise it, if we know how
to take it away from the people, we ought to know how to spend
igi If we do not know how to spend it, we ought to leave it with
them.

The CHAIRMAN. I would say that our expertise in taking the
money is a lot better than giving it.

Senator FAIRCLOTH. Well, we have certainly had more practice in
it. [Laughter.]

The CHAIRMAN. Senator Graham.

Senator GRAHAM. I would like to ask Senator Santorum, on the
issue of legal aliens question. Immigration is _a constitutional re-
sponsibility of the Federal Government. The Federal Government
has chosen to operate the program in the manner that you have
described, including having relatively weak requirements upon
sponsors of legal aliens, and even weaker enforcement of those
standards.

My concern is that, at least in the experience in my State, most
of the people who are legal aliens and receiving benefits fall into
two categories. They are people who are either elderly, they have
grown old while they have been in this country, or they are people
who are disabled, they have suffered some health or accidental cir-
cumstance that has caused them to be unable to work or be fully
functional.

If the Federal Government is to say, we are not going to provide
any support for those people, they are still going to require some
form of assistance. That is likely to then become another form of
unfunded mandates on the communities in which these people live,
starting with the failure of the Federal Government to have an
adequate immigration policy.

Is that fair on those communities? Does that not run contrary to
one of the most significant bills that this Congress has already
passed on unfunded mandates, and would you not consider that if
we are going to adopt this position of cutting legal aliens from their
benefits, that we ought to do it prospectively and in conjunction
with strengthening some of our immigration standards and not do
it retroactively?

Senator SANTORUM. Well, we do not do a retroactive. There is a
1-year phase-in under all the bills that have been considered, so
the 1-year phase-in is given for people who have been in this coun-
try the amount of time necessary to qualify for naturalization, to
go through the naturalization process. On average, it takes about
that long for someone to go through that process, so it is not a ret-
roactive phase-in. In fact, we give folks the opportunity to do so.

But you do talk about something I think is very important.
Whether this committee comes out in favor or reducing or eliminat-
ing benefits, H.R. 4 does not go as far as H.R. 3500 in eliminating
benefits. H.R. 3500 eliminated all means-tested benefits for illegal
aliens; H.R. 4 only eliminates five. It is five big programs, but it
1<iaves in place a lot of the job training programs, and everything
else.

What we hopefully can agree on is the provision of H.R. 4 which
strengthens the sponsorship agreements. H.R. 4, as all the previous
bills, only eliminates benefits for sponsored immigrants. It does not
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eliminate benefits for refugees or asylees, it does not eliminate ben-
efits for people over 75. So, you are right, a lot of the concerns are
elderly, and we took the number 75 as probably too old to work or
provide for yourself, and said anyone over that age.

Sponsorship agreements are not legally binding today. People
sign sponsorship agreements saying they will take responsibility
for the person who comes in, but that is not a legally binding
agreement, it is not enforceable anywhere, and so it is a joke. We
use it as a way to get people into this country, but there is no force
of law on the sponsor to really follow through.

Now, under this bill, sponsorship agreements would be legally
binding and you could actually haul someone in and garnish their
wages or take money to make sure that they provide for the person
they sponsored to come into this country. That is an important
change that we have to make, irrespective of whether we eliminate
or reduce benefits to legal aliens.

The point I wanted to make is, we are talking about sponsored
immigrants who come to this country because someone in this
country of means signs a document that says that they will provide
for them.

So we are not cutting them loose and saying it is a public charge
on the State now, we have someone who said that they would take
responsibility. In rare cases it is not, but it is almost always a fam-
ily member.

In that case, why should the government step in and relieve that
person of a responsibility they said they would assume? That is
what, really, this bill does.

The CHAIRMAN. Senator Simpson.

Senator SIMPSON. Thank you, Mr. Chairman. Thank you all. I
find this very intriguing. We must try to, I think, differentiate be-
tween immigration reform and welfare reform, although they cer-
tainiy should be receiving our attention.

But the Senator from Pennsylvania is absolutely correct, we have
had laws on our books since the late 1800’s which say that a per-
son cannot come to the United States and be a public charge.

The courts, in their wisdom, chose to make it so difficult, and
then the administration of it, that it means nothing; you can be a
public charge and you will not be deported. We are going to change
that, I hope.

One of the ways to do it is here, where we will deem that the
person is going to be supported by the sponsoring relative and
make the deeming period. We will see where that goes. But, never-
theless, we have to strengthen the sponsorship role here. If they do
not sponsor as they pledge to do, then the subject will be deport-
able. Now, that is going to be part of this new legislation. I think
it will come to pass.

This will be a bipartisan immigration bill, and we will have a
mark-up starting in subcommittee May 17th. We are going to use
all the good wisdom of a lot of bipartisan effort—yours, Senator
Santorum, Senator Feinstein, Senator Shelby, Senator Bradley,
Senator Dole, Senator Reid—and we are going to put out a tough
piece of legislation which will go to the floor and get tougher, which
is a curious thing that will happen this year that has never hap-
pened before, and we must be very careful. But I would just say
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one thing, I cannot see how you can punish permanent resident
aliens, because if there are more people per capita who are perma-
nent resident aliens getting welfare than those who are American
citizens, I would like to see that statistic, because I do not believe
that is true.There are about 11 million permanent resident aliens
in the United States. They have been here 20 or 30 years with
their green cards, they are in the Rotary Club, they are in the
Chamber, they go to work. The only thing they do not have that
we do is the right to vote.

I cannot understand yet how they got singled out, unless it is
just a failure to understand the difference between an undocu-
mented alien, a permanent resident alien, an aslyee, or refugee.
But permanent resident aliens have never been singled out like
this, except one other time, and that was during World War II
when they were picked up in California and removed to Wyoming.

I just think this is not an appropriate thing to do. But we did
not do that with the Germans, we did not do that with the Italians,
we did it to the Japanese. That is, I think, one that leaves a real
mark on all of us who of an age to remember it, anyway.

So, I have trouble with that. Everything else you are doing, spon-
sorship, deeming periods, 1 am with you. But that one, we can talk
about. Do you have any further thought on that?

Senator SANTORUM. What the intention was, was to make spon-
sorship of someone who comes to this country a real responsibility.
We found such horrible enforcement of the sponsorship provisions
that we believe that the best way to do it was to not even require,
in a sense, the enforcement for purposes of determining a welfare
benefit, so we just did a carte blanche removal of sponsored immi-
grants who, as you suggest, in some cases may be permanent resi-
dent aliens in this country who have been here for 20 years, whose
sponsor may be dead. I mean, there are certainly facets.

All T would suggest is, there is nothing prohibiting any of those
people from applying for citizenship if they want to do so. In fact,
having a provision like this, some would suggest, encourages citi-
zenship. Now, I know that may not be the most altruistic way of
encouraging citizenship, but I am not too sure that is necessarily
a bad thing.

Senator SIMPSON. We are finding that there are huge increases
in citizenship applications among those permanent resident aliens
who have been here over 5 years because of the national debate at
this time, big time.

Senator SANTORUM. I am not too sure that is a bad thing.

Senator FAIRCLOTH. Mr. Chairman, may I ask Senator Simpson
a question?

Senator SIMPSON. Yes, sir.

Senator FAIRCLOTH. Why not put a law requiring them to become
citizens after 5 years, or leave?

Senator SIMPSON. There are considerations of that nature, or
maybe 10 years. But that will be discussed, too.

Senator FAIRCLOTH. I think after 5 years they have had long
enough to look at the country; they ought to decide whether they
want to stay or leave.

Senator SiMPSON. Well, oddly enough, you always cut right to the
quick in the most extracrdinary way. There is no one that can do
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it like the old Scotsman from North Carolina, and I admire that
greatly. But, remember, about 80-85 percent of the people from
Mexico who are eligible to go to citizenship never do——

Senator FAIRCLOTH. That is right. That is exactly my point.

Senator SIMPSON. [continuing]. Even though they have been here
20-30 years, because they like the dual aspects and advantages of
both countries.

Senator FAIRCLOTH. That is exactly my point.

Senator SIMPSON. Thank you.

The CHAIRMAN. I would like to ask, because we have more wit-
nesseI%, if the Senators could restrain themselves a bit.

Bill?

Senator BRADLEY. Yes. I just want to clarify one thing with Sen-
ator Santorum. You said that the bill saves $21 billion over 5

ears.
Y Senator SANTORUM. I said that the provision dealing with legal
immigrants has been scored by CBO as a savings of $21 billion
over 5 years.

The CHAIRMAN. That is in all of the programs.

Senator BRADLEY. That is my point.

Senator SANTORUM. That is correct.

Senator BRADLEY. So how much of that would be savings in the
Aid to Families with Dependent Children?

Senator SANTORUM. I do not have it broken out program by pro-
gram, but I am sure we can get the CBO break-out.

The CHAIRMAN. It is a smaller amount.

Senator BRADLEY. My sense is, it is a minuscule number.

The CHAIRMAN. Yes, it is.

Senator SANTORUM. Yes. I am sure it is not a big number. The
big number is Medicaid. I know that is the big number.

Senator BRADLEY. The big number is Medicaid.

Are you suggesting that in the 2- and 5-year limits, apply only
to Aid to Families with Dependent Children, or to Medicaid and to
SSI as well?

Senator SANTORUM. The 5-year work requirement period, all that
applies to AFDC cases. SSI cases, by virtue of the fact they are
SSI, they are disabled. There is no work requirement there. People
who exhaust the five-year period would still be eligible for food
stamps and Medicaid, so there is no limitation on AFDC case load,
people on Medicaid and food stamps.

Senator BRADLEY. So it only applies to AFDC.

Senator SANTORUM. It only applies to the cash assistance pro-
gram.

Senator BRADLEY. What happens if, at the end of five years,
there is somebody who cannot work? What happens?

Senator SANTORUM. The State has discretion to set aside 10 per-
cent of the case load that could continue to be on welfare because
they have designated them as not being able to work, or whatever
the case is, so there is some flexibility.

By the way, I was just handed the numbers, so if you want the
numbers, I can give them. AFDC is $1.15 billion. That is the 1-
year, 1993 cost for legal immigrants on AFDC, $1.15 billion. So, it
is a substantial amount. I mean, about five or 6 percent of the en-
tire AFDC case load are legal immigrants. The Medicaid number
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is the big number for a l-year cost, which is about $7 billion a
year.

Senator BRADLEY. Well, how does that get to $21 billion over 5
years?

Senator SANTORUM. That is a 1-year cost.

The CHAIRMAN. The $21 billion is a 5-year cost.

Senator SANTORUM. The $21 billion is a 5-year cost.

The CHAIRMAN. That includes Medicaid.

Senator BRADLEY. But if $7 billion is 1 year for Medicaid, and
$1.15 billion is AFDC, they are already at $9 billion in 1 year and
you have said it is $21 billion savings over 5 years. Something does
not work out.

Senator SANTORUM. Again, I apologize. They are using all legal
immigrants. That is not just sponsored immigrants.

Senator BRADLEY. I think that your 1.3 is over five years, not
over 1 year. I think that is where your error is. I think if you will
check, you will find that——

Senator SANTORUM. My note says 1 year.

Senator BRADLEY. I know. But it does not add up.

Senator SANTORUM. I hear you. Well, it does add up if you con-
sider the fact that these are all legal immigrants, whether they are
sponsored, refugees, asylees. That is the cost for all legal immi-
grants. The bill refers to just sponsored immigrants, so it would be
a portion of that.

Senator BRADLEY. Right. So it is much less.

Senator SANTORUM. Right.

Senator BRADLEY. Thank you.

The CHAIRMAN. Senator Nickles.

Senator NICKLES. Mr. Chairman, one, I want to thank you and
Senator Moynihan for having this hearing, and thank our wit-
nesses. Senator Bradley, talking about figures, I think I heard you
say something about AFDC being $14 billion. I was thinking it was
about $20 billion.

I was shocked the other day when we had a hearing in one of
the committees—I think it was the Government Affairs Commit-
tee—that the cost of the Earned Income Tax Credit will exceed
AFDC in a few years if we do not reform it. It is exploding in cost.

A program that cost $4 billion a few years ago was $11 billion
last year, $17 billion next year, and going up to $24-25 billion in
a couple of years will pass AFDC, becoming a major welfare pro-
gram. I would just make that comment because I think it is grow-
ing out of control, but it shows you something.

Another thing, Senator Santorum, on page thr:e of your state-
ment you mention—and I want to make sure the figures are correct
because they are staggering figures—under the SSI program, that
the Social Security Commissioner testified before the Senate Judi-
ciary Committee that the growth in legal non-citizens receiving SSI
alone has reached 738,000 in 1994, and it was only 110,000 in
1982.

Senator SANTORUM. That is correct.

Senator NICKLES. So in a period of 12 years it has gone up by
a multiple of six or seven times?

Senator SANTORUM. That is correct.
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Senator NICKLES. Those are the kinds of growth rates, Mr.
Chairman, that we cannot afford.

Is that because we are now including children? What is the pri-
marily culprit for the explosion in this number?

Senator SANTORUM. That is the non-citizens receiving SSI. Chil-
dren have had a similar kind of growth. Since 1989, the number
of children on SSI has tripled. Now, the number you referred to is
non-citizens on SSI, and that number has gone up about five times
since 1982. So, the SSI program is the fastest growing welfare pro-
gram in the Federal Government.

Senator NICKLES. Well, I will contest that; I think Earned In-
come Tax Credit is the fastest growing——

Senator SANTORUM. It depends on whether you consider that a
welfare program or not.

Senator NICKLES. [continuing]. If you consider percentage rates
of growth. But, still, for that to go from 110,000 to 738,000 in a pe-
riod of 12 years is a multiple of at least six plus. It is about six
and a half times. That is an unbelievable rate of growth.

Senator SANTORUM. There are several reasons. I do know if this
committee had hearings, but we did in Ways and Means, about the
fraud of interpreters for people who come to this country. There
was a ring that was broken in California, where they come in and
they basically come before the SSI person and tell the SSI person
what they want to hear, and the person sits there, does not under-
stand a word of this, and just goes along with it.

There was a ring broken, where literally thousands of people got
on the program through these fraud schemes, where people went
around and recruited new immigrants to come in and apply for
these benefits. We also have a lot more elderly that are coming
over, applying, and receiving benefits.

The other thing, which I mentioned before, is no one enforces the
sponsorship agreements. I mean, they are just not enforced, and,
as a result, a lot of people end up on the program.

Senator NICKLES. Now, the House bill would make the sponsor-
ship a legal contract. The sponsor would be liable for 5 years?

Senator SANTORUM. Under current law, it is five years.

Senator NICKLES. And you would make them liable for 5 years.
I think I also heard you say that the President’s proposal would ex-
tend that to 10 years.

Senator SANTORUM. The President has not introduced a welfare
bill this year, which I found fascinating, but his last year’s bill was
a 10-year bill.

Senator NICKLES. But he did not have it legally enforceable.

Senator SANTORUM. He did not change any of the contractual re-
lationship, to my knowledge.

Senator NICKLES. Well, Mr. Chairman, I will just make an edi-
torial comment. I think the provision that does require an enforce-
able contract or liability on the sponsor is an excellent idea, and
it is one that I think we should aggressively pursue.

I also think, Mr. Chairman, we are going to have to do something
to reduce the rate of growth of SSI recipients for legal non-citizens.
That is a growth rate that is clearly not sustainable.

The CHAIRMAN. Gentlemen, thank you very much.

Senator CHAFEE. Could I just ask one question before they leave?
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Senator MOSELEY-BRAUN. Mr. Chairman, I have been waiting. I
wanted to ask a question.

The CHAIRMAN. I am sorry. I was hoping we could get on to our
next panel. Let me take a look at our list of order here then.

Senator Chafee.

Senator CHAFEE. This will be brief. Gentlemen, I apologize for
not being here through all the statements. Would you guarantee
child care along with your work requirement, Senator Santorum?

Senator SANTORUM. In the original House bill that I was more
responsible for, we did have additional money for child care. I think
that is a necessary element. It is not in H.R. 4 as much as it was
in the previous bill, and I would provide more money. I do not
know if I would go as far as saying guaranteeing, but I would make
it more available.

Senator CHAFEE. Well, let me just point this out. Like you, I
have visited welfare State daycare centers, or child care centers, or
welfare mothers at home. This child care problem is a mammoth
one.

I wonder if everybody here would write down what they thought
the weekly cost was for a 3-year-old right here in the Senate child
care center. Just write down what you think it would be, and then
I will tell you what it is.

Senator CONRAD. For how long?

Senator CHAFEE. One week, a 3-year-old. Just write it down.
Think of it. The answer is, a 3-year-old, right here where this cen-
ter, I suppose, receives some subsidy—I bet they did not pay for the
land, and they had a drive which we all contributed to a couple of
years ago—it is $160 a week.

Now, I do not know about you. But let us say you have two chil-
dren, a 3-year-old and a 5-year-old. That is not so astonishing. So,
what is that? $320 a week. That astonished me.

At home, we looked at a child care center was more the tradi-
tional one, a mother with her daughter and mother helping her in
the basement of their house, where they had eight youngsters. I
think that was in the neighborhood of $60 a week per child.

Now, let us take the easiest case, the one child. Well, let us not
make it $160 a week, let us make it $100 a week. That is some
j(;lblc\{vhen you are going to earn $100 a week just to care for that
child.

What do you think a welfare mother, not having graduated from
high school, not with the greatest work ethics in the world, can
earn in the world? What do you think, Senator Santorum, just out
of curiosity?

Senator SANTORUM. Well, I do not know the answer to that. But
if I can address the underlying question.

Senator CHAFEE. Sure.

Senator SANTORUM. One of the things that we had talked about
in the debate on H.R. 3500 was to actually, with the work require-
ment, to have mothers who are on AFDC who have to work to work
in daycare centers for the other people who are working, so it
would be a self-supporting system within that welfare work system
so there would be a network.

Senator CHAFEE. But she would have to have a place to do it.
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Senator SANTORUM. Well, it is not a no-coster; that is why there
is money in the bill to do it. But we do believe that it would be
an efficient way of getting people necessary training, in many
cases, for that job experience and, at the same time, providing for
a service that needs to be provided.

Senator CHAFEE. I will not speak too much longer.

Senator Faircloth?

Senator FAIRCLOTH. Senator Chafee, you have addressed exactly
the problem that my bill encompasses, and I am delighted you are
going to be supporting it. [Laughter.]

That the last people that we are going to require to go into the
work force are the mothers with pre-school children, and yet we are
going to have 50 percent of the welfare recipients working, not 20
years from now, but by 1997, and we will require no women with
pre-school children to work. If you get into this daycare thing, the
cost is astronomical. So the simple answer is, put those people most
eligible to work and leave the mothers of pre-school children out of
the work requirement.

Senator CHAFEE. Well, I am interested in that. I will not take
any longer. But in my study, if you want to call this, at home over
the last recess, I spent some time on this visiting around, this
daycare situation was the one that hit me the hardest. It is a mam-
moth problem.

The CHAIRMAN. Senator Moseley-Braun.

Senator MOSELEY-BRAUN. Thank you, Mr. Chairman. I thought
you had forgotten I was sitting down here.

I have a statement that I would actually file for the record, but
I would like to ask the panel a couple of questions.

[The prepared statement of Senator Moseley-Braun appears in
the appendix.]

Senator MOSELEY-BRAUN. I want to applaud Senator Santorum
for his emphasis on the issue of poverty as we address this whole
issue of welfare reform.

I am convinced, and I think many of us have reached the conclu-
sion, that really what you are dealing with here is not just a sys-
tem that stands alone, it really is a function of poverty, it is a re-
sponse of poverty, it is a system that clearly is broken and we want
}sio fix it and we want to try to address what is required for that

X.

In this country right now, there are almost 40 million people who
are poor, five million families are on AFDC, and that breaks down
to about 14 million persons, including nine million kids.

So I have two questions. In the first instance, what about the
children? I mean, what happens if someone is time limited, some-
one is poor and no longer able to provide for themselves? Those
nine million children cannot go to work. Those nine million chil-
dren cannot be responsible for themselves. What happens when the
time limits run out and the kids are there without any support of
all? If we get rid of the safety net for kids, where do we go?

Senator SANTORUM. Well, I will answer that in three ways. Num-
ber one, I think it is the fundamental question of why we are here.
What happens to the children now? I mean, children now are not
better off. I mean, the systems that we have created that were sup-
posed to help children, well-intentioned as it may be——
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Senator MOSELEY-BRAUN. No one wants to defend the current
system. The programs do not work well.

Senator SANTORUM. Right.

Senator MOSELEY-BRAUN. I think we have got consensus on that.
We are all iooking for answers. You are here testifying, so I am
saying, all right, Senator Santorum, what is the answer with re-
gard to what we do for children.

Senator SANTORUM. The answer I would have, the second an-
swer, is that if what we find is that everybody who goes on the wel-
fare system now, and if you look at the welfare system today, 50
percent of the people on the program today will be on that AFDC
program for more than 5 years. If you look at the program today
and look at the recipients, the average amount of time that a per-
son will spend on AFDC, of the people on the program today, is 13
years. Now, that is not a program that I think is successful. What
has to change, is the expectation of what the welfare program is.
It should not be one that you are on for a lifetime, or even the life-
time of your child being a minor, it should be a program that says
you are in transition.

The reason for the time limitation is to send the message that
it is a temporary program, and it will be a failure in my mind if
those numbers today do not change when we implement this pro-
gram, that we do not see more people finding jobs who do not get
jobs today, more people getting the work experience they need to
be successful. You have to change the psychology of welfare.

As long as there is a safety net, as long as there is a chance to
go back, you will never change the psychology, you will always
have dependency. I am making the President’s argument for a time
limitation. You have to put an end to the system if you want to
change behavior, and, in fact, that is what we do. I think that is
much more positive for children.

Senator MOSELEY-BRAUN. I am asking another question alto-
gether, Senator Santorum. I do not disagree that we should encour-
age responsibility, and I do not disagree that people who can work
should work. We have no argument with that aspect of your testi-
mony. My question to you specifically is, what about the children;
what happens to them?

Senator SANTORUM. Again, I think under the program that we
have put forward, you will see a lot more people out of transition
a lot quicker, and I think the children in those situations will be
much better off. Will there be people who do not find jobs, who
refuse to work, who will exhaust their 5 years on the welfare sys-
tem? Yes.

What will they lose? They will lose their cash assistance, which
means they will continue to receive Medicaid. If they were receiv-
ing housing, they would continue to receive housing, and they
would continue to receive food stamps, depending on what we do
with food stamps here. They may even get more benefits, which is
usually the case if you reduce a cash benefit.

But what will happen is, mom will have to work. And, if mom
does not work, then she has to deal with the consequences of what
she is going to do with her children if she refuses to work. To me,
that is a problem with the mother as being the head of that house-
hold in dealing how she is going to provide for her children, not
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any longer society who has given that mother the opportunity to
do that, to provide for her children.

Senator MOSELEY-BRAUN. Again, I think we are kind of talking
apples and oranges. You keep talking about mother, and I would
add the father, because it is the dad’s responsibility also.

Senator SANTORUM. 98 percent of the people on AFDC are moms.
That is why I used the term mother.

Senator MOSELEY-BRAUN. I understand that. But they did not
get to be moms by themselves. [Laughter.]

Senator SANTORUM. I am not arguing that. In fact, there are very
good provisions in this bill that deal with paternity establishment
and child support enforcement that are not talked about because
I think there is general agreement on them.

Senator MOSELEY-BRAUN. Right. Right. But we are just going
through. I come back, what about the children? Now, I hope that
you are right. If anything, we are all going to work toward
transitioning people into the work force who can work, but we have
nine million children in this country right now whose only subsist-
ence is what this society provides for them, not just to AFDC, but
also nutrition, health care, and the like. What about those children;
what do we do for them? Or do we just have Calcutta and have
kids on the corner begging for food?

Senator SANTORUM. Well, all I would suggest is, the change in
the system that we have put in place will reduce the number of
children on welfare, which I think should be an objective, number
one.

Senator MOSELEY-BRAUN. So we will have fewer children on the
corners. :

Senator SANTORUM. Will, you will have fewer pecple who are on
welfare, more moms working that should be out there working.
Again, you still have a safety net of food stamps and Medicaid, but
at some point it is going to be the responsibility of the parent to
provide. I guess that is where the rubber meets the road and where
we may have differences of opinion.

The CHAIRMAN. I am going to have to ask that we terminate this
so we can get to our next panel. Gentlemen, thank you very much.

We now have Dr. Charles Murray, the Bradley Fellow from the
American Enterprise Institute, and Dr. Richard Nathan, the direc-
tor of the Nelson Rockefeller Institute of Government, State Uni-
versity of New York.

Welcome, gentlemen. You are both well-known and experienced
in this committee.

Dr. Murray, go right ahead.

STATEMENT OF CHARLES A. MURRAY, PH.D., BRADLEY FEL-
LOW, AMERICAN ENTERPRISE INSTITUTE FOR PUBLIC POL-
ICY RESEARCH, WASHINGTON, DC

Dr. MURRAY. Thank you, Mr. Chairman. I have attached a longer
article from Commentary Magazine which describes at more length
what I think ought to be done about welfare, and that is actually
the best single statement I think I have ever had.

This morning I would like to just emphasize very briefly five
points that have occurred to me as I have watched the welfare de-
bate unfold this spring.
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Point number one, is the problem facing low-income communities
is, in my view, is not that too many women are on welfare, but that
too many children in those communities are being born to single
women and absent fathers.

I identify strongly with the position that reducing illegitimacy is
not one of many desirable things to do, it is a prerequisite for re-
building civic life in low-income black communities, and for pre-
venting a slide into social chaos in low-income white America.

Furthermore, the debate, I think, this spring has kept veering
back to an idealized view of the welfare problem. As mothers who
are striving hard under difficult circumstances and of children
whose primary problem is poverty, of course such women and such
children exist.

But I think the dominant reality that should be shaping the wel-
fare debate is that the Nation’s low-income communities, black and
white alike, are increasingly peopled by grown-up children of un-
married young women and men who are utterly unequipped to be
parents.

As we move into the second, third, and fourth generations of this
problem, we also foresee the increasing disappearance of the other
networks that used to step in. Extended families are all very well.
The problem is, the grandfathers, aunts, and uncles become scarce
in the next generation of marriages not occurred in this one.

Point number two is, the debate about job training and job place-
ment for welfare mothers has taken on far more importance in the
welfare debate than I think it warrants. The debate about jobs is
peripheral, first, because putting welfare mothers to work does
nothing to reduce illegitimacy and the problems it causes.

The CHAIRMAN. Is there evidence on that?

Dr. MURRAY. Well, we have one of the leading experts on job pro-
grams here, and we can talk more about that.

I do not know of any program anywhere, and Dick Nathan will
correct me if I am wrong, which has demonstrated a deterrence ef-
fect on pregnancy from a job program. I just do not know of any.

The CHAIRMAN. Is there any evidence at all one way or the
other? That is what I am curious about.

Dr. MURRAY. Not to my knowledge. But I will offer this logic. To
the extent that you are emphasizing job training and job place-
ment, then that makes the welfare system more attractive, not
less. Young women do not say at the age of 14, I think I would like
to become a chronic welfare recipient.

I mean, they have ambitions and desires and want a life, just
like everybody else. And, to the extent that you have attractive job
training and placement options going on for those women who are
in the welfare system, you have achieved an effect you really did
not want to achieve.

Now, if you turn, instead, to the question of the very much
harsher Republican prescriptions, among some Republicans, for
just a flat-out work requirement and what that is going to do, here
is where I propose there is an immutable law of welfare reform.
That immutable law is, carrots drive out sticks.

As the debate moves from the rhetoric to the actual implementa-
tion in the bill, what invariable happens is that you end up with
so many loopholes, so many exemptions, such a slow phase-in, that

21-499 96-2
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it is impossible to pass the kind of tough work requirement that
is being proposed by some parties.

A second point that Professor Nathan is eminently qualified to
argue with me about, is I would say that the record on job pro-
grams is pretty dismal. This is glass half full, glass half empty in
some respects, because you certainly find, with the excellent work
that Dick Nathan’s group, the Manpower Demonstration Research
Corporation, has conducted. You certainly find, generally speaking,
differences between the experimental and control groups when you
have work programs.

But these differences, while they are statistically significant in
many cases and maybe could pass a test of cost benefit analysis in
other cases—that is more arguable—I would say, overall, that if
you are trying to project the effects of a national job program that
you implement, you are looking at rather small effects.

The next point that I would like to emphasize, point number
three, is that illegitimacy is going to be reduced only by a radical
change in the current system, but no one quite knows what that
radical change should be, even though a lot of us have ideas. The
States are the only way to find out.

Governor Weld, in Massachusetts, may be on the right track. I
would not have designed a program the same way he did, but what
he is doing is authentically different from things we have done be-
fore, and it is going to be very useful to watch what Massachusetts
does.

Does the yellow light mean I have no time, or one minute?

The CHAIRMAN. You are the last two, and you are both experts
in this. Go ahead and finish up.

Dr. MURRAY. It is not going to take me much longer.

We also know how often the experts can be wrong. I mean, who
among the experts predicted that this $64 cut-off for the second
child in New Jersey would have the effects on second births that
June O’Neill, the Congressional Budget Office Director, found in
her work. I did not predict it.

The CHAIRMAN. What did they find out?

Dr. MURRAY. 15-20 percent, roughly, reduction.

The CHAIRMAN. Reduction if you have a second child.

Dr. MURRAY. Of second children. As with all numbers when you
have a program that has only been going a couple of years, you
have problems with it, but June O’Neill’'s work is usually quite
sound, and I think so in this case.

In any case, I did not predict it, and certainly all the people who
say that welfare does not contribute to illegitimacy failed to predict
it. So, in that sense, you have got to go to the States.

The fourth point, the indispensable content of any act, as far as
I am concerned, is simply giving discretion to the States. If you
want to do it through block grants, fine; I am not a big fan of block
grants. But it is not so much block grants as such, nor relying on
the wisdom of the States, that I think ought to motivate this. I do
not think you are going to get 50 sparkling new welfare plans if
you give block grants. I think you will get a couple of interesting
new ideas that will teach the rest of the country a lot.

A final point, and I guess the one I feel most deeply about. The
choice before the Senate is not whether to be tough on the parents
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or compassionate toward their children. Massive suffering among
children is already among us, despite a labyrinth of programs that
are supposed to prevent it, and you can double the spending on all
those programs and not get rid of the suffering.

If you doubt that, go back to the year in which we spent half as
much on all these programs as we do now and compare the plight
of children then and the plight of children now.

What the Senate has to be engaged in is a necessarily brutal cal-
culation, trying to estimate what strategy will result in the least
net suffering. I sympathize with people who find this to be a pain-
ful process, but I will also say to you that I feel a certain degree
of contempt for those who want to pretend that this hard choice is
avoidable, who want to have a bill that only does good and does
no harm. It is not in the cards.

Those who say we should not punish the children for the mis-
takes of their parents must come to grips with the fact that mil-
lions of children alive today are being punished for the mistakes of
their parents beyond Congress’ power to do much about it.

Promoting the nurturing of children and diminishing their suffer-
ing must ultimately depend on a wise answer to this question: how
can government policy in a free society make it as likely as possible
that children will be born to two mature adults committed to their
care? A Senate debate over welfare legislation that avoids that
question or tries to pretend that it is not central has failed.

Thank you very much.

[The prepared statement of Dr. Murray appears in the appendix.]

The CHAIRMAN. Dr. Nathan.

STATEMENT OF RICHARD P. NATHAN, PH.D., DIRECTOR, THE
NELSON A. ROCKEFELLER INSTITUTE OF GOVERNMENT,
STATE UNIVERSITY OF NEW YORK, ALBANY, NY

Dr. NATHAN. Thank you very much, Mr. Chairman. I have been
looking forward to this, and I have prepared carefully and con-
sulted with a lot of people. I think the main thing Charles Murray
and I have in common is, we both want to make five points.
[Laughter.]

Beyond that, there is not a lot of agreement.

Personally—and I say this in my testimony—I have misgivings
about block granting entitlement programs. But the message of my
testimony, and I have spent a lot of time working on welfare issues
and block grant issues over a long time as Senator Moynihan
knows, if you are going to do it, do it right.

So, what I present today, as someone who has watched welfare
reform and worked on block grant issues, some ideas. I call it a
system of ideas. It is flexible, it is preliminary, but hopefully it can
be of assistance to this committee as you work on H.R. 4, which
I think has a lot of very deep, serious problems.

I am going to go through my five points. They are in bold type
in the testimony. I will briefly comment on them, and that will
probably use my time, hopefully, to the best advantage.

First, there is no such thing as a pure block grant. There are,
by the way, in H.R. 4, unfunded mandates that go beyond what
ﬁlol%t block grants do in the requirements that are contained in

.R. 4.
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I am a member now of the U.S. Advisory Commission on Inter-
governmental Relations, and I think that is a big problem that you
have to wrestle with; what is a block grant, how do you strike that
balance?

The second point that I make is, a new system of block grants
for welfare should combine streams of Federal aid funding for the
States for major welfare purposes on a basis that gives them in-
creased policy making discretion—I agree with the Governors; I do
not think H.R. 4 works very well in this respect—and at the same
time permits them to merge programs administratively and to deal
with families and family needs on a holistic basis.

Senator Moseley-Braun was getting at this earlier, and I have
this point which I make: real life is not separated into Federal aid
categories. I think there is a two block grant system that can give
the States the opportunity to pull together programs in useful
ways.

The third point that I make, is that my testimony—and I hope
you will take a look at it because it develops these five points—
makes the point that there is a basic difference which I do not
think has been recognized sufficiently between two types of Federal
grants, those for entitlements to individuals and those for services,
activities that are performed by State governments and local gov-
ernments and non-profit groups.

So my testimony, what it does, is propose not six block grants,
which is what H.R. 4 has, but a two-block approach which is built
on this distinction between entitlement type activities or programs
and service type programs.

The fourth point in my testimony, and I say it right out, is what
I regard as the most important point in the testimony that goes to
something that Charlie has been talking about and has come up a
lot this morning.

It is that the task of preventing unwanted pregnancies, espe-
cially out-of-wedlock births, and saving welfare families by getting
people into work and into community/public service work experi-
ences, those are big, hard, administrative jobs.

They cannot be accomplished by requirements and prohibitions
and preachments, which is really the H.R. 4 approach, just go and
do it. It actually eliminates the money, H.R. 4 does, for the JOBS
Program that President Reagan signed with a great flourish, and
many of you worked on in 1988.

I think we should reform the JOBS Program, emphasize work
and workfare much more strongly. I say that in my testimony. But
that is why I think there needs to be a second block, because other-
wise the transfer-type, entitlement-type of programs will eat up the
money that has to be spent by people who are going to save fami-
lies, save children.

Charlie, you cannot prevent all unwanted births. I mean, I have
trouble by this phrase of yours, “necessarily brutal calculation.” I
just think that is too strong. We have to recognize—I wrote a book
on this called Turning Promises Into Performance—that we never
give enough attention in American government to how you get the
job done, and H.R. 4 is a giant backwards step in this respect. I
would like to speak in this connection about our MDRC experience
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because it sheds a lot of light on, and picks up on something, that
Charles Murray said.

The fifth and final point, also highlighted, is that you have to
have in this system of ideas, I think, some way to respond to emer-
gencies. We have precedents for counter-cyclical aid that is trig-
gered automatically. President Ford had a bill called the Anti-Re-
cession Fiscal Assistance Act. We all called it ARFA. I was around
then. It would have had the worst acronym ever if it had been
called the Budgetary Anti-Recession Fiscal Assistance Act, but we
were spared that.

Anyway, I draw on that experience in my testimony to suggest
ways to deal with emergencies and to have some kind of automatic
increase. People are talking about capping Medicaid, and I think
the AFDC categorically eligible for Medicaid could be in this block
one, school meals could be in block one, and AFDC, of course, in
block one.

But, in block two, I would put things like the successor to the
JOBS Program, child care, Senator Chafee, if it is going to be in
a block grant for welfare family heads and foster care/child welfare
services, which you also referred to.

The final sentence on point five is, the rainy day loan fund in
H.R. 4 is a very small umbrella. It is just a loan program and it
does not deal with the fact that a recession would have a huge ef-
fect on families and State treasuries.

I think you could do a much better job than H.R. 4. I would love
to be involved in whatever way I could be helpful, since I have
lived with this all of my life, to present ideas which I hope are laid
out in an understandable way in my testimony.

The testimony also contains an attachment which is a note, a
sort of history, of block grants, how they have been used before,
and how you think about that in relation to where we are today.

Mr. Chairman, I thank you very much for the chance to appear
before the committee.

[The prepared statement of Dr. Nathan appears in the appendix.]

The CHAIRMAN. Dr. Murray, let me ask you again about this New
Jersey experiment. For one child you get X amount of money, two
children, ¥64 less?

Dr. MURRAY. You do not get the extra $64 you used to get.

The CHAIRMAN. All right. You get $64 less than you used to get.

Dr. MURRAY. Yes. Right.

The CHAIRMAN. And what happens if there is a third, is it three
tykes and you are out?

Dr. MURRAY. No, [ think it is simply cut off.

The CHAIRMAN. What?

Dr. MURRAY. I will turn to Senator Moynihan, but it is my un-
derstanding——

Senator MOYNIHAN. $64 happens to be the grant for a child, and
you get one such grant.

The CHAIRMAN. Oh. That is it?

Senator MOYNIHAN. Yes.

The CHAIRMAN. And you get nothing for the second child, nothing
for the third.

Senator MOSELEY-BRAUN. Senator Packwood, did you make up
three tykes and you are out?
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The CHAIRMAN. Yes.

Senator MOSELEY-BRAUN. Did you just make that up?

. T]he CHAIRMAN. Yes. It just popped into my mind, yes. [Laugh-
er.

Dr. NAaTHAN. I would like to make a comment on the New Jersey
study. What the June O’Neill study found—and this is preliminary,
we need to be cautious about—is a one percentage point reduction
in births. And when people talk about more than that, it is because
they are projecting forward in ways that I think we have not really
thought through hard enough yet.

So I think we need to be careful about that evidence, although,
myself, I think that a lot of the waivers that States have—almost
30 States have waivers now—do contain that New Jersey provision.

The CHAIRMAN. I want to ask you both this question because al-
most every witness we have had has talked about jobs, jobs, jobs,
jobs, jobs. I want to know what the correlation is between jobs, if
i;u have them, and out-of-wedlock births, and no one seems to

ow.

Dr. Nathan, do you know?

Dr. Nathan. We do not have good evidence on that. I would like
to dispute, and I will wait for, and hope for, a chance to do that,
Charles Murray’s, I think, unduly pessimistic interpretation of
what we have found with demonstration studies of job and work
programs.

But the linkage between the effects of job and work programs,
and whether there are further illegitimate births, children born
out-of-wedlock, the evidence we have just does not show that. It
does not show that.

The CHAIRMAN. The reason I ask is, regardless of whether you
and Dr. Murray disagree about whether the JOBS Programs work,
if the problem is out-of-wedlock births, and if there is no particular
correlation with jobs, then the emphasis is wrong on jobs if out-of-
wedlock births is the problem.

Dr. MURRAY. With the JOBS Program you are talking about now,
it is after the child is born. I mean, that is the main focus, is
women who are on the welfare system and how to get them off.

You are asking a somewhat different question, I think. Let me
see if I am understanding the question correctly. What about yourig
women who have graduated from high school, they have jobs, as
opposed to young women who do not have jobs, what is the rela-
tionship there?

The CHAIRMAN. Yes. That is correct.

Dr. NATHAN. I would not want to go to the wall on this. I think
it is safe to say that you have a smaller incidence of births out-of-
wedlock to employed women than you have to unemployed women,
but the magnitude of that, I cannot tell you off the top of my head.

The CHAIRMAN. Now, let me ask you this, Dr. Murray. You are
not overly optimistic that the States, if we block grant this, are
going to do much, but you think three or four States might come
up with something imaginative that works. I mean, you mentioned
New Jersey. You do not know what may happen in Massachusetts,
but it is certainly different, you said.
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If we were to block grant it, in theory, the social services block
grant we have is about as broad a block grant as you get; there are
very few limits on what the State can do with that money.

But if we were to block grant it, do we put sort of a contra-philos-
ophy into it that says, but this money must be used somehow to
try to reduce out-of-wedlock births, or do we say to the States, you
are on your own, see what you can come up with; we are not smart
enough to know how to reach that conclusion?

Dr. MURRAY. More toward the latter than the former.

The CHAIRMAN. All right.

Dr. MURRAY. Here is what I want a State to be able to do. And
when I think of it, I think in terms of a State like Utah, Montana,
or South Dakota, because I think it is going to happen in a State
with a small case load to begin with.

I want a State to be able to say, we are going to take all the
money that we currently spend on AFDC, and preferably food
stamps and public housing as well, and we are going to take all of
that money and instead we are going to devote it to adoption serv-
ices, and we are going to devote it to a variety of other things;
maybe it will be group living for pregnant teenagers, maybe it
would even be group living for young women after they have had
the baby, but we are no longer going to provide any kind of direct
payment to the mother.

I want a State to be able to do that because, if there is one thing
that I am absolutely convinced of, it is that incremental reforms
are not going to change this problem, but we do not know enough
to legislate a radical national reform.

The CHAIRMAN. I was looking at the out-of-wedlock statistics.
Utah is far and away the lowest State in the union; whether that
is a religious influence of the Mormon church or not, I do not know.
But would Utah be a laboratory in that case, or are they already
halfway there? Their figures are 100 percent below the norm.

Dr. MURRAY. This raises a question that many other Senators
have raised in the previous panel; what are you going to do about
the children? This is a valid question. What you need is a situation
in which we start out small and we start out with the easy cases,
we start out with the Utahs, the Montanas, or whatever.

It is my fervent belief that you are not going to have babies
starving in the streets, you are not going to have a Calcutta, that
you are going to see a couple of very important phenomena.

You are going to see a very large behavioral change in women
having children, you are going to see a lot more kids being given
up for adoption at birth, which I think is a good thing, and you are
also going to have demonstration of an historical truth in this coun-
try that there is no greater object of sympathy than small children,
and you are going to see the kinds of very effective local efforts to
deal with that. But, until we see that, we are not going to be able
fo try anything like that in the States with the more severe prob-
ems.

Dr. NATHAN. I wonder if I could comment, if I could piggyback
on that. I do not entirely disagree. I think a block grant has to be
a real block grant. And if you look at the system that is in the tes-
timony I presented, I suggest that there be basically two block
grants; one that deals with the payment stream, and one that puts
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together the services on a basis that gives States flexibility to try
new ways to package services for families so that job services and
services to prevent unwanted pregnancies, and possibly also foster
care, child care, and other services, can be put together.

I put in the testimony, on page seven, a point that does come
from the Riverside, California, MDRC demonstration, and that is
the most cited demonstration of the Put People to Work Program
in Riverside California, a county of about a million people, that has
been studied as part of the California GAIN program.

There they have a system, and you had Larry Thompson, the
head of that program, testify. I saw that, actually, on C-SPAN. I
saw that hearing and it was very good. There they actually have
an arrangement where each case manager only has 100 cases.

Now, I think if you are going to get at the roots of this problem
in a way that is not as brutal, if I can use Charlie’s same words,
we have got to have service systems that have some comprehen-
sion, that can deal with jobs, and putting people to work, and child
care, and the services that a case manager can give to somebody,
who says, if you have another child you are just never going to get
out of this rut you are in.

So, I think that there is some agreement here between what
Charles is saying and what I am suggesting, that if you are going
to use H.R. 4 as the basis for developing some new, and I hope bet-
ter, ideas for a Senate alternative to H.R. 4, that a two-block ap-
proach that combines entitlement streams and service streams is
going to push us, if we work on it and think hard about it, in a
direction that will enable States—here I agree with Charles—that
really want to, to push hard on what everyone in the panel before
talked about, and all of us are very concerned about. Senator Moy-
nihan presented the frightening numbers about teenaged out-of-
wedlock pregnancies.

But you cannot do it, I do not think you should do it, by just cut-
ting off children and welfare families. I do not think you can do it
with H.R. 4 by just saying, it ain’t allowed anymore.

The CHAIRMAN. Senator Moynihan.

Senator MOYNIHAN. Mr. Chairman, we have had two extraor-
dinary persons before this committee. We are honored by your tes-
timony, and chilled by it.

May I say a kind word for Calcutta? The last time I saw Cal-
cutta, the social structure was quite intact. There were no children
begging on the streets. There were men sleeping on the streets,
saving money for a dowry for their daughter who was back in their
village. If you get behind what the appearances are, you find a so-
cial structure still very much intact, as it is not intact in our soci-
ety.

Senator MOSELEY-BRAUN. Mr. Chairman, Senator, would you
take Rio?

Senator MOYNIHAN. No, I will not. You take Rio. [Laughter.]

I could not more agree that it is reducing illegitimacy that is our
problem. I think Dr. Murray makes a very important point that,
when you get into the second, third, and fourth generation of this
sort of social system, the aunts, the uncles, and the grandparents
have disappeared. There is nobody to turn to. Society becomes a
dust of individuals, as that Frenchman once said, Durkheim.
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You have mentioned New Jersey. Those numbers are very pre-
liminary, they are very small, and they may just be a reporting
error. If you are not going to get any payment for an additional
child, you might not report that you had one. We will know some-
thing in 5 years. But, in any event, it is very small. The overall
ratio of children born out of wedlock in New Jersey is what, 26 per-
cent, and in New York it is 35 percent.

How do we deal with this? This phenomenon has appeared all
across the North Atlantic. In 1960, 6 percent of the children born
in France were out-of-wedlock; in 1992 1t is 33 percent.

Senator CHAFEE. Wait a minute. 33 percent of the children born
in France are born out-of-wedlock?

Senator MOYNIHAN. Yes, sir. In 1960 it was five percent in the
United Kingdom; in 1992 it was 31 percent. It was 5 percent for
us, and in 1992, 30 percent. We have gone up again. Every year
since 1970, without exception, it goes up. We have the reports,
from 1993 on 10 States, that it is up.

Canada was four percent; it is now 27 percent. We get over and
we find that it is not everywhere this is the case. Italy was two;
it is now only seven. Switzerland was four; it is now only six. We
had a hypothesis that looked like an absolute winner. The explana-
tory variable was distance from the Vatican. [Laughter.]

Senator MOYNIHAN. Then we got to Japan, and we found in
Japan it was 1 percent in 1960 and 1 percent today. That is an-
other hypothesis shot to hell.

Dr. MURRAY. Could I do a little exegesis on those numbers?

Senator MOYNIHAN. Please.

Dr. MURRAY. Because, whereas it is true the 1960 to 1990 figures
go exactly as you have said, the timing is somewhat different. And
Britain, which I know more about than any of the other coun-
tries——

The CHAIRMAN. The timing?

Dr. MURRAY. The timing. The sexual revolution, I mean, Britain
in the swinging 1960’s was right there with the United States in
terms of changes in mores and so forth. But if you look at the tim-
isng and the change of the ratio, it is quite different from the United

tates.

It suddenly takes a very sharp swing up in the last half of the
1970’s, coinciding with—as I am sure you know, I have written on
this—the same kinds of changes in the welfare system which, in
the United States, took place in the early 1960’s. Similarly, if you
go to Australia, you have had a large increase, but, once again, the
timing coincides.

Well, these are things that you and I would argue about until
3:00 in the morning, given the chance. I am not saying it is a sim-
ple explanation.

Senator MOYNIHAN. Not argue, just trying to work through.

Dr. MURRAY. Yes. Trying to work through. I am not saying there
is simple unidimensional explanation for all of this. I think that is
the quantitative evidence of an implication of the welfare system,
and this is getting stronger and stronger.

Senator MOYNIHAN. Do you agree?

Dr. NATHAN. I would like to propose a thought experiment which
Charles Murray is famous for, and it goes to this idea of a second
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block grant that is broader for dealing with family needs and situa-
tions and really enable some States to dramatically and intensively
across a State really work with this population. I made a comment
at a hearing that you Chaired, Senator Moynihan, where we were
talking about how we want to change the behavior of people on
welfare. So we are all sitting around Washington, talking about
how to change their behavior.

The comment I made, and I later put it in the book I mentioned,
is that the behavior we have got to change is the behavior of the
bureaucracies. We have got to work on ways that will enable the
States to transmit. Economists have a concept for this called sig-
naling.

The government signals all the time with all kinds of laws and
regulations. If we want to signal to this population, teenagers, rich
and poor, that this is not smart, you cannot do it without having
States positioned so that they can have bureaucracies functioning
that do this.

So I think Charles and I, on this, are maybe not so far apart.
But I would say, I do not want to achieve this by having his notion
of Calcutta-ization, which is, you see these starving children so you
stop having children. I have trouble with that.

I would like to try to do it by really positioning the States. That
is the block grant idea. I think you could do some intriguing new
things. H.R. 4 is just terrible. It takes away all of the money for
really doing the things that bureaucracies have to do to deal with
these awful problems.

The CHAIRMAN. I will make you a bet, though. Utah has the low-
est out-of-wedlock birthrate by far in the Nation, and I will bet it
is not due to a large bureaucracy. I have no idea, but I will bet that
is not it.

Dr. NATHAN. Well, I would not take that bet, Senator, because,
yes, I think values are what it is all about. Values in Utah, the
N{ormon church—I have been out there and I have talked to peo-
ple.

I have been out to lots of welfare offices all around the country
for years and years, and if you could change values and have val-
ues that predominate in Utah, you would be the winner, so I am
not going to bet with you. But my point is, really, about changing
values. If you cannot put Utah in the South Bronx, we had better
put something in there. H.R. 4 does not put anything in there.

Senator MOYNIHAN. The ratio in Utah today is three times what
the national ratio was 30 years ago. I would just say, thank you
very much. I have to say to Dr. Nathan, if we have to change, our
hope has to reside in changing the bureaucracy, you have really
spoiled my day.

Dr. NATHAN. I am sorry. I apologize.

Senator MOYNIHAN. No. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Grassley.

Senator GRASSLEY. Why do we get overly concerned when dis-
cussing a change in policy of moving people from welfare to work
and saving the taxpayers dollars with specific jobs, opportunities,
and specific child care necessities we feel we ought to provide
when, at the same time, there are a lot of working poor who are
paying some tax, at least Social Security tax, and have to get up
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in the morning, take their kids to child care centers, go to work,
and then come back. First of all, they have to find a job, then pick
their kids up at daycare and take them home, and do what every-
body else has to do if they are working.

Now, it seems one or two things is true. Either we have to have
the same concern about child care and job opportunities for the
working poor, and I do not see anybody in this Congress trying to
think up programs for them or we are being very unfair to them
vis-a-vis our attention to welfare recipients.

Dr. MURRAY. Well, I will briefly say that my own view is, one of
the things policy ought to do is start treating everybody alike. I
want to return to a situation where having a baby is understood
to be one of the most deeply important moral acts that any human
being engages in, and that when someone takes a baby home from
the hospital they are in the process of engaging in a huge set of
responsibilities, and the responsibilities are essentially the same,
whether you are taking the baby home from a hospital as an un-
married woman or you and your husband are taking the baby home
from the hospital together. However, I think probably Professor
Nathan has more to say about this issue than I do.

Dr. NATHAN. Well, horizontal equity, you are right. The working
poor and equity between the welfare population—like I think the
Medicaid benefits. I put Medicaid in this first block grant because
I think some States ought to be able to reduce their Medicaid bene-
fits for this population.

So, I think you are pointing to something that is a serious issue.
The working poor person who is doing everything they can to get
by looks across the street and sees somebody living off of these wel-
fare systems. That is where we are. The question is, how do we get
away from it? What do you do now? It does seem to me that, I am
sorry to ruin Senator Moynihan’s day, but I think this is a role for
State bureaucracies.

You are here to talk about block grants, I think, and this is
something that States have got to have the commitment to and the
resources to deal with, and we have worried a lot about these in-
centive problems. We wrestled in the 1970’s with so called negative
income tax to get at exactly what you are saying. There are all
kinds of reasons why I think we should not go back to that.

I would like to just segue quickly into one issue that H.R. 4 has
got a problem in, that is on this point about incentives. That is,
under H.R. 4, if a State raises its AFDC benefits by a dollar, the
welfare family loses 30 cents and the State loses 30 cents because
of the interplay with the food stamp program when you cap an en-
titlement.

There is an easy way to solve that which I did not put in my tes-
timony, but I called it the 50-cent solution. You say, for every dol-
lar a State raises of benefit, they get 50 cents; the feds would get
30 of those cents, and the States would get 20 cents.

You would get away from, I think, without probably a big ex-
pense, one of the problems that a lot of the analysts who have been
scrubbing H.R. 4 to give you a sense of what the issues are have
come up with as one of the issues. It goes to Senator Grassley’s
point about incentives. In this case, the incentive is to the States.
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Senator GRASSLEY. I want to make a statement rather than ask
a question. It seems to me like you worry so much about having
the resources for daycare and the resources for creating jobs or job
training that it becomes such an insurmountable obstacle to do
anything about the basic problem that we never get there.

I do not know whether it is an excuse by people that do not want
to change the system or what, but I think we have got to start
showing some appreciation to the people who are working and who
are very low-income and trying to advance, and who are starting
up the ladder by working, because people who are in poverty, ac-
cording to our Census Bureau, are in poverty for 2 years.

So we have a dynamic society where people are moving up the
ladder to middle class, and there are a lot of higher income people
that are moving down to middle class as well. And we ought to give
some attention to the people who are doing it; government can be
an obstacle to these things being accomplished, to some degree, be-
cause we are worried about a lot of things for some segments of the
population that we are not worried about for others.

Dr. NATHAN. The Earned Income Tax Credit, which really does
help with what you are saying because it helps people who earn on
welfare and are working poor. Senator Nickles was saying earlier,
that has grown too fast and he is worried about it. It has grown
fast, and I think it is part of the solution to the problem you appro-
priately point to.

Dr. MURRAY. I guess I would just like to add one thing, particu-
larly since we have Dick Nathan here. It is a good time to get it
out on the table. My assertion is that, when you are talking about
Jjobs programs, an awful lot of this stuff is irrelevant because, even
though there are a few out of the table of the distribution of the
results which look better, like Riverside, if you take that whole pile
of evaluations and you form that distribution and you look at the
median outcome, you are looking at very small outcomes.

I have watched David Elwood at a presentation, with a trans-
parency and a screen, just listing all of the evaluated jobs pro-
grams and their outcomes and showing this in detail. So I guess
what I want to get across is, we know a lot about what the effects
of job programs have been. And if the Congress is going to pin its
hopes on jobs programs or jobs requirements to deal with the wel-
fare problem, it is a triumph of hope over experience.

Dr. NATHAN. Two things. One, Charles does cite Riverside. And,
while we do have a lot of evidence about education and training
programs—and frankly I think education and training programs
are not the right answer—what we are moving to now and what
we should move to under a successor program to the JOBS Pro-
gram is very work-focused placement, and then workfare. I am for
workfare. I am a good, card-carrying workfare proponent.

We do not have as much evidence as we do about training and
education programs, for programs like the Riverside program,
which raised earnings 50 percent over 3 years and got 25 percent
more people into the work force. I think we have not got enough
evidence for the kind of programs I would like you to write into
this second block. That is my view.

The CHAIRMAN. Let me ask a question. What Dr. Murray is say-
ing, however, you say 25 percent, and he says, yes, we used to get



41

four out of 100 in, now we get five out of 100 in. It is a 25 percent
increase, but it is still 95 out of 100 that it is not working. Is that,
Dr. Murray, roughly what you are saying? I mean, I realize those
figures are wrong.

Dr. MURRAY. There are two points. One of them is the one you
are making. One of the successful programs, for example, that
MDRC evaluated showed an improvement for the people in the pro-
gram whereby 42 percent of the women were employed 2 years
after the program, compared to 36 percent of the control group. All
right. That is an improvement, but it is not a solution to the wel-
fare problem. Furthermore, (A) you are talking about one of the
more successful programs; (B) you cannot go back to that well
again.

You cannot say, well, we got 6 percentage points in the work
force the first crack, now we will go back to that set of women, we
will give them another cycle of training, and we will get another
bunch in there. You have pretty much creamed off those that you
are going to help. This is an elephant; we are all describing dif-
ferent parts of it.

What I am saying to you now is, if you are talking about fun-
damentally changing what we call the welfare problem, we have no
reason to believe that is going to happen through job training pro-
grams. If you want to say, can job programs be cost effective, we
could argue about that answer.

Dr. NATHAN. Charles, I want a Utah solution. I am not saying
that JOBS, or a successor to the JOBS Program, although I favor
workfare and I think there is evidence that if we were tougher and
really meant it—in my testimony I say, have requirements that,
after 2 years, a young welfare family head who is under 22 and not
in school would have to go into workfare.

I am trying to strike a balance that might politically enable the
Senate to think about some ways to strike the right cords and give
the States flexibility and not break the bank. I think that my testi-
mony leads in that direction.

And it is not based on the JOBS Program, it is based on my no-
tion that the States have got to have ways of dealing with family
problems. If we could take the Utah solution and do it without bu-
reaucracy, Senator Moynihan, I am for that. But, unfortunately, it
is these bureaucracies, these community development companies.

There are a lot of brave, wonderful people out there, in Brooklyn.
I have been out there talking to a lot of these people who are coun-
seling, pushing, cajoling these young women, do not get into that
trap. We have got to have that kind of capability. It disturbs me
that we are going to say, everybody has to go to work, and we are
going to cut the budget. That is what H.R. 4 does.

I think that Charles’ notion of a necessary brutal calculation that
says, then people will see children suffering and maybe they will
stop having children, I just do not think we have to do it that way,
but I do agree we have to do it.

Hlegitimacy is at the core of this problem, and it does involve val-
ues, and it does involve changing behavior, and the people who
change behavior are not State bureaucrats and Department of So-
cial Services in New York. I know how you think about that.
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But there are a lot of CDCs out there, a lot of community groups.
Willie Wren, Miracle Makers in Brooklyn. You know, he is as tough
on welfare as anybody in the room. He says it is terrible that we
have this problem of illegitimacy and he has got a big staff of hun-
dreds of people working all over Brooklyn, telling these kids, do not
do it.

Now, if we shut Willie Wren out, a wonderful man—he is a real
hero, in my opinion—then I just do not think we are going to ad-
vance. So I think the money is in the wrong pots, and that you
ought to fix that.

The CHAIRMAN. Senator Chafee.

Senator CHAFEE. Mr. Chairman, I believe, after this testimony—
I have believed, but this has reinforced it—to repeat what Dr. Na-
than said, that the core of the problem is—you cannot use the word
“illegitimate” anymore, I guess—children born out of wedlock.

I was astonished that it was such an international situation, as
Senator Moynihan pointed out. I did not know that. The Swiss
must be on to something; they are at six percent. But the Swiss
have—well, I will not get into that.

We have got a terrible problem here. I must say, I am not sure
what you have told us. I think you said, Dr. Nathan, that education
and training programs are the wrong way to go, or something to
that effect.

Dr. MURRAY. No, I had said that.

Senator CHAFEE. If I am quoting you wrong, say so.

Dr. NATHAN. Not the only way to go.

Senator CHAFEE. And Dr. Murray said the JOBS Program is a
triumph of hope over experience. I might plagiarize that statement.
That is a good one.

Dr. MURRAY. I did already plagiarize it.

Senator CHAFEE. Did you? All right.

Senator MOYNIHAN. It describes second marriages.

Senator CHAFEE. Let me just tell you an experience I had re-
cently. I met during the past recess with a group of teenaged moth-
ers in Rhode Island. They had one, two, and one had had three
children.

They all said that they would have their children, even if there
were no AFDC program. I mean, the cut-off of AFDC did not seem
to bother them. I think the most striking part of the program was,
I asked them what we should do about the problem of teenaged
pregnancy, parenthood, and I could not get them to admit there
was a problem.

They were not frightened that their children are going to end up
as these statistics show, twice as likely to diop out of high school,
five times more likely to be poor, much more likely to end up in
foster care or juvenile justice facilities.

Dr. Nathan, could you briefly sum up, and then I am going to
ask the same of Dr. Murray—and I know this is tough—what you
would do if you were us sitting here to get at this, what you call,
the core problem.

Dr. NATHAN. I would sic Willie Wren on them. You do not know
Willie Wren, but he has got a big, non-profit children’s program,
4,000-5,000 kids in foster care and child care in Central Brooklyn,
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and all over Brooklyn. Willie Wren has religion. That is what it is.
His workers tell these kids, this is stupid.

Senator CHAFEE. You mean, to have children?

Dr. NATHAN. Yes. Yes.

Senator CHAFEE. And can they persuade them?

Dr. NATHAN. Well, you get him in here and ask him about his
experience. I have been out there and I have talked to him. He
sounds more conservative than some of the Senators on the panel
you just had, yet he cares about the children. He does not want
these kids to have children. He knows it is not good for them. But
what I am saying is, unless you give some attention to funding the
people—I do not want to call them bureaucrats because——

Senator CHAFEE. Can you call it preventive lectures warning of
the problems that we talk about here?

Dr. NATHAN. Well, it is like Utah. The biggest thing that has
happened in the country is the non-profitization of social services
in America. Most social services are not provided by government,
they are provided by non-profit groups. And some of these non-prof-
it groups, particularly some of the children’s organizations, are
very committed. Their religion is, this is dumb.

I just do not think you can solve the welfare problem by having
teenagers see hungry children. At least, I do not want to solve it
that way. I want to think about how you can solve it by shaping
this legislation so that you get the people who can carry this mes-
sage—economists call it signaling—to change behavior about edu-
cation, about work, about marriage, and about having kids before
you are ready to have kids.

Senator CHAFEE. All right. Now, what do you say, Dr. Murray?
What is your solution.

Dr. MURRAY. First, a quick comment. The next time you go back
to where you talk to the five, or however many it was, unmarried
mothers, go talk to a randomly chosen panel of older married peo-
ple in those same low-income communities and ask them the ques-
tion, does anybody around here think the welfare system has any
role in producing out-of-wedlock children, and I will tell you what
the answer you are going to get is, they are going to be saying, are
you crazy? Of course it does. So, a lot depends on who you ask.

But here is the main point. We will get at the illegitimacy prob-
lem—and I guess I will read from the way I put it in the com-
mentary article—” a major change in the behavior of young women
and the adults in their lives will occur only when the prospect of
having a child out of wedlock is, once again, so immediately, tan-
gibly punishing that it overrides everything else, the importuning
of the male, the desire for sex, the thoughtlessness of the moment,
the anticipated cuddliness of the baby.”

That is only going to take place when you drastically change the
conversation about this problem. You do not think of this problem
in terms of young women with calculators figuring out the infla-
tioxa—discounted value of their welfare package 5 years down the
road.

You think of it in terms of, what causes the people in a young
woman’s life to say to her, young women, you had better not have
a baby because we cannot afford it, and also say to her, young
woman, you had better not have a baby because it is wrong.
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What causes a young woman to look at a man and judge her be-
havior with regard to him in terms of, how much can I count on
this guy? What I am saying is, do you need social stigma, do you
need social sanctions? Of course you do. But I am also saying that
those social phenomena are underwritten by economics. We will not
have a major change in illegitimacy until we, somewhere, get rid
of the welfare system at large, not just AFDC, but that support
structure, period.

Dr. NATHAN. I do not think we are that far apart.

Senator CHAFEE. Well, that reminds me of The Scarlet Letter we
all read in high school.

Dr. MURRAY. Just if I could make one more sentence, Dick. When
I said a necessarily brutal calculation, there is a lot about this
issue which involves thinking about the role, not of carrots in peo-
ple’s lives, but of sticks. I do not want a government department
to stigmatize single women. I am saying, human communities
know how to do that very effectively. What I do want, is for the
government to withdraw from this very, very complex social

Dr. NATHAN. That is seven or eight sentences, Charles. But the
problem is, the child has been born. Once the child is born, I just
think that we have got to have foster care, Senator, we have got
to have adoptions. I am for all of that.

We are not that far apart, except I think that you have got to
work harder at preventing that child from being born in ways that
are different from his brutal calculus. I think his brutal calculus
is not the whole answer.

And the House bill is too much brutal calculus and not enough
block grant positioning of the States to really put, what do you call,
a full-court press on these kids, Willie Wren style, and tell them,
this ain’t smart. I think that is better than allowing some 20, 30
years of children being born and suffering and then finally, maybe,
behavioral change.

Senator CHAFEE. All right. My time is up. Willie Wren, W-R-E-
N, seems to me to suggest that you can talk these young people out
of it. By the way, we are always talking about the woman; as Sen-
ator Moseley-Braun mentioned, there is a man involved in these
things, too, and I hope he takes some of the penalties around here.

The CHAIRMAN. Senator Conrad.

Senator CONRAD. Mr. Chairman, this, in many ways, I think, has
been sne of the most interesting discussions we have had. I really
applaud both panel members, and I applaud the Chairman for get-
ting them here.

One of the things that strikes me as I listen to this conversation,
is this whole question of signaling. I am not sure that we are not
thinking we are dealing with something that has got much more
of an effect than it really does. I mean, what do Italy, Utah, and
Japan have in common? And let us throw in Switzerland, too.

Dr. MURRAY. West Germany, too.

Senator CONRAD. West Germany, they have a low rate. You have
got homogenous populations and you have got a strong cultural
ethic in each of those instances. Why do we not? Well, first of all,
wz are not very homogenous as a population; we are the melting
pot.
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Beyond that, we have had a signaling going on in this country
for the last 30 years that says, everything goes. I attribute much
of it to what comes over the media. In the last 39 years, if you
want to look at something that has changed in this country dra-
matically in the last 30 or 40 years, it is the role of the media.

I mean, you turn on television any night, and you want to talk
about signaling, kids are watching that five hours a day and they
get all kinds of signals. You just channel surf and see what mes-
sages you are getting.

I will tell you, that is a lot different than the messages I got
growing up in Bismarck, North Dakota with two TV stations, with
Roy Rogers on, and a morning program that was encouraging kids
to read.

I mean, it is a whole different thing that is going on in terms
of signaling. That is so powerful. Mr. Wren does not have a chance.
What are we talking abcut? Mr. Wren, he is going to have a chance
when he has got the blast that is coming towards our society on
television, in movies, in videos? I do not discount, by the way, the
usefulness of a Mr. Wren, because, clearly, that is useful.

But I am saying, we have a cultural dynamic/societal dynamic
that is going on here that just overwhelms all of these systems.
And if we do not start addressing what is right at the core of what
is happening in our country, I am not sure any welfare plan is
going to make much difference, although I must say, I do believe
right at the heart of it that people do, in the back of their minds,
know, well, if I have this child the government is going to take care
of the situation. I think there is an economic calculus that goes on.
That is not to dismiss the notion that there are all kinds of other
things going on.

There is a tremendous desire to have something in your life that
is important, that makes you important. As I talk to young people,
there is this sense out there that you do not matter very much, but
if you have a child, all of a sudden, you do matter. At least, you
matter to that child.

So, in terms of addressing something that is overwhelming our
country, I have got a feeling that thinking that welfare reform is
going to change this is probably very unrealistic. So I think it is
a much broader issue that we have got to address.

I would just go back to the plan that I am about to put before
my colleagues. It follows in some ways what you have talked about,
Dr. Nathan. Number one, there are block grants for the successor
to the JOBS Program, because I do not think you can discount the
importance of jobs as a signal to people, look, if you are going to
help, by God, you go to work, because the working poor are work-
ing. I think that is important as a signal.

Number two, we put child care assistance and child welfare in
separate block grants. What we are doing is giving the States a lot
of ability to experiment. I think both of you are telling us we ought
to do that, that we ought to give States lots of room to experiment.
We do that in the plan I am putting before my colleagues.

But we also have an entitlement left here. We have a transi-
tional aid program that replaces AFDC. Again, tremendous fiexibil-
ity to the State. They decide benefit levels, they decide sanctions,
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they decide eligibility, but at least you do have that protection for
kids, to the extent States want to exercise it.

Does that sound, Dr. Nathan, as something that is in line with
what you are proposing here?

Dr. NATHAN. Very much so. That is a very good statement. Let
me comment on the first part, and I fuily agree with the second
part.

You are right, we have gotten ourselves in a big hole. Both
Charles Murray and I are saying, you have got to change the cul-
ture. We are both saying that, only there are different ways we
think of to change the culture.

I want to change the culture in two ways, and I want the com-
mittee to hear this. I want to change the culture by having people
out there who can deal with a small enough number of young
women, kids, and young men, to influence them.

But the other thing I want to do—and it is in my testimony, and
I would put it in your bill—is to say, this is my stick, because I
am not just a carrot man. I am just not a carrot man, I am a carrot
and a stick man. The stick is, any person under 22 or under who
is not in school and is on' assistance has to be put in a workfare
job. Nip it in the bud.

Now, that does get into all of Senator Chafee’s questions about
child care. It is not easy, it is not cheap. But I am in favor of strong
signaling, carrots and sticks in that way I just said. And I com-
pletely agree with you, Senator, about the way you are thinking
about structuring grants. I think you are on the right track.

Dr. MURRAY. The only thing I would add is, there is a lot to be
learned from looking at other welfare systems. Switzerland—I am
not saying we could do it in the United States, but they have a
very interesting, very hands-on, and very tough welfare system.

I mentioned West Germany; I have to distinguish between those
in West Germany and East Germany. But they also have a system
which, among other things, holds the parents of the young woman
who has the baby responsible for a lot of the care. So I think there
is a lot to be learned with a lot of these differing numbers from the
systems they have had in place.

Dr. NATHAN. And the House bill is very strong about a register,
and chasing after the father. I mean, it is a big subject. Nobody
talks about it because everybody is for just doing the toughest
things you can think about.

Senator CONRAD. Well, we have done that. In the proposal I am
making it is just tough as nails.

Dr. NATHAN. Yes. Good.

Senator CONRAD. Frankly, I would go to the parents of the par-
ents, too. I mean, I think they bear responsibility. That would help
change the conversation in the home, too.

Dr. NATHAN. As a grandparent, I do not think about that.

The CHAIRMAN. Senator Moseley-Braun.

Senator MOSELEY-BRAUN. Thank you, Mr. Chairman. There is a
French expression that is very popular, plus ca change, plus c’est
la meme-chose; the more things change the more they remain the
same. Quite frankly, the debate that we are having is not a new
one, it is one that has gone on for centuries and for generations.
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Even the division we hear on this panel, not to even comment
on the panel previously, comes down between the kind of pessimis-
tic view that there is nothing you can do about this, and kind of
social Darwinism that says, poor people are that way because it is
genetic, or their fault, and they are just going to stay that way, and
there is nothing you can do to help them, versus the point of view
that says, well, there are some things that you can do to help them.

It was funny. I was sitting here kind of looking for a quote from
Thomas Malthus, and the Malthusian theories, and everything,
that I think really sheds a little light on the debate that we are
having. I would like to read it to you.

Malthus indicated—he was not for poverty laws, but he was talk-
ing about it—Every obstacle in the way of marriage must undoubt-
edly be considered as a species of unhappiness. But, as from the
laws of our nature, some check to population must exist.

It is better that it should be checked from a foresight of the dif-
ficulties attending a family and the fear of dependent poverty than
that it should be encouraged, only to be repressed afterwards by
want and sickness.”

Now, we have had members on this panel say to us that want
and sickness is the necessary result of the dismantlement of the
safety net that we have now, and that that will be the only check
that we can arrive at. I tend to think that Dr. Nathan is more on
the point in saying that there are some things that we can do, and
there are some things that are going on out there that are the,
what Malthus called, foresight of the difficulties attending a family.
That is the kind of effort that you refer to occurring when you vis-
ited in New York.

I suppose that kind of gets me to my question, Dr. Nathan, be-
cause 1t is one that has troubled me in this whole process. Assum-
ing we want to try to fix this problem, how can we go about making
the bureaucracy more efficient, less costly, more calculated to
achieve the kinds of ends that we want to achieve with this revi-
sion of the system? :

We want to encourage work, we want to encourage personal re-
sponsibility, we want to give teenagers a chance to have a full and
happy life and not just cut themselves off from economic oppor-
tunity by having babies before they get educated and trained.

How can we move the bureaucracy in that direction? Now, you
mentioned your two block grant proposal, the first one being an in-
dividual entitlement, as I hear it, and the second being support for
the States in their efforts to provide services.

How does that second one work, in your mind, and what rec-
ommendations would you give us in terms of making the preven-
tive approach more efficacious in this area?

Dr. NATHAN. In my testimony I go into that. I do believe in block
grants. I believe in carrots, I believe in sticks, and I believe in
block grants. I think this debate that you are having is happening
in every State in the country. You are not the only ones talking
about this awful problem. In every State people are trying to figure
i)ut what to do with this cultural, social, children’s and family prob-
em,

I guess I would say to you, Senator, that when it comes to where
the rubber hits the road in dealing with what services should be



48

supported, and how they should be combined, and how States
should be aided to provide these services and who should not, that
that is where a block grant is the right answer. I am coming to the
conclusion, which is a little bit new for me, that that block grant
should be pretty broad. I would like to see States have the oppor-
tunity. I am a Charles Murray man in this.

I would like to see the States have an opportunity to put the job
counselor and the child care counselor, and the family children’s
welfare service counselor all in the same place, all in the same per-
son. I mean, I am a parent. That is what good parents do.

If there are not good parents, then we have to invent something,
and it cannot be invented in Washington, much as we all care
about this.

So, I think that is a good candidate area for block grants, and
Senator Conrad’s way of thinking about two block grants, or a sys-
tem of differentiated block grants for family payments, assistance
payments, and services, is where I come out.

I have to tell you, I spent weeks getting ready for this testimony
because I read the House bill, I read every damn summary of the
House bill, and I thought about what, in my experience, what I like
to say to the committee. I thought about it this way, that, in a way,
I thought I would rather fight than switch.

I would like to come down here and tell you, block granting enti-
tlements is bad, and make all the arguments that I do not think
are going to influence you, and you have all heard before. So, I de-
cided that what I would do is try to think about a better mouse
trap than H.R. 4.

I would hope that the Senate can do that. I still think it can be
a better block grant than H.R. 4, and I think it can deal with the
budget exigencies realistically in these conservative times.

Dr. MURRAY. Could I just add one thing, which is that, as the
discussion goes on, I once again hear myself in the position of say-
ing, it is all right if a few babies starve in the streets. That is not
what I am saying. I am saying that the idea that we can deal with
this problem and we can do so in a way which does only good and
does not prevent anybody to fall between the cracks, is also bad.

All I am saying is, right now, this very day, we have a huge
amount of suffering of children out there. And to pretend that we
are debating about whether we shall have a change which causes
suffering tends to avoid that point. We have got to keep very in-
tensely in our minds the magnitude of the problem that exists and
you must figure out a net effect as opposed to talking about ways
in which any given solution are imperfect.

Dr. NATHAN. Workfare is not a nice thing. Workfare is a stick.
It is a better stick than just cold turkey, sorry, but you should not
have had that child. So, I think there is not a lot of distance be-
tween us, but—well, there is a lot of distance.

Dr. MURRAY. Yes, there is. [Laughter.]

Dr. NATHAN. I take that back. There is a lot of distance.

Dr. MURRAY. Right. We are friends, but even so.

Dr. NATHAN. Right. Right.

The CHAIRMAN. Senator Simpson.

Senator SIMPSON. Mr. Chairman, it is regrettable that all of our
colleagues in the Senate could not have sat in on this one, in my
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mind. I am very impressed by a very civil, respectful, and rational
discourse by two people who have diametrically opposite thoughts
in many areas, but a friendship and respect. I think that is great.
It is a good lesson for us in our energy here. I know it is for me.

But I was thinking, too, of just a couple of odd things. The Close
Up kids are in town. Boy, there is a great bunch of kids. You get
in a room with them, and they ask you all sorts of hot questions,
they pay attention. They are 16, 17. So, something is right down
there in that group because that is a program that pays for the
kids who cannot afford to come. It will put up the money, and the
other kids do not know that they got the money. So something is
still working out there.

But the jobs issue, just to comment on that. When I Chaired the
Veterans Affairs Committee we did a veterans job program, and as
long as the money was there the employers were there, and when
the money ran out the employers were gone.

They did not care to hold the veteran on anymore, they just got
rid of him. The money was gone and they said, well, wait a minute.
The money is gone, but this was your employee. Well, I know, but
there is no more money and he was not worth a wit, and I just
hired him because the government was paying me.

So, I do not think those things work at all. I think Nancy Kasse-
baum is on the right track when she tries to consolidate those. I
was appalled the other day. I cannot remember where it was. We
are all like baboons here; they throw something into our cage and
we'll look at it and throw it back out. So the staff will give you
something and it pops into your brain.

But it was about a job opportunity at Christmas time for the dis-
advantaged and the underprivileged and everybody who was in
tough shape to wrap packages. They were going to pay them. But
they handed them a ruler and ribbon and said, here, cut a five-inch
ribbon, they did not know what a five-inch ribbon was, or what to
do with it, and tie it. They had no dexterity, they had no ability
to do it, no savvy, no nothing. Now, that is what we have got to
remember to start with. That is where we are.

Senator CONRAD. Was this largely in Wyoming?

Senator SIMPSON. No, it was not. It was North Dakota. It was
a North Dakota shopping center. [Laughter.]

Senator SIMPSON. Apparently there were two stores there.
[Laughter.]

All right, Conrad. I will talk to you later. Now, wait. You have
used my time. I want 30 seconds more.

Just a couple of things. You said it very clearly, Dr. Murray, “two
mature adults, committed to the care of a child,” somewhere along
in your testimony. Boy, that is a long way from where society is
now.

What Kent Conrad was saying was absolutely so in his remarks.
That is not the way we grew up in Cody, Wyoming with listening
to Jack Armstrong, the all-American boy, and reading your Boy
Scout manual to determine if you had any particular sensations
created by those of the opposite sex you immediately took a cold
shower, which never worked for me. But it was in the Boy Scout
manual. The showers were not fun at all, but it did not seem to
dull any of the glandular reactions that I had.
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So you have this situation where people are really sitting today
in the most depressing and dilapidated housing with a television
blathering all day, some of the most banal and dim-witted pro-
gramming that we can ever compose about booze, boredom, and
bedlam. I am not a preacher type. ‘

I have kind of seen lots of life that maybe some others have not.
I would not want to go into much more of that. But the soaps, in-
stant gratification, self-discipline, and self-esteem are illusory in
this attitude. Young boys and girls, pawing boyfriends upon daugh-
ters. Jim Michener, I come back to him, said, “The greatest de-
structive force in this country is television. It destroys the root of
society, which is the family.” And Margaret Mead maybe had some
right thoughts, too, back in her day.

But what you have right now, if you look on television all day
long, is horny parents, horny kids, horny single parents, who can
be the horniest, and who can be the rudest and the most smart-
assed to the mother or the father in the family, and that is the fare
today.

Senator Simon has been saying this and taking his lumps, amid
a babble of the media about the first amendment and the chilling
effect, and just turn off the switch. We have all heard that one.

So, to me, I have gone too long. But there is another one, and
I am going to throw it out, because you can really be accused of
being corny here. What ever happened to religion in society? I am
not talking about the separation of church and State, and all the
other struggles, and so on. I am not talking about that.

There is an interesting prayer which is, I believe, embraced by
most faiths which begins with, Our Father, Who art in heaven.
Now these people that we hear the statistics on do not even know
what a father is. That was a revered figure in most faiths, most
societies. That is just gone. Then you see something like Oklahoma
City come along, and what is the emphasis? It is on prayer and re-
ligion, care and nurture. Somewhere in there that has failed.

Maybe we ought to give our money to guys like your friend in
Brooklyn. Maybe we ought to just get the others out, give it to the
non-profit groups like your friend, and say, you know better than
we do, have a go at it.

What are your thoughts on that, if we were to do something like
that, or some blend of that?

Dr. NATHAN. I think that the churches are a big force in the com-
munities in which the welfare problem is most severe, and it is
groups that either grew out of, or are still based in, churches that
are very important to what I want this second block grant to do.
I am sort of a mechanic, Senator.

I hear you when you talk about how the world has changed since
I was a kid. I mean, I have all the same feelings and experiences,
I think, in Albany, New York where I grew up, my wife grew up.
We talk about this, the two of us, a good deal, about how the world
around us has changed, and what is going to happen to our grand-
children.

But here you are having to operate on H.R. 4, and I think we
have got to point in the right direction. We do need to reform wel-
fare. The House has sent you over a very bad instrument. A better
instrument will be better from the perspective and vantage point
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of your very good, thoughtful comments that I am sure many would
share. I guess that is all I would say about it.

Dr. MURRAY. I want to say, the one optimistic thing that occurs
to me all day is, I think that maybe this pendulum you are talking
about, the social pendulum, has gone out as far as it is going to
go and is starting back. Their only straw is in the wind, but there
are things, there are changes.

Unfortunately, they are mostly occurring in the middle class and
up. I do not think Murphy Brown would be run again today. I do
not think that story line would be done. Divorces are down in cer-
tain circles. I can tell this from my speaking engagements when I
am speaking to colleges. There is just simply a much broader
agreement now that growing up without a father is intrinsically a
bad thing, whereas 10 years ago I had to fight that fight very hard.

So, I think that social mores and social sanctions—part of the
reason we are debating this bill the way it is, is because so much
has already changed in terms of the public perception of what is
going on. So, in that domain, it may be that the years to come are
going to bring better news. Whether that is going to touch the
under-class or not, is another question.

Senator SIMPSON. Well, I would say that this committee, since
my new presence here, will do something, I think, very constructive
in this area based on, largely, what you are sharing with us. But
we will do something. It will not be the same as the House bill, but
it will be, I hope, something that was important. I thank you for
the extra time, Mr. Chairman.

The CHAIRMAN. Senator Moynihan.

Senator MOYNIHAN. Mr. Chairman, I want to thank you for this
opportunity, since it is a rare one. I would just make a point on
behalf of Dr. Murray. What he has said is not that people would
need some starving children in the streets to wake us up, he is say-
ing we have starving children in the streets now. The present sys-
tem brutalizes children. What might make it less so might be a
brutal effort as well. Even though we are not proposing te do any
harm, you are saying harm is being done.

I would like to thank Richard Nathan. Not many people would
stay with this subject 14 years, as you have. The public never says
its thanks very well to persons such as he. As a colleague and ad-
mirer all these years, I would like to say thanks.

The CHAIRMAN. Senator Conrad.

Senator CONRAD. I would just like to add my own voice to Sen-
ator Moynihan’s. I think the two of you both have made a real con-
tribution. This has been a very useful dialogue. I share Senator
Simpson’s thought. I very much hope that we do something signifi-
cant, not just fiddle around the edges, because I do not think fid-
dling around the edges is going to do much.

I thank the Chairman for holding this hearing.

The CHAIRMAN. Senator Moseley-Braun.

Senator MOSELEY-BRAUN. I think I will say a closing remark. 1
just want to thank you, Mr. Chairman. It occurred to me again, sit-
ting here thinking about this issue and the fact that this is really
one of the major challenges, I think, of our time, to address this
issue and to do so adequately so that there are not, Senator Moy-
nihan, more children suffering, and that we have an obligation to
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do no harm in what we do, and that is not what the House-passed
bill does. That is what is frightening to me. I hope that we can,
as a committee, undertake to address this issue in a way that will
do no harm.

As Aristotle admonished us, the world refuses to be governed
badly. I hope that we do not govern badly in the decisions that
come out of this commitiee and that we do remain mindful of the
fact that there are nine million children out there that are not re-
sponsible for the sins of their parents and that, as we fix the sys-
tem, we do not want to leave them worse off and suffering more
than they are today.

The CHAIRMAN. Gentlemen, thank you very, very much. We are
adjourned.

[Whereupon, at 12:25 p.m., the hearing was concluded.]



APPENDIX

ADDITIONAL MATERIAL SUBMITTED

MEMORANDUM

TO: Senator Bob Packwood, Chairman, U.S. Senate Finance Committee
FROM: Hank Brown

DATE: May 1, 1995

SUBJECT: State Appropriation of Block Grant Funds and Barriers to Work

During my testimony before the Finance Committee, I promised to provide you
with a memorandum on two subjects, as follows:

STATE APPROPRIATION OF BLOCK GRANT FUNDS

Colorado is one of a very few states in which the state Supreme Court has held
that the legislative appropriation power includes only the authority to appropriate
state funds. Effectively, this means such states’ legislatures cannot exercise control
over federal block grant funds in the absence of a federal statute requiring state
appropriation of them.

To address this problem, I would respectfully request inclusion of language simi-
lar to the following in the Chairman’s mark of welfare reform legislation:

Any amounts received by a state under the provisions of this title shall be ex-
pended only in accordance with the laws and procedures applicable to expendi-
tures of the state’s own revenues, including appropriation by the state legisla-
ture consistent with the terms and conditions prescribed by federal law.

PROHIBITIONS ON WORK IN CURRENT LAW

When the Family Support Act of 1988 was enacted, several provisions were in-
cluded which constitute prohibitions on or barriers to referring or requiring AFDC
beneficiaries to work. Among these barriers are:

1. The last sentence of 42 U.S.C. 684(c)3) which provides:

No participant may be assigned under section 482(e) {[work
supplementation] or (f) [community work experience program] to fill any es-
tablished unfilled vacancy.

2. 42 U.S.C. 482(f)(1)(B)ii) provides that after an AFDC beneficiary has been
assigned to a community work experience program [CWEP] position for 9
months, they may not be required to continue in the assignment unless the
maximum hours they work is the amount of their AFDC benefit, less child sup-
port, divided by the greater of: (1) the federal or state minimum wage (which-
ever is greater); or (2) the rate of pay of other employees in the same job at
the same site.

3. Under 42 U.S.C. 482(g)(2), no person applying for or receiving AFDC can
be required to participate in job search for more than 8 weeks while their appli-
ggg is pending or for 8 weeks out of every 12 months while they are on

While I appreciate that a “pure” block grant approach would obviate these bar-
riers/prohibitions on work, we must ensure that these provisions are abolished and
given no effect.

(563)
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not, Americans overwhelmingly agree that the current welfare system is in sham-
bles. Welfare undermines the basic values of our country—work, family, self-suffi-
ciency, and personal responsibility—and sends a detrimental message to children
that welfare can be a permanent way of life.

I am here today to describe two bills I plan to introduce in the near future. The
first is the Childhood SSI Eligibility Reform Act, which is a more measured SSI re-
form alternative than the proposal passed by the House. The second is the Work
Accountability and Gainful Employment Act, which is comprehensive welfare reform
legislation that I have been developing for several months.

First, I want to say a few words about the Childhood SSI Eligibility Reform Act.
Children’s SSI presents issues that should be bipartisan. SSI is the program of last
resort for 850,000 severely disabled children in low income families, but has been
hobbled by criticisms about fraud and abuse. Congress can and should repair the
defects in the SSI program, but do so in a way that protects children with severe
disabilities. I have been talking with my colleagues on both sides of the aisle, and
strongly believe a bipartisan approach is possible and desirable.

The House of Representatives out of frustration with repeated reports of abuse
under the program passed a version that went too far. The House wiped out the
Individualized Functional Assessment that was developed to protect children with
disabilities after the Supreme Court’s Zebley decision. And as a result, children who
currently receive SSI by virtue of the assessment would lose all benefits—both SSI
cash benefits and Medicaid.

My proposal takes a surgical approach to improving the SSI program, and is sup-
ported by the American Academy of Child and Adolescent Psychiatry, the American
Psychiatric Association, The Association of Retarded Citizens, the National Mental
Health Association and the Bazelon Center for Mental Health Law.

It targets the problems but not the kids.

None of us can pretend that SSI reform will not eliminate some children from the
rolls. Obviously, it will. But our goal should be to eliminate those who should not
be on the program in the first place.

I have provided the Committee with a summary and copies of the draft bill. I
would welcome my colleagues’ input on my proposal before it is introduced.

The Work Accountability and Gainful Employment Act--the WAGE Act—is per-
haps the most comprehensive Senate proposal that significantly reforms welfare
while retaining an entitlement that protects children as well as states from eco-
nomic downturns.

The WAGE Act I will be introducing abolishes welfare as we know it. In its place,
states will be given substantial flexibility to design work programs that do one
thing—move parents into the workforce.

The WAGE Act will encompass four themes:

e Work—From the day that a parent sets foot in a welfare office, we will expect

that person to work or to demonstrate progress towards self-sufficiency;

o State Flexibility—States will have unprecedented flexibility to design effective
work programs under a new Work chountability and Gainful Employment
block grant. The WAGE block grant will also provide incentive payments to
states for moving parents into the workforce.

¢ Pro-Family—Famuilies that stay together and play by the rules will be supported
in their efforts to be self-sufficient. For children in divorced or never married
families, both parents will be expected to provide financial support through ex-
tensive and tough new child support enforcement measures.

¢ Protects Children—A Transitional Aid Program will provide wages and cash as-
sistance to families with children. States will have substantial flexibility to de-
termine eligibility and to set benefit levels and time limits. Teen parents will
be reciuired to stay in school and to live with their parents or in adult-super-
vised living arrangements.

My bill will save money and reform the welfare system, without resorting to a
free-for-all AFDC block grant approach that does little to hold states accountable
and that puts America’s children at great risk. While there are savings to be real-
ized in ending welfare inefficiencies, I hope that the Senate’s deliberations will em-
phasize first and foremost that welfare reform is not an experiment to be tested on
America’s poor children.

The House bill allows states to count people as working who are kicked off the
rolls. Real welfare reform is about solving the problem of transitioning parents into
the workforce, not the streets. The persons most affected by our deliberations are
America’s children; I hope that our efforts will focus on supporting and enabling
their parents to become self-sufficient. That is the only approach that will ensure
that we are responsible to the next generation’s health and prosperity.
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The Congress must confront head-on the reality that children are the poorest
group in American society. Much of this problem stems from family breakdown and
out-of-wedlock childbearing. In 1994, 24% of the nation’s children were living in
families without fathers present in the home. The Casey Foundation reports that
children who grow up without fathers are five times more likely to be poor, twice
as likely to drop out of high school, and much more likely to end up in foster care
or {(uvenile justice facilities. Currently, 30% of all births in the U.S. are out-of-wed-
lock. These trends must be reversed if we are to prepare children for the future and
to maintain America’s strength and prosperity.

Americans want a welfare system that emphasizes work. Americans want a pro-
child approach that provides tﬂe basic necessities of shelter, economic support, and
nutrition. They want a system that provides transitional assistance for people who
have fallen on hard times. In return for short-term assistance, Americans expect
parents to work for their benefits and to take steps toward moving off welfare.
Americans do not want the status quo, which focuses on writing checks and does
little to promote work and self-sufficiency.

States are overburdened by extensive federal regulations that impede their ability
to enact innovative and creative approaches to moving individuals off of welfare.
The worst part of welfare is the message sent to children—that if their parents do
nothing, the government will send them a check. We have no choice but to revamp
and reengineer welfare from the ground up.

PREPARED STATEMENT OF HON. LAUCH FAIRCLOTH

Thank you, Mr. Chairman. Before coming to the Senate I spent 45 years in the
private sector meeting a payroll as a businessman and a farmer. Every year 1
watched as the Congress went into session and adjourned, leaving it more difficult
for working taxpayers to make ends meet because of out-of-control government
spending programs that have put our country on the path to a fiscal disaster.

Of all the spending programs implemented by the federal government, I do not
know of a group that has been a bigger failure than those collectively known as wel-
fare. Presigznt Johnson’s War on Poverty, although launched with good intentions,
has failed. In many ways, it has made the plight of the poor worse instead of better.

The problem is not a lack of spending. Since 1965 when the War on Poverty
began, welfare programs have cost taxpayers $5.3 trillion in constant 1993 dollars.
Currently, the federal government runs approximately 76 means-tested welfare pro-

ams, at a cost in 1994 of $350 billion. This amount is projected to reach $538 bil-
ion by 1999 if current trends continue.

Ignoring a simple common-sense principle has gotten our nation and the poor into
the present fix: You get more of wﬁat you pay for. For the past 30 years we have
subsidized and thus promoted self-destructive behavior like ipl)legitimacy and family
disintegration. Today, almost one in three American children are born out-of-wed-
lock. In some communities, the illegitimacy rate is almost 80%.

Dramatic change is needed—a reversal of the trends of the last 30 years.

In a few days, I intend to re-introduce a welfare reform bill similar to one which
I introduced last year with Senator Grassley and Senator Brown. The bill has three
central goals: to reduce illegitimacy, promote work, and control the growth of wel-
fare costs.

The bill will convert 67 means-tested welfare programs into a single block grant
to the states. Spending increases for this block grant, and several other federal wel-
fare-related programs, will be subject to an aggregate cap of 3% per year.

This single block grant will give states the flexibility to design programs which
meet the specific needs of their poor citizens. For example, if one state has a par-
ticularly successful program of its own, or if the state wants to double its Head
Start budget or triple its WIC budget, it could do so using its federal block grant
funds or state funds.

Welfare should no longer be a one-way handout which destroys the desire of able-
bodied people to work. Real reform would transform welfare into a system of mutual
responsibility in which welfare recipients who can work, would be required to con-
tribute something back to society in return for assistance given.

My proposal will require able-bodied welfare recipients to work in return for their
benefits. By 1997, the second year after enactment, half of all welfare beneficiaries
will be required to do community service or to work in public or private sector jobs
in return for their benefits.

One of the most insidious aspects of the welfare system is its destructive effect
on the family. OQur welfare system tells a young woman, in effect, that she can col-
lect up to $15,000 per year in benefits as long as she does not work or marry an
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employed male. Under such conditions, many recipients have decided that it makes
more sense to remain unmarried. Welfare has transformed the low-income working
husband from a necessary breadwinner into a financial liability.

When the Great Society anti-poverty programs were instituted in 1965, the out-
of-wedlock birth rate in the U.g. was 7%. %ﬁrty years later the rate has jumped
to 30%. At this rate of growth it is projected to reach 50% by the year 2015, a pros-
pect that President Clinton correctly pointed to with alarm.

The breakdown of the family contributes to a number of other social problems.
Children raised in a single parent home are 6 times more likely to be poor than
thoge raised by two parents. They are twice as likely to commit crimes and to end
up in jail. Girls are 164% more likely to become teenage mothers themselves.

Real reform must discourage destructive behavior and encourage constructive be-
havior. Starting prospectively one year after enactment, my bill would eliminate di-
rect welfare subsidies (except medical aid) to unmarried women under age 21 who
have children out-of-wedlock. State governmenta may use the block grant to develop
alternative strategies for assisting children born out-of-wedlock. The bill also en-
courages marriage by providing a tax credit to low income married couples with
children where at least one parent is employed.

We all recognize the need to reverse tge corrupting incentives in our current wel-
fare system. Welfare recipients must work for their benefits, and must not have
children that they cannot support. This is the foundation on which real welfare re.
form rests.

The block grant approach acknowledges that three decades of federal welfare pol-
icy have failed, and that the time has come to recognize the states’ ability to lead.
But, under any current block grant proposal, including my own, the federal govern-
ment would still be the source of roughly 75 percent of total welfare financing. As
long as that is the case, we in Congress should not ahdicate our responsibility to
the taxpayers in the name of welfare reform or any other reform.

I agree with the opinion of many governors that welfare block grants should be
as flexible as possible to allow individual states to meet their unique needs.

Block grants and state flexibility are necessary steps in welfare reform, but they
are not solutions in themselves. Our welfare reform goal must be a welfare system
that truly will require work from all recipients, reduce illegitimate births, and oper-
ate more eﬁicient? 2

Finally, as the genate now takes up welfare reform, we must be willing to make
the kinds of tough decisions necessary to reduce illegitimacy and promote work, or
we will condemn yet another generation to the crippling effects of welfare depend-
ency. The state of our welfare system demands that we take immediate action, but
we must do so with a clear purpose in mind.

PREPARED STATEMENT OF HON. CHARLES E. GRASSLEY

Mr. Chairman, I appreciate this final hearing to wrap up our formal discussions
of welfare reform. In the 10 hearings we have held, we have considered the major
topics of concern raised by various constituents and groups. I appreciate the con-
cerns that have been raised and will continue to seriously consider those concerns.

In this debate we may disagree on many things but there is one thing on which
we can all agree: welfare is a failed system.

We are dealing with a system that has failed the millions of women and children
it was intended to serve. It has left them broken with no real hope of a future. It
has left many of them more dependent than when they entered the system in the
first place. It has contributed to the deterioration of the inner city.

This must change.

As we draft legislation in the Finance Committee, we must look to real change.
Change that will be dramatic and genuine. Change that will empower individuals
and families to embrace their own abilities and hope for their futures. Change that
will contribute to the rebuilding of rural America and the inner city.

I am pleased with the current debate. During the 103rd Con ess, | was promot-
ing the idea of using a block grant approach for AFDC, AF%IC JOBS, and food
stamps for AFDC recipients. I took this approach because I believe we live in a na-
tion of such vast geographic proportion ang such heterogeneous constituencies that
a one-size-fits-all approach from Washington, D.C. is doomed to fail.

That is what we I131ave seen in our historic approach to welfare.

Well now we are looking to a new approach. We are recognizing that perhaps
state leaders really are better equipped to address the concerns of their constitu-
ents, We are recognizing that there are as many ways to address these problems
as there are States. That is a positive outcome.
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Well now we are looking to a new approach. We are recognizing that perhaps
state leaders really are better equipped to address the concerns of their constitu-
ents. We are recognizing that there are as many ways to address these problems
as there are States. That is a positive outcome.

In the past, States have had to come hat in hand on bended knee asking permis-
sion of the Federal Government to test welfare reform. Under the House-passed pro-
posal, States would receive a block grant to meet the needs of low-income citizens.
They would not be required to seek Federal permission. They would have the right,
and the responsibility to run their own programs.

This approach is like the proposal I introduced last year. I believe we should have
a block grant with specific goals for the States without giving prescriptive Federal
mandates on how to get to the goals.

I look forward to continuing this process through further discussions and the
markup in this committee.

I am enclosing a summary of S. 209, the “Welfare to Work and Strong Families
Act of 1995.”

“WELFARE TO WORK AND STRONG FAMILIES ACT OF 19957

Senator Grassley introduced a piece of legislation entitled the “Welfare to Work
and Strong Families Act of 1995” (S. 209) on January 12, 1995. This legislation pro-
Eoses changes that will reduce the size of the federal bureaucracy, give more flexi-

ility to the states, cap welfare spending, discourage out of wedlock births and in-
crease the number of welfare recipients working.

The bill outlined below gives the states the flexibility to address their individual
needs. In return, states must follow two governing principles: first, increase the
work participation rate; and second, decrease the out of wedlock births within the
state.

An outline of the bill is as follows:

Eliminates the Federal Aid to Families with Dependent Children (AFDC),
AFDC Job Opportunity and Basic Skills (JOBS) program, and Food Stamps for
AFDC recipients program.

Takes the approximately $37 billion from those programs and block grants
the money to tge states on a new national formula based on unemployment
rates and per capita income.

Complete discretion is given to the states to operate as they wish as long as
they move towards two goals. First, an increased number of welfare recipients
v‘}rlorking 20 hours/week. Second, a deceased number of out-of-wedlock births in
the state.

If the state is doing better on these two goals than in the previous year, it
will get an expedited review of the yearly plan and receive the block grant with-
out her question. If, however, it is not doing better, the yearly plan must
give an adequate explanation for why it is failing to meet the goals and must
proiose modifications in order to meet the objectives for the upcoming year.

The formula will go from where the state funding level is today to the new
national formula over several years so that no state will go through unantici-
pated changes. In 1996, the funding level will be 100% of the 1995 amount. In
1997 and beyond, the basic funding level will be 96% of the 1995 level and the
other 4% will go to a bonus for the states making the most improvement in
their two goals. The bonus will reward states making the greatest contributions
to dealing with welfare on their own.

1996—100% current formula

1997— 80% current formula/20% new national formula
1998— 60% current formula/40% new national formula
1999— 40% current formula/60% new national formula
2000— 20% current formula/80% new national formula
2001—100% new national formula
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Statement of Senstor Tom Harkin
Finance Committee Hearing on Welfare Reform
April 27, 1995

Mr. Chairman, thank you for the opportunity to testify at this important hearing on welfare reform. [
have been working actively on this issue for several years. While I don't begin to compare to the great
expenience and knowledge of Senator Moynihan, my many meetings with welfare recipients, case managers,
business representatives, advocates and other experts in Jowa and elsewhere have led me to a number of
conclusions about weifare reform. These conclusions should be helpful as we craft major changes to what is
clearty a broken, dependency inducing system. I'd like to go over just a few with the Committee this moming.

Conclusion number one — Weifare must be changed from a hand out o a hand up. Receipt of AFDC
benefits must be conditioned on a signed contract between the recipient and the state which outlines the steps the
recipient will take to become self-sufficient and a date by which they will be off of welfare. Responsibility
should start on day one and continued receipt of benefits is conditioned on compliance with the contract's
requirements.  From the beginning, every recipient must do something that will move them off of welfare and

Conciusion number two — We have to make work pay more than weifare and provide recipients with
the t00ls and incentives 0 become self-sufficient. The coly way we will truly reduce weifare costs over the long
fun is to get recipients into jobs at liveable wages with the skills'they need to become seif-sufficient and stay off
welfare. That means providing work incentives that allow weifare recipients to keep more of what they eam
when they work and allow them to save more. Too often a seemingly minor setback sends families back onto
the welfare rolls, like a dead car battery. It also means assisting them with child care and the education, job
training and other skills they need to become good workers. Weifare reform's success should be measured not
on the short term budget savings it may achieve, but on how many people it moves from welfare to seif-
sufficiency, from dependence to independence.

Conciusion number three — Ono-size-fits-all doesn't work. And I mean that in terms of individuals
and states. A one-size-fits all two year time limit on benefits is unworkable and, I believe, too liberal. If put in
piace, it will become 2 minimum. Time limits should be besed on the individual circumstances of the family.
Many should require much less than two years. Also, states need much greater flexibility to design systems
that fit their unique circumstances. What works in New Hampton, Iows may not work in New York city.
However, | believe we must be careful to maintsin a besic national framework that assures that children are
protected and demands responsibility from all recipients. We don't want to trade one failed, dependency-
inducing system for 50 varieties of the same.

Conciusion number four — The private sector has to be actively invoived if we are to have successful
welfare reform. Businesses must get involved in job creation and mentoring programs that provide recipients
with on tHe'job training. And we must encourage, with the help of entrepreneurs, the creation of micro-
enterprises - small businesses operated by recipients.

Counciusion asmber five — Welfare reform should be bipartisan. Neither party has a comer on the
market of good ideas. We should come together on a plan that includes the best of both, providing a balanced
approach with brosd support.

[n addition, we must do something to combat the unacceptable increas. in births to unmarried teenagers.
Between 1986 and 1991, the rate of births to teenagers increased by 11.9%, from 502 to 62.1 births per 1,000
females. Even more alarming is the fact that most of these teenagers are unmarried.

We must also crack down on deadbeat parents who do not pay child support. Each year, billions goes
unpaid. Let there be no mistake about it, the children are the ones who pay the price when parents run from
their obligations.
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Today, Senator Kit Bond (R-Missouri) and I are introducing legislation, "Welfare to Self Sufficiency
Act of 1995" that I believe meets these tests. I've attached a summary of our bill for the Committee's
consideration.

The legislation is modeled largely on the lowa welfare reform program which began October 1, 1993.
By providing work incentives the number of lowa welfare recipients who are working and earning a pay check

- The number of weifare recipients who are working and eaming income has increased from 18% to
32.8% — an 82% increase.

* Since more weifare recipients are working and eaming income, the average size of the weifare grant has
declined by about 8% from $373.75 to $343.21. .

. Since last May, the number of Iowa families on weifare has been declining. And for the past six
months, the monthly pay out for cash grants is lower than for the comesponding months during the past
three years.

lowa is appropristely spending more on education and training activities, and child care in recognition
that these are necessary investments that will promote seif-sufficiency and reduce costs in the long run.

The centerpiece of our bill is the Family Investment Program which requires as a condition of receiving
welfare recipients the negotistion and signing of individuatized ‘contracts which outling the steps each family will
take to move off of weifare and into seif-sufficient employment. The contracts are binding and inciude s time
limit for weifare benefits and requires responsibility from dsy one. Refusing to sign a contract or failing to meet
the terms of the contract at any time will lead to termination of benefits.

The Welfare to Self-Sufficiency Act provides states with a series of policy options that Sesator Bond
and I believe are necessary. Our proposal also cuts red tape by block granting the funds states use to administer
weifare programs, a recommendation of the HHS Inspector General. Our bill does not block grant the benefit
peyments of these progrums, preserving an important protection for vulnerable children and assuring state and
local taxpayers aren't stuck with grester costs in times of economic downtums.

I believe the Harkin-Bond hill contains the elements for successful, bipartisan weifare reform and we
look forward to working with this Committee and others in the very difficult task of fixing our broken welfare
system. Thank you.
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S.---, Welfare to Self-Sufficiency Act of 1995
A Bipartisan Approach to Welfare Reform

Sponsored by Senator Tom Harkin (D-1A)
and Senator Kit Bond (R-MO)

The Welfare to Self-Sufficiency Act of 1995 is a common-sense, bipartisan
plan that transforms welfare. It changes today’s failed dependency-inducing system
to one that demands responsibility from day one on the part of welfare recipients
and provides them the helping hand they need to get off welfare and become self-
sufficient. Unlike other reform plans it does not apply a one-size fits-all two year
time limit, but sets individualized time limits (most of which should be well under
two years) based on the particular circumstances of each family. It makes work
more tinancially attractive than welfare by expanding work incentives. This plan
also emphasizes moving recipients into private sector jobs, not government jobs
created solely for placement purposes.

The legislation also provides much greater flexibility to the states so they can
design welfare programs to fit their unique characteristics. It eliminates federal
bureaucracy and red tape by consolidating the administrative costs of major welfare
programs into a block grant, while maintaining uniform federal eligibility criteria for
benefits.

In addition, the Welfare to Self-Sufficiency Act combats the unacceptable rise
in teenage pregnancy by demanding responsibility from teens and providing them
positive incentives, but without measures that primarily punish children who bear no
responsibility for the conditions surrounding their birth. It also fundamentally
overhauls our failed child support enforcement system, cracking down on deadbeat
parents that escape their responsibilities by moving across state iines and failing to
fulfiil their obligations to their children.

The bill is paid for by reforming and ending the rapid growth in federal
payments to states for the administration of welfare programs, requiring sponsors of
immigrants to take greater financial responsibility for ensuring that immigrants don’t
tall onto welfare rolls and through other savings achieved in related welfare
programs.

Title I -- Family Investment Agreement

The centerpiece of the legislation is the Family Investment Program which
requires AFDC families to negotiate and sign individualized Family Investment
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Agreements in order to receive benefits. This agreement is a contract between the
state and family which outlines the steps each individual family must take to
become self-sufficient and move off of welfare. The contract would outline
activities such as job training, education, job search and work that family would
have to participate in. States would have to provide necessary services, including
child care, to keep their end of the contract. Unlike other proposals which set a
one-size-fits-all two year time limit, this plan provides for time limits that will vary
from family to family based on the unique circumstances of each family. In Iowa,
where this plan has been put into effect, most contracts contain time limits shorter
than two years.

Families who refuse to negotiate and sign a contract or fail at any time during
the contract to meet the obligations outlined in the individual agreement would enter
a limited benefit plan that leads to the termination of welfare benefits. Under the
limited plan, families would continue to receive full benefits for three months, for
the next three months benefits would be reduced to the children’s portion of their
benefits and benefits would be completely cut off at the end of this six month
period. These families would be ineligible for AFDC benefits for six additional
months.

Title II -- Increasing Work and Self-Sufficiency

The bill promotes work in private sector jobs that are needed to enable a
family to become self-sufficient. States would be given the option of providing the
following incentives that will encourage families to work and save:

* The disregard for work expenses could be increased from $90 a month to
20% of gross earnings.

* Under current law, an individual has a 12 month work transition period.
During the first 4 months, $30 per month pius 1/3 of gross earnings are
disregarded. For the following 8 months $30 is disregarded. The bill permits
state to disregard 50% of gross earnings until a family has reached self-
sufficiency.

* The resource limitation for families applying for AFDC could be increased
from $1000 to $2000. To encourage saving by AFDC families, the resource
limitation for recipients already on public assistance could be increased from
$1000 to $5000. In order to assure more reliable transportation to and from
work, recipients could be allowed to own a car worth $3,000, rather than the
current limit of $1,500.

21-499 96-3
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Families are also encouraged to save and plan for long-term expenses such as
starting a small business, buying a first home or for job training or education
programs. AFDC families could be allowed to save up to $10,000 for these
purposes. Training programs for small business development are also
included.

At state option, earnings of teen-age members of the household would no
longer be counted in determining a family’s eligibility for AFDC.

In order to promote private sector job opportunities for welfare recipients,
states would also be given the option to implement wage supplementation
programs in which employers could add the value of AFDC and food stamp
benefits to the wages earned by AFDC eligible workers.

Title ITI -- Improving State Flexibility

To help states implement education and training programs for welfare

recipients, the federal contribution for the JOBS program is increased. This
enhanced match is provided for funds that a state spends over their 1995 level.

States need more flexibility to design welfare programs that meet the

individual characteristics of each state. The waiver authorization of the 1988
Family Support Act was a good start. However, too often the waiver process has
been cumbersome and time-consuming.

To provide states with added flexibility, the bill authorizes several policy

options which will not require federal waivers. The bill provides these additional
state options:

*

Provides for the equivalent treatment of stepparent and parent income; and

To make children healthier, requiring AFDC parents to have their children
receive appropriate preventive health care, including timely immunization.

In addition, considerable federal red tape would be cut by block granting the

administrative costs associated with AFDC, Food Stamps and Medicaid. Payments
to states would be frozen at the 1995 level. The HHS Inspector General has reported
that such an approach would save approximately $8 billion over 5 years.

Title IV -- Combatting Teenage Pregnancy

The rapid increase in out-of-wedlock births to young women must be
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addressed in a logical manner. We must educate teenagers about the problems of

becoming parents at an early age, stabilize young families, and require teen age

parents to finish high school. The bill attacks teen pregnancy on a number of

fronts.

* Continues the state option requiring minor parents to live with their parents or
another responsible adult.

* Provides a state option that requires teenage parents to stay in school.

* Authorizes an additional $100 million for Title X Family Planning Grants
targeted at combatting teen pregnancy.

Title V -- Improving Child Support Collection

Many families are forced onto the welfare rolls when an absent parent refuses
to meet child support obligations. Only one-third of court ordered child support is
paid today. This bill strengthens child support enforcement by referring collection
of certain delinquent child support orders to the Internal Revenue Service. Cases in
which less than 50% of ordered child support was collected by the state within a
year (mostly involving out of state parents) would be referred to the IRS for
collection. The IRS would be able to garnish wages of the deadbeat parents to
recover ordered payments.

To encourage additional improvements in the collection of child support, the
bill provides several new state options.

* States may revoke the drivers, professional and occupational licenses of
delinquent parents.

* States may release the names of delinquent parents to the news media for
publication.

* Provides several new options to improve the process for establishment of
paternity.

Title VI -- Financing

The Welfare to Self Sufficiency Act would be paid for through savings
achieved in three major areas:

* Welfare payments to immigrants would be reduced by requiring the sponsors
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of these individuals to take greater responsibility for assuring that they don’t
become dependent on Federal assistance. The income of sponsors would be
counted as available to the immigrant for purposes of determining eligibility
for Food Stamps, SSI, AFDC and Medicaid until the immigrant becomes a
U.S. citizen. Exceptions are made for non-citizens who are American
veterans and those who have paid taxes for five or more years.

* Payments to states for the administration of the AFDC, Food Stamps and
Medicaid programs would be block granted and frozen at 1995 levels.

* Payments from the AFDC Emergency Assistance program would be capped.
This program has experienced rapid growth and has been used for purposes
bevond that originally intended.

PREPARED STATEMENT OF HON. NANCY LANDON KASSEBAUM

Mr. Chairman, I am here today to discuss the “Welfare and Medicaid Responsibil-
ity Exchange Act of 1995,” which I introduced earlier this month with my colleague
Senator Brown. The basic principle embodied in both this and our earlier proposal
is that true reform will occur only when there is a clear delineation of responsibil-
ities between the federal and state governments.

Our legislation shifts to the states responsibility for the nation’s largest welfare
programs—Aid to Families with Dependent Children (AFDC), Supplemental Food
Program for Women, Infants and Children (WIC), food stamps, and the AFDC por-
tion of Medicaid. In exchange, the federal government will assume responsibility for
that portion of the Medicaid program designed to provide acute care and long-term
care to elderly and disabled Americans.

Currently, the overlapping regulation and dual administration of the AFDC and
Medicaid programs, in particular, has resulted in a significant lack of accountability.
In contrast, this legislation makes a clear-cut decision about who will run the wel-
fare programs, who will finance them, who will make key decisions, and who will
be responsible for the outcomes.

This legislation will allow both the states and the federal government to build a
more cohesive safety net for the populations each sector is serving. At the end of
a five-year transition period during which the states will be freed from the vast ma-
jority of restrictive fegeral regulations, the states will have complete autonomy for
designing welfare and medical programs for low-income individuals—without federal
mandates, but with their own money at stake.

The federal government will be able to improve the efficiency and effectiveness
of the Supplemental Security Income (SSI) Medicaid program—a program which
now consumes 70 percent of Medicaid costs yet serves only 30 percent of the Medic-
aid population—by better coordinating chronic care services for elderly and disabled
Medicaid recipients, by promoting competition, and by allowing these individuals to
have a broader choice of private health plans. To reduce the reliance on Medicaid,
the revised legislation also includes tax incentives for the purchase of private long-
term-care insurance and long-term care services, and standards for long-term care
insurance. These provisions are similar to those contained in legislation which was
introduced earlier this year by Senator Cohen.

I would like to highlight some of the other key components of this revised swap
legislation:

State responsibilities: As in the earlier swap legislation (S. 140), the states will
assume full costs for the AFDC, WIC, and food stamp programs. In addition, how-
ever, the states also will assume responsibility for providing health care for “AFDC-
related” Medicaid recipients (non-elgerly and non-disabled individuals). This popu-
lation represents about 30 percent of current Medicaid expenditures.

Federal responsibilities: Instead of assuming the full costs of the Medicaid pro-
gram, under the revised legislation the federal government will assume financial re-
spongibility for the “SSI-related Medicaid” program (elderly and disabled individ-
uals). This group represents the remaining 70 percent of Medicaid costs.
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Five-year transition period: The revised legislation still contains a five-year
transition period during which states will have freedom to design low-income assist-
ance programs and time to build the infrastructure to support these programs. Dur-
ing this peried, an independent commission will work witE Congress to develop the
specific provisions of the federal Medicaid program for elderly and disabled individ-
uals. Also, the federal government will continue to provide funding to states during
this period so that no state will suffer significant losses of funding.

State maintenance-of-effort: During the transition period, the states must
spend the funds made available by the swap and any money previously used as a
state match for AFDC, food stamps, WIC, and AFDC-related R’Iedicaid, to provide
cash and non-cash assistance to low-income individuals and families. Unlike S. 140,
however, the states may direct up to 15 percent of these funds annually to savings
or other uses.

Medicaid during the transition: Under the revised legislation, federal Medic-
aid benefit and coverage requirements for children will be frozen at 1995 levels dur-
ing the transition. Beyond that, however, the states will be given significant free-
dom to redesign the AFDC-related Medicaid program without applying for federal
waivers.

At the end of the transition period: Under the revised legislation, Congress
must determine at the end of five years whether to continue this arrangement or,
instead, to grant the states complete autonomy to design welfare and low-income
medical care programs. If this complete swap goes into effect, states that experience
a gignificant {:)ss of federal funds and have the greatest need for public services will
be eligible for a targeted grant program.

Mr. Chairman, I believe the basic goal of welfare reform must be to return sub-
stantial authority, autonomy, and responsibility to state and local governments. We
must end the “one-size-fits-all” approach to income support programs which has
frustrated those who have sought mmnovative solutions, and we must break the cycle
of dependence that undermines families and is destroying support for a necessary
but limited safety net.

I believe we must make systemic changes that will have a profound and long-last-
ing impact on the way services are delivered to needy Americans. We must cross
the threshold from a Washington that simply shares power with the states to a
Washington that actually surrenders power.

Attachments.

21-499 96—4
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Hansas State Board of Fducation

120 S.E. 10th Avenue, Topeka, Kansas 66612-1182

Jeannette Nobo, Coordinator
913-296-1978

April 28, 1995

Senator Nancy Kassebaum
302 Russell Senate Office Building
Washington, D.C. 20510

Dear Senator Kassebaum:

Later this fall the Juvenile Justice and Delinquency Prevention Act of 1974
will be scheduled for reauthorization. Because leadership during reauthorization
is critical for its success, I am writing to request your leadership and assistance.

In Kansas, we are just beginning to focus on improving local juvenile
justice systems and building local continuums of sanctions to deal effectively with
juvenile offenders. Your leadership efforts would be a tremendous asset for the
Act and for Kansas.

Thank you.

Sincerely,

Ato

eannette Nobo, Member
Advisory Committee on Juvenile
Offender Programs

cc:  Sue Lockett, ACJOP Chair

Outcomes Education
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COMMONWEALTH of VIRGINIA

Donald S Beyer. Jr Office of the Lieutenant Governor Voice/TDD (804) 786-2078

« @utenant Govarnor Rthond 23219

FAX (804) 786-7514

1 May 1995

Senator Nancy Landon Kassebaum
SR-302, Russell Building
Washington, D.C. 20510-0003

Dear Senator Kassebaum,
Congratulations on the hard work you are doing on welfare reform.

I am well aware of the many issues you must consider when
crafting this kind of legislation. We in Virginia have taken the
challenge of welfare reform seriously. Governor George Allen,
members of the legislature, and I successfully completed
negotiations on the Virginia Independence Program. We believe
this legislation reflects the values, priorities and beliefs of
virginians.

As you work on your bill I would encourage you to consider
allowing each state as much latitude as possible in customizing
welfare reform legislation. States, for example, could be
permitted to address specific areas, such as workfare, learnfare,
housing for minor parents, and definitions of broad-based
subjects as "family" and "proper health care", etc. Input on
these issues at the grass-roots level better ensures that our
solutions truly reflect our communities.

Thank you for your efforts on behalf of us all. You have my best
wishes for a successful legislative season.

Si;%%ffi7’
Donald z @éf

DSB/djm
enclosure
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1995 SESSION

REENROLLED

VIRGINIA ACTS OF ASSEMBLY — CHAPTER

An Act to amend and reenact § 63.1-105, as it is currently effective and as it may become effective,
§63.1-105.1, §§ 63.1-133.41 through 63.1-133.55, and § 63.1-251 of the Code of Virginia and 1o
amend the Code of Virginia by adding sections numbered 63.1-105.3 through 63.1-105.7, relating
to aid to families with dependent children and the Virginia Independence Program.

[H 2001]
Approved

Be it enacted by the General Assembly of Virginia:

1. That §63.1-105, as it is currently effective and as it may become effective, §63.1-105.1,
§§ 63.1-133.41 through 63.1-133.55 and §63.1-251 of the Code of Virginia are amended and
reenacted and that the Code of Virginia is amended by adding sections numbered 63.1-105.3 through
63.1-105.7 as follows:

§ 63.1-105. Eligibility for aid to dependent children. :

A person shall be eligible for aid to families with dependent children if he that person:

a3 1. Has not attained the age of eighteen years, or,-if regulariy attending a secondary school or
in the equivalent level of vocational or technical training, has not attained the age of nineteen years
and is reasonably expected to complete his senior year of school prior to attaining age nineteen;

) 2. Is a resident of Virginia;

¢ 3. Is deprived of parental support or care by reason of the death, continued absence from
home, or physical or mental incapacity of a parent;

¢ 4. Is living with his father, mother, grandfather, grandmother, brother, sister, stepfather,
stepmother, stepbrother, stepsister, uncle, aunt, first cousin, nephew, or niece in a place of residence
maintained by one or more of such relatives as his or their own home or is in placement under
conditions specified by the State Board; and

) 5. Is in need of public assistance; and

6. If under the age of eighteen years, is in compliance with compulsory school attendance laws
(§ 22.1-254 et seq.) as described in § 63.1-105.4.

Notwithstanding the provisions of subdivision (e} 3 above, the State Board may determine, by rule
and regulation, the conditions under which a child who is deprived of adequate support by reason of
the unemployment of one or both of his parents shall be eligible for aid and assistance under this
chapter if all other eligibility requirements have been met. The welfare of the child shall be the
paramount consideration and the presence of an unemployed parent in the home shall not in and of
itself deprive such child of necessary aid and assistance under this chapter. To the extent permissible
under federal law, AFDC shall be provided to needy two-parent families on the same terms and
conditions that AFDC is provided to single-parent families.

Additionally, notwithstanding the provisions of subdivision ¢) 3 above and according to
regulations promulgated by the Board, the parent of an eligible child or children who is married to a
person not the parent of said child or children shall not be eligible for Aid to Families with
Dependent Children (AFDC) if the parent’s spouse’s income, when deemed available to the family
unit according to federal regulations, in and of itself, exceeds the state eligibility standard for such
aid. However, eligibility for said child or children shall be considered by counting the income of such
parent and child or children, and any portion of the parent’s spouse’s income which exceeds 150
percent of the federal poverty level for the spouse and parent. If the income of the parent’s spouse
which is deemed available does not, in and of itself, exceed the state eligibility standard for AFDC,
none of the spouse’s income will be counted as available to the family unit, and eligibility will be
determined considering only the income, if any, of the parent and said child or children. If the said
parent fails or refuses to cooperate with the Department’s Division of Child Support Enforcement in
the pursuit of child support, the income of the parent’s current spouse will be counted in accordance
with federal regulations in determining eligibility for AFDC for the parent’s child or children.

§ 63.1-105. (Delayed effective date) Eligibility for aid to families with dependent children.
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2

A person shall be eligible for aid to families with dependent children if he thar person:

1. Has not antained the age of eighteen years, or, if regularly attending a secondary school or in
the equivaient level of vocational or technical training, has not attained the age of nineteen years and
is reasonably expected to complete his senior year of school prior to attaining age nineteen;

2. Is a resident of Virginia; .

3. Is deprived of parental support or care by reason of the death, continued absence from home, or
physical or mental incapacity of a parent;

4. Is living with his father, mother, grandfather, grandmother, brother, sister, stepfather,
stepmother, stepbrother, stepsister, uncle, aunt, first cousin, nephew, or niece in a place of residence
maintained by one or more of such relatives as his or their own home or is in placement under
conditions specified by the State Board; and

5. Is in need of public assistance; and

6. If under the age of eighteen years, is in compliance with compulsory school attendance laws
(§ 22.1-254 et seq.) as described in § 63.1-105.4.

Notwithstanding the provisions of subdivision 3 above, the State Board may determine, by
regulation, the conditions under which a child who is deprived of adequate support by reason of the
unemployment of one or both of his parents shall be eligible for aid and assistance under this chapter
if all other eligibility requirements have been met. The welfare of the child shall be the paramount
consideration and the presence of an unemployed parent in the home shall not in and of itself deprive
such child of necessary aid and assistance under this chapter. 'To the extent permissible under federal
law, AFDC shall be provided to needy two-parent families on the same terms and conditions that
AFDC is provided 1o single-parent families.

Additionally, notwithstanding the provisions of subdivision 3 above and according to regulations
promulgated by the Board, the parent of an eligible child or children who is married to a person not
the parent of the child or children shall not be eligible for Aid to Families with Dependent Children
(AFDC) if the parent’s spouse’s income, when deemed available to the family unit according to
federal regulations, in and of itself, exceeds the state eligibility standard for such aid. However,
eligibility for the child or children shall be considered by counting the income of such parent and
child or children, and any portion of the parent’s spouse’s income which exceeds 150 percent of the
federal poverty level for the spouse and parent. If the income of the parent’s spouse which is deemed
available does not, in and of itself, exceed the state eligibility standard for AFDC, none of the
spouse’s income shall be counted as available to the family unit, and eligibility shall be determined
considering only the income, if any, of the parent and the child or children. If the parent fails or
refuses to cooperate with the Department’s Division of Child Support Enforcemnent in the pursuit of
child support, the income of the parent’s current spouse shall be counted in accordance with federal
regulations in determining eligibility for AFDC for the parent’s child or children.

§ 63.1-105.1. Eligibility for payments for aid to families with dependent children.

A. To be eligible for payments for aid to families with dependent children, an applicant or
recipient shall:

1. Furnish, apply for or have an application made in his behalf, and in behalf of all children for
whom assistance is being requested, for; a social security account number to be used in the
administration of the program;

2. Assign the Commonwealth any rights to support from any other person such applicant may
have in his own behalf or in behalf of any other family member for whom the applicant is applying
for or receiving aid and which have accrued at the time such assignment is executed;

3. Identify the parents of the child for whom aid is claimed, subject to the “good cause”
provisions or exceptions in federal law or regulations. However, this requirement shall not apply if
the applicant oF recipient submits o staiement under penalty of perjury that the identity of the parent
t5 pet reasonably ascemainable and the local department of soeial services is aware of me other
evidence which would refute such statement child is in a foster care placement; and

4. Cooperate in (i) locating the parent of the child with respect to whom aid is claimed, (ii)
establishing the patemity of a child born out of wedlock with respect to whom aid is claimed, (iii)
obtaining support payments for such applicant or recipient and for a child with respect to whom aid is
claimed and (iv) obtaining any other payments or property due such applicant or recipient of such
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child.

B. Any applzcam or recipient who i ionally misidentifi ther person as a parent shall be
guilty of perjury and, upon conviction therefor, shall be purushed in accordance with § 18.2-434.

C. If paternity is not established after six months of receipt of AFDC, the local department may
suspend the entire grant or the adult portion of the grant, subject to regulations promulgated by the
State Board, in cases where the local department determines that the recipient is not cooperating in
the establishment of paternity.

§ 63.1-105.3 Diversionary cash assistance.

The State Board shall promulgate regulations to enable AFDC eligible applicants meeting certain
criteria to receive at one time the maximum AFDC cash assistance which the applicant would
otherwise receive for a period up to 120 days. An individual may receive diversionary AFDC cash
assistance only one time in a sixty-month period and, in so doing, waives his eligibility for AFDC for
a period of up to 160 days. Diversionary assistance shall be used to divert the family from receiving
ongoing AFDC cash assistance by providing assistance for one-time emergencies.

§ 63.1-105.4. Eligibility for aid to families with dependent children; school attendance.

In order to be eligible for AFDC, members of the assistance unit, including minor custodial
parents, shall be in compliance with compulsary school attendance laws (§ 22.1-254 et seq.). The

State Board shall promulgate regulati 10 ¢t the provisions of this section, including
procedures for local social services departments 10 (i) receive notification from local school divisions
of students who are truant and (ii) assist families in liance to achieve compliance. An

applicant for or recipient of AFDC or any member of his assistance unit who has been found guilty
under § 22.1-263 shall not be eligible for AFDC financial assistance until in compliance with
compulsory school attendance laws. Any person who becomes ineligible for AFDC financial
assistance as a result of this section shall heless be considered an AFDC recipient for all other
‘purposes, including Medicaid eligibility.

§ 63.1-105.5. Minor noncustodial parents whose child receives AFDC; child support obligations.

If a minor noncustodial parent whose child receives AFDC is not in compliance with compulsory
school artendance laws (§ 22.1-254 et seq.), he shall be required to pay child support as if he were
an aduls, and child support shall be collected as provided in Chapter 13 (§ 63.1-249 et seq.) of Title
63.1.

§ 63.1-105.6. Minor parent residency.

A. Except as provided in subsection B, an unemancipated minor custodial parent may receive
AFDC for himself and his child only if the individual and his child reside in the home maintained by
his parent or person standing in loco parentis. For purposes of AFDC eligibility determination, a
minor who receives government-provided public i e is not considered emancipated unless
married.

B. The provisions of subsection A shall not apply if:

1. The individual has no parent or person standing in loco parentis who is living or whose
whereabouts are known;

2. The local department of social services determines that the physical or emotional heaith or
safety of the individual or his dependent child would be jeopardized if the individual and dependent
child lived in the same residence with the individual's parent or the person standing in loco parentis
for the individual;

3. The local department of social services otherwise determines, in accordance with regulations
promulgated by the State Board, that there is good cause for waiving the requirements of subsection
A.

C. If the individual and his dependent child are not required to live with the individual's parent or
the person standing in loco parentis for the individual, the local department of social services shall
assist the individual in locating an appropriate adult supervised supportive living arrangement taking
into consideration the needs and concerns of the minor and thereafter shall require thar the
individual and his child reside in such living arrangement or an alternative appropriate arrangement
as a condition of the continued receipt of AFDC. If the local department of social services is unable,
after making diligent efforts, to locate any suck appropriate living arrangement, it shall provide case
management and other social services consistent with the best interests of the individual and child
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who live independently.

§ 63.1-105.7. Limitation on AFDC benefits.

Nortwithstanding the provisions of § 63.1-105 and the AFDC program regulations, the State Board
shall revise the schedule of AFDC financial assistance to be paid to a family by eliminating the
increment in AFDC benefits to which a family would otherwise be eligible as a result of the birth of
a child during the period of AFDC eligibility or during the period in which the family or adult
recipient is ineligible for AFDC benefits pursuant 1o a penalty imposed by the Commissioner for
failure to comply with benefit eligibility or child support requir ts, subseq to which the family
or adult recipient is again eligible for benefits. The State Board shall provide that a recipient family
in which the mother gives birth 1o an additional child during the period of the mother’s eligibility for
AFDC financial assistance, or during a temporary penalty period of ineligibility for financial
assistance, may receive additional financial assistance only in the case of a general increase in the
amount of AFDC financial assistance which is provided 1o all AFDC recipients. Applicants shall
receive notice of the provisions of this section at the time of application for AFDC. AFDC recipients
shall receive notice of the provisions of this section within sixty days of the effective date of
regulations implementing this section. This section shall not apply to legal guardians, foster parents,
grandparents, or other persons in loco parentis who are not the biological or adoptive parents of the
child.

There shall be no elimination of the increment in benefits for (i) ten months after the effective date
of this section or (ii) children born within ten months after the mother begins to receive AFDC.

A single custodial parent who does not receive additional AFDC financial assistance for the birth
of a child pursuant to this section shall receive the total value of all child support payments due and
collected for such child, and the value of such payments shall not be counted as income for the
purposes of AFDC eligibility and grant determination.

§ 63.1-133.41. (Delayed effective date) Virginia Independence Program (VIP); purpose;
administration.

There is hereby created the Virginia Independence Program, hereinafter in this chapter referred to
as the “Program.” The Job Opportunities and Basic Skills Training Program shall be implemented in
the Commonwealth as the Virginia Independence Program and the Virginia Initiative for Employment
not Welfare.

The goais of the Program are to:

1. Offer Virginians living in poverty the opportunity to achieve economic independence by
removing barriers and disincentives to work and providing positive incentives to work;

2. Provide Virginia families living in poverty with the opportunities and work skills necessary for
self-sufficiency;

3. Allow Virginia families living in poverty to contribute materially to their own self-sufficiency;

4. Set out the responsibilities of and expectations for recipients of public assistance and the
government; and

5. Provide Vlrglma families living in poverty with the opportunity to partieipate in & eommunity
obtain work experience through the Virginia Initiative for Employment Not Welfare (VIEW).

The Program shall recognize eleerly defined reciproeal respensibilities and obligations en the part

the receipt of ARDC finaneial assistance by a family-

The agreement shall recognize thet net all recipients will find independent employment within ene
ye*%eﬂmgm&mfenmdudﬁaeemm@ymdewwmfuupwm
additional year- The Program also inoludes objective criteria for extending VIEW pesticipation; in
entracedinary and limited ceses:

None of the provisions of this chapter shall be construed or interpreted to create any rights,
causes of action, administrative claims or exemp to the provisi of the Program, except as
specifically provided in §§ 63.1-133.43, 63.1-133.48, 63.1-133.51 and 63.1-133.53.

The Department of Social Services (the Department) shall administer the Program; whieh is to be
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phased in statewide eommeneing July 1; 1994, The Department shall be assisted by the Department of
Economic Development, the Virginia Employment Commission and the Governor's Employment and
Training Department.

§ 63.1-133.42. (Delayed effective date) Definitions.

For purposes of this chapter, unless the context otherwise clearly requires:

“AFDC” means Aid to Families with Dependent Children.

“Agreement” means the written individualized agreement of mwutual personal responsibility
required by this chapter.

“Case manager” means the service worker designated by the local department of social services, a
private-secior contractor or a private community-based organization including nonprofit entities,
churches, or voluntary organizations that provide case management services.

“Cenirol group” means a subset of families who afe not Program partioipants whe receive AFBC
mmmmmeﬁeﬁwwmmm#&ﬁwmmmm
matched with families whe are Program participants:

“Independent employment” means employment that is aet VIEW employment:

“Intensive case management” means individualized services provided by a properly trained case
manager.

“Pamcxpanng family” means an assistance unit including a parent who participates in the Program;

sepvioes and requirernents authorized by this elnptes

§ 63.1-133.43. (Delayed effective date) Participant ehglblhty

Reeipients All recipients of AFDC shall be required to participate in the Program; exeept that the

The following families shall not be required to participate in any of the employment provisions of
the Program and shall remain eligible for AFDC financial assistance:

+ Single-parent families in which the parent is temperarily or permanently disabled or twe-parent
families where both parents ere temporarily or permanently disabled: as disabled is defined by State
MdMMWMWMWWMW%

disabled while they are Program partieipasts:

%thmm%&epmwnﬂed&mfmemem{yam&dyés&bhdehﬂd
oF spouse; as disabled is defired by State Board regulatien:

3. Easnilies in which the parent is under the ege of twenty years and is attending an educational of
wraifting program on & full-time basis-

1. Any individual, including all minor caretakers, under sixteen years of age;

2. Any individual at least sixteen, but no more than nineteen years of age, who is enrolled
full-time in elementary or secondary school, including vocational or technical school programs. The
vocational or technical school must be equivalent to secondary school. Once the individual loses this
exemption, he cannot requalify for the exemption, even if he returns to school, unless the case is
closed and reopened or he b exempt for another reason. Whenever feasible, such recipients
should participate in summer work;

3. Any individual who is unable to participate because of a temporary medical condition that is
preventing entry into employment or training, as determined by a physician and certified by a written
medical statement. Such an exemption shall be reevaluated every sixty days to determine whether the
person is still exempt;

4. Any individual who is incapacitated, as determined by receipt of Social Security Disability
Benefits or Supplemental Security Income. This exemption shall not be granted 1o either parent in an
AFDC-UP case; eligibility shall be evaluated for regular AFDC on the basis of the parent’s
incapacity;

5. Any individual sixty years of age or older;

6. Any individual who is the sole caregiver of another member of the household who is
incapacitated as determined by receipt of Social Security Disability Benefits or Supplemental Security
Income or another condition as determined by the State Board and whose presence is essential for
the care of the other member on a substantially continuous basis;

7. A parent or carewaker-relative of a child under eighteen months of age who personally provides
care for the child. A parent of a child not considered part of the AFDC assistance unit under
§63.1-105.7 may be granted a temporary exemption of not more than six weeks after the birth of
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such child;

8. A female who is in her fourth through ninth month of pregnancy as determined by a written
medical statement provided by a physician;

9. Children receiving AFDC-Foster Care;

4 10. Families where the primary caretakers of a child or children are legal guardians,
grandparents, foster parents, or other persons standing in loco parentis and are not the adoptive or
biological parents of the child.

In an AFDC-UP case, both parents shall be referred for participation unless one meets an
exemption; only one parent can be exempt. If both parents meet an exemption criterion, they shall
decide who will be referred for participation.

§ 63.1-133.44. (Delayed effective date) Advisory Commission on Welfare Reform.

There is hereby established the Advisory Commission on Welfare Reform, which shall be
convened by the Secretary of Health and Human Resources.

The Advisory Commission shall have the following duties:

1. Serve, through recommendations to the Govemor, as a catalyst for generating a pool of jobs for
participants in the Virginia Independence Program.

2. Provide evaluation and feedback to the Govemor on incentives designed to promote business
participation in the Virginia Independence Program.

The chairman, vice chairman and members of the Commission, except for members of the General
Assembly, shall be appointed by the Governor and shall servé at his pleasure. The Commission shall
consist of twenty-four appointed members, including two members of the Virginia Senate, to be
appointed by the Senate Cormittee on Privileges and Elections; three members of the Virginia House
of Delegates, to be appointed by the Speaker of the House of Delegates; thirteen representatives of
the business community, including two representatives of labor, two current and one former recipient
of AFDC; one representative of the Virginia Municipal League; one representative of the Virginia
Association of Counties; and one representative of the Virginia League of Social Service Executives:
The and the Secretaries of Health and Human Resources, Education, Public Safety and Commerce
and Trade shall serve as ex officio members.

§ 63.1-133.45. (Delayed effective date) Participation; coordinated services.

A. In administering the Program, the Department shail ensure that local departments of social
services provide delivery and coordination of all services through intensive case management.
Program participants shall be referred to a case manager. The case manager shall fully explain the
Program to the participant and shall provide the participant with written materials explaining the
Program.

B. There shall be a written individualized agreement of mutual respensibility for each
wmmwuwmummammmw

shall set out the responsibilities of and expestations fer Program partiet and the resp
mm#mmmmw“mw&emm—m
agreement shell identify spesifie educatien. GaiRiRg of activities that will direet a

prowide a mechanism for revisions and amendments based on changed circurastances and netify
participating families of their right to appeal the centents of the agreement and their other appeal
aghts under this chapter: Services required by the agreement of muwel resporsibiliey shell be effered
according to the timeiable established in the agreernent to enable members of the family to ashieve
seif sufficiency and to carry out their personal and fumly mpmbdmes—

The Department shall assist local departments in improving the delivery of services, including
intensive case management, through the utilization of public, private and non-profit organizations, to
the extent permissible under federal law.

C. The Department shall be responsible for the coordination of the intensive case management. Job
training shall be facilitated by the Govemor’s Employment and Training Department. Job finding and
job matching leading to independent employment shall be facilitated by the Virginia Employment
Commission and the Department of Economic Development.

D. The Secretary of Heaith and Human Resources, assisted by the Secretary of Commerce and
Trade, shall prepare and maintain an annual plan for coordinating and integrating all appropriate
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services in order to promote successful outcomes. The plan shall encourage the use of local and
regional service providers and permit a variety of methods of providing services. Emphasis shall be
placed on coordinating and integrating career counseling, job development, job training and skills, job
placement, and academic and technical education. Public and private institutions of higher education
and other agencies which offer similar or related services shall be invited to participate as fully as
possible in developing, implementing and updating the annual coordination plan.

E. The Secretary of Health and Human Resources shall:

1. Increase public awareness of the federal eamed income credit and encourage families who may
be eligible to apply for this tax credit.

2. Pursue aggressive child-support initiatives as established by the General Assembly.

3. Work with community providers to develop adoption, education, family planning, marriage,
parenting, and training options for Program participants.

4. Increase public awareness of the tax advantages of relocating one’s residence in order to secure
employment.

5. Provide leadership for the development of community work experience opportunities in VIEW.

6. Develop strategies to educate, assist and stimulate employers to hire participants and to provide
community work expcricncc opportunities, in consultation with the Advisory Commission on Welfare
Reform, representatives of employers, and other mlevam pubhc and pnvate agencies on the state and
local level. :

7. Provide technical assistance to local depamnents of social services to assist them in working
with employers in the community to develop job and community work experience opportunities for
participants.

§ 63.1-133.46. (Delayed effective date) Case management; support services; transitional support
services.

A. The Commissioner of Social Services, through the local departments of social services, with
such funds as appropriated, shall offer services under the Job Opportunities and Basic Skills Training
Program to all families participating in the Program.

B. The Commissioner of Social Services, through the local departments of social services, with
such funds as appropriated, shall offer families participating in the Program intensive case
management services throughout the family’s participation in the Program. Fe ensure the delivery of
mmmm&mﬂ“mmwwmmm
families- Case management services shall include initial assessment of the full range of services that
will be needed by each family including testing and evaluation, development of the individualized
agreement of mutaal personal responsibility, and periodic reassessment of service needs and the
agreement of meual personal responsibility. It shall be the goal of the Department to have a
statewide i ive case g t ratio not higher than the prevailing statewide average ratio in
the JOBS Program in Virginia as the ratio exists in the JOBS Program on the date of enactment of
this act. The Department shall seek to achieve this goal during the first year of implementation. By
December 1, 1996, the Commissioner shall develop and submit a report to the Governor and General
Assembly concerning the establishment of a classification system for caseload management in the
Program. The Department shall include in its annual report to the Governor and General Assembly
an evaluation of program effectiveness statewide and by locality, including an evaluation of case
management services. Pursaant to regulations promuigated by the State Beard; the following services
shall be provided to partieipeting families if reeded:

4+ Bay care fer the children of Program participents if:

&%pmpm&mﬂewd“%mmmw&emmmef

b: Bay-eare ioes are roquired to erable a participant to receive job placement; job trainiRg of

@mmsmmmmmmwmmm
2 Day care for the children of former Program partecipants under Virginia’s State Blan for
Suppertive Seruces (Fitle PALD ineluding (1) up to twelve menths of transitenal day care and (i)
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“at fisk” day care subject to the Plan’s sliding fee seale- Parents whe are employed at least
wwenty-five hours a week may use day care for job placement; job training or education activities as
well as weork:

3- Transporiation which will enable parental employment; participation in services indieated by the
asreement of mutual responsibility; and participation in VIEW-

¢Mmmmgmmmmgmpbm“mmm&emef
this chaptes
_;MMMMMWf*WMFQM

parent’s
whe weuld otherwise be eligible for Medicaid shall continue to reeeive medical assistance services;
even if they are net eligible for AEDGC finaneial assistance:

6. Other services identified by the case manaser as neecessary and appropriate to fulfill the
agreement of mutual respensibility and the geals of this chapter

C. Local departments of social services are authorized to provide services to VIEW families

throughout the family’s participation in VIEW subject to regulations pr Igated by the State Board,
including:

1. Day care for the children of participants if: P

a. The participant is employed and day-care services are ial to the continued employment of

the participant;

b. Day-care services are required to enable a participant to receive job placement, job training or
education services; or

c. The participant is otherwise eligible for day care pursuant to State Board regulations.

2. Transportation which will enable parental employment or participation in services required by
the agreement of personal responsibility.

3. Job counseling, education and training, and job search assistance consistent with the purposes

of VIEW.

4. Medical assistance.

D. A participant whose AFDC financial assi e is terminated, either voll ily or
involuntarily, shall receive the following services for up to twelve hs after termination, if needed:

1. Assistance with child day care if such assistance enables the individual to work;

2. Assistance with transportation, if such transportation enables the individual to work; and

3. Medical assistance, including transitional medical assistance for families with a working parent
who becomes ineligible for AFDC financial assistance because of increased earnings, unless (i)
medical insurance is available through the parent’s employer or (ii) family income exceeds 185
percent of the federal poverty level.

E. Nothing in this section shall be construed or interpreted to create a cause of action or
administrative claim based upon a right or entitlement to any specific services or an exemption or
waiver from any provision of this Program.

§ 63.1-133.47. (Delayed effective date) Financial eligibility and benefit levels.

A. The State Board of Social Services shall promuigate regulations to determine financial
eligibility and benefit levels for pamcxpaung families as follows:

+ To reward work, a pamcxpaung family that has earned income from any source other than
VIEW, may continue to receive AFDC financial assistance for up to two years from the date that
both parties initially sign the agreement. However, in no event shail the AFDC payment when added
1o the earned income exceed such percentage of the federal poverty level as is established by the
Commissioner, and if necessary any AFDC payment shall be reduced so that earned income plus the
AFDC payment equals such percentage of the federal poverty level as is established by the
Commissioner.

}mekmmmm&rumm
wmm&wdm&mmm*mskmfeﬁhm&em
of mutual responsibility: Ay such payments shall be disregarded in determining e perticipating
familv's continued financial eligibility for AFDGC and AFDC benefit level:
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B. Participating families shall be eligible for the following income disregards and resource
exclusions:

1. The fair market value, not to exceed $ 7,500, of one operable motor vehicle per family.

2. Those allowed by §§ 63.1-105 and 63.1-110.

§ 63.1-133.48. (Delayed effective date) Waivers for certain mothers.
by the State Beard of Social Services; the State Beard shall revise the schedule of AFDC finencial
assistanee to be paid to a paricipating family by eliminating the increment in AFDC benefits to
which a family weuld otherwise be eligible as a result of the birth of a child dusing oF up to twelve
months after the peried in whieh the family participates in the Program; or during the period in which
the family or adult reeipient is ineligible for AFDC benefits pursuant to a penalty impesed by the
Commissiener for failure to comply with benefit eligibility or ohild suppert requirements; subsequent
to which the family or adult recipient is again eligible for berefits: The State Board shall provide that
a recipient family in which the Program participant gives birth to an additienal child during the pesied
of the mether’s eligibility for AEDC finanecial assisiance; or during o temperary penalty peried of
tneligibility for financial assistance; may receive additional financial assistance only in the case of a
gereral inerease in the ameunt of AFDGC finaneial assistance which is provided to all AFDC
oF other persens in loco parentis who are not the bielegical or adoptive parents of the child:

The State Beard shell provide that there shall be no elimination of the increment in benefits for ()
ten months after the effective date of the receipt of federal waivers; of July 1; 1994, whichever is
[nitially sign the egreement:

The provisions of this subsection shall expire twe years afier the
necessary to implement this chapter:

B- Single-parent families in which the mother is in her third trimester of pregnancy, or where,
upon a physician’s written statement, participation would be deleterious to the health of the pregnant
woman or to her child after birth, or in which the parent has a child under the age of eighteen
months, shall be granted a waiver from the two-year time limit on Program participation and shall not
be required to participate in VIEW. The waiver period shall not extend beyond the third trimester of
pregnancy through the child’s eighteen month birthday. Waivers granted for reasons of medical
necessity as documented by a physician’s written statement shall not extend beyond the period of
medical necessity. Such recipients shall receive intensive case management throughout the waiver
period. If a recipient who has been granted a waiver gives birth to an additional child during the
waiver period or during subsequent Program participation, there shail be no additional waiver.

§ 63.1-133.49. (Delayed effective date) Virginia Initiative for Employment Not Welfare (VIEW).

A. The Department shall establish and administer the Virginia Initiative for Employment Not
Welfare (VIEW), which is e community werle experienee program for participants whe have net
secured independent employment after the first year of participation in the Program: Participation by a
locality in MIEW shall be at the disoretion of and at the option of the lecal goveming bedy- 10 reduce
long-term dependence on welfare, to emphasize personal responsibility and to enhance opportunities
for personal initiative and self-sufficiency by promoting the value of work. The Department shall
endeavor to develop placements for VIEW participants that will enable participants to develop job
skills that are likely to result in independent employment and that take into consideration the
proficiency, experience, skills and prior training of a participani. The State Board shall promulgate
the necessary regulations and shall implement VIEW within 280 days of the enactment of this
chapter.

VIEW shall recognize clearly defined responsibilities and obligations on the part of public
assistance recipients and shall include a written agreement of personal responsibility requiring
parents to participate in work activities while receiving AFDC, earned-income disregards to reduce
disincentives to work, and a limit on AFDC financial assistance.

VIEW shall require all able-bodied recipients of AFDC who do not meet an exemption and who
are not employed within ninety days of receipt of AFDC benefits to participate in a work activity.

of the fed 1 z 5
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VIEW shall require eligible AFDC recipients to participate in unsubsidized, partially subsidized or
fully subsidized employment and enter into an agreement of personal responsibility. If recipients
cannot be placed in an bsidized or subsidized job, they shall be required to participate in a
six-month community work experience placement. Upon completion of the initial six-month work
requirement, participants may receive education and training in conjunction with c d work
experience to make them more employable.

B. To the maximum extent permitted by federal law, and nowwithstanding other provisions of
Virginia law, the Department and local departments may, through applicable procurement laws and
regulations, engage the services of public and private organizations to operate VIEW and to provide
services incident to such operation.

C. All VIEW participants shall be under the direction and supervision of a case manager.

D. The Department shall ensure that participants are assigned to one of the following employment
categories in priority order not less than ninety days after AFDC ehgxbrhty determination:

1. Unsubsidized private-sector employment;

2. Subsidized employment, as follows:

(a) The Department shall conduct a program in accordance with this section and any applicable
federal waivers that shall be known as the Full Employment Program (FEP). FEP replaces AFDC
and food stamp benefits with subsidized employment. Persons not able to find unsubsidized
employment who are otherwise eligible for both AFDC and.food stamp benefits shall participate in
FEP unless exempted by this chapter. FEP will assign participants to and subsidize wage-paying
private-sector jobs designed to increase the participants’ self-sufficiency and improve their
competirive position in the work force.

(b) The Department shall administer a wage fund, which shall be used exclusively to meet the
necessary expenditures of FEP. Funds to operate FEP, drawn from funds appropriated for
expenditure by or apportioned to Virginia for operation of the AFDC and food stamp programs, shall
be deposited in this pool. All payments by the Department to participating employers for FEP
participants shall be made from the pool.

(c) Participants in FEP shall be placed in full-time employment when appropriate and shall be
paid by the employer at an hourly rate not less than the federal or state minimum wage, whichever is
higher. For each participant hour worked, the Department shall reimburse the employer the amount
of the federal or state minimum wage and costs up to the available amount of the participant’s
combined value of AFDC and food stamps. At no point shall a participant’s spendable income
received from wages and tax credits be less than the value of AFDC and food stamps received prior
to the work placement.

(d) Every employer subject to the Virginia unemployment insurance tax shall be eligible for
assignment of FEP participants, but no employer shall be required to utilize such participants.
Employers may provide on-the-job training 1o the degree necessary for the participants to perform
their duties. Employers shall ensure that jobs made available to FEP participants are in conformity
with Section 3304 (a) (5) of the Federal Unemployment Tax Act, which requires that the job offered
cannot be available as a result of a strike or labor dispute, that the job cannot require the employee
1o join nor prohibit the employee from joining a labor organization, and that FEP participants cannot
be used to displace regular workers;

3. Part-time or temporary employment;

4. Community work experience as follows:

(a) The Department and local departments shall expand the community work experience program
authorized under the Job Opportunity and Basic Skills Training Program (JOBS) to include job
placement in community work experience programs which serve a useful public purpose as provided
in § 482 (f) of the Social Securiry Act.

(b} The Department and local departments shall work with other state, regional and local
agencies and governments in developing job placements. Placements shall be selected to provide
skills and serve a public function. Program participants shall not displace regular workers.

(c) The number of hours per week for participants shall be determined by combining the total
dollar amount of AFDC and food stamps and dividing by the minimum wage with a maximum of a
work week of thirty-two-hours, of which up to eight hours of employment-related education and

-1
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training may substitute for work experience employment

E. Participants may be re-evaluated after a period determined by the local department and
re-assigned to ther work comp t. In addition, the number of hours worked may be reduced by
the local department so that a participant may complete additional training and/or education to
further his employability.

) F. Local departments shall be authorized to sanction participants up to the full amount of the
AFDC grant and food stamps allotment for noncompliance.

The Department shall endeaver to develop placements for VIEW participants that will enable
participants to develep jeb skills that are likely to result in independent employment and that take inte
consideration the profisiency; experience; skills and prior training of a participant: The State Beard
shall provide guidelines regarding the development of VIEW jobs se that such jebs will best benefit
the participant and the community; serve a useful purpese end net result in the displacement of
mMWWWM&MWWWE&
shall promulgate regulations providing that a VIEW pertioipant shall work a minimum of twenty
hours and & mmaximum of forty hours per week in the VIEW pregram: Eech participant shall be
allowed to work sufficient hours in VIEW to earn VIEW wages at least equal to the combined value
of the AFDC finanocial assistance and food stamp allotment to which he weuld otherwise be entitled:
pmpent—sabﬂﬁyeeﬁadmdependen&empleymem— iei in VIEW may engage in
WWWEW&M&%&;MMW

B- The following provisions shall be applicable to MIEW.:

1~ Program pasticipants shall be eligible to participate in VIEW ninety deys after beginning the
Program: A Program panicipant whe has not secured independen: employment and whe is net
participating in VIEW 6t the end of his first year of pasticipation in the Pregram shall be provided
with the eppertunity to partieipate in VIEW-

&mmém@mmmuuwmmmsmmm
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3. VIEW wages shall be paid by the Commenwealth through the Department of Seeiel Services:
memwmmwmmeWMMa
weel of shall equal the federal minimum wage; whichever is greater:

4. VIEW inceme shall not be considered earned inceme with respect to § 6311334

5: VIEW partieipents shall be under the direction and supervision of the case manager:

emmmuhmwwmmmmmmwﬁmm
by boeth pasties; ualess a hardship exemption is granted:

7. G. VIEW paricipants shall not be assigned to projects which require that they travel
unreasonable distances from their homes or remain away from their homes overnight without their
consent.

8- Any injury to a VIEW participant by accident arising out of and in the course of VAEW

ployment ¢ ity work experience shall be covered by the participant’s existing Medicaid
coverage. If a MIEW.  community work experience participant is unable to work due to such an
accident, his status shall be reviewed to determine whether he is eligible for an exemption from the
limitation on AFDC financial assistance.

9. A MIBW. community work experience participant who becomes incapacitated for thirty days or
more shall be eligible for AFDC financial assistance for the duration of the incapacity, if otherwise
eligible. .

10 The State Board shall promulgate regulations providing for the accrual of paid sick leave or
other equivalent mechanism for VEEW community work experience participants.

§ 63.1-133.50. (Delayed effective date) Limit on the receipt of AFDC.

%egemmsmﬁmﬂm&f%mmmmwmﬁmkﬁe
m&mmmwemmmdmm&mmw

ployment of participati in VIEW is expected: The limit shall be based on a mutal
M#MW&GMW&%MNM&MW
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Unless otherwise exempt, participating families may receive AFDC financial assistance for a
maximum of twenty-four months only, subject to § 63.1-133.51. A participating family may receive
AFDC financial assistance, if otherwise eligible, after a subsequent period of twenty-four months
without (i) participation in VIEW, (ii) the receipt of AFDC financial assistance, or (iii) the receipt of
transitional assistance.

The local department of social services shall notify a participating family that its AFDC financial
assistance is scheduled to be terminated as provided in this section. Notice shall be given sixty days
prior to such termination and shall inform the participating family of the exception regulations
promulgated by the State Board and the procedure to be followed by the participating family if it
believes that it is entitled to an extension of benefits.

The receipt of AEDGC financial assistance ey alse be extended for & seeond year if the participant
is enrolled full time in; end making setisfoctory progress toward; completien of a jeb training oF
education program which eeuld net bly be completed during the first year of pariicipation in
the Program:

mmwefwasmmmemﬂmmmmm

: is scheduled to be terminated sixty days prior to suech termination and shell inferm the
pmapmef&eempmagﬂasmpmmﬂgmdby&osmmm&emmbe
followed by the participant if he believes that he is entitled to an extension of benefits:

A Program partieipant whose AFDC finaneial assistance is terminated pursuant to this section may
receive AFDC finaneial assistance afier a peried of twenty-four menths witheut (i) parteipation in
VEEW o (i) the reeeipt of ARDG finaneial assistanee; if such persen is othervise eligible-

§ 63.1-133.51. (Delayed effective date) Hardship exceptions.

The State Board of Social Services shall promulgate regulations providing exceptions to the
provisiens fime limitations of this chapter in cases of hardship. Sueh exeeptiens shall imelude; but
shall net be limited to; continued eligibility for AFDC finaneial assistanee er VIEW partieipation in
the follewing In promulgating regulations, the State Board shall address circumstances:

1. Where a local depertment has falled to provide a Pregram participant with intensive ease

Sement Of ¥ suppert serviees pursuant to § 63113346 er failed to fulfill its perten of
the ageemeal—

2Z- Where a Program participant has been actively seeking empioyment by engaging in job-seeking
activities required pursuant to § 60.2-612 and is unable to find suitable employment.

3. 2. Where factors relating to job availability are may be unfavorable; ineluding residing in an
area of high unemployment as determined by the Virginia Employment Commissien pursuant o

& 3. Where a the Program participant quits werk for goed cause of is laid off or dismissed from
weork; provided that sueh dismissal is net for misconduet conneeted with wesle loses his job as a
result of factors not related to his job performance.

4. Where extension of benefits for up to one year will enable a participant to complete
employment-related educarion or training.

The agreement shall contain the cbjeetive criteria which will be used to determine if there sheuld
be an extension of VIEW pasticipation er eligibility for AFDC financial assistance:

§ 63.1-133.52. (Delayed effective date) Provision of services.

Local departments may coalesce community resources to assist the families of persons who may
be in need because of the limitations on AFDC financial assistance impesed by this chapter and may
arrange for appropriate care of dependent children for Pregram families where the limitation on
AFDC financial assistance as a result of the birth of an additional child or the ere two-year limit on
AFDC financial assistance is executed. Services may be provided that include, but are not limited to,
help for families in obtaining domnated food and clothing, continuation of food stamps for adults and
children who are otherwise eligible, child day care, and Medicaid coverage for adults and children
who are otherwise eligible for Medicaid.
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§ 63.1-133.53. (Delayed effective date) Notice and appeal.

A= A participant aggrieved by the decision of a local board granting, denymg, changing or
discontinuing assistance may appeal &) any dispute in conmeection with the formation ef
implementation of the agreement of mutual respensibility; (i) any faillure or refusal to gramt o
hardship exception of exiension of benefis er @i} any eother alleged noncempliance with the

154 of this chapter threugh the ANDC fair hearing and review preeess such decision pursuant
to §63.1-116 . In accordance with federal regulations, if a hearing request is received prior to the
effective date of any proposed change in benefit status, a participant appealing such change shall have
the right to continued direct payment of AFDC beneﬁts pendmg fmal admlmstranve action on such

MM&%WHMWW“MW

B: The Gemsnissiones shall pmdeaeeeeteemhpemeipmefsueh&ppedaadduepweess
aghts and the precedures to be followed in exereising such rghts:

§ 63.1-133.54. (Delayed effective date) Evaluation and reporting.

A. In administering the Program, the Commissioner shall develop and use evaluation methods that
measure achievement of the goals of the Program as specified in § 63.1-133.41.

B. Beginning December 1, 1994 1996, and annually thereafter, the Commissioner shall file a
report with the Governor and General Assembly .whiek shall foeus on the developmest;

implem ion and effeett ef&hesomeesfeqmd&ssuppent-hehegmn—
The report shall inelude:
+mmmwmmmmmmmm

geverninent agencies ik the implementation of the Program:
;Amﬁmmmmwmgm
departrent of sestal serviees of contract ageney staff traiming:
3. A description of the development; implementation; and subsequent evaluation of the case
management systerh and individualized agreemment of mutual respomsibility compenents of the
Rrogram:

4- An evaluation of the Program by participating families:

5- A description of the capasity of the human serviees delivery system; beth within and without
state and local gevernment: the Virginia Employment Cemunission and the Departrent of Economie
W&mmmmmwmmwmm

6 A decumentation of parieipant outoomnes; ineluding speeific information relating to the number
of persons employed; by oceupation; industry and wage; the types of jobs secured by participants; any
available information about the impact of the Rrogram on children; including objective indicaters of
ynproved cenditiens: and the number of participating families invelved in training and education
programs; by type of program- The December 1; 1994; repert and each subsequent annual reper shall
differentiate pardeipant ouicomes according to membership in the conirol group and the Program
partioipant

group:
7 The progress meade in implementing the provisions of this chapter; ineluding en analysis of the
effect of the Rrogram on state and federal revenues and expenditures:

8- A summary of all interim and finel reperts submitted by independent evaluaters to the
Department of Social Services; the Commissiener of Secial Services orf the Secretary of Health and
Human Reseurces or Commerce and Trade- regarding the achievement of such goals.

C: 1n eddition to the annual report filed December 1; 1096; the Department shall prepare and
submit by December 1; 1996; The annual report shall include a full assessment of the Program te
the Governor and General Assembly with, including effectiveness and funding status, statewide and
for each locality, a comparison of the resuits of the previous annual reports and the impact of the
Program. The Department shall make o recommendation to the Governer and General Assembly abeut
whether to expand the Program throughout the Cemmenwealth: The Department shall publish the
outcome criteria to be included in the annual report by September 1, 1995.

§ 63.1-133.55. (Delayed effective date) Statewide Program implementation.

The Dcpam'nent shall establish guidelines for the seleetion of 3;000 pasticipants for the first year
of implementation; 3,000 additional participants in the seeend year; beginning July 1; 1905; and 3,000
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additional participants in the third year; beginning July 1; 1996 statewide implementation of the
Program and the Program shall be implemented statewide wnhm four years of the effective date of
this act. Participants shall be residents of areas with demographics and eecenomies reflective of
Virginia's rusal; suburban and urben peverty areas: The first participents in the Program shall be
drawn from current AFDGC reeipients who have completed the JOBS Program- Pregram site selection
shall conform with federal requiremients for waiver approval: The Department shall conduct a
comparison study by selecting and matehing a sufficient number of individuals for a control group to
provide statistically sigmificant comparisens between the centrol group and the imitial 6,000
participants i the Program:
mmmwamxmmmwdmmmm
shall continue to implement the mmemmm&omamw
provided that
L%egemmémmwby&empmmmm

2- Funds adequate to provide intensive case management services; training and educational services
admmyefﬁmm}ywpmmmmmmw#w

have been

§ 63.1-251. Payment of public ass1stance for child or caretaket constitutes debt to Department by
responsible persons; limitations; Department subrogated to rights.

Any payment of public assistance moncy made to or for the benefit of any dependent child or
children or their caretaker creates a debt due and owing to the Department by the person or persons
who are responsible for support of such children or caretaker in an amount equal to the amount of
public assistance money so paid. However, if a caretaker receives AFDC payments for some of the
caretaker's dependent children but not for other children pursuant to § 63.1-105.7, the caretaker shall
receive the total amount of support collected for the children for whom no AFDC benefits are
received. Such support payments shall not create a debt due and owing 1o the Department and the
value of such payments shall not be counted as income for purposes of AFDC eligibility and grant
determination. Where there has been a court order for support, final decree of divorce ordering
support, or administrative order under the provisions of this chapter for support, the debt shall be
limited to the amount of such order or decree. The Commissioner, pursuant to § 63.1-264, shall
establish the debt in an amount determined to be consistent with a responsible person’s ability to pay.
The Department shall have the right to petition the appropriate court for modification of a court order
on the same grounds as either party to such cause.

The Department shall be subrogated to the right of such child or children or caretaker to prosecute
or maintain any support action or execute any administrative remedy existing under the laws of the
Commonwealth of Virginia to obtain reimbursement of moneys thus expended and may collect on
behalf of any such child, children or caretaker any amount contained in any court order of support or
any administrative order of support regardless of whether or not the amount of such orders exceeds
the amount of public assistance paid. Any support paid in excess of the total amount of public
assistance paid shall be returned to the caretaker by the Department. If a court order for support or
final decree of divorce ordering support enters judgment for an amount of support to be paid by such
responsible person, the Department shall be subrogated to the debt created by such order, and said
money judgment shall be deemed to be in favor of the Department. In any judicial proceeding
brought by an attomey on behalf of the Department pursuant to this section to enforce a support
obligation in which the Department prevails, attorney’s fees shall be assessed pursuant to
§ 63.1-274.10.

The Department shall have the authority to pursue establishment and enforcement actions against
the person responsible for support after the closure of the public assistance case unless the caretaker
notifies the Department in writing that child support enforcement services are no longer desired.

Debt created by an administrative support order under this section shall not be incurred by nor at
any time be collected from a responsible person who is the recipient of public assistance moneys for
the benefit of minor dependent children for the period such person or persons are in such status.
Recipients of federal supplemental security income shall not be subject to the establishment of an



82

administrative support order while they receive benefits from that source

2. That the Governor shall forthwith apply for the appropriate federal waivers and approvals necessary
to implement the provisions of this act statewide and for any other waivers of federal law or
regulation to further the goals of economic self-sufficiency. ]

3. That the provisions of this act and the provisions of Chapter 6.5 (§ 63.1-133.41 et seq.) of Title
63.1 shall be implemented notwithstanding the provisions of §63.1-25.01 and the human research
regulations promulgated thereunder. ‘ N

4. That the State Board of Social Services shall promuigate regulations to implement the provisions of
this act within 280 days of the enactment of this act. )

5. That the provisions or portions of this act requiring federal waivers shall become effective upon the
receipt of such waivers or approvals, or on July 1, 1995, whichever is later.

T GOVERNOR OF THE STATE OF FLORIDA

W N R N U P S

May 8, 1995

The Honorable Nancy Landon Kassebaum
302 Russell Senate Office Building
Washington, DC 20510

Dear Nancy:

As you review various thoughts and ideas in regard to welfare reform, I would like to
take this opportunity to share with you my proposal. .

It appears the Senate is preparing to press ahead on this issue and the apparent repeal of
the national safety net for children as it considers a block grant approach. If the Senate
maintains the position in H.R. 4 - The Personal Responsibility Act - of dismantling the
entitlernent system of funding benefits, I believe it is imperative to look to methods of
allocating funding based on children in poverty.

Rather than continuing an obsolete and unfair allocation method based on matching
rates that is no longer applicable, I strongly endorse applying shrinking federal funds to
current need - a three year rolling average based on children in poverty. This will not
increase overall funding, but will guarantee funding for those this program was meant to
serve.

It is simple and it is fair.

I hope you will join me in this effort, and support this common sense approach. If you
have any questions regarding this matter, please have a member of your staff contact
Karen Hogan at (202) 624-5885.

Thank you for your kind attention to this important matter. With warmest regards, I am

Sincegely,

Lawton Chiles
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H.R. 4 - PERSONAL RESPONSIBILITY ACT
BLOCK GRANT ALLOCATION
KEY POINTS

* The Personal Responsibility Act (HR4) establishes block grants
that replace :current federal funding for a number of welfare
related programs. The new block grants include:

* The Temporary Assistance for Needy Families Block Grant
(Title I) that replaces AFDC and related programs.

* The Child Protection Block Grant (Title 1II) which
replaces funding for many child welfare programs, and

® The Child Care Block Grant (Title III) that modifies the
current Child Care and Development Block Grant program
and includes funding that replaces current child care
funding related to the JOBS and AFDC programs.

* Funding for these block grants is allocated among the states
based primarily on state expenditures for federal fiscal year 1994.
This allocation method severely penalizes states which have
traditionally had relatively low welfare expenditures.

w: e For example, in FFY 1994, Florida had approximately 6% of the
poor children in the U.S. but only spent about 3.4% of the nation's
AFDC related expenditures.

o Since the block grants are allocated based on expenditures,
poor children in Florida receive less in federal funds per child
than the national average. Under Title I of HR4, the federal funds
per Florida child in poverty is $617, while the national average is
$1,071 per poor child. In contrast, Massachusetts receives $2,013
per poor child and California receives $1,573 per child in poverty.

* When AFDC funds required a state match, there was some logic
to having differing federal funding levels among states. However,
with block grants, this justification no longer exists.

* The allocation method in HR4 has the effect of continuing an
obsolete and unfair allocation method for the next five years.

*, It is our recommendation that if Congress repeals the national
safety net for children and dismantles the entitlement system of
funding, methods of allocating funding should be based on children
in poverty. A three year rolling average based on children in
poverty would guarantee shrinking federal funds would be targetted
to those this program was meant to serve.

L It is simple and fair.
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TABLE 8

Preliminary Analysis L
Spending Per Poor Child, by Title
Under H.R. 4, Fiscal Year 1996

(Millions of Dollars)

State Title I Title I1 Title III
AFDC Child Protection Child Care

Block Grant Block Grant Block Grant
Alabama $328 383 3148
Alaska $3,049 $433 $246
Arizona $934 $218 3159
Arkansas $364 $199 $99
California $1,573 $392 $87
Colorado $846 $342 $168
Connecticut $1,566 $354 $159
Delaware $1,111 $307 $289
Dist of Col $2,042 $461 $117
Florida : $617 $148 %102
Georgia $840 $122 $187
Guam NA NA NA
Hawaii $2,083 $328 $150
Idaho $517 $126 $135
Hlinois $788 $343 $112
Indiana $735 $268 $154
Iowa $1,297 $364 $179
Kansas $903 $310 $192
Kentucky $693 $238 $143
Louisiana $376 $147 $92
Maine $1,173 . $344 $106
Maryland $1,276 '$485 $228
Massachusetts $2,013 $542 $248
Michigan $1,413 $356 $92
Minnesota $1,253 $306 $186
Mississippi $302 $52 $85
Missouri 3756 $246 $154
Montana 3939 $258 3149
Nebraska $758 3293 $255
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TARLE 8

Preliminary Analysis
Spending Per Poor Child, by Title
Under H.R. 4, Fiscal Year 1996

(Millions of Dollars)

State Title I Title IT Title III
AFDC Child Protection Child Care

Block Grant Block Grant Block Grant

Nevada $661 $133 $119
New Hampshire $1,275 $451 $241
New Jersey $1,273 $189 $125
New Mexico $913 $130 $147
New York $1,879 $830 $111
North Carolina $827 $133 $278
North Dakota $919 $461 $198
Ohio $1,258 $347 $174
Oklahoma $691 $108 $182
Oregon $1,289 $278 $234
Pennsylvania $1,290 $519 $164
Puerto Rico NA NA NA
Rhode Island $2,166 ) $445 $222
South Carolina $364 i $89 $103
South Dakota $639 $213 $158
Tennessee $607 $119 - $191
Texas $352 $122 $121
Utah $827 $174 $254
Vermont $2,067 $628 $277
Virgin Islands NA NA NA
Virginia $758 $158 S$184
Washington $2,136 $216 $303
West Virginia $819 $89 $119
Wisconsin $1,469 ~ $353 $164
Wyoming . $1,138 $165 $252
National Average $1,071 $310 $147

= Estimates are baded on state allocations as determined by HHS/ASPE
staff, using obligations data for AFDC benefits and administration, JOBS,
and Emergency Assistance. Estimates of child poverty population

were supplied by the U.S. Bureau of the Census, and use three year
averaged CPS data (1991 - 1993) benchmarked to the 1990 Census.
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PREPARED STATEMENT OF HON. CAROL MOSELEY-BRAUN

As the Finance Committee’s hearings on welfare reform come to a close I would
like to thank the Chairman for putting together an informative and worthwhile se-
ries of hearings. We must now take what we have learned and develop a welfare
reform package that seeks to solve the problems inherent in our welfare system.

These hearings have highlighted what we all know to be true—our welfare system
does not work and change, substantial change, is necessary—on this we can all
agree. Where there is disagreement, but hopefully opportunity to build some consen-
sus, is how to devise and implement a system that works.

The House has chosen to turn the problem over to the States by ending the enti-
tlement status of AFDC and other programs that provide assistance to low income
families and replacing them with block grants to the States. I believe the House ac-
tion, was taken hastily and fails in many respects to identify and propose solutions
to the underlying problems of our Nation’s weFfare system.

Welfare is a response to poverty, and poverty is what this Nation must continue
to strive to fix. In 1993, 39.9 million Americans were poor. 22% of all children live
in poverty and more than half of all female-headed households (53%) were poor. Fe-
male-headed households account for 23% of all families. One cannot dismantle wel-
fare without proposing measures to dismantle poverty. This can only be done, how-
ever, if we recognize that poverty is essentially an economic issue, and that creating
new economic opportunities is a critical part of any sensible welfare reform.

Being poor is not a sin, and blaming and punishing the poor for the social ills
of this country is a misguided approach. Obviously, our current welfare system has
not done the job. Over 5 million families receive AFDC. While most leave welfare
within two years, many cycle back on and off, and a small number are chronic wel-
fare recipients. Recipients want to work and I believe work is a policy and moral
necessity. Unfortunately, the current program is fraught with disincentives: dis-
incentives to work, disincentives to marry, and a system that forces States to spend
too much time on administrative and process issues. The incentives are in the
wrong places and work is not a requirement for the receipt of the benefit.

Today we will hear from several members about what they believe are the best
ways to reform the system. I look forward to hearing their testimony. Next week
I will join many of my colleagues here today by introducing proposals for welfare
reform. 1 developed my proposals in conjunction with an advisory panel composed
of Illinois academicians, advocacy organizations, State officials and recipients.

If the Senate is going to make headway on a bipartisan package everyone in this
body must acknowledge the facts and not give in to the rhetoric. The current welfare
debate is being framed by misperceptions and prejudices. I must also take a moment
to caution against theories such as those promoted in the bell curve. I believe that
we in this body must move away from arguments that are racially inflammatory.
Theories linking poverty, class, and genetics have been around a long time and sci-
entific data has proved time and time again that there is not any one factor that
is responsible. These arguments are also irrelevant to this debate. The real prob-
lems that cause bloated welfare rolls: growing poverty, the lack of jobs in poor com-
munities, and the lack of health care and child care should be the issues at the fore-
front of the welfare debate.

In order to make a dent in the welfare problem, which is really an economic one,
we must first create jobs. Even though unemployment rates are declining nationally,
in our Nation’s poor communities the unemployment numbers are staggering. In
Chicago, for example, 80% of black youth between the ages of 16 and 19 are unem-
ployed and 55% of the 20-24 year olds are out of work.

I believe we must build a public-private partnership to create more private sector
jobs in poor communities. In addition, more effective methods that tailor job oppor-
tunities to community needs are necessary. In urban areas like Chicago, many jobs
have moved out of tl?x’e inner city, and creative solutions are necessary to get jobs
into the community and residents to where the jobs are. In rural areas, where there
may be a dearth of jobs, it is important to match recipient skills with available job
opportunities.

n addition to creating jobs we must invest in families. Our current program has
focused on providing subsistence to needy families. We must move from this philoso-
phy to one of investment in families. We can start with eliminating marriage dis-
incentives, making work pay, and encouraging the working poor to take full advan-
tagg of the tax programs available to them—like EITC and the dependent care tax
credit.

We must also do more to help those who get off of welfare stay off. Nearly 50%
of those who receive welfare return to the rolls. The principal reasons most women
leave their jobs and return to welfare is the lack of ﬁealth insurance and the lack
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of affordable child care. It is far cheaper to provide transitional services than provid-
ing welfare checks.

My legislation focuses on these essential components and I believe that any legis-
lation adopted by this body would be remiss if it did not address the issues of eco-
nomic opportunity, family investment and transitional support.

Page |

Charles Murray’s Testimony before the Senate Finance Committee
27 April 1995

A few months ago, T published & long article detailing what I think ougiit to be done about
the welfare system (“What to do about welfare,” Cammaﬁlary. Dec. 1994). I attach it for anyone
who might be imerested. As the real, live welfare reform bill nears its vote, I have five poimts that
1 want to make about the debate as it stands.

1. The problem facing America’s low-income commynities is not that too many women in
those communitles are on welfare, but that too many chflglrm in those communities are being born
t0 single women and absent fathers. Reducing illegitimacy is not ons of many desirable things to
do. It is the prerequisite for rebuilding civic life in low-income black America, and for preventing
a slide into social chaos in low-income white America.

The debate this spring has kept veering back to an idealized view of “the welfare
problem” as one of mothers who are striving hard under difficult circumstances and of children
whaose primary problem is poverty. Are such women and children an aspect of the problem? of
course. But the dominant reality that should be shaping the welfare debate is that the nation’s
low-income communities, black and white alike, are increasingly peopled by the grown-up
children of unmarried younyg women and men who were utterly mequippe&mbcpmns.Aswe
move into the second, third, and fourth gencrations of unmarried parenthood, the rest of the
petworks that once stepped in have also disappeared, for, without marrisge in ons gmﬁon.
aurms and uncles and grandparents become scarce in the next. As familics have broken down, 50
have the neighborhood institutions for which femilies are the building blocks.
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What social workers, pediatricians, and police se¢ 1oday among the children in low-
income communities is seldom the age-old ravages of simple poverty. Today's children are too
often going malnourished, malnurtured, neglected, and unsocialized not because their parents have
no access to material resources, but because the mother is incompetent and the father is missing
altogether. Whether the mother’s incompetence derives from youth, drug addiction, low ability,
an unjust social system, ar defective character makes little difference to the child. Even that the
mother loves the child makes Jittle difference if the love is unaccompanied by the steadfastness,
maturity, and understanding of a child’s needs that ransmute love into nurturing. And, finally,
the child who grows up without a father, in a neighborhood without fathers, is at risk in ways

that even the most loving and competent mother finds it hard to counter.

2. The debate about job training and placement for welfare mothers has raken on far more
importance in the welfare debare than it warrants. The debate about jobs is peripheral firstly
because puuing welfare mothers to work does nothing to reduce illegitimacy and the problems it
causes. Fatherless communities where more of the mothers work are still fatherless communities.
The only way that a job program is going to affect illegitimacy is if the work requirement is so
harsh and unattractive that it deters pregnancy in the first place. That approach is the armithesis
of programs that stress training and help in finding a job. Indeed, the more extensive the job
training and placcment assistance that is provided to welfare recipients, the more aftractive

welfare becomes.

Job training and placement programs are peripheral secondly because they don’t
accomplish much even when judged by their own goals. This is not a controversial statement.
There is no type of social imervention about which sociai scientists have mare and better data
than programs to move welfare mothers into work. Here is what we know: Panicipamﬁ ina well-
designed and implemented training and work program usually have higher mean earnings than
persons in the control groups. These differences usually amount to a few hundred of dollars per
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year, not thousands. The effects on long-term employment range from small to zero. The most
successful programs tend to be located in small citics and rural arcas rather than large cities.

No one who is familiar with the data claims any more than this, including the
Administration’s own leading welfare experts, David Ellwood and Mary Jo Banc. We would
nonetheless disagree about whether job training programs for welfare mothers are a worthwhile
use of tax dollars. Ellwood end Bane would say “yes” while I say “no.” But the reasons onc
might try to argue jobs programs are worthwhile have to do with traditional liberal advocacy for

single mothers, not with amkitions for solving the welfare problem.

Can we expect anything better fram Republican =alis for a hard, inflexible work
requirement? Some evidence indicates that a significant portiaf of the total caseload will drop out
of a welfare program altogether if a strictly enforced wo}k requirement is installed. But calls for
such work rcquirements must be considered in light of an immuzabic law of welfare reform:
carrots drive out sticks. Rhetoric is always tough, while the specific provisions of the bill are
always riddied with loopholes. Thus it has ever been, and so it will be with the welfare reform act
of 1995. There is no such thing as a truly tough work requirement that can survive the legislative
process at the federal level.

3. Megitimacy is going to be reduced only by a radical change in the current system, but
know one knows quite what that radical change should be. The states are our only way 10 find oul
Perhaps Governor Weld is on the right track in Massachuserts. His is not the program I would
have designed, but Massachusents is trying something authentically new, and the only way we
will find out how it works is by waiting to see the results. Already, we know how wrong the
experts can be. Who among the experts predicted that New Jersey’s cutoff of $64 of extra
support for a second child would have the substantial effects on second births to welfare
recipients that CBO Director June O'Neill's work has found? Certainly not me. Certzinly not
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any of the many social scientists who constantly assure you that welfare doesn’t encourage
births. New Jersey had to go ahead and try before we could know.

Moregen:mﬂy,thedcba:c‘abomth: degree to which welfare causes illegitimacy is never
going to be resoived by the social scientists. It will only be resolved by states that radically atter
the welfare system, including, I hope, some state somewhere that gets rid of the welfare system
altogether. That will only happen if this year’s bill, whatever its other provisions, gives states
the widest possible latitude to experiment. In this regard, the debate about block grants has gotten
sidetracked into a debata about whether states arc more efficient or wiser than the federal
government, which leads to my next point:

4. The indispensable feature that a successful act must contain is not block granss as such,
bui discretionary power for the states to make radical change. Block grants are simply a means to
that end. Personally, I am not a fan of block grants. I have no faith in welfare bureaucracies
anywhere, whether nm out of Washington or the state house. I don’t like the idea of states
spending money they are given, as opposed to money raised from taxes that they must justify to
their own citizens. I do not expect all fifty states to enact sparkling new welfare ideas. I do have
faith, however, that a few of the fifty states will do new things that produce real progress in
reducing illegitimacy, and that those successes will prompt rapid imitation throughout the

country.

S. The choice before the Senate is not whether ta be tough on the parents or compassionate
toward their children. Massive suffering among children is already with us, despite a labyrinth of
laws and programs that are supposed to prevent it. You can double welfare spending, double
spending on Head Start, double spending on WIC and Food Stamps and Medicaid, and that
suffering will continue~—or increase. If you doubt that, go loak up the year when we spent haif as
much on each of those line items as we do today, and compare the plight of children then with
the plight of children now. Nor are you engaged in finding some solutions that will causs only
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good and no harm. Every meaningful reform, including the ones I favor, will cause some children
to suffer. So will a contimiation of the status quo. You are engaged in a necessarily brutal
calcuiation, trying to estimate what strategy will result in the least net suffering. I sympathize
with those who find this to be a painful process. No thinking person can find it otherwise. Let
me also say frankly that I feel contempt for those who want to pretend that this hard choice is
avoidable, who piously urge that we not punish the uh:ldren for the mistakes of their parents.
Millions of children alive today are being punished for the mistakes of their parents, beyond
Congress’s power to do much abaout it.

Promoting the murturing of children and diminishing their suffering must ultimately
depend on a wise answer to this question: How can government policy in a free soclety make it as
likely us possible thas children will be born to two mature adults committed to their care? A
Senate debate over welfare legistation that avoids that question, ot pretends that it is not central,
has failed.
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What To Do About Welfare

Charles Murray

IN THE 1992 campaign, Bill Clinton’s

television ad promising to “end wel-
fare as we know it” was one of his best voteget-
ters, so effective that it was the first choice for a
heavy media buy in closely contested states at the
end of the campaign. This should come as no
surprise. No American social program has been
so unpopular, so consistently, so long, as welfare.
But why? What is wrong with welfare that evokes
such a widespread urge to “do something about
i

One obvious candidate is size and cost. Bill
Clinton campaigned during a surging increase in
the welfare rolls. By the end of his first year in
office, more than fourteen million people would
be enrolled in Aid to Families with Dependent
Children (AFDC), representing more than 7 per-
cent of American families and two million more
recipients than had been on the rolis in 1989.

With so many working-aged people being sup-
ported by government, the amounts of money
involved have mounted accordingly. But, as with
so many other questions involving welfare, there
is no uncontroversial answer as to exactly how
much, because few can agree about where the
definition of “welfare” begins and ends.

In 1990, before the most recent increase in the
rolls had gotten well under way, figures cited by
various parties in the welfare debate ranged from
$21 billion to $210 billion. The lower figure, used
by those who claim that weifare is really a pid-
dling part of the budget, represents just AFDC.
But no serious student of the issue denies that
Medicaid, food stamps, and public housing are
also part of welfare. That brings the iotal to $129
billion. But this number covers only part of the
array of programs for low-income families. The
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upper-end figure of §210 billion is the bottom
line for the Congressional Research Service's re-
port of state and federal expenditures on “cash
and noncash benefits for persons with limited
income” in 1990. Of that, $152 billion came from
the federal government.

Two hundred and ten billion dollars works out
to $6,270 for every man, woman, and child under
the poverty line in 1990, only a few hundred dol-
lars less than the official poverty threshold
(86,652 for a single unrelated individual in 1990).
Statements such as “We could eliminate poverty
tomorrow if we just gave the money we're already
spending directly to poor people” may be over-
simplified, but they are not so far off the mark
either.

One approach to the topic of “what to do
about welfare” could thus reasonably involve ways
to reduce expenditures. Yet, though complaints
about wasting money on welfare loafers are com-
monly heard, and though the country truly does
spend a lot of money on welfare, it is not obvious
that money is really the problem. Suppose that
for $210 billion we were buying peaceful neigh-
borhoods and happy, healthy children in our low-
income neighborhoods. Who would say that the
nation could not afford it? Money may well be-
come a decisive issue as the dependent popula-
tion continues to grow, but it has not yet.

Instead, I will proceed from the assumption
that the main source of the nationwide desire to
do something about welfare is grounded in con-
cerns about what welfare is doing to the health of
the society. Judging from all that can be found in
the press, on talk shows, and in the technical lit-
erature, an unusually broad consensus embrac-
ing just about everyone except the hard-core Left
now accepts that something has gone drastically
wrong with the family, that the breakdown is
disproportionately found in poor neighborhoods,
and that the welfare system is deeply implicated.

Different people put different emphases on
just what has gone wrong. There are so many
choices. In many welfare families, no one has ever
held a regular job. This is bad for the taxpayer
who supports such families, bad for the women
who are trapped into poverty, and, most porten-
tously in the long run, bad for children who need
to be socialized to the world of work. In many



welfare families, the mother works, but only spo-
radically and surreptitiously in the illegal eco-
nomy. The weifare system becomes an instrument
for teaching her children all the wrong lessons
about how to get along in life.

In the vast majority of welfare homes, there is
no biological father in the house. In many, there
has never been a father. The male figure in the
home is instead likely to consist of a series of
bovfriends who do not act as fathers but as abu-

sive interlopers.
THESE circumstances are damaging to
children in so many ways that to list
them individually would be to trivialize them. On
this issue. the intellectual conventional wisdom
has changed remarkably in just the last few vears.
The visible turning point was Barbara Dafoe
Whitehead's 1993 Atlantic article, “Dan Quayle
Was Right.” but the groundwork had been laid in
the technical journals in preceding years, as more
and more scholars concluded that single parent-
hood was bad for children independently of pov-
ertv and other markers of socioeconomic disad-
vantage.

Staustically, measures of child well-being tend
to order families by their structure: conditions
are hest tor children in intact families. next best
tor children of divorce (it does not seem to help
if the custodial parent remarries), and worst for
children born out of wedlock (even if the woman
later marries another man). This ordering applies
to a wide variety of outcomes, from emotional de-
velopment to school performance to delinquen-
cv to familv formation in the next generation.

But the evidence accumulated so far telis only
part ot the story. Families that have been on wel-
fare for long periods of time are overwhelmingly
concentrated in communities where many other
weltare families live. While it is unfortunate when
a child must grow up in a family without a father,
it 15 a disaster when a generation of children—
especially male children-—grows up in a neigh-
borhood without fathers. The proof of this is be-
fore our eves in the black inner city, where the
voung men reaching twenty in 1994 came of age
in neighborhoods in which about half the chil-
dren were born out of wedlock. Social science is
only beginning to calibrate the extent and nature
of the “neighborhood effects™ that compound the
problems associated with illegitimacy.

If these results were confined to the inner cit-
ies of our major cities, the effects on American
society would still be grim enough. A look at the
national mood about crime shows how a problem
that 1s sull localized (as the most severe crime
rates still are, impressions notwithstanding) can
nonetheless impinge on American life as a whole.
But there is no reason to think that the effects
will remain within the black inner city. The white
itlegitimacy ratio, which stood at 22 percent for
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all whites in 1991, is approaching the 50-percent
mark in a number of working-class American cit-
ies. There is no good reason to assume that white
communities with extremely high illegitimacy ra-
tios will escape the effects of an unsocialized new
generation.

These observations have led me to conclude
that illegitimacy is the central social problem of
our time, and that its spread threatens the under-
pinning of a free society. We cannot have a free
society, by this reasoning, unless the great major-
ity of young people come of age having internal-
ized norms of self-restraint, self-reliance, and
commitment to a civic order, and receive an up-
bringing that prepares them to transmit these
same values to their children. We cannot achieve
that kind of socialization without fathers playing
a father’s role in the great majority of homes
where children grow up.

For those who accept this pessimistic reason-
ing, extreme measures to change the welfare sys-
tem are justified; for those who still consider ille-
gitimacy to be one problem among many, more
incremental reforms seem called for. Put broadly,
four types of welfare reform are being consid-
ered in various combinations: workfare; the sub-
stitution of work for welfare; penalties for fathers;
and the complete abolition of welfare.

ORKFARE refers to a variety of re-
forms that would make welfare
beneficiaries show up at some sort of job, usually
a public-service one, or lose their benefits. Softer
versions of workfare call upon welfare recipients
to attend job-training programs or risk losing
their benefits. Offshoots include such things as
“learnfare,” in which mothers lose part or all of
their benefits if their children drop out of school.
The rationale for workfare that resonates with
the voters is, roughly, “make them do something
for the money we're giving them.” Many also
hope that the prospect of having to work for ben-
efits will either deter young women from having
babies in the first place or induce them to find
real jobs on their own and leave welfare.

An additional intellectual rationale has been
advanced by Lawrence Mead, a political scientist
at New York University, who argues that what
welfare recipients really lack is the ability to cope
with the routines of ordinary life. Surveys show
that they share the same aspirations as people in
mainstream society, Mead says, but their lives are
so chaotic and their discipline so ill-formed that
the government must provide the framework that
has been missing in their own lives.

Workfare is not an untried idea. Local attempts
to force women to work for welfare have been
made off and on in scattered jurisdictions for
decades. The 1988 welfare-reform bill put the
federal government’s imprimatur on such pro-
grams. The evaluation reports now add up to a
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fair-sized library, and they tell a consistent story.
Participants in training and work programs usu-
ally have higher mean earnings than persons in
the control groups. But these mean differences
amount to hundreds of dollars per year, not thou-
sands. The effects on long-term employment are
small. The most successful programs tend to be
located in small cities and rural areas rather than
large cities.

A few exceptions to these generalizations are
noteworthy. A program in Riverside, California,
showed dramatic early results, apparently because
of an energetic, decisive administrator who was
given extraordinary freedom to define work rules,
replace staff who did not perform, and enforce
sanctions against welfare recipients who did not
cooperate. If anyone can figure out how to dupli-
cate these conditions nationwide, workfare might
be able to produce much larger effects than
shown in the typical evaluation.

As far as I know, no one has ever documented
a deterrent effect for workfare. But evidence in-
dicates that many welfare recipients, sometimes a
significant portion of the total caseload, will drop
out of a welfare program if a strictly enforced
work requirement is installed.

I.\' 1986, the social critic Mickey Kaus

proposed an alternative to workfare
that would scrap the existing welfare system and
replace it with public-service jobs at the minimum
wage. The government would provide medical
care and child care for preschool children, but
otherwise the woman would be on her own. If she
showed up at one of the local job sites and
worked, she would get a paycheck at the end of
the week. If she chose not to work, that would be
her business.

Kaus's proposal, which he subsequently elabo-
rated in his book, The End of Equality,® has much
to recommend it. Workfare programs break down
because of built-in contradictions. Welfare bu-
reaucracies do not function well as employers.
They have no incentives to reduce their caseloads
and no incentives to make welfare recipients be-
have as real employees. Trying to enforce sanc-
tions against uncooperative cases tends to be-
come a long and tedious process. The Kaus sys-
tem asks only that the government recreate a
WPA-style agency for administering public-service
jobs—something that the government did suc-
cessfully in the 1930's.

Whether the government could do as much
again is open to question. The typical WPA male
worker in the 1930’s came to the program with a
set of motivations much different from those of
the typical AFDC mother in the 1990’s. Yet it
seems plausible to me that the Kaus system would
not only achieve substantial effects on work be-
havior among AFDC mothers but also have a sub-
stantial deterrent effect.

The program’s cost, which Kaus himself set at
$43 billion to $59 billion for national implemen-
tation, might not be as large as expected. Since
we know that large proportions of the caseload
have taken themselves off the rolls when a strict
work requirement was imposed, we could expect
a similarly large drop if the Kaus plan were imple-
mented. And while it is difficult to imagine the
federal government adopting a scrap-welfare-for-
work proposal with the pristine purity necessary °
to make it succeed, it is possible to imagine a
state doing so, if states were given the option of
folding all the money currently spent on AFDC,
food stamps, and public housing into a public-
service jobs program.

ENFORCEMENT of child support among

unmarried fathers is one of the
most popular reforms under consideration, not
least because it gives people a chance to say the
right things about the responsibilities of the male.
Like workfare, enforcement of child support is
an old idea. Toughly worded laws are already on
the books requiring child support, and the fed-
eral government is spending about $2 billion a
year on the Child Support Enforcement program
originated in 1975.

Despite these efforts, paternity is not estab-
lished for about two-thirds of illegitimate births.
The failure rate is so high partly because of poor
enforcement, but mainly because the law asks so
little of the unwed mother. The government has
leverage only when she wants to qualify for AFDC
benefits. For this, she is required merely to coop-
erate in identifying the father, a condition that
can be satisfied by giving the name of a man
whose whereabouts are unknown or even by her
earnest statement that she does not know who
the father is.

The proposed reform with the most teeth is to
withhold all AFDC benefits unless the father is
actually identified and located. Would such a
threat help control the behavior of males? Per-
haps—if the father had a job in the aboveground
economy, if the state had in place methods of
garnisheeing his wages, and if the state were able
summarily to jail fathers who failed to meet their
obligations.

Yet to list these conditions is to expose the rea-
sons not to expect much from reforms of child
support. Many unwed fathers have no visible
means of support, and an even higher propor-
tion will flee into that category, or disappear en-
tirely, if child-support enforcement is tightened.

Would such measures nonetheless “send the
right signals™ about the responsibilities of men
for their children? Many think so; I am a holdout.
The alternative “right signal” is to tell young
women from the outset—from childhood—that

® See the review by Michael Horowitz in the December
1992 COMMENTARY.—ED.
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they had better choose the father of their babies
verv carefully, because it is next to impossible for
anvone, including the state, to force a man to
take on the responsibilities of fatherhood.

Tms brings us to the fourth option,

scrapping weifare altogether, a pro-
posal with which | have been associated for some
vears. | am under no illusions that Congress is
about to pass such a plan nationally. But, as with
the Kaus plan, a state can do what the federal
government cannot. And it is conceivable that
Congress will pass reforms permitting the states
wide discretion in restructuring the way they
spend their welfare budgets.

The main reason for scrapping welfare is to
reduce the number of babies born to single
women. The secondary reason is to maximize the
chance that children born to single women are
raised by mature adults who are able and willing
to provide a loving, stable, nurturing environ-
ment—a result that will ensue because more chil-
dren will be given up for adoption at birth, and
because single mothers who choose to keep their
habies in i no-welfare society will be self-selected
and thus their number will be limited to those
who have the most resources for caring for chil-
dren.

I'hese gouls presume that ending welfare will
have a drastic effect on behavior. One must ask
whether there is good reason to believe that it
will.

One way of approaching the question is to ask
whether welfare causes illegitimacy in the first
place. | have written two reviews of this debate in
the past two vears—one long and technical, the
other shorter and nontechnical®*—and will not
trv to cover all of the ground here. These are the
highlights plus a few new points:

Academics have focused almost exclusively on
comparisons of illegitimacy based on the differ-
ences in welfare pavments across states. [t is now
yenerally if reluctantly acknowledged by these
scholars that the generosity of welfare benefits
has a relanonship to extramarital fertility among
whites. More recent work is showing that a rela-
tionship exists among blacks as well. The size of
the effect for whites seems to be in the region of
a 3-percent change in extramarital fertility for a
10-percent change in benefits, with some of the
estimates substantially larger than that.

This effect ts called small by those unhappy to
admit that welfare has any relationship at all to
extramarital ferulitv. [ treat the fact that any ef-
fect has been found as I would treat favorable
tesumony trom a hostile witness—the analyses
have generally consisted of regression equations
with a multitude of independent variables, mak-
ing 1t as hard as possible to show an independent
ettect tor AFDC.

A broader observation about these studies is
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that trying to analyze the relationship of welfare
to illegitimacy by examining cross-state variation
in AFDC benefits has a number of serious meth-
odological problems that are bound to limit the
magnitude of the effect that AFDC is permitted
to show. I have been pointing to such problems
in print for many years. So far as | know, none of
the analyses using cross-state benefits has even
acknowledged the existence of these technical
problems, much less tried to deal with them.

Last summer, 76 social scientists signed a state-
ment saying that the relationship of welfare to
illegitimacy was small. When I replied that the
very studies they had in mind were consistent with
something in the neighborhood of a 50-percent
drop in white illegitimacy if welfare were elimi-
nated, there were cries of outrage—but not be-
cause my statement was technically inaccurate. It
was a straightforward extrapolation of the 3-per-
cent (or more) change in white fertility per 10-
percent change in welfare benefits that has been
found in recent research.

I should add that I do not place much faith in
such linear extrapolations in this case. Indeed, I
argue from other evidence that the effects wouid
most likely steepen as the reductions in welfare
approached 100 percent. But this is speculative—
no one has any empirical way to estimate how the
curve might be shaped.

MEANWHILE, wwo characteristics of ille-

gitimate births imply a stronger re-
lationship to welfare than that indicated by the
cross-state analyses.

The first of these characteristics is that the ille-
gitimate birth rate has been increasing while the
legitimate birth rate has been decreasing. The
rate in this case refers to the production of babies
per unit of population, in contrast to the more
commonly used statistic, the illegitimacy ratio,
representing the proportion of live births that
are extramarital.

The logic goes like this: birth rates are driven
by broad historic forces that are so powerful and
so consistent that they have applied everywhere
in the West. Put simply, birth rates fall wherever
women have an option to do something besides
have babies. The options are brought about by
better medical care (so more babies survive to
adulthood), increased wealth and educational
opportunities, and the opening of careers to wo-
men. Improved technology for birth control and
access to abortion facilitate the effects of these
forces.

Thanks to all this, among both blacks and
whites in America, the number of legitimate ba-
bies per unit of population has been falling
steeply. But during this same period, concen-

® “Welfare and the Family: The American Experience,”
Journal of Labor Economics ( January 1998}, and “Does Wei-
fare Bring More Babies?,” Public Interest (Spring 1994).
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trated in the post-1960’s, the number of illegiti-
mate babies per unit of population has been ris-
ing. In other words, something is increasing the
production of one kind of baby (that born to
single women) at the same time that the produc-
tion of the other kind of baby (that born to mar-
ried women) is dropping.

The scholars who say that welfare cannot be an
important cause of the breakdown of marriage
and the encouragement of illegitimacy have yet
to offer an explanation of what this mysterious
something might be. The existence of a welfare
system that pays single women to have babies
meets the test of parsimony.

Perhaps, however, the “mysterious something”
is the lack of these new options for disadvantaged
women. But why specify single disadvantaged
women? That brings us to one of the most pro-
vocative features of illegitimacy, its relationship
to poverty-——not poverty after the baby is born,
but before. It is one of the stronger reasons for
believing that the welfare system is implicated in
the production of illegitimate babies.

Begin with young single women from affluent
families or women in high-paying jobs. For them,
the welfare system is obviously irrelevant. They
are restrained from having babies out of wedlock
bv moral considerations, by fear of the social pen-
alties (both of which still exist, though weakened,
in middle-class circles), bv a concern that the
child have a father around the house, and be-
cause having a baby would interfere with their
plans for the future.

In most of the poorest communities, having a
babv out of wedlock is no longer subject to social
stigma, nor do moral considerations still appear
to carry much weight. But the welfare system is
verv much part of the picture. For a poor young
woman, the welfare system is highly relevant to
her future if she has a child, easing the short-
term economic penalties that might ordinarily
restrain her childbearing. The poorer she is, the
more attractive the welfare package, and the
more likely that she will think herself enabled by
it to have a baby.

The implication of this logic is that illegitimate
births will be concentrated among poor young
women—and they are. This may be inferred from
the information about family income from the
Bureau of the Census data, showing that in 1992,
women with incomes of less than $20,000 con-
tributed 73 percent of all illegitimate babies,
while women with incomes above $75,000 con-
tributed just 2 percent.

But these data are imprecise, because income
mav have fallen after the baby was born (and the
woman had to quit work, for example). The logic
linking welfare to illegitimacy specifically refers
to women who are poor before the baby is born.
For data on this point, I turn to one of the best
available bases, the National Longitudinal Survey
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of Youth (NLSY),* and ask: of women of all races
who were below the poverty line in the year prior
to giving birth, how many of their children were
born out of wedlock? The answer is 56 percent.
Among women who were anywhere above the
poverty line, only 11 percent of babies were born
out of wedlock.

WHY should illegitimate births be so
much more likely to occur among
women who are already poor? The common ar-
gument that young women with few prospects
“want something to love” may be true, but it has
no answer to the obvious rejoinder, that single

‘poor young women in the years before the wel-

fare system began probably wanted something to
love as well, and yet the vast majority of them
nonetheless made sure they were married before
bearing a child. Other things being equal, poor
single young women face the most daunting pros-
pects if they have a baby without a man to help
take care of it, and that reality used to govern the
behavior of such young women. Of course the
sexual revolution has changed the behavior of
young women at all levels of society, but whv has
it produced babies predominantly in just one eco-
nomic class?

Once again, an answer based on a welfare svs-
tem that offers incentives only to poor women
meets the test of parsimony. Once again, the
scholarly literature has yet to offer an alternative
explanation, or even to acknowledge that an al-
ternative explanation is called for.

There is one additional characteristic of wo-
men who are at most risk of giving birth to chil-
dren out of wedlock: they generally have low in-
telligence. This point is new to the welfare de-
bate. Richard Herrnstein and I discuss it at length
in The Bell Curve, again using the National Long-
itudinal Survey of Youth, which administered a
high-quality cognitive test to its subjects when the
study began. The chances that a poor voung
woman's baby would be born out of wedlack were
68 percent if she had an 1Q of 85, but only 26
percent if she had an IQ of 115.

Lest it be thought that this result is conflated
with racial complications, it should be noted that
the relationship held among whites as powerfully
as among the population as a whole. Lest it be
thought that the result is conflated with the op-
portunity that smart women have to go to col-
lege, it should also be noted that the relationship
holds as powerfully among women who never got
beyond high school as it does for the population
as a whole. Lest it be thought that this is a reflec-
tion of socioeconomic background, the indepen-
dent importance of IQ is still great after holding

* The NLSY is a very large (originally 12,686 persons),
nationally representative sample of American youths who
were aged 14 to 22 in 1979, when the study began, and have
been followed ever since.



socioeconomic status constant. Conversely, the
independent importance of socioeconomic back-
ground after holding the effects of IQ constant is
severely attenuated.

Summarizing the overall picture: women in the
NLSY (in their mid-twenties to early thirties when
this observation applies) who remained childless
or had babies within marriage had a mean IQ of
102. Those who had an illegitimate baby but
never went on welfare had a mean IQ of 93. Those
who went on weifare but did not become chroni-
callv dependent on welfare had a mean IQ of 89.
Those who became chronic welfare recipients
had a mean IQ of 85.

Ow back to the first and most crucial
goal of welfare reform, that it dras-
ticallv reduce the number of children conceived
by unmarried women. In trying to develop meth-
ods for accomplishing this goal, we know from
the outset that both sex and the cuddliness of
babies are going to continue to exert their pow-
erful attractions. We know that decisions about
whether to have sex and whether to use birth
control are not usually made in moments of calm
reflecuon.

Therefore. anv reform must somehow gener-
ate a situanon in which a voung woman, despite
not bemg calm and reflective, and often despite
not being verv bright, is so scared at the prospect
of getting pregnant that she will not have inter-
course, or will take care not to get pregnant if she
does.

This means that the welfare reform will have
accomplished one of two things. Either the
change has been so big, so immediate, and so
punishing that even a young, poor, and not very
smart girl has been affected by it: or else the
change has directly motivated people around that
voung woman to take an active role in urging her
not to have the baby.

Bill Clinton’s program, based on the threat of
“two vears and out, if you've had a reasonable
chance at job training and a reasonable chance
to find a job." is not calculated to meet this crite-
rion. Two vears is an eternity to a young girl. The
neighborhood is filled with single women who
have been on welfare for ages and have not got-
ten thrown off. Is a sixteen-year-old going to be-
lieve that she will really be cut off welfare two
vears down the road, or will she believe the daily
evidence around her?

Other commonly urged recommendations—
sex education, counseling, and the like—are go-
ing to be just as futile. A major change in the
behavior of young women and the adults in their
lives will occur only when the prospect of having
a child out of wedlock is once again so immedi-
atelv. 1angibly punishing that it overrides every-
thing else—the importuning of the male, the de-
sire tor sex, the thoughtlessness of the moment,
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the anticipated cuddliness of the baby. Such a
change will take place only when young people
have had it drummed into their heads from their
earliest memories that having a baby without a
husband entails awful consequences. Subtle mor-
al reasoning is not the response that works. “My
father would kill me” is the kind of response that
works. .

From time immemorial, fathers and mothers
raised the vast majority of their daughters, bright
ones and dull ones, to understand these lessons.
Somehow, in the last halfcentury, they began to
lose their capacity to do so—curiously, just as so-
cial-welfare benefits for single women expanded.
I want to press the argument that the overriding
threat, short-term and tangible, which once sus-
tained low illegitimacy ratios was the economic
burden that the single woman presented to her
parents and to the community. I do not mean to
deny the many ways in which noneconomic social
stigma played a role or to minimize the impor-
tance of religious belief, but I would argue that
much of their force was underwritten by econom-
ics.

At this point, we reach a question that cannot
be answered by more social-science research but
only by experience: if welfare were to be abol-
ished in the late 20th century, would a revival of
the economic threat be enough to drive down
illegitimacy? Or do we need a contemporaneous
revival of the moral sanctions against illegitimacy
to make the economic penaities work? The good
news is that the two forces can be counted on to
work together, because of a built-in safety mecha-
nism of American democracy. Welfare will not be
abolished until the moral sanctions against ille-
gitimacy have also gained great strength. There
will not be enough votes until that mood is broad
and deep.

It is only because of the sea change in the con-
ventional wisdom about the deficiencies of single-
parent families that proposals to end welfare are
now being taken seriously. So far, that change has
been couched in utilitarian terms. The next step,
already well under way, is for language to change.
Now, the elites are willing to say, “Having a baby
if you are young and single is ill-advised.” It seems
to me that the truer way to put the issue is this:
bringing a new life into the world is one of the
most profoundly important moral acts of a per-
son’s life. To bring a child into the world know-
ing that you are not intellectually, emotionally, or
materially ready to care for that child is wrong.

When the elites are broadly willing to accept
that formulation, and not before, welfare will be
ended. And at that stage, we can also be confi-
dent that the financial penalties of single parent-
hood that ending welfare would reimpose are
going to be reinforced by moral suasion.

Different parts of the country will reach this
state of affairs sooner than others. In Utah, for
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example, with its low illegitimacy ratio plus the
moral force of the Church of Latter Day Saints
and that church’s elaborate system of social wel-
fare. one may be confident that if the entire fed-
eral welfare system disappeared tomorrow, the
result would be overwhelmingly positive, with
only the most minor new problems. But if the
same legislation were to apply to Harlem, where
more than 80 percent of children have been born
out of wedlock for a decade and nongovernmen-
1al social-welfare institutions are scattered and in
disarray, one may be equally confident that the
short-term result would be chaos on a massive
scale.

RAWING these strands together, here

D are the characteristics of legisla-

tion that might have a chance of passing in the
next several vears:

o The centerpiece of the legislation should be free-
dom for the states to experiment. Congress knows
hevond doubt that the welfare system it currently
mandates for the entire country is a failure. The
next thing for Congress to learn is that it does
not have a one-size-fits-all answer to amend that
failure. The solution is to permit the states to
adopt a wide variety of plans.

Thus. Congress should develop a simple for-

“mula whereby states can take the money that
would otherwise flow into them in the form of
AFDC pavments, food stamps, and housing ben-
etits (and as many other means-tested programs
as possible) and use it for other ways of dealing
with the needs of children currently supported
bv the welfare system.

One example of a simple formula is to base
the amount of the allocation on the budgets for
those programs in the last year before the federal
legislation is passed. States should also be permit-
ted to end those programs altogether and forgo
federal funds compietely, though it is doubtful
whether anv state would choose to go that route.

Initially, most states would probably opt for
modest reforms along the lines Congress is con-
templating—more workfare, more job training,
perhaps soft time limits. But a few brave states are
likelv to urv something more ambitious. Probably
one or two will adopt much more aggressive
workfare or time limits than the ones in the
Clinton plan. Perhaps a state somewhere will
choose 1o adopt a version of the Kaus plan, fund-
ing public-service jobs in lieu of welfare benefits.
Mv hope is that some state will also end welfare.
If a state should consider doing so, here are some
guidelines that | would recommend:

e Grandfather everyone now on the system, letting
them retain their existing package of benefits un-
der the existing rules. The reasons for grand-
fathering are both ethical and pragmatic. For

many women, welfare has turned out to be a
Faustian bargain in which the government plays
the role of the devil. Having made this bargain,
many of the women on welfare are so mired in
the habits of dependency and so bereft of job
skills that it is unethical for the government now
to demand that they pull themselves together.
Pragmatically, grandfathering is probabiy a pre-
requisite for getting any such plan through a state
legislature.

I should add tha: some grace period is also
necessary between the passage of the legislation
and the time it takes effect. Nine months and one
day is the symbolically correct period. Practically,
a year seems about right: long enough to allow
the word to spread, abrupt enough to preserve
the shock value that is an essential part of chang-
ing behavior.

o Limit the reform to unmarried women. This step
is primarily to facilitate building a political coali-
tion that can get the legislation passed, but it also
can be taken without jeopardizing the desired
result. Divorced and abandoned women are not
at the heart of the weifare problem. On the con-
trary, most of them treat welfare as it was origi-
nallv intended: as a temporary bridge. When you
read statistics such as “half of all women get off
welfare within two years,” it is divorced women
who have brought down the average.

It may be objected that to limit the reform to
unmarried women provides an incentive for preg-
nant girls to enter into a marriage of conveni-
ence. This may well be true, but it is a good re-
sult, not a bad one. Men who sign a marriage
certificate are much more easily held to account
for support of the child than men who do not.

Is not limiting the reform to unmarried women
discriminatory? Yes, that is one of the main points
of doing anything about welfare. I am not enthu-
siastic about using government policy positively
to reward marriage, but it is another thing to end
government policy that undermines marriage—
as welfare for single women undeniably does.

¢ “Ending welfare” should mean at a minimum
cutting off all payments which are contingent on
or augmented by having a baby. The core benefit
to be ended altogether is AFDC. Medicaid ben-
efits for the child should be left in place, because
the existence of Medicaid has gutted the alterna-
tive ways in which medical care could be made
reliably available to poor children (whereas there
remain many alternative ways of providing chil-
dren with food, shelter, and nurturing).

What about housing and food stamps? I doubt
if it is possible to end them altogether. If a woman
is poor enough to qualify for housing benefits
and food stamps without a child, it seems unlikely
that the courts would allow those benefits to be
cut off because a child has been born.
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Instead, a state that adopts the “end-welfare”
option shouid simply become neutral with regard
to births out of wedlock. In principle, the best
wav for the state to become neutral is the ap-
proach advocated by Milton Friedman: dismantle
the entire social-welfare structure with its multi-
plicity of benefits and bureaucracies, replace it
with a cash floor using the mechanism of the
negative-income tax, and make that cash floor
invariant regardless of the number of children.
But I cannot imagine Congress giving states the
option of converting all federal-subsidy programs
into a negative-income tax (though it is certainly
an intriguing idea). Some steps short of that need
to be worked out.

One attractive possibility is to return to the
original intention of the 1935 act that created
welfare. AFDC would continue to be available for
widows with voung children and for divorced or
abandoned women with voung children, with a
higher cash payment to compensate for the cuts
in housing and food benefits. Unemployment
benefits would also remain available for men and
women alike, with or without children. I favor
broadening and strengthening the unempioy-
ment-insurance system as part of this approach.

» Limt the nitial legislation to teenagers. It is
widely assumed that if welfare is ended, some
other mechanisms will be required to replace it.
Most of these options (I will describe some pres-
ently) involve extensive interventions in loco pa-
rentrs. Limiting the initial legislation to teenag-
ers has two merits. First, it is much better to let
the government act in loco parentis for minors
than for adults. Second, a political consensus al-
readv exists about single teenage girls having ba-
bies that has not vet consolidated about single
adult women having babies.

Ir A state ends welfare in the ways | have

just described, a large behavioral
impact mav be expected—somewhere in the re-
gion of a 50-percent reduction in illegitimate
births among whites (and probably among blacks
as well) if the cross-state analyses are taken seri-
ously.

Other effects are hard to predict. Some people
assume that large numbers of pregnant women
will move across the border to the next state, oth-
ers predict a surge in abortions. The type and
size of the effects will aiso depend on the nature
of a state’s caseload. The effects in a mostly rural
plains or mountain state are likelv to play out
much differently than the effects in states with
large cities. In any case, a substantial number of
single women will continue to get pregnant. What
happens to them and their children? These mea-
sures should be considered:

o Actively support adoption at birth. Todav, the
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welfare system and its satellite social-work agen-
cies typicallv discourage adoption. The pregnant
single woman who wants to give up her child for
adoption is more likely to be encouraged to keep
the baby than to be praised. This is perverse. In
America, the pool of mature, caring adoptive
parents is deep, not just for perfect white babies
but for children of all races and for children with
physical and mental handicaps, if——the proviso is
crucial—the child can be adopted at birth. Any
comparison of what is known about child abuse
and neglect, emotional development, or educa-
tional success suggests that the child of a never-
married teenager has a better chance in an adop-
tive home.

If welfare has been ended, many more preg-
nant women will be looking at adoption, and the
state can do much to help. Changes in laws can
encourage a larger pool of adoptive parents by
reinforcing the rights of the adoptive parents and
by strictly limiting the rights of the biological
parents. Adoption agencies can facilitate the
adoption of black children by ending restrictions
on transracial adoption.

® Offer group living for pregnant women. For a
pregnant young woman from a functioning fam-
ily and a functioning community, the best sup-
port network consists of friends and relatives.
One of the chief reasons for ending welfare is to
revitalize those networks. But one of the saddest
aspects of today’s burgeoning illegitimacy is that
many pregnant voung women have no friends
and relatives who are competent to provide ad-
vice and nurturing during the pregnancy, let
alone to help think through what will happen
after the baby is born. This will continue to be
true when welfare is ended.

States that end welfare should therefore look
carefully at the experience of the homes for preg-
nant single women that dotted the country ear-
lier in the century, most notably the Florence
Crittendon homes. In a modern version of such a
home, the young woman would receive the kind
of prenatal care and diet—meaning, among other
things, no drugs, alcohol, and tobacco—that
would help children of unwed mothers get off to
a better physiological start. Group homes of this
sort can also be excellent places to help young
women come to grips with their problems and
prepare for their futures.

Offer group living for teenage single mothers. An-
other intriguing suggestion is to extend the Flo-
rence Crittendon concept to the period after
birth. The mother who keeps her baby is no
longer given welfare services, but she is given the
option to live in a group home. She and her child
receive food and shelter; the mother receives
training in parenting and job skills: and the child
is in an environment where at lcast some of the
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adults understand the needs of infants and small
children.

* Maintain a clear bright line short of coercion.
Adoption services or group homes must be purely
optional; no young woman should be required to
use these services. This bears on a broader point.
Having a baby you are not prepared to care for is
wrong, but this does not mean that the state has
the right to prevent you from doing it—a nice
distinction between immoral acts and the state’s
power to regulate them that could easily be ig-
nored once the Left decides that illegitimacy is a
bad thing.

An idea gaining favor—requiring welfare re-
cipients to use Norplant—illustrates the danger.
From a legal standpoint, I find nothing objec-
tionable about the idea. Welfare is not a right but
largesse, and the state may legitimately place con-
ditions upon dispensing largesse. But once the
government requires any use of birth control, a
barrier has been broken that has frightening pos-
sibilities.

For the same reason, the government must be
passive regarding the encouragement of abor-
tion. If enough people think that low-income
women should have easier access to abortions, let
the subsidies come from the philanthropies that
private citizens choose to support. The process of
ending welfare must unambiguously represent a
withdrawal of the state from personal decisions,
not new intrusions.

e Enforce the existing laws on child neglect. One
of the most common questions about ending wel-
fare is, “What happens to the woman who keeps

her baby anyway?” The answer is that some
women will indeed choose to keep their babies.
As 1 have already suggested, the self-selection pro-
cess imposed by the end of welfare also means
that such women are likely to be those who have
the greatest commitment to their children. Thev
are likely to be the ones who have done the best
job of lining up support from relatives and friends.
or the ones who have well-paying jobs.

But the main point is that single women who
keep their babies will be in exactly the same situ-
ation as every other parent who takes a babyv
home from the hospital: that child is now the
parent’s responsibility. There is no need to keep

‘a special watch on how a single mother does:

rather, she falls under the same laws regarding
child neglect and abuse as everyone else, to be
enforced in the same way.

A{D that, finally, should be the overrid-
ing theme of what we do about
welfare: treating the human drama of “having a
child” as the deeply solemn, responsibility-laden
act that it is, and treating all parents the same in
their obligation to be good parents. The govern-
ment does not have the right to prescribe how
people shall live or to prevent women from hav-
ing babies. It should not have the right even to
encourage certain women to have babies through
the granting of favors. But for 60 years the gov-
ernment has been granting those favors, and
thereby intervening in a process that human com-
munities know how to regulate much better than
governments do. Welfare for single mothers has
been destructive beyond measure, and should
stop forthwith.
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H.R. 4, the welfare bill passed by the House on March 24, reflects frustration
about mandates from Washington that require states to spend money to solve social
problems that in the public’s perception have not been solved or sufficiently relieved
by existing programs.

The House welfare bill, along with companion legislation on Medicaid now being
considered, would put a lid on federal spending for poor children and their care
givers, and would also enable states to cut the money they spend on this population.

Capping these federal entitlements and eliminating the requirement that states
match federal spending for entitlements to poor families with children is strong
medicine.

Based on experience with welfare reform issues and block grants going back to
the seventies and Nixon’s New Federalism, the purpose of this testimony is to
present a system of ideas that hopefully can be of assistance to the Committee in
framing an alternative to H.R. 4.

The five main points advanced are:

1. There is no such thing as a pure block grant that gives complete freedom
to the states to use federal-aid funds as they choose.

2. A new system of block grants for welfare should combine streams of fed-
eral-aid funding to the states for major welfare purposes on a basis that gives
them increased policy making discretion and at the same time permits them to
merge programs administratively in order to deal on a holistic basis with the
problems of poor children and their care givers. Real life is not separated into
federal-aid categories.

3. The reform approach suggested here reflects a basic difference between two
types of federal grants-in-aid, those for entitlements to individuals and those for
services provided by the states. In doing so, it creates two new block grants,
one for family assistance and the second for activities administered by the
states to get welfare family heads into jobs and prevent child abuse and neglect.

4. The most important point in this testimony is that the tasks of preventing
unwanted pregnancies and saving welfare families are tremendously difficult
and cannot be accomplished by requirements and prohibitions in federal laws
as in the case of the strings included in the block grants created in H.R. 4. Ac-
complishing these tasks requires money for activities to reduce welfare depend-
ency, unwanted pregnancies, and child abuse and neglect.

5. While block grants for welfare have advantages in providing greater flexi-
bility to the states and giving them incentives to control costs, a major draw-
back is their inability to respond to emergency conditions, such as a national
recession or serious economic problems in particular regions of the country or
individual states. Provision should be made for dealing both with emergencies
and inflation quickly and automatically in a new system of welfare block grants.
The “Rainy Day” loan provision of H.R. 4 is a very small umbrella.

%k ok ok K

Three Types of Grants

There are three main types of federal grants—those to states and localities for op-
erating and capital purposes and those for entitlements to people that flow through
the states. The latter type of grants—entitlement grants—now dominate the federal
aid landscape, accounting for two-thirds of all federal aid to states and localities.

We have created block grants in the past for operating and capital purposes, but
have never blocked entitlement grants. Doing so represents a sea change for Amer-
ican intergovernmental relations. The essential question is whether the national
government should guarantee aid (money, food, health care) to the poor for so-called
“safety net” functions. Republicans in the past have said these safety net func-
tions—guaranteeing such aid—should be a national responsibility. President Reagan
repeated his position on this point many times, as for example when he said in his
1982 State of the Union Message: “We'll continue to re-direct our resources to our
two highest budget priorities—a strong national defense to keep America free and
at peace and a reliable safety net of social programs for those who have contributed
and those who are in need.”

Personally, I have misgivings about block-granting entitlement-type grants, but
my message is, “If you’re going to do it, do it right.” The main conceptual point in
this testimony is that there needs to be a separation in grant-blocking between enti-
tlement block grants and operating block grants.
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For many observers, the House welfare reform bill is viewed as a “block” grant.
It caps federal spending and removes the matching requirement for the states to
aid f)oor families. Without going into the history here (see attachment) or a tech-
nical discussion of block grants, let’s for the moment accept this designation as a
block grant, even though H.R. 4 is better described as capping entitlements for Aid
to Families with Dependent Children (AFDC), foster care, and child nutrition.

The framers of this legislation want to stop the growth of programs for poor fami-
lies. Their block grant also has strings—tough ones. It not only caps spending, it
prohibits the states from using federal funds to aid poor families under certain cir-
cumstances, specifically if children are born to a woman under age 18, if they are
born to a woman already on welfare, and if they are in a family in which the care
giver has been receiving AFDC for more than five years.

A Two-Block Approach

There is more to be said about this bill, but for now the points made are sufficient
to set the scene for advancing suggestions about an alternative to H.R. 4. Rather
than create five block grants as in H.R. 4, I propose a simpler framework that would
give the states greater freedom, and that would consist of two blocks. One block
grant would be for family assistance. It could combine the funding streams for
AFDC, the child nutrition programs, and Medicaid for poor (i.e., AFDC categorically-
eligible) families into a single block. I understand there is sentiment for retaining
child nutrition programs separately, i.e., for school meals and WIC. I reiterate that
this testimony is meant to suggest a framework of ideas as an alternative to H.R.
4; there are many variations as to the ways this approach could be applied.

Like other block grants, there would be earmarks for the several funding streams
in this family assistance block grant. This, for example, was done in the case of the
1981-enact:edy block grant for alcoholism, drug prevention and treatment, and mental
health services. States should be allowed to merge these family assistance aid
streams administratively and to transfer up to some level (say 10 percent) of the
funds among them. They would thus have much greater freedom than they do now,
or that they would have under H.R. 4, to decide on the purposes, structure, benefit
levels, etc., of these streams of spending.

This family assistance block grant would be big enough—especially if it includes
health care f}(;r poor families—to give states a critical mass of funding and real and
good options for program flexibility and management efficiency. The opportunity to
link health care (especially managed care) to other family assistance benefits for
poor children and their care givers would give the states a wide range of opportuni-
ties to reduce family dependency. Thirty-seven states already administer AFDC and
Medicaid in the same agency.

However, I do not think tﬁat the food stamp program—which is basically a federal
voucher with a strong work-incentive effect—should be included in this family as-
sistance block grant.

Although the strings described above in H.R. 4 would not be included in this first
block, related provisions setting priorities and requirements for work and workfare
would be included in the second block grant in this two-block plan.

The Second Block

The second block grant would provide funds to the states for activities to get fami-
lies off of welfare. This should include job referral, job placement, workfare jobs
where unsubsidized jobs are not available, child care while the care giver (usually
the mother) is working, job counseling and referral, and in some cases education
(%articularly for very young mothers) and training to develop job skills, etc. It
should also include funding for day care for the children of welfare family heads and
possibly also foster care and adoption services. Again, these services could be
merged administratively by the states to deal with family needs on a holistic basis.
As stated earlier, real life is not separated into federal-aid categories.

This second block grant overcomes what I regard as a very serious problem with
H.R. 4, namely that it eliminates the funding for the current JOBS program. The
1988-passed JOBS program has not been pushed hard enough, but it does work in
many places, and it involves services that are absolutely essential to reducing wel-
fare deﬁendency. The welfare-services block grant proposed here would not only pre-
serve the ideas and aims of the JOBS program, it would change it fundamentally.
It would place more emphasis on work. It would include targeting requirements in
what I believe is the best way to do this—namely, tied to the activities needed to
get families off of welfare. It could, for example, stipulate that single poor parents
under age 22, if they are not in school, should be placed in a “workfare” job to work
off their welfare benefits. Child care would have to be provided, which is an advan-
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tage of having a block grant that would permit the states to merge federal aid for
a range of family services. The second group that would get priority for workfare
jobs (again similar to H.R. 4) would be long-timers on weﬁ'are, i.e., welfare family

eads who have received aid for five years. They too would be a priority group to
be placed in a workfare job if a regular job is not available for them.

I believe this formulation is consistent with the spirit of H.R. 4—allowing the
states to decide who should be eligible for welfare assistance and giving them great-
er management flexibility. In fact, H.R. 4 is more rigid and prescriptive than cur-
rent law in this respect. The alternative suggested here consisting of priorities for
workfare and related child care and employment services tied to the funding pro-
vided for these purposes is both more realistic than H.R. 4 and more appropriate
to the basic idea of a block grant. States could go beyond these priority groups and
would determine the terms of work requirements and workfare on a basis that re-
?ec‘tis both their particular conditions and their planning for the use of available
unds.

I interpret the current groundswell of support for welfare block fgrants as indicat-
ing a high confidence level on precisely this basis on the part of the Congress in
the ability of the states to shape and manage their own social programs.

Key Point

The key to this two-block plan is that there would be money in the second block
so that it is reasonable to expect that states can actually get people off of welfare
and into jobs. This is not an unfunded mandate, which unfortunately is the case
of the welfare prohibitions and work requirements in H.R. 4. I also favor some pro-
vision for state maintenance of fiscal effort in the work-and-child-care field, say 20
percent state matching.

This second work-and-child-care block should have another important provision.
It should assure that there are case managers for all employable welfare families.
That person should not be allowed to have more than 100 cases. This is the River-
side, California “GAIN” model. These front-line case managers are essential to re-
ducing welfare. They need to have the time and resources to do their job. They are
the workers who, among their other duties, are involved in the crucial efforts to con-
vince young people (especially teenagers, both female and male) to delay having
children when they cannot conceivably care for them on a basis that enables the
parents to get into the mainstream la{or force. This is a big proposition to assure
effective case management. But without some attention to the “Who” and “How” of
welfare reform, we are putting too much reliance on preachments and prohibitions
from on high.

Such implementation activities are the short suit of American government. More
hard thinking needs to be given in the current welfare-reform debate to this imple-
mentation dimension of reform, particularly as it applies to the state role of moving
welfare family heads into the labor force. The governors were right when they com-
ﬁlai;lx)(id recently that H.R. 4 is too prescriptive to be sensibly workable and really

exiple.

Judith M. Gueron, president of the Manpower Demonstration Research Corpora-
tion, made a similar point in recent testimony before this Committee.

Over time, fundxn% welfare benefits and work programs under a single block
grant is likely—in low-grant states and possible others as well—to have the per-
verse effect of squeezing out 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.

I also believe that some fortion of existing state spending for the blocked family
assistance programs should be retained. States might do this themselves, but the
law should be clear. For example, states might be required to retain 90 percent of
the current nominal dollars in the programs E)lded into the two block grants.

A Welfare Stabilization Board

This two-block plan would include an administrative structure designed to avoid
potential problems with H.R. 4. I propose creating a Welfare Stabilization Board
that would include representatives from the Executive Branch, the Congress, and
perhaps also the states. Its job would be to oversee the new system and adjust these
two blocks as conditions change nationally or in particular regions and states.

As stated earlier, there need to be ways under a new approach to welfare reform
to deal with emergency conditions, such as a recession, rapid inflation, or a disaster.
The initial recourse should be automatic—and it should be grants, not loans.

There have been previous laws and proposals in Congress to provide such counter-
cyclical federal aid. Under President Fort? in 1976, a version of this idea (called the
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Anti-Recession Fiscal Assistance Act) was enacted for $1.25 billion. A similar
counter-cyclical revenue sharing bill was included in President Carter’s 1977 Eco-
nomic Stimulus Program for $1.34 billion, also with triggers based on the unemploy-
ment rate. Trigger mechanisms like this are used for unemployment insurance.
There is a similar trigger mechanism for emergency loans in H.R. 4.

It is essential to include such a feature in the family assistance block grant pro-
posed here. It could, for example, automatically trigger emergency funds when there
is a quarter-to-quarter decline in national GNP or the unemployment rate exceeds
some level. There are ways to do this nationally, regionally, an on a state-by-state
basis. Such a triggering device could be fully automatic or could be subject to Con-
gressional disapproval within a certain time, with the stipulation that failure to dis-
approve constitutes favorable action. The Welfare Stabilization Board also should
have the power to recommend (perhaps on request from the President) that the Con-
gress provide emergency funds to selected states due to special problems on a basis
where the Congress would have to consider these recommendations within a fixed
amount of time (say 60-days).

There also needs to be provision in new welfare legislation to take account of fu-
ture increases in costs. On an annual basis, there should be cost-of-living adjust-
ments in the family assistance block grant—for example increases of 5 percent or
the annual increase in the Consumer Price Index, whichever is higher. This 5 per-
cent level represents the lowest figure for the escalator clause among proposals ad-
vanced to cap Medicaid spending. Since Medicaid funding for acute care for families
on welfare would be the biggest chunk in the family assistance block grant sug-
gested here, I would hope that this position, favoring a 5 percent annual escalator
clause, could be considered as part of a broadened and more flexible alternative tc
H.R. 4. T recommend further that add-on emergency and annual payments under
a family assistance block grant be distributed under a different formula than that
for the folded-in grants, which funding I assume will be distributed according to the
existing shares of the states. Instead, annual increments could be distributed ac-
cording to a formula to be developed by the Welfare Stabilization Board and ap-
proved by the Congress and the President that would have the purpose over time
of gradually bringing other “need” factors into account in the allocation of family
assistance block grant funds.

The Welfare Stabilization Board, representing two branches of the national gov-
ernment and perhaps also the states, should in addition have general oversight re-
sponsibilities to assess and report regularly on what is happening under this
changed welfare system.

* % % % %

There is no such animal in the federal-aid corral as a “pure” block grant. All of
the block grants, particularly those enacted over the past 25 years since Nixon’s
New Federalism, have been broader and less conditional than the previous “categor-
ical” grant programs which they replaced. They all have strings, but fewer strings,
than the predecessor programs. The alternative to H.R. 4 proposed in this testimony
has fewer strings than H.R. 4 and affords greater policy and administrative flexibil-
ity to the states. It controls costs and emphasizes work-over-welfare. At the same
time, it deals realistically with the implementation challenge of workfare, adjusts
for inflation and fiscal and social emergencies, and provides an oversight mecha-
nism.

This proposed alternative approach is not a cover for more spending or business
as usual for the welfare population. It would turn more responsibility over to the
states than H.R. 4. It would emphasize work, not education and training, as the
best route to self sufficiency. Such an alternative to H.R. 4 could provide the basis
for a compromise on which the Administration, leaders in the Senate, and state offi-
cials could come together. When the critical moment comes, most likely in the budg-
et process later this year, such a plan hopefully could muster enough support to be
veto proof and to attract 60 votes in the Senate. This is not a disingenuous effort
to muddy the waters or change the direction of the policy debate. Rather it is an
alternative to the House-passed bill that also would make far-reaching changes in
social policy in the nation.

Richard P. Nathan is director of the Nelson A. Rockefeller Institute of Government, the public
policy research arm of the State University of New York located in Albany. He is also chair of
the board of the Manpower Demonstration Research Corporation and a member of the U.S. Ad-
visory Commission on Intergovernmental Relations. These ideas however are his alone.
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Attachment to Testimony

A NOTE ON THE HISTORY OF BLOCK GRANTS

The nomenclature of grants is not easy to explain when it comes to terms like
“block grant.” Historically, one can go back to the pre-Constitutional period for cases
in which broad intergovernmental fiscal subventions were made to the states. Dur-
ing the period when the United States operated under the Articles of Confederation,
the Continental Congress adopted the first grants-in-aid to the states, putting aside
land for the support of public schools in territory west of the Ohio River.

It was not, Eowever, until the twentieth century in the Woodrow Wilson years
that the United States developed specific cash grants to the states that came to be
known as “categorical” grants.

In an important way, the history of block grants is an outgrowth of this steady
narrowing of categorical grants with specifications about their eligible uses, often
a requirement of matching funds from the states, as well as other requirements reg-
ulating the use of these funds. Increasingly over time, there have been strong reac-
tions to these practices, often referred to as the “proliferation” of federal grants and
criticized for heavy handedness and intrusiveness on the part of the federal govern-
ment.

Early Block Grants

Lyndon Johnson saw the writing on the wall. It was during his presidency that
the idea of broader and less conditional block grants began to take hold in response
to what the chairman of Johnson’s Council of Economic Advisors, Walter Heller,
called “the hardening of the categories.”

In 1966, President Johnson proposed a block grant that consolidated several rel-
atively small public health grants into a single more comprehensive grant for a
range of health services. Then, a year later in 1967, Johnson took a bigger leap into

ant blocking (although not enthusiastically) when his administration, with Repub-
lcan urging, backed t%le creation of the law enforcement assistance grant. LEAA
funds were distributed on a formula basis to states with a requirement that 75 per-
cent of the funds provided be passed on to localities.

Block grants in the modern era have involved the consolidation of pre-existing cat-
egorical grants into broader grants with the combined stream of grant funds from
the folded-in programs allocated to states and/or localities on an automatic formula
basis. President Nixon’s New Federalism saw the creation of several such block
grants, notably for community development, employment and training, and social
services. Nixon also won passage of the general revenue sharing program in 1972,
which provided flexible aid on a formula basis to states and localities. But this was
not called a block grant, because the use of this aid was not limited to a particular
function of government like law enforcement, community development, etc.

Three Types of Grants

Federal grants come in three basic types as to the nature of their end uses—enti-
tlement grants, operating grants, and capital grants. Nixon’s New Federalism called
for blocking operating and capital grants, but not entitlement grants. That is, not
Medicaid or Aid for Families with Dependent Children (AFDC). Nixon was a spend-
er when it came to grants, and also for that matter other domestic policies in gen-
eral. Besides his revenue sharing program (which involved distributing $5 billion
per year in new funds to states and localities) Nixon’s block grants included funds
known as “sweeteners.” The term referred to extra funds provided on top of the
money contained in the categorical grants bundled together in a new block. Nixon
added these sweeteners as an inducement to state and local officials to support his
initiatives.

But, to reiterate, the main idea in understanding block grants is that Nixon did
not recommend blocking entitlement grants. The term refers to grants that transfer
income (both in cash and in-kind) to individuals and families based on defined con-
ditions of need. States determine eligibility for benefits under these grants within
federal guidelines. The national government reimburses the states for the benefits
provided on an o&)en ended basis. Whoever qualifies receives aid, and the state is
reimbursed accordingly. The food stamp program is not a grant-in-aid. Food stamps
are federal government vouchers, although administrative funds for the food stamp
program are paid to the states as a grant-in-aid.

Nixon’s “New Federalism”/FAP and FHIP

_ In advocating the sorting out functions in American federalism, Nixon argued that
income transfers (cash, health care, foster care, school lunches, food stamps) should
be made more—not less—national in order to assure equal treatment of the needy
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and to share this fiscal burden on a national basis. Neither Nixon’s Family Assist-
ance Plan (FAP) for welfare reform or his Family Health Insurance Plan (FHIP),
which was similar to Clinton’s 1993 proposal, were enacted. Actually, if FAP and
FHIP had been enacted in the seventies, it would have saved a lot of grief over the
past two decades, right now especially.

3, &«

Reagan’s “new federalism”

President Reagan’s brand of “new federalism” (he didn’t use the term, but the
press did to describe his program) departed from Nixon’s approach on this very
point. In 1982 Reagan advanced his “swap and turnback” plan, which had the na-
tional government taking over Medicaid. In exchange, the states were to pick up the
full responsibility for AFDC.

So, Reagan was on the fence intellectually on this federalism issue. He would cen-
tralize one income transfer program (Medicaid) and devolve another (AFDC). As it
turned out, Reagan’s “swap and turnback” plan never went anywhere; it was not
even introduced in the Congress. )

In the 1981 Omnibus Budget Reconciliation Act (OBRA), Ronald Reagan won en-
actment of nine new programs called “block grants” by his administration. They
were for operating and capital functions—not for entitlement-type programs. Three
were in the health field—for the prevention and treatment of substance abuse and
mental health, preventive public health services, and maternal and child health
care. Four of the “blocks” contained only one pre-existing grant. So, at least in my
view, Reagan as a grant blocker was overrated.

Reagan’s block grants and Nixon’s, have one point in common that is very impor-
tant when considering the ideas advanced by the new majority in the House of Rep-
resentatives. Over time, these grants have lost value, both in nominal dollars and
in real terms, i.e., adjusted for inflation. A recent report by Steven D. Gold from
the Center for the Study of the States of the Rockefeller Institute of Government
on nine block grants (some of Nixon’s and some of Reagan’s) showed that four de-
clined in actual dollars over the ten year period 1983-93, one remained about the
same, and all nine lost ground in real terms. (See table attached.)

The “Newt Federalism”

Enter the new House Republican majority in 1995: They are decidedly not on the
fence intellectually when it comes to block grants for welfare-type (that is, entitle-
ment) programs. Early on in the “100 Days,” Speaker Gingrich and his House Re-
publican colleagues set about creating block grants for entitlement grant-in-aid pro-

ams with a vengeance. The New Majority at one point advocated capping and

locking existing grants to create five new block grants—for AFDC, school lunches,
foster care, Medicaid, and food stamps.

This is a distinction with a difference. Grants for payments to individuals now ac-
count for 63.3 percent of total federal aid outlays. Under the new Republican major-
ity in the House they are, in effect, repealing the national safety net, which Presi-
dent Nixon built up and which Reagan said should be preserved.

The Essential Question

James Madison is much maligned when conservatives attribute to him and to the
Federalist Papers the idea of devolving such welfare functions. Madison’s Constitu-
tional purpose was nation building, to centralize. Classical public finance theory in
a similar way in the modern period assigns redistributional functions to the broad-
est population group in order to achieve equal (or close to equal) treatment for the
needy and to share this fiscal burden widely. As a nation, we have done this—or
at least moved in this direction strongly—since the nineteen thirties. The United
States is by no means first among the industrial democracies in carrying out this
safety-net function centrally, but in our own distinctive incremental bargaining
process we have come a long ways. To block income-transfer programs to the poor
is not just a management change. It represents a basic change in direction for
American social policy.
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Nine block grants were created in 1981 as part of the Reagan-Stgckman New Federalism. The size of cach of these

They fall into two categories:

o Linle if any increase. Five block grants have decreased or remained about the same in terms of spending--those for
Social Services, Low-I Energy Assi C Services. ion (Chapter 2), and the Job Training
Parmership Act. (JTPA had a large increase in 1984 and no growth thereafter.) Since inflation was 44% beiween
1983 and 1993, the real size of these grants fell sharply.

Sporadic growth. The other four block grants went through exiended periods of little if any growth but had increased
funding in the 1990s. The Preveation/Treaument of Substance Abuse Block Grant had a big funding increase from
1989 10 1991 but litle growth otherwise. The Preventive Health and Health Services Block Grant did not start to
grow rapidly until 1992. The Maternal and Child Health Block Grant did not start to increase until 1987. The i

Community Development Block Grant did not significantly exceed its 1983 level until 1993.

BLOCK GRANT OBLIGATIONS
l (millions of doliars)

1983 1984 1985 1986 1987 1938 198v 1290 1991 1992 1993
Social Services $2675  $2700 $2725 $2584 $2697 $2700 $2700 $2762 $2804 $2800 $2800
Low-Income
Energy Assistance 1975 2075 2100 2008 1822 1532 1383 1443 1610 1500 1346
Community Services 373 348 368 352 368 " 363 319 322 436 360 372
Preveation/Treatment
of Substance Abuse! 468 462 490 469 509 487 806 1193 1269 1080 1108 .
Preventive Health
& Human Services 85 87 89 8 8 8 84 8 91 129 143
Maternal and Child Health 478 399 478 457 497 526 554 554 587 650 664
Chapter 2 (Improving
school programs) 462 451 S00 477 S01 478 400 519 449 446 440
Community
Development? 2380 2380 2388 2053 2039 1973 2053 1972 2203 2397 2790
Job Training
and Partmership Act? 1415 1886 1886 1783 1840 1809 1788 1745 1778 1773 1692

H the Block Grant.

Source:

1. mmmmrmﬁwmmcmmmummmnn
2. wmwmmmmmwwmwrbNiWMthwmﬂ

3. The JTPA Biock Grant is for the Adult and Youth Training Block Grant portion of the JTPA program..
Source: U.S. Office of Managemen and Budget, Budger Information for the States, FY 1985-FY1995.

Rockefeller Institute of Government, Center for the Study of the States,
State Fiscal Brief, January 1995, No. 26
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Senator Rick Santorum (R-PA)

before the Senate Finance Committee
Hearing on Welfare Reform
Thursday - April 27, 1995

Mr. Chairman and members of the committee, I would first like to thank you for the
opportunity to appear before you today. Having served on the House Ways & Means
Committee before my election to the Senate, I can appreciate the enormity of the task before you
as you complete your formal hearings on welfare and begin to chart a legislative path for reform.
As you prepare for that activity in the weeks and months ahead, I would like to share with you
the benefit of my experience over the last two years.

During the 103rd Congress, I served as the ranking Republican on the Human Resources
Subcommittee on Ways & Means, and in that capacity, I spent a good deal of time, research, and
committee activity on welfare reform policies. In early spring of 1993, I coordinated and chaired
the House Republican Task Force on Welfare Reform. At that time, I brought together members
that shared previous welfare reform experience or a desire to examine this issue. Over an eight
month period, the task force undertook an extensive examination of the welfare system as a
whole. The product that emerged from the welfare task force became the House Republican
platform on welfare reform. Introduced in November, 1993, that bill, HR 3500, became the basis
for welfare reform discussions and a model for later initiatives including President Clinton's bill
in the summer of 1994 and the Mainstream Democrat Forum's proposal in spring of 1994.
Ultimately, this document served as the foundation for the reform proposal that has recently
emerged from the House of Representatives -- HR 4, the Personal Responsibility Act. It is the
foundation of HR 4 that I would like to focus my comments on today.

The focus of my testimony should not exclude a greater discussion of jobs, training and
education, child care, nutrition, child support and paternity establishment, or any of the multitude
of issues that are interconnected under the heading of welfare. Being mindful of the time
constraints today and in view of other witnesses, I will leave those issues for the question and
answer period or even later committee interaction. While the larger issues of jurisdiction are still
being decided, I will continue to be involved in discussions over nutrition as a member of the
Agriculture Committee, and given my House background, involved to the larger extent in the
formation of the Senate welfare proposal. Additionally, I plan on being active on the floor
during the consideration of welfare and will pursue amendments depending on the focus of the
final product.

[ feel it is beneficial if we first examine the current perceptions of HR 4. To date, the
political debate has excluded any extensive discussion on the core of the "Contract with

America” proposal and instead has centered on the so called "punitive" nature of the bill. The
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current political debate has overshadowed a discussion of very fundamental policy options that
exist in HR 4 and that are facing Congress in the areas of work, benefit criteria and eligibility.

I'd like to challenge each member of this committee to take a hard look at the specifics of the
Personal Responsibility Act. Those that have used "kids" as a political tool in this debate
continue to do a disservice to the very people they seek to "protect”. Those that would charge
that the House bill is punitive and destructive to our children reflects not only an ignorance of the
details of the proposal but also a convenient excuse to avoid choices on a new direction for
welfare reform as well as a naivete of the present day realties of our children and inner cities.

[ watched with interest President Clinton's news conference last week in which he spent a
considerable amount of time talking about welfare reform and, in particular, the House activity
on the Personal Responsibility Act. While the President's message was charged with very
negative rhetoric on his perceived impact of HR 4, I found many of his statements interesting in
light of my experience with the Administration proposal. What most caught my attention was
his remark that he wants a bill:

"similar to the one he proposed last year, which would impose time limits

and work requirements, but also increased federal funding for welfare
recipients' job training". (4/18/95 press conference)

A closer look at HR 4 reveals the very two-year time limitation that the President spoke
about in his address. Under HR 4, adults receiving cash benefits are required to work or
participate in a State-designed program afier 2 years (or shorter at a state's option). Second, a
three year limitation is placed on a beneficiary actually being in work. This work requirement is
the same as originally laid out in HR 3500. This work requirement is also the same as was
originally proposed by the President in his campaign and later in his legislation. Likewise, most
major welfare reform proposals also contain the two-year limitation on beneficiaries.

In wake of the House action, members of this committee and the Senate as a whole need
to face the reality of the current beneficiary and cost statistics on all areas of welfare and begin to
make decisions on those programs. In my discussions on welfare I have not found anyone
unwilling to reform the system. And while the discussions and rhetoric have escalated during the
last two election cycles, it is only recently that we have seen the will from Congress, and
specifically the House, to move forward in advancing reform proposals and to honor a
commitment to reform the current system.

The focus on work has been seemingly lost in the debate until the President's remarks last
week. | strongly suggest that any proposal that might emerge from this committee must also
honor that commitment to work -- for without that basic concept, all other reform is hollow.
Consider a young woman I met last year at a town meeting in Verona, Pennsylvania who told me
about her experience on welfare. She had been recently divorced with two children. With little
recourse, she entered the welfare system and began to draw benefits. While on the program, she
took advantage of the availability of job training and education, and after 18 months in the
system. took a job at a local manufacturing plant. Today she continues to hold her job and is
supporting her family. She viewed the welfare system as an opportunity to pull her family out of
their unfortunate circumstances and take responsibility for her own life. She is an example of a

2
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welfare mother success story that we must force the system to replicate. Anything short of this
standard of "work" does not attack the cyclical nature of the system and perpetuates further
dependency on welfare. Anything short of addressing this concept falls well short of the mark
for "ending welfare as we know it".

There are two very specific provisions that I claim original ownership to and that [
strongly recommend to this committee for inclusion in any welfare reform product --
fundamentally change the direction of the SSI program, and eliminate welfare eligibility for legal
noncitizens in this country. Both provisions are currently contained in HR 4 and have evolved
from extensive policy discussions out of the 1993 Republican Welfare Task Force.

Current perception is that the movement to ban assistance to legal noncitizens was born
out of a desire to save billions of dollars for the sake of welfare reform. To the contrary, the
proposal for eliminating assistance to legal noncitizens was developed first on the basis of policy
after examining the growth in programs as a result of legal noncitizen enrollment and the
contributing factors as to why those numbers were growing.

What was originally found in 1993 was that legal "sponsored” immigrants in particular
were qualifying for welfare in significant numbers. What was even more troubling, however, is
that the area of "sponsored immigration" is an expedited classification of immigration based
solely on the basis of the income history of the sponsor and the commitment of that sponsor to
provide financial assistance to the immigrant. Under current law, a sponsor's income history and
ability to provide is extensively reviewed prior to granting the immigration application request
and the sponsor's income is "deemed" eligible to that immigrant for the minimum of a five-year
period so that they will not become a "public charge". However, the statistics and population
trends have shown that just the opposite is happening almost immediately following the deeming
period.

Social Security Commissioner Shirley Chater testified recently before the Senate
Judiciary Committee that growth in legal noncitizens receiving SSI alone has reached 738,000 in
1994. In looking at trends over the past several years, Commissioner Chater also testified that
the rolls in this program have increased 12% over the last five years. In 1993, when we first
looked at the growth in these programs, we saw an even more severe increase in beneficiaries in
the years preceding Commissioner Chater’s figures -- from 110,000 in 1982 to over 650,000 in
1989.

While the factors behind the rise are varied, several very clear recognitions can be made.
First, the "sponsor” arrangement for immigration and financial support criteria is non-binding
and unenforceable. In turn, the number of noncitizens applying for welfare following the
deeming period is alarming. Last year, the Honorable Barbara Jordan in her study on
immigration policy testified before my Ways & Means Subcommittee on this very subject.
Second, abuse has been exposed in several immigrant communities where beneficiaries are
illegally qualifying for the program. We also received extended testimony on this last year in
Ways & Means.

In 1993, through the committee and with the help of many in this room, we were able to

3
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increase the deeming period from three to five years. Around that same time, I proposed the
following options in the House Republican welfare reform bill:
* encourage naturalization following the five-year deeming period by allowing
an additional year for citizenship (the one-year is based on national averages);
* strengthen the sponsorship arrangement by insisting on the financial commitment
of the sponsor;
* eliminate federal assistance for legal noncitizens
(refugees, asylees, and elderly over 75 years are exempt).

Any fundamental change in the direction of a social program or immigration policy will
be controversial, and I challenge you to examine the basis of the policy behind the proposed
changes. As a first generation Italian American, [ can speak directly to the opportunities that
exist in America and the sacrifices that are made so that children can grow up in a free society,
can go to college, pursue their dreams, and maybe even one day serve in the United States
Senate. | can speak to the importance of heritage and culture, and as one of the originators of the
policy, I can as forcefully speak to the changes that are needed in providing welfare assistance.

A Philadelphia Inquirer article just this week touched on the controversial nature of these
changes. While the article may have accurately captured the current debate and reaction to the
proposed changes, it excludes a discussion on the policy itself and the intent behind those
changes. For an American citizen bringing people into this country under an expedited class of
immigration and pledging financial support for that person, is it too much to ask that the
individual actually honor that commitment?

The extent to which these proposals have gained acceptance in the last two years proves
our discussion extends beyond the perception of "immigrant bashing" to being more of a
justifiable policy option. Since the time that I first proposed changes to assistance for legal
noncitizens, very similar language has been included in the major welfare reform proposals
before Congress. President Clinton, in presenting his Work and Responsibility Act in 1994,
included provisions which denied welfare assistance beyond the five-year deeming period to that
of ten years. Likewise, the Mainstream Democrat Forum proposal contained the total ban on
assistance to welfare recipients. And as we have seen now in the Contract with America
proposal, the bill denies assistance in selected areas of welfare assistance including food stamps,
AFDC, Medicaid, SSI, and Title XX block grant services.

Again, these are provisions that are grounded in solid policy discussion and
determination. These are also provisions which would incur significant savings in the system,
totaling over $21 billion over a five-year period. During the course of the task force discussions,
provisions were continually sent to the Congressional Budget Office (CBO) for review and
scoring. It was much later, following the initial decision on the policy, that the CBO numbers
were obtained and the significant amount of savings were realized. In many respects, the
numbers only confirmed what our statistics had yielded.

My background and work in the SSI programs have paralleled that on legal noncitizens.
Along with the growth in the noncitizen beneficiaries, SSI programs as a whole have experienced
the largest growth and cost of any area of welfare. Those increases have occurred in the SSI

4



116

children's program, the legal noncitizen area, the program for drug addicts and alcoholics, and
have involved problems with widespread fraud and abuse.

In March, I had the opportunity to testify before Senator Simpson and the Social Security
and Family Policy Subcommittee on these programs. During that testimony, I made several
recommendations and suggestions for reform that I feel are fundamental to any proposal put
forward by the Senate. These changes speak to what must occur in welfare reform and are policy
options that reflect targeting our federal resources to those most in need, especially in view of
recent trends. :

Since 1990, we have seen an obvious and enormous growth in the number of
beneficiaries and amount of federal dollars spent in this program -- the number of children on
SSI reacked 683,000 in 1993 while the amount of spending was $24 billion. And while this is
clearly the major catalyst in the growth and costs of the program as a whole, an alarming and
controversial ancillary effect has been the amount of fraud and abuse within the children's
program itself -- specifically with regard to the definition of "disability".

Under the beneficiary criteria for disability that now exists for children, or individualized
functional assessments (IFAs), we continue to see instances of fraud and abuse in the program
that has not only drained resources, but has created a present day perception of the program that
is far from positive. While some dispute the validity and very existence of the fraud and abuse,
their Jack of recognition of these happenings serves only as a means for hindering federal
assiztance to those at the fundamental core of the disability program itself -- those with severe
mental and physical disabilities.

In legislation last year (HR 4419), I proposed replacing the cash program with one of a
"voucher" system for treatment. This was done as a means to eliminate some of the financial
incentive associated with the program, and to move toward targeted assistance to the individual
"need” of the beneficiary and to more direct treatment of the specific disability itself. The Social
Security independent Agency Act contained language from Ways & Means commissioning a
study of the "voucher" idea. That study is ongoing through the National Commission on
Childhood Disability.

The approach that has evolved into the Personal Responsibility Act in the area of SSI and
children suggests the following:
eligibility under the IFA criteria would be eliminated;
at ieast once every 3 years, SSA will conduct continuing disability reviews (CDRs);
target resources and increased benefits to the severely disabled;
children made ineligible by IFA elimination may reapply for SSI coverage, under
other disability criteria.

* # #* ¥

While some have perceived these changes as draconian, [ think the proposal deserves a
hard and thorough look, especially in view of the factors discussed previously which are driving
the growth and costs of the programs. I recommend this approach to the committee, and I will
pursue a similar approach to that taken in HR 4.
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Since 1985, the number of addicted SSI recipients rose from 50,000 to 8(:0,0C0 in 1993.
In most cases, the lack of treatment or direct lack of oversight by SSA has led to more and more
beneficiaries and fewer if any recoveries (Comm. Chater testimony, 2/93). In my legislation last
vear, | established guidelines and requirements for testing and monitoring, and imposed
sanctions for non-compliance. My bill also set changes in the structure and designation of
representative payees and imposed a 36 month lifetime limitation on DA &A benefits. Many of
these provisions were also enacted into law last year in the Independent Agency bill.

While some progress has been made in curtailing the program, a discussion of the topic
draws upon the larger question of the role of the federal government in providing assistance in
this area in the first place. In that regard, I draw your attention to the Personal Respensibility Act
provisions which would abolish the DA & A program and federal SSI and Medicaid assistarce to
drug addicts and alcoholics altogether. Additionally, that proposal would redirect $400 million
from the savings to fund additional drug treatment and research.

Mr. Chairman, I will also call your attention to the changes contained in the SSA
Independent Agency Act relative to interpreter fraud. In cooperation with Congressman Jake
Pickle, [ offered a section on fraud to that Act which is now law. In particular, those provisions
achieved the following:

* set strict guidelines for use of third-party translators;

* elevated SSI fraud from a misdemeanor to a felony;

* set more frequent reporting requirements between agencies & Congress;
* established criteria for casefile review and redeterminations.

We hope to see significant results from these changes in combating the many abuses and
problems brought before our congressional committees. I am as anxious as anyone to see the
practical effect of this law, and have had favorable responses already from those individuals we
have developed a relationship with over the past two years and who work in these immigrant
communities.

As someone who has invested a considerable amount of time and effort in the issue of
welfare, | encourage this committee and the Senate to go beyond the rhetoric and take a hard
look at the policy, especially the policy behind HR 4. By every estimation, the current system
remains unworkable. Both reform and progress are possible, but only with a commitment by
members of Congress and the Clinton Administration to make hard choices on reform. T have
presented this committee with several options today.

Thank you again Mr. Chairman for the opportunity to appear before you. With your
permission, [ would like to include some material for the record regarding fugitives receiving
welfare and my legislation, S. 599. I welcome your interest in this and would like to work with:
you on including this in any welfare package that may pass through this committee. Sirrilar
provisions have already been included in HR 4.
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STATEMENT OF THE AMERICAN PAYROLL ASSOCIATION
[SUBMITTED BY CAROLYN M. KELLEY, DIRECTOR OF GOVERNMENT AFFAIRS]

The American Payroll Association is a non-profit professional association rep-
resenting 11,000 companies and individuals on issues relating to wage and employ-
ment tax withholding, reporting and depositing. Over 85% of the gross federal reve-
nues of the United States are collected, reported and/or deposited through company
payroll withholding. Under our system of voluntary compliance, we are the nation’s
tax collectors. We are also the professionals largely responsible for child support en-
forcement—ensuring, through the withholding system, the collection of about half
of all child support monies in the United States. The fact that some twelve percent
of all employees are subject to wage withholding for child support underscores our
important role in enforcing the child support system and making sure that parents
are not allowed to escape their financial obligations to their families.

The American Payroll Association has worked with federal and state child support
enforcement agencies for several years. We commend Congress for seeking to collect
the $36 billion plus per year in child support monies that are currently outstanding.
This is a serious problem in our country. APA understands that to do this, delin-
quent parents must be identified and located and monies withheld by employers
from earnings.

APA supports mandatory wage withholding of child support orders and current
efforts to locate non-custodial parents through new hire reporting. However, APA
is concerned about the current burden on employers due to non-standardization of
the child support order/mandatory wage withholding process. We also are concerned
about potential hardships that will be placed on employers if current proposals (in-
cluding new hire reportin? are enacted as written in the House-passed Welfare Re-
form plan (H.R. 4) as well as those provisions introduced by Sen. Olympia Snowe
in 8. 442 and Sen. Bill Bradley in S. 456.

Specifically, we are concerned about certain provisions of the new hire reporting
plan, the areas of lack of standardization in the entire wage withholding process,
and problems with adoption of Section 501 of the Uniform Interstate Family Sup-
port Act (UIFSA).

A. NEW HIRE REPORTING

Employers understand it is important to capture employment information on all
newly hired employees so that non-custodial parents wgo owe child support are lo-
cated and the wage withholding process can begin. We support the requirement that
employers provide the names, social security and Employee Identification Numbers
of new hires. We urge you, however, to follow the language in H.R. 4 and omit the
requirement—now in the Snowe and Bradley bills—that employers provide the em-
ployees date of birth, as this information is unavailable to employers at the time
of hire due to Equal Employment Opportunity Commission rules regarding age dis-
crimination in hiring. OQur other concerns are summarized below:

Centralized Reporting

APA applauds the House for abandoning its plan to require all employers, includ-
ing those operating in more than one state, to submit new hire information to every
state in which they do business, Under H.R. 4, employers would only have to submit
their new hire information to the state in which they have the most new hires. Al-
though this proposal does away with much of the paperwork that would previously
have been involved, we still don't believe it provides a very logical way to addressing
child support delinquencies.

(119)
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The House-passed bill streamlines the process so that employers would commu-
nicate with only one entity—either the state in which the employee was hired or
the state in which they have the most employees. But we question why Congress
would want to create an additional layer of bureaucracy, e.g., the states, since one
lax or sloppy state would weaken the entire data base. It would be far more efficient
to allow employers to submit the data—as well as withholding payments—directly
to a federal repository. That way, information from all states would be treated
equally. It also would allow employers to file only once, rather with multiple enti-
ties.

In addition, the House bill would require multi-state employers to constantly be
checking their smployment rosters to ensure that they are filing with the correct
state—the state with the largest number of employees. This proposal raises a ques-
tion of fairness for the states. Why should a state be required to process new hire
information for new hires that didn’t come into that state?

As an alternative, we very much support the centralized Federal New Hire Data
Base proposed by Senators Snowe and Bradiey.

Standardization

We are pleased that H.R. 4, as well as the two Senate bills recognize the impor-
tance of standardized data elements. We strongly support the development of a na-
tional child support order form that uses such standardized data elements as
names, Social Security numbers and case identification numbers. In addition, we are
pleased so see that the Snowe and Bradley bills require the Secretary of Health and
Hli:inan Services to define such terms as income, as it relates to child support with-
holding.

Reporting Deadlines

We believe that provisions adopted in the House-passed Welfare Reform package
as well as in the Snowe and Bradley bills relating to reporting deadlines would not
give many employers enough time to prepare their materials. H.R. 4 requires busi-
nesses to report the information either within 15 days after the date the employee
comes on board or the date the employee first receives wages or other compensation
from the employer—which ever is later. S. 442 and S. 456 each require employers
to make their new hire reports within 10 days of date of hire.

The information needed from employers must be generated through the HR/pay-
roll system, which is set up to accommodate tax payments and other processes relat-
ed to employment and tax compliance. Thus, employers need a finite amount of time
to generate the information needed, especially if asked for data elements not already
contained on the system. (Birth date, for example.)

The deadline imposed on employers in H.R. 4 will force many employers to create
a manual process, as they will not have enough time to generate the information
through their automated systems. This will result in the agencies receiving millions
of paper documents—possibly with errors-—rather than an accurate tape or elec-
tronic submission.

We are in agreement that the legislation should be flexible and offer employers
a choice. However, the deadline needs to be lengthened to facilitate timely reporting
through automated systems. OQur suggested alternative is a choice between 15 days
from date of hire or five days from the date an employee first receives wages or
other compensation, whichever is later.

It is important to note that many states that have enacted new hire reporting
ended up lengthening their reporting periods. After hearing testimony from employ-
ers, Massachusetts extended its period from 10 days to 14, but allowed businesses
reporting electronically to report monthly. Iowa changed state law from 10 to 15
days because of employer complaints. Texas will change from 10 to 35 days. Vir-
ginia, West Virginia and Washington have all adopted 35 days. Michigan is now
consgidering 35 days.

We believe that certain ambiguities could be avoided if employers are also re-
quired to state the date of hire on their new hire reports. Use of Tax Forms

One of the fallacies of past and current proposals is that employers could simply
photocopy a completed Form W-4 “Employee’s Withholding Allowance Certificate”
and send it to the appropriate agency. The Form W-4, which is completed by em-
ployees, not employers, does not request date of birth information, as requested in
the Snowe and Bradley bills. Furthermore, few employees know their employer
identification number (EIN) and aren’t required to fill it in at the time of hire. Re-
quiring employers to provide that information on the W-4 would require that the
actually write it in and then submit the form. This might be an acceptable approac!
for small employers. But employers with automated systems would be forced by this
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requirement to create a manual process and submit paper W-4s. This does not seem
consistent with the government’s goal of reducing paper processing.

Further, Form W-4 is a tax form. APA does not support non-tax use of tax docu-
ments for confidentiality-related reasons.

Instead of requiring the use of Form W-4, a simple, standardized list of require-
ments should be provided for paper filers, along with flexible guidance. It is conceiv-
able that for very small businesses, it would be easiest to photocopy the Form W-
4 and write in additional information. This should be an option (for small business),
but not a requirement.

Similarly, APA objects to any use of Form W-2 “ Wage and Tax Statement” to
report monies withheld. Because this information is not part of the tax-reporting
system, businesses will have to build and maintain new data bases to report this
information. This is a tremendously costly endeavor and an unfair burden on em-
ployers already acting as collection agents for child support enforcement purposes.

Penalties

Distinctions should be made for employers who are making a good faith effort to
comply, but due to circumstances beyond their control (or unrealistic legislated ex-
pectations) are occasionally late, from an employer who willfully avoids reporting.
Penalties should be simple to calculate and not require lengthy audits to determine.

Any penalty provisions that are proposed and ultimately enacted should provide
workable, realistic due dates for reporting so that U.S. businesses are not placed
unfairly under penalty exposure.

To this end, we urge a slight modification to the language in Sen. Snowe’s bill.
S. 442 states that “Any employer who fails to make a timely report in accordance
with this paragraph with respect to an individual shall be subject to a civil money
penalty . . . ” We believe the statement could be amended to state that, “Any em-
ployer who fails to make an effort in good faith to timely report in accordance with
this paragraph ... .”

Payment Deadlines

We believe that the proposal in Sen. Snowe’s bill giving employers 10 days to
make deposits is fair and reasonable. We do, however, urge safe harbors similar to
those described in the reporting section—provisions protecting employers when they
are unable to make a timely deposit through no fault of their own.

In addition, the proposed $1,000 fine proposed by Sen. Snowe is excessive. And
we propose that funds collected for late payments be applied to a state’s general
fund and not toward the operation of its child support system. Doing so, as Sen.
Snowe as proposed, could encourage a “gotcha” mentality among cash-strapped child
support agencies.

B. MANDATORY WAGE WITHHOLDING

Very little emphasis has been placed on standardizing the various federal and
state laws and procedural regulations affecting employer wage withholding of child
support orders. Nonetheless, under current law, employers must comply with rules
of the jurisdiction that issued the enforcement order. This has proven very burden-
some, particularly for employers in large states. Employers in Texas, for instance,
are responsible for complying with the various rules in nearly 250 jurisdictions!

The greatest problems and costs for employers are associated with the lack of
standardization in:

 definitions of both gross and net income (i.e., the income subject to the with-

holding orders.)

* definitions of digposable earnings. (For example: the federal requirements under
the Consumer Credit Protection Act are earnings for services less taxes and
mandatory contributions to a pension plan. States may exclude certain earnings
such as overtime and allow atfditional deductions such as union dues and medi-
cal insurance.
how the dollar amount to be withheld is stated on the withholding order itself,
procedures for orders that are received late through no fault of the employer.
procedures for when the employer should begin withholding.
procedures for when the employer should stop withholding.
procedures establishing priorities of withholding for multiple orders, especially
where there is not enough money earned in wages to withhold full amounts.

* processing fees for courts, states, employers and any other fees.As an alter-
native, we urge Congress to use this opportunity to establish a centralized col-
lection site with one set of withholding rules for all states—similar to the cen-
tralized data base.
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If the current state-by-state deposit system is maintained, we urge the develop-
ment of a standardized withholding order form. Employers should be able to scan
ahform and easily determine (a) the amount to be withheld and (b) where to send
the monies.

C. CENTRALIZATION OF COLLECTIONS

Currently states vary in their sophistication regarding the handling and disburse-
ment of withheld child support funds. We are very troubled by the fact that in some
states, it is the employers who are actually responsible for sending out child support
payments to custodiaY parents. We feel strongly that this is an inappropriate role
to ask employers to take on—in some instances pitting them against their own em-
ployees and tforcing them to communicate with custodial parents who aren’t, in any
way, linked to their line of business. Under the best of circumstances, this commu-
nication is limited to mailing a check. But often times payroll departments are
called by irate custodial parents who—rightly or wrongly—feel that the payment is
not what it should be.

We believe that in no circumstances should employers be expected or required to
come into contact with custodial parents in order to disburse child support pay-
ments.

We recommend designating one agency within each state that would receive pay-
ments from employers. Employers should have the option of reporting and paying
using electronic funds transfer or a single check with a list.

D. CLARIFICATION OF THE INTERSTATE FAMILY SUPPORT ACT (UIFSA)

APA believes that the Congress has an unprecedented opportunity to strengthen
and clarify the procedures of the Uniform Interstate Family Support Act (UIFSA).
UIFSA seeks to provide agencies direct access to employers outside their state in
order to decrease the time it now takes to begin collecting on out of state orders.
But UIFSA, as currently drafted, provides no legal guidance as to which state’s laws
apply—the issuing state or the employee’s work state. In the past, payroll profes-
sionals were able to interpret most child support orders without having to confer
with corporate or outside legal advisors. Many payroll departments are now so con-
cerned about the validity of orders served directly under UIFSA’s Section 501 and
about which processing laws to apply that they will no longer begin withholding
until the orders have been reviewed by legal counsel. This is very expensive and
may delay withholding, to the detriment of both the custodial parent and the em-
ployer, who is placed in an unfair penalty position and bears the cost of legal re-
view.

Legislation must be enacted to specifically direct that the employee’s work state
determines the regulations that govern the withholding order, both for substantive
and procedural guidance, before the across-the-board adoption of UIFSA. This prob-
lem would also be reduced through standardization of all regulations relating to
withholding.

APA urges Congress to recognize that its goals though worthy, will not be met
unless American businesses can perform the tasks called for quickly and timely. We
would like to help in any way we can to ensure that the public/private partnership
which is a necessary part of the child support system is as effective and cost effi-
cient as possible. We would be pleased to answer any further questions.
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April 25, 1995

Honorable Robert Packwood
Chairman

U. S. Senate Finance Committee
219 Senate Dirksen Office Bldg.
Washington, D.C. 20510

Dear Senator Packwood:

Counties are the front-line deliverers of basic social services. In many states,
counties have administrative and financial responsibilitics for federal and state social
services programs. Preliminary estimates from State Associations of Counties that have
responded to a recent National Association of Counties (NACo) survey show that
counties contribute over $4 billion to the federal welfare, child welfare, and child support
programs, as well as nearly $1 billion to state general assistance programs.

It is with this experience that counties approach the debate over welfare reform
and social service programs. NACo has been a long-time supporter of a comprehensive
approach that rewards work, strengthens families, and is supported by sufficient federal
resources and local flexibility to train people for jobs that promote long-term self-
sufficiency. NACo’s Board of Directors adopted an interim resolution and guidelines on
welfare reform at our legislative conference in March which include the following
concepts:

o0 Our overriding concern is the protection of children. The federal government
must maintain its responsibility to ensure a level of assistance and support services to
children and familics, and that programs are administered on an equitable basis.
Programs such as Aid to Families with Dependent Children, Foster Care and Adoption
Assistance, Medicaid, and Food Stamps represent the basic safety net for children.
NACo therefore supports maintaining the federal entitlement for these programs.

o Beyond this level of protection the federal government must provide the
flexibility to tailor programs to meet local needs. Many of the restrictions in the
legislation passed by the House of Representatives go egainst the concept of state and
local flexibility, and have the added consequence of hurting children. These include the
family caps, the elimination of eligibility for teenage parents and their children, and
reducing benefits to children who have not had paternity established even in cases when
the parent is cooperating with the state. NACo supports a different approach to these
issues, such as encouraging teenage parents to live with a responsible adult and providing
funding for enhanced case management.

10 Frst Sirset NW
rastungton, OC 20001-2080
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o Another matter of great concern to counties is the denial of benefits to legal
immigrants. We believe that this prohibition is unfair to taxpaying legal residents and
will result in considerable cost shifting to local and state governments. Los Angeles
county, which has the highest concentration of immigrants in the country, has estimated
that the denial of Aid to Families with Dependent Children and Supplemental Security
Income would represent over $500 million a year in additional general assistance costs,
and this figure does not even include the added cost of denying Medicaid eligibility.

o While NACo gencrally supports the concept of time-limited assistance we also
firmly believe that in order for it to work, there have to be jobs, education and training,
and support services available. One of the most basic needs is affordable child care.
Neither individuals nor counties and states should be penalized for their failure to move
people off the welfare rolls when jobs and child care are not available,

0 Arbitrary participation requirements such as those included in the House bill are
excessive and counterproductive. Instead, NACo supports mutually negotiated outcome
measures in which states are judged by their progress toward achieving these goals. We
are also concerned about the bill’s definition of required work activities and believe that
these should be determined at the state and local level based on the individual’s skills and
training needs.

o Poorly funded block grants and cuts in benefit eligibility will force county and
city governments to bear the unshared cost of caring for families and dealing with the
unintended consequences such as increased homelessness, medical expenses, hunger, and
crime. If block grants are established, it is imperative that local governments be involved
in planning the design and delivery of services that meet the particular needs of local
communities. I, therefore, urge you to include language in your bill that provides for a
local government role in this process. Block grants also must include adequate time for
implementation and some formula for increases, particularly in cases of economic
downturns.

0 NACo believes that there arc a number of categorical programs that could be
consolidated to allow for a single funding source. One such area could be a child
welfare services block grant that includes the Family Preservation and Support Program,
Child Abuse State Grants, and the Title IV-B Child Welfare Services.

0 NACo opposes the cap on Medicaid as it will cause a cost shift to the private
sector and to local level governments, particularly counties, and also not-for-profit and
profit hospitals.
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o I cannot emphasize enough, however, the need to keep the IV-E Foster Care
and Adoption Assistance, administration and training as an individual entitlement.
These program are designed to protect our most vulnerable children and provide them a
safe an nurturing out-of-home placement. A capped block grant will result in higher
caseloads and could put these children in even greater risk.

.In closing, I urge you to consider the cumulative effect of all the changes included
in the House bill and whether county and state governments can absorb all these changes
at once.. One such example is the change in the definition of child disability in
Supplemental Security Income (SSI). Consider a child who is on SSI but is in out-of-
home care due to abuse or neglect. If that child loses SSI eligibility, the cost will be
shifted to the foster care system. If foster care is also put in a block grant, this will be an
additional burden to counties and states.

I know that you share many of the concerns that I have raised in this letter and

understand that the Senate may remove some of the more onerous restrictions from the
House bill. I am available to discuss these issues with you in greater detail.

ly,

G;?% Frbta_

President

O
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