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THE WHITE HOUSE 
W A S H I N G T O N 

January 14, 2000 

MEMORANDUM FOR THE P DENT 

FROM: 

SUBJECT: 

Bruce Reed 
Cynthia Rice 

Second Chance Homes 

We understand Jane Fonda would like to talk to you about second chance homes. Ms. 
Fonda has been very involved in teen pregnancy prevention efforts, and is the founder of the 
Georgia Campaign for Adolescent Pregnancy Prevention. 

Background on Second Chance Homes 

As you know, the 1996 vvelfare law included a provision you championed to require , 
unmarried minor parents to attend school and live with a parent, guardian or adult relative in 
order to receive TANF, unless these options are not available or appropriate. For teens unable to 
live at home or with relatives, states must provide access to an adult-supervised and supportive 
living arrangement such as a second chance home. States can use TANF funds to pay for these 
homes. 

To date, several states (including Massachusetts, Nevada, New Mexico, Rhode Island, 
and Texas) have statewide second chance homes programs, and at least 16 states have local 
programs. Rough estimates show that current programs are serving about 1,000 teen mothers 
each year. 

What More We Can Do 

This fall, we began to consult with experts about what more we could do to encourage 
second chance homes. (One of these experts, Kathleen Sylvester, formerly of the Progressive 
Policy Institute, has also been working with Fonda, which may have prompted this call.) Fonda 
may be calling to urge you to do more in general on second chance homes; or she may be urging 
you specifically to include new funding in your budget. . 

In general, we do not think funding is an obstacle to the expjinsion of second chance 
homes. States currently have $4.2 billion in unobligated TANF funds, or 11 percent of the total 
awarded, that they could devote to these efforts. Thus, we did not recommend to you any new 
spending in the FY 2001 budget. 
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However, there are several very helpful steps we believe we could take by executive 
action, and once the budget is completed, we were planning to work with HHS and HUD to 
develop such a package, which we belieye could include: 

Issue HHS guidance to states making clear how they can use TANF and other federal 
funds for second chance homes. In our experience, guidance like this often spurs action 
by providing reassurance to state budget officials and fodder for state advocates. 

^S|2. Direct HUD to make certain surplus properties available, at a 50 percent discount, to 
nonprofit groups that want to purchase them to create second chance homes. Since 
TANF funds cannot be used to purchase property, this action would provide another way 
to subsidize such purchases. (It is not necessary to purchase property in order to run a 
second chance home, of course - TANF funds may be used to rent property for such 
homes - but this action would provide additional options.) 

^ ^ 3 . * Direct HHS to use existing evaluation funds to research the impact and effectiveness of 
these programs. We believe more states and communities will be willing to put homes in 
place if there is more concrete evidence of their effectiveness in helping teen parents 
become self-sufficient and prevent additional out-of-wedlock births. 

Note that we have not yet vetted these ideas with the agencies, but plan to very shortly. 

Support for Second Chance Homes 

There is widespread political support for second chance homes. Senator Moynihan and 
Senator Bradley have both proposed new funding for second chance homes (Moynihan at $45 
million a year and Bradley at $300 million a year). Governor Bush, as part of his faith-based 
platform, said he would provide a block grant to states (amount unspecified) for pilot maternity 
homes. 



THE WHITE HOUSE 

W A S H I N G T O N 

Aprils, 1999 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 

SUBJECT: Secretary Shalala's Report on Welfare Reform 

Following your recent conversation with Secretary Shalala about welfare reform, she has 
provided the attached summary of the impacts and implementation of reform. This report pulls 
together evidence from many of studies we have described before, providing a helpful 
comprehensive summary. The report urges you to make your FY 2000 budget and other 
proposals to help low income working families a high priority. Her key points include: 

Research Evidence 
• Employment: There is solid, consistent evidence ~ both from evaluations of state welfare 

reform demonstrations and national data ~ that welfare reform has led to increased 
employment and earnings for welfare recipients. State studies show employment 
increases between 7 and 29 percent, and earnings increases of 16 to 27 percent. The 
employment rate of previous-year AFDC adult recipients increased from 19 percent in 
1992 to 25 percent in 1996, and jumped to 32 percent in 1997. 

• Family income: When earnings are combined with the EITC and other benefits, families 
who go to work should have more income than if they remain on welfare. For example, 
in the average state, a women with two children would be better off working 20 hours a 
week than she would be on welfare. At the same time, there is some eariy evidence that 
some of the most disadvantaged families may be losing income. 

• Child outcomes: There are no early indications that rates of foster care or child abuse 
have increased as a result of welfare reform. For example, a recent study from Wisconsin 
found 5 percent of former welfare recipients (19 families) had a child live with someone . 
else because they couldn't care for them after leaving welfare, but almost as many 
respondents (16) said this had happened to them before they left welfare. Maryland 
found that only 3 children (all in one family) had been placed in foster care out of a 
sample of 1,810 children in families who had left welfare. 

• Food Stamps and Medicaid: As you know, enrollment in Food Stamps and Medicaid has 
fallen recently for a variety of reasons. The memo reviews the possible explanations but 
does not have definitive explanations for these trends. We continue to work closely with 
HHS and USDA to better understand the factors contributing to these trends and to ensure 
that the federal and state agencies are doing everything possible to make sure those who 
are eligible for these benefits continue to receive them. 



• Legal immigrants: The memo underscores the importance of our current budget 
initiatives to restore benefits to vulnerable legal immigrants. 

State policy choices 
• Across the country, there has been a strong and pervasive shift towards encouraging, 

requiring, and supporting work. Most states require parents to engage in some form of 
work sooner than the 24 month federal requirement ~ 23 states require immediate 
participation in work - but they have flexibility to define what counts as work for this 
purpose. The memo indicates that Pennsylvania is the only state that treats this work 
requirement as a strict time limit that could lead to terminating families from assistance. 

• There is significant variation in state use of sancfions, time limits, and diversion. Thirty 
eight states terminate assistance for families not cooperating with work requirements 
(typically cutting off benefits after several infractions, and restoring benefits to those who 
subsequently comply), while the remainder reduce benefits. Eight states have chosen a 
lifetime time limit shorter than five years, while five states plan to use state fiands to 
extend benefits beyond the federal five year time limit and another five plan to impose 
time limits on adults only. It is too early to determine the impact of time limits since only 
a small fraction of recipients have reached them. Many states are experimenting with a 
variety of strategies to divert families from receiving cash assistance by providing lump 
sum emergency payments and other supports and requiring an applicant to search for a 
job before receiving assistance. 

• States are in varying stages of designing strategies for and making investments in helping 
long-term recipients move from welfare to work and succeed on the job. The challenge is 
to convince states to invest unspent TANF funds on these adults. 

The Unfinished Agenda 
To make work pay and ensure the long-term success of welfare reform, Secretary Shalala 
encourages you to focus on three issues: 

• Help low income families retain their jobs and find better ones by: enacting your 
initiatives to expand child care, raise the minimum wage, and maximize access to 
Medicaid and CHIP; making Food Stamps more accessible for working families; and 
through the TANF rule, encouraging states to help working families with transportation, 
child care and other supports. 

Invest in all families, including the hard-to-serve by: reauthorizing DOL's Welfare-to-
Work program, encouraging states to invest TANF funds in hard-to-serve populations as 
well as non-custodial fathers, and resisting efforts to cut the TANF block grant. 

Treat legal immigrants fairly by enacting our new proposals to restore additional 
disability, health and nutritional benefits and by releasing guidance on public charge. 



THE WHITE HOUSE 

W A S H I N G T O N 

October 21, 1998 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 
Andrea Kane 

SUBJECT: Minority Welfare Caseloads 

You asked us to evaluate recent reports that African-American and Hispanic families are 
leaving welfare more slowly than whites, and to consider what more we could do to ensure all 
welfare recipients are making the successful transition from welfare to work. Here is a brief 
summary of the trends, along with some new ideas we are developing for consideration in your 
FY 2000 budget. 

I, Caseload Trends 

We have worked closely with NEC, CEA, 0MB, HHS, and the Census Bureau to 
examine the most recent welfare caseload data (generally through 1997). As detailed in the 
attached tables, the data show: 

1. Most of the changes in the welfare caseload can be attributed to changes in the 
composition of the population as a whole - specificallv. population grovŝ h explains neariv 
two-thirds of the difference in caseload decline between Hispanics and whites and nearly 
half the difference between blacks and whites. 

Since 1994, the number of welfare cases has indeed dropped more among whites (26 
percent) than among blacks (18 percent) and Hispanics (9 percent). However, when population 
growth is taken into account, the difference narrows dramatically. The rate of welfare 
dependency has dropped sharply for all populations - by 26 percent among whites, 21 percent 
among blacks, and 20 percent among Hispanics. In other words, minorities are leaving or staying 
off welfare at nearly the same rate as whites, but make up a growing share of the welfare 
population because they make up a growing share of the population as a whole. [See Table 1.] 

2. The difference in caseload decline is even narrower among adults. Since 1994, the adult 
rate of welfare dependency has declined bv 30% among whites. 26% among blacks, and 
24% among Hispanics. 

Child-only cases ~ which are decreasing more slowly because they are not significantly 
affected by welfare reform efforts to move recipients from welfare to work ~ are 
disproportionately minority. The child-only caseload includes citizen children bom to illegal 
immigrants, children whose parents receive SSI, and children living with relatives who are not on 
welfare. [See Table 2.] 



The composition of the welfare caseload has changed gradually over time, largely driven 
by population changes. The composition of the adult caseload has not changed significantly since 
1994; the most recent national data shows it is now 37 percent white, 37 percent black, and 21 
percent Hispanic. [See Table 3.] 

3. There is encouraging evidence that the employment rates of minority welfare recipients are 
catching up with the employment rate for whites. Between 1996 and 1998, the percentage 
of all prior year welfare recipients who were employed in the next year increased by 28%. 
The increase was highest for Hispanics (49%), followed by blacks (44%) and whites (5%). 
[See Table 4.] 

4. Recent trends in marriage and teen illegitimacy rates could exacerbate the increasing 
proportion of Hispanic families on welfare. While the proportion of never-married single 
mothers is increasing for the entire population, the rate of increase is largest for Hispanic 
women. Also, the birth rate to unmarried teenagers is increasing for Hispanics while 
declining for whites and blacks. [See Table 5.] 

5. To keep racial disparities from emerging as a problem down the road, we should do all we 
can to break the cycle for long-term recipients, who are disproportionately minority. 
Minorities are more likely than whites to be on welfare in the first place, and more likely to 
end up as long-term recipients once they go on the rolls. Blacks and Hispanics on welfare 
tend to have lower educational levels, marriage rates, and larger families than whites, and 
are more than twice as likely to live in central cities and areas of concentrated poverty. 
Hispanics also have less recent work history than whites or blacks. [See Table 6.] 

n. What We Can Do 

We will continue to monitor caseload trends and keep you informed. While initial press 
reports may have overstated disparities so far, these data underscore the importance of focusing 
our efforts on the hardest cases, which are disproportionately minority. Many of our existing 
welfare-to-work initiatives already target this population, but we also are developing some new 
proposals for your consideration in next year's budget. 

A. Current Initiatives 

As you know, you have put forward many initiatives to help the hardest-to-serve welfare 
recipients and those living in concentrated areas of poverty. Many of these initiatives were 
implemented in 1998, too late to influence 1994-1997 trends outiined above. 

• The $3 Billion Welfare-to-Work Fund you fought for in the Balanced Budget Act 
is designed specifically to help long-term welfare recipients (and non-custodial 
parents) in high-poverty areas obtain jobs and move up a career ladder. While it is 
too early to have demographic data on the individuals served by these funds, the 



distribution formula and individual eligibility criteria ensure that most of these 
funds will be spent on minorities. The first of these funds were awarded in January 
1998 and are just now starting to provide individual services. 

• Welfare to Work Transportation Funds enacted in the TEA-21 transportation 
reauthorization bill will help welfare recipients and low-income workers get to 
where the jobs are, often in suburban areas not served by public transportation. 
The omnibus budget bill includes $75 million for this year. 

• Welfare-to-Work Housing Vouchers we've proposed will help families in isolated 
urban or rural areas move closer to job opportunities. Congress has funded our 
request for 50,000 vouchers. 

• Community Empowerment Initiatives. The Administration's Community 
Empowerment initiatives ~ empowerment zones, enterprise communities, 
BrowTifields, CDFIs ~ vAll spur economic development and job creation in 
distressed neighborhoods and help address the geographic isolation faced by 
minorities on welfare. 

B. New Initiatives 

In preparation for next year's budget, we are developing a number of options to address 
the particular challenges faced by minorities in making the transition from welfare to work: 

• Increasing Investments in English-Language and Literacy Training. We hope to 
recommend targeted new investments in two areas that directly affect minority and 
long-term recipients: learning English and learning to read. This could be done by 
expanding existing Department of Education adult education programs, or better 
yet, by dedicating Welfare-to-Work funds for job-related literacy and ESL 
programs, provided either in the workplace or by community organizations 
preparing individuals for employment. 

• Expanding Work-Related Drug Treatment. Since many of those remaining on 
welfare suffer from drug or alcohol dependencies, we are exploring ways to 
provide drug treatment for those who agree to go to work. 

• Targeting Welfare-to-Work Funds to the Toughest Areas. While the current 
Welfare-to-Work formula favors high-poverty areas, we are going to examine 
whether the funds could be even more targeted. 

• Increasing Work and Child Support Among Noncustodial Fathers. We may be 
able to attract bipartisan support for an effort to help states increase the 
employment and child support payments of noncustodial parents. 



Minority Caseloads Analysis and Tables 

Table 1: Population-Adjusted Change in Rate of Welfare Dependency 

Since 1994, the number of welfare cases has dropped more among whites (26 percent) 
than among blacks (18 percent) and Hispanics (9 percent). However, when population growth is 
taken into account, the difference narrows dramatically. The rate of welfare dependency has 
dropped sharply for all populations ~ by 26 percent among whites, 21 percent among blacks, and 
20 percent among Hispanics. Specifically, population grov l̂h explains nearly two-thirds of the 
difference in caseload decline between Hispanics and whites and nearly half the difference 
between blacks and whites. 

Table 1: Change from 1994 to 1997* 

Race/Ethnicity Number of Welfare 
Cases 

Population 
Aged 15-49 

Rate of Welfare 
Dependency (caseload 
adjusted for population) 

White -26% -0.1% -26% 

Black -18% 4.4% -21% 

Hispanic -9% 13.0% -20% 

* National data is only available through June 1997. We do not yet have more recent data, or state-specific data, that 
we consider accurate. In July, The New York Times reported more recent data provided by some states, but HHS 
believes that data, particularly for New York and California, may contain significant reporting errors due to states 
implementation of the new TANF data reporting system. The trends in population aged 15-49 are used here because 
this is the population group most likely to be a welfare head of household, whose race/ethnicity would be counted when 
tallying the case demographics. 

Table 2: Population-Adjusted Aduh Rate of Decline 

The difference in caseload decline among groups is even narrower for adults. Child-only 
cases are decreasing more slowly than the overall welfare caseload and are disproportionately 
minority; in fact, between 1994 and 1997 they increased (though they declined slightly between 
1996 and 1997). Child-only cases are those in which the parent or adult is not part of the case, 
(e.g., adult is not a citizen but the child is; child is being cared for by a relative who is not part of 
the case; parent receives SSI rather than welfare). Therefore, child-only cases are not significantly 
affected by welfare to work efforts. After adjusting for population growth, the rate of welfare 
dependency for aduhs (percent of 15-49 year old population on welfare) has declined 30% among 
whites, 26% among blacks, and 24% among Hispanics. 



Rate of decline 
for all cases 

Rate of 
increase for 
child-only 
cases 

Rate of decline for 
adult-headed cases 

Population-
adjusted rate of 
welfare 
dependency for 
adult cases 

White - 26% 7% - 30% - 30% 

Black -18% 3% - 23% - 26% 

Hispanic - 9% 9% - 15% - 24% 

•National data is only available through June 1997. 

Table 3: Racial Breakdnv̂ m of Aduh Cases 

The composition of the welfare caseload have changed gradually over the past 25 years, 
driven largely by population changes. Despite differing rates of caseload decline since 1994, the 
composition of the adult welfare caseload has remained relatively constant. 

Table 3: Racial Breakdown of Adult Cases 

Race/Ethnicity 1994 1997* 

White 40% 37% 

Black 36% 37%. 

Hispanic 19% 21% 

•National data is only available through June 1997. 

Table 4: Emplovment Rate of Welfare Recipients 

There is encouraging evidence that the employment rates of minority welfare recipients 
(people on welfare in one year who were working the following year) are catching up with the 
employment rate for whites. 

Race/Ethnicity 1996 1998 Percent Change 96-98 

White 36% 38% +5% 

Black 23 % 33 % +44% 

Jiispanic 19% 29% +49% 

All Recipients 27% 34% +28%) 



Table 5: Trends in Marriage Rates and Births 

The trends in marriage rates and births to unmarried women could exacerbate the 
increasing proportion of Hispanic families on welfare. While the proportion of never-married 
single mothers is increasing for the entire population, the rate of increase is largest for Hispanic 
women. Also, the birth rate to unmarried teenagers remains much higher for blacks and Hispanics 
than for whites. While the rate is decreasing for blacks and slightly for whites, it continues to 
increase for Hispanics. For example, between 1991 and 1996, the rate of births to unmarried 
teenagers decreased \S% for blacks and 4% for whites, but increased 3%i for Hispanics. 

1992 1997 % Change 

% of all single mothers who were never 
married 

30% 35% +17% 

Never-married single mothers by race/ethnicity: 

White 17% 21% +24% 

Black 51% 55% +8% 

Hispanic 33% 42% +27% 

Table 6: Characteristics of Minorities on the Caseload 

Minorities on welfare are more likely to have characteristics associated with long-term 
welfare recipiency. Blacks and Hispanics on welfare tend to have lower educational levels, 
marriage rates, and larger families than whites, and are more than tv^ce as likely to live in central 
cities and areas of concentrated poverty. Hispanics also have less recent work history than whites 
or blacks. 

Table 6: Characteristics ol f AFDC/TANF Recipients by Race/Ethnicity* 

TOTAL WHITE BLACK HISPANIC 

% without HS diploma 43% 30% 43% 64% 

% never married 47% 33% 69% 43% 

> 2 children. 29% 20% 33% 39% 

Worked during the year 45% 49% 48% 33% 

Live in area w/ poverty 
rate > 20%) 

48% 29% 67% 58% 

Live in central city 49% 29% 68% 60% 

•These data are from the March 1998 Current Population Survey, showing characteristics of recipients in 1997. 

Minorities are more likely to be long-term welfare recipients. For example, in 1997, 20 
percent of blacks on welfare had been on the rolls for at least five continuous years, compared to 
19 percent for Hispanics and 14 percent for whites. 
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T H E WHITE H O U S E 

W A S H I N G T O N 

February 5, 1998 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED 

SUBJECT: SECRETARY SHALALA'S REPORT ON WELFARE REFORM 

The attached memo from Secretary Shalala provides a good update on welfare reform. 

Among the most interesting findings: 

The stunning caseload drop continues - 2.4 million in the first 13 months of the 
new law. Twenty one states have dropped by 25 percent or more in that time. 

There has been no "race to the bottom" ~ states are spending more per recipient 
than in 1994. All states are meeting the maintenance of effort requirement we 
fought for in the welfare law, and 20 states are exceeding it. 

Many more recipients are now working. State evaluations show a substantial 
increase in the share of people who leave welfare for work (from 45-50 percent 
under AFDC to up to 60 percent now), even as record numbers leave the rolls. . 

There is little evidence of hardship among those who are sanctioned for not 
meeting program rules. Only nine states have adopted lifetime limits of less than 
five years. 

Forty states have enacted policies to make work pay, generally by increasing 
earnings disregards so families can keep their welfare subsidy while earning more. 

. About a half dozen states (CA, NY, MD, OH, FL, CO, NC) are devolving key 
decisions to the counties. 

Something not mentioned in the memo, but discovered from the new state financial data, 
is that seventeen states have created state-only welfare programs to which TANF work 
requirements and time limits don't apply. 

I 
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Chart 1: RECIPIENT COUNT DOWN 2.4 MILLION 
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Chart 3: Earnings Disregards 
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Chart 6: Age of Youngest Child 
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THE WHITE HOUSE ^ ^ 

W A S H I N G T O N 

July 24, 1997 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED 
CYNTfflA RICE 

SUBJECT: NEXT WEEK'S SPEECH ON STATE WELFARE REFORM EFFORTS 

On Monday, July 28th, you will speak to the National Governors' Association in-Las 
Vegas. We believe your speech is an opportunity to make a major statement on welfare reform 
one year after you signed the new law into effect and four years after you began to reform welfare 
by granting waivers to the states. You are scheduled to follow this speech with a Welfare to 
Work Partnership event on August 12th with several hundred business leaders in St. Louis who 
will accept your challenge to hire welfare recipients. 

We thought that in the NGA speech you could provide a statement of the principles and 
values that have guided welfare reform. You could discuss the importance of work and 
responsibility, of requiring both parents to support their children, and also of teaching teenagers 
that staying in school and avoiding parenthood are the right things to do. You could talk about 
the new role of welfare workers: not to dole out checks, but to assist welfare recipients in meeting 
the challenge of joining the workforce. And you could talk about the need to support work ~ to 
make sure it pays better than welfare ~ through the minimum wage, EITC, child support, and 
investments in health care, child care, and transportation. 

We also thought that in the NGA speech you could turn the spotlight on the states: to 
underscore the successes — but also point out some of the shortcomings ~ of state welfare reform 
efforts. You could emphasize that while we have much to be proud of, we cannot rest on our 
laurels. Instead, states must seize the opportunity to use savings fi"om declining caseloads and the 
growing economy to put even more people to work. Many states are investing new funds in child 
care, transportation, and other welfare-to-work efforts; others are diverting savings to other parts 
of their budgets. We thought you could praise those who are doing the right thing, and scold, 
though not by name, those who are not. Overall, we hope in this speech that you could send a 
signal that we intend to hold states accountable for their actions. 

Finally, you could include an update on education standards in the speech, probably 
referring to the announcements you will have made on Friday of the big city school districts that 
have agreed to adopt the new tests. 

5 
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The State of the States 

As you know, welfare reform began long before last August, with the waivers we granted 
to 43 states to allow them to impose tough work requirements and time limits and provide 
incentives to make work pay better than welfare. Under the new law, nearly 90 percent of these 
states have chosen to continue or build upon their waivers. Many of these states have intensified 
their efforts, either expanding small demonstration projects state-wide or leveraging additional 
financial or community resources for welfare to work efforts. Other states are simply in a holding 
pattern, postponing changes because of political conflict (i.e.. New York and California) or for 
other reasons. Here's a summary of some of the interesting trends we've uncovered. 

Child Care: Efforts to expand child care are widespread. Because of the additional $4 
billion we secured in the welfare law, all states are receiving more federal funds, which they must 
match with their own dollars. About half the states are increasing their spending beyond what is 
needed to match the new federal funds. Some states are adding quite a bit more: Wisconsin is 
adding $160 million, Illinois is adding $100 million, and Florida is adding $23 million in new funds 
and shifting $60 million from the welfare block grant to child care. A new paper by the 
Progressive Policy Institute praises Illinois, Michigan, and Washington for establishing "seamless" 
child care systems which provide subsidies for all workers below a certain income, whether 
they've been on welfare or not. (There's a growang concern that some states are short-changing 
the working poor by giving former welfare recipients priority for child care subsidies. Creating a 
universal, income-based system avoids that problem.) 

Transportation: Several states have developed strategies to ensure welfare recipients have 
the transportation they need to get to work. Kentucky is now implementing an initiative to ensure 
that transportation is available in all areas of the state. Connecticut is earmarking $2.2 million of 
its TANF funds for new transportation services for welfare recipients. New Jersey has announced 
a $3.7 million initiative to move Work First New Jersey participants to work. In May, the 
Department of Transportation worked with NGA to award planning grants to help 24 states 
develop transportation strategies to support their welfare to work efforts. 

Welfare to Work Programs: Neariy all state welfare-to-work programs include the 
traditional elements: job search, training, education, community work experience, and placement 
in unsubsidized jobs. But now, according to a new survey by NGA, 36 states are using welfare 
checks to subsidize private jobs, although mostly on a small scale. Twenty-seven states have 
"upfront diversion" programs which provide job search assistance or emergency cash grants to 
help prevent people from going on welfare. Several states (Maryland, Pennsylvania, Florida) 
provide tax incentives to companies that hire welfare recipients. In many states, the governor and 
other elected officials are reaching out to the business community to forge new partnerships. In 
Nevada, the state has set a goal for new casinos to set aside 10 percent of all positions for former 
welfare recipients. 



Diverting Welfare Savings for Other Uses: Not all states are investing welfare savings in 
child care, transportation, or other welfare to work efforts. According to the Progressive Policy 
Institute, Ohio is actually cutting state spending on child care and is using some of its savings 
from lower welfare caseloads for tax cuts (the state protests that, with the infusion of federal 
dollars, it is still spending more overall on child care than before). In Connecticut, the governor 
proposed and the legislature enacted a plan which uses federal TANF dollars to replace existing 
state social services spending. In Texas, the state spent less than one-third of its surplus from 
declining caseloads on welfare to work programs; the rest was used on state programs previously 
fijnded by state dollars. 

Child Support Enforcement: As you know, we have made progress in child support 
enforcement, increasing collections by 50% from 1992 to 1996. Last year's welfare law included 
tough new measures to help states track deadbeat parents across states lines. To date, however, 
many states have not enacted all the state laws needed to put these tough new measures into 
place. According to HHS, one state ~ Idaho - has not enacted any of the new child support 
provisions required by the new federal law. Moreover, nine states ~ including California, which 
has 22% of the nation's welfare caseload ~ will likely not make this October's deadline to put in 
place new child support computer systems. We think that in your speech you should underscore 
the need for prompt state action in these areas. 

- 3 -



THE WHITE H O U S E 

W A S H I N G T O N 

February 17, 1997 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED 
LYN HOGAN 

SUBJECT: Welfare Caseload Statistics 

We have been working with HHS to compile a series of estimates which you may find 
useful as you talk about the challenges ahead in welfare reform. The numbers are daunting, but 
not as impossible as you might think. 

I. Caseload Reduction, 1993-96 

When you took office, there were 14.1 million people on welfare, including nearly 5 
million adults. By October 1996 (the latest figures available), the caseload had dropped to 11.9 
million people, fewer than 4.3 million of them adults. The 2.25 million decline (a 16% 
decrease) is the largest caseload drop in history. 

The decline is even more striking when you consider that the caseload did not peak until 
March 1994, when it reached 14.4 million (5.1 million adults). The caseload dropped 18% 
between March 1994 and October 1996. 

If these trends hold, the total decline from January 1993 to January 1997 should be more 
than 2.5 million people and between 900,000 and 1 million adults. 

No studies have been done to determine how much of the recent caseload decline is due 
to a good economy and how much to state welfare reforms. Historically, the food stamp 
caseload has closely tracked the business cycle, but the welfare caseload has not. More than half 
the welfare caseload has never worked; an economic downturn is not what landed them on 
welfare. A CRS study of the surge in welfare rolls during the Bush years attributed most of the 
increase to the rising number of births to never-married mothers, not the 1990 recession. 



Over the last four years, the largest drops have come in states with the most aggressive 
welfare reform experiments - including 40% declines in Wisconsin and Indiana. The past four 
years have been a time of unprecedented state experimentation in welfare reform, and all the 
tough talk from Washington on down has probably had some behavioral impact as well. (The 
caseload drop was sharpest during the three-month period around the signing of the welfare law, 
even though no recipient was affected by the new law during that period.) 

Still, it would be a mistake to give welfare reform all the Credit for caseload changes over 
the past four years. Virtually every state with a vigorous statewide effort has cut caseload by a 
quarter or more. But some states did little or nothing to reform their welfare systems, and others 
experimented in only a few counties. 

Four states had caseload increases between January 1993 and October 1996: Alaska, 
Hawaii, New Mexico, and most important, California, which has 20% of the national caseload. 
In each state, a mix of factors is at work: None of them has done much statewide on welfare 
reform, and each has experienced population growth. California was late to join the economic 
recovery, and leads the nation in child-only cases ~ U.S.-citizen children of illegal immigrants 
who are eligible for welfare because they were bom here. 

II. Key Facts about the Caseload 

Family Size: The average size of a.welfare family is 2.8 people. Moving 360,000 adults 
off welfare will reduce the caseload by 1 million people. 

Abie-Bodied Recipients: HHS estimates that 80-90% of adult welfare recipients are ' 
capable of joining the workforce. The other 10-20% are considered unable to work because of 
health, age, or severe mental or physical disabilities. 

III. Meeting the New Work Requirements 

Under the new welfare law, every able-bodied adult is supposed to work within 2 years of 
receiving benefits. (About 35% of current recipients have been on the rolls less than 2 years.) It 
is up to the states whether to enforce that requirement. The only enforceable federal 
requirements are the 5-year lifetime limit on federal benefits and the work participation rates. 

Time Limits: Every welfare recipient now has a 5-year lifetime clock, which begins 
ticking when a state's new plan is certified complete, and stops every time the recipient goes off 
welfare. States can exempt 20% of the caseload from the 5-year limit, and use state dollars to 
exempt others if they choose. Most recipients will take longer than 5 years to reach the 5-year 
limit, because all but the permanent underclass (about a quarter of recipients) cycle on and off the 
caseload. Until we have a national time clock - which was envisioned in our 1994 bill but not 



included in the final law - some recipients also may be able to circumvent the lifetime limit by 
moving from state to state. 

Work Participation Rates: Under the new welfare law, states must have 25% of their 
adult caseload in work activities in 1997, 30% in 1998, 35% in 1999, 40% in 2000, 45% in 2001, 
and 50% in 2002 and beyond. But states get credit for people they move off welfare altogether 
in the meantime. If a state's caseload has dropped since FY1995, the state's work participation 
rate is reduced accordingly. Effective work rates for this year arid beyond have already been 
reduced 8% nationwide by recent declines in the caseload. (Many states have lowered their 
caseloads and their effective work rates by twice that much. A few haven't lowered their 
caseloads at all.) 

The following projections were calculated by HHS but are considered preliminary and are 
under review. About a quarter of the adult caseload is exempt for a variety of reasons, primarily 
the exemption for parents with children under one. By these estimates, states will be required to 
put 1 million adults into work activities by the year 2000, and 1.1 million by the year 2002. That 
number will be lower if caseload declines are greater than projected. (The current caseload is 
already slightly smaller than the FY2000 projection.) 

FY 95 FY 96 FY 2000 FY 2002 
(projected) (projected) 

Average monthly caseload 4.9 piillion 4.5 million 4.3 million 4.0 million 

Non-exempt adult caseload 3.3 million 3.2 million 2.9 million 

Work participation rate 40% 50% 

Caseload reduction from '95 , 6.7% 8% 12% 

Effective work participation rate 32% 38% 
(minus caseload reduction) 

Total number of adults required to work 1 million 1.1 million 
(Effective work rate multiplied by non-exempt caseload) 

Only a portion of the I million would be in subsidized work programs in the private or 
public sector. States can count vocational education as "work" toward a fifth of its participation 
requirement. Several states may raise their earnings disregards so that they can count more of the 
working poor toward their participation rates. 



We will ask HHS to run these numbers on a state-by-state basis as well. By these 
estimates, New York State, with more than 9% of the national caseload, will have to place 
around 100,000 in work by the year 2000. 

IV. Hiring Power in the U.S. 

There are 826,000 U.S. businesses with more than 20 employees. 

There are 135,119 congregations with more than 200 members, and 205,583 
congregations with more than 100 members. 

There are 1.1 million nonprofit organizations (not including congregations). 

We will run these numbers on a state-by-state basis as well. 

V. Miscellaneous Statistics 

State Plans: So far, 42 states have submitted their new state plans to HHS under the new 
law. Of the 42, HHS has certified 35 complete (including New York). 

Work Supplementation: As of August 22, 1996, when you signed the welfare law, 11 
states had received waivers to modify work supplementation rules. Oregon and Missouri 
pioneered this concept. Most of those waivers sought to combine AFDC and food stamp benefits 
to subsidize jobs. 

Out-of-Wedlock Births: The birth rate for unmarried women dropped 4% in 1995, the 
first decline in 19 years. The proportion of all births to unmarried mothers declined slightly to 
32.0% in 1995, from 32.6% in 1994. Three years ago. Senator Moynihan predicted that the ratio 
would rise to 40% or even 50% over the next decade. 

Teen Pregnancy: The teen birth rate has declined four years in a row by a total of 8% 
between 1991 and 1995. Half a million teenagers 15-19 give birth every year. Moynihan wrote 
an op-ed last month criticizing us for taking credit for reducing teen pregnancy when the 
illegitimacy ratio for teenagers actually rose (from 70% in 1992 to 72% in 1995). But the teen 
birth rate fell faster than the teen illegitimacy ratio went up, and the overall illegitimacy ratio has 
stopped rising. 

Child Support: Child support collections increased 50%, from $8 billion in 1992 to $12 
billion in 1996. 

Paternity Establishment: Paternity establishments have increased under the Clinton 



Administration from 554,637 in 1993 to 903,000 in 1995. 

Poverty: The number of people in poverty dropped by 2.9 million between 1993 and 
1995, after four straight years of increases. 

VL Other Questions 

Childless Adults: Most states do not provide welfare benefits for single, childless adults. 
This population will be hit hard by the 3-month time limit on food stamps. Our budget would 
restore their eligibility (unless they turn down a work slot), provide states with funds for 380,000 
new work slots, and make childless adults eligible for our expanded Work Opportunities Tax 
Credit, which gives employers a 50% credit on the first $10,000 in annual wages. 

Organizing CEOs: Eli Segal has drafted a strategic plan for a non-profit organization to 
recruit businesses to hire people off welfare. He will send us a copy after his board approves it 
next week. Eli will probably serve as president of the organization, with most of the CEOs you 
met as a governing board. 

Organizing Non-Profits and Religious Organizations: We have spoken with Maria 
Echaveste about the need for a fiall-time staffer in Public Liaison to organize religious 
institutions, non-profits, and businesses to move people from welfare to work. 



m Welfare Reform 

African-American and Hispanic voters are no less supportive of welfare reform than 
white voters. Indeed, Hispanics are nearly identical to whites in their priorities for change. 
Black voters focus more on policies that would help keep people off welfare in the first 
place - a campaign against teen pregnancy or day care subsidies for low income working 
families - but they are also strongly supportive of aggressive child support enforcement and 
"two years and work." 

The major findings are set out below: 

Unanimous support for two years program. There is virtually no opposition 
to a welfare reform program that expands job training and day care, but then 
cuts off welfare benefits after two years and requires people to work. 
Regardless of whether the plan is introduced as Congress' or President 
Clinton's, it gamers almost unanimous support - 88 percent in favor. There 
is little difference between races: blacks (82 percent favor), whites (88 
percent), and Hispanics (90 percent) overwhelmingly favor the plan. 

Democratic funding approach runs ahead of Republican alternative. Voters 
are more supportive of Democratic plans to cover reform costs with a 
combination of reducrioh in welfare rolls by making work pay more, cuts in 
welfare for the wealthy, and a crackdown on welfare fraud. When compared 
to the Democrats, the Republican approach of barring benefits to legal 
immigrants maintains support only among core Republican constituencies. 

Child support payments key to reform and financing. The public's top 
priority in welfare reform is a program of aggressive child support 
enforcement (65 percent single highest or top few priorities). They are much 
more likely to back a Democratic funding proposal that includes "strict 
enforcement of child support payments" (61 percent) than an alternative 
without such a program (51 percent). Republican women abandon the 
Republican financing proposal when the Democratic alternative includes a 
child support provision. 

Responsibility, individual accountability important to reform. There is little 
about the current system that voters want to maintain, and they are 
particularly supf)ortive of reforms and funding proposals that promote 
responsibility and accountability - such as sponsors taking responsibility for 
new immigrants or limiting benefits to drug and alcohol abusers. Minorities 
are strongly supportive of a national campaign against teen pregnancy. 



3 
Welfare Reform 

Perot voters eager for reforms. Welfare reform is popular with most voters, 
but Perot supporters are especially enthusiastic. Three quarters place "two 
years and work" in their top few priorities, compared to 63 percent of Bush 
voters and 59 percent of Clinton voters. Perot voters are supportive of almost 
every type of reform, resembling Democrats on day care subsidies but looking 
like Republicans on denying additional benefits to women who have children 
while on welfare. 



3 
Welfare Reform 

Eliminating benefits for legal immigrants is an attractive alternative for many swing 
voters. Indeed, more independents favor the proposal (71 percent) than Republicans (69 
percent). Even a majority of Democrats support the idea (56 percent). 

While voters find the GOP scheme attractive, they do not stay with it when 
contrasted with a Democratic alternative. When asked to choose between two approaches, 
the Democratic approach wins a majority each time. A Democratic alternative that includes 
aggressive child support enforcement runs far ahead of the Republican plan: 

Welfare for Wealthy/ Work Contrast Fraud/ Deadbeat Dad Contrast 

The Democrats pay for their reforms bv 
cutting welfare for the wealthy in the form 
of tax breaks and subsidies, and reducing 
the welfare rolls by making work pay with 
more tax breaks for the working poor. 

51 percent 

The Democrats pav for their reforms with 
spending cuts in other programs, by 
cracking down on welfare fraud and with 
strict eriforcement of child support 
payments from deadbeat dads. 

61 percent 

The Republicans pav for their reforms bv 
barring further welfare benefits to legal 
immigrants who are not American citizens. 

34 percent 

The Republicans pav for their reforms bv 
barring further welfare benefits to legal 
immigrants who are not American citizens.. 

27 percent 

The first approach (welfare for wealthy) breaks out largely along partisan lines, 
although nearly one-third of Republicans back the Democratic alternative. A bare majority 
of Perot voters also sides with the Democrats. When the Democratic approach includes a 
crackdown on welfare fraud and deadbeat dads, a plurality of Republicans back the 
Democratic approach. Most of this movement comes from Republican women - 53 percent 
back the Democratic plan (compared to just 27 percent on the first alternative). Perot 
voters back the deadbeat dad proposal by 62 to 24 percent. 

Voters are most concerned about the effects of denying benefits to legal aliens. The 
strongest arguments against the funding proposal focus on the costs of dealing with these 
people when they get sick (62 percent serious doubts) and the possibility of more hungry 
and homeless people in their communities (60 percent). Arguments dealing with 
constitutionality and the legal status of immigrants are strong but less effective. Groups that 
are most responsive to the arguments against denying benefits to legal immigrants are 
mostly non-college (74 percent, 46 percent high school or less) and disproportionately older 
(47 percent). A plurality (40 percent) are older non-college voters. 
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Welfare Reform 

Black and Hispanic voters have different top priorities than whites, but their overall 
agendas are similar. Blacks place the single highest priority on a campaign to end teen 
pregnancy (21 percent single highest priority) followed by child support enforcement (18 
percent). Hispanics split between two years/ job training (22 percent), a teen pregnancy 
initiative (20 percent) and fingerprinting (20 percent). Whites place their top initiatives as 
two years/ job training (20 percent) and child support enforcement (17 percent). 

Blacks vary somewhat in their overall rankings of die "two years and work" initiative. 
Child support enforcement is by far ranked number one (67 percent single highest or top 
few priorities), with day care subsidies (54 percent), finger printing (52 percent), teen 
pregnancy (52 percent) and "two years" (51 percent) essentially tied for second. 

Funding Alternatives 

There is strong support for all funding alternatives tested, including denying benefits 
to legal immigrants. Tested individually, most of the Democrat alternatives run ahead of 
the Republican plan - except the welfare for the wealthy provisions. But eliminating these 
tax breaks and subsidies is more popular with Democratic voters, and will help to 
consolidate support for the overall plan. Most of the other proposals are more popular with 
independent and Republican voters dian they are with Democrats, although Democrats 
provide at least majority support for each one. The proposals rank as follows: 

Percent 
Favor 

Require gamblers to pay withholding tax 83 

Require immigrant sponsors to take responsibility for those 
immigrants for 5 years 

77 

Deny benefits to new immigrants until they become citizens 73 

Limit benefits to drug and alcohol abusers 71 

Eliminate benefits to legal immigrants 64 

Eliminate tax breaks for annuities 62 

Cut farm subsidies for wealthy farmers 61 
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31 Welfare Reform 

Priorities for Welfare Reform 

Voters are clear in their top priorities for welfare reform ~ they want fathers to take 
responsibility for their children and they want people off the welfare rolls and into work. 
Other components of reform are grouped together, but there is a clear desire to eliminate 
the fraud voters associate with welfare and a call for individuals to take responsibility for 
their own lives: 

Percent 
Top Few 

Aggressive child support enforcement 65 

Expand job training and day care but cut off 
benefits after 2 years and require people to go to 
work 

63 

Strict measures like fingerprinting to make sure that 
people don't receive benefits in more than one 
locality 

51 

National campaign against teen pregnancy 48 

Stop additional benefits to women who have new 
children while on welfare 

48 

Day care subsidies for low income working families 48 

Require teen-age parents to finish school and live 
at home with parent or responsible adult 

45 

Child support enforcement is universally popular. There is almost no gender or 
partisan variation, although independents (71 percent top few priorifies) and Republicans 
(67 percent) are somewhat more supportive. The two years/ job training initiative is also 
strong among almost every group. Interestingly, Perot voters place it much higher in their 
top priorities (75 percent) than either Bush (63 percent) or Clinton voters (59 percent). 

Perot voters in general are more supportive of every reform, looking like Clinton 
supporters on day care subsidies (53 percent each top few priorities, compared to 42 percent 
of Bush voters), but looking like Bush supporters on denying additional benefits to welfare 
mothers who have new children (54 percent each, compared to 41 percent of Clinton voters. 
They are open to almost any type of reform that will change the system, including a program 
to stop teen pregnancy. 



A p r i l 20, 1994 

MEMORANDUM FOR MARY JO BANE 
DAVID ELLWOOD 
WENDELL PRIMUS 

From: Bruce Reed 
Kathi Way 
Jeremy Ben-Ami 

Subject: Comments on Memo f o r the President 

We have the f o l l o w i n g comments on the A p r i l 12 d r a f t of the 
C o n f i d e n t i a l memorandum: 

• Descriptions of the Tables i n f i r s t paragraph don't 
correspond t o what i s a c t u a l l y on the t a b l e s . 

• I s cost sharing a t 80/20 only f o r c e r t a i n p a r t s o f the 
package? P. 3 i n d i c a t e s f e d e r a l share of working poor c h i l d 
care would be $500 of $750 m i l l i o n ( 6 6 % ) . Also, Table 2 
bottom l i n e s do not look l i k e 80/20 - so discrepancy should 
be explained. 

• P. 2 - d e s c r i p t i o n of phase i n i n d i c a t e s t h a t 35 percent of 
the caseload would be i n mandatory education or t r a i n i n g . 
The d e s c r i p t i o n of what they are doing should be "engaged i n 
s t r u c t u r e d a c t i v i t i e s designed t o f i n d or prepare f o r work." 

• P. 2 - why i s d e f e r r a l group 29%? Of 89 percent not o f f 
w e l f a r e , wouldn't only 25 percent of them be deferred? 
Wouldn't t h a t be 22%? 

• P. 2 - E l i m i n a t i n g the JOBS-Prep money does not change the 
f a c t t h a t everyone must do something. Why wouldn't we 
continue the mandatory a c t i v i t i e s , but w i t h s e l f - r e p o r t i n g 
a t minimal cost, a l a Michigan? 

• P. 3 - as mentioned above, c h i l d care cost sharing does not 
match between Package 1 and 2. 

• P. 3 - d e s c r i p t i o n of Teen Pregnancy Grants should be 
rev i s e d t o r e f l e c t the p o s s i b i l i t y t h a t t h i s money could go 
t o a bold, new n a t i o n a l i n i t i a t i v e aimed a t a t - r i s k youth i n 
a t l e a s t 1,000 of the country's poorest schools. 



Febmary 17, 1994 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED 

THROUGH: CAROL RASCO 

SUBJECT: Welfare Reform Damage Control 

I . The Bad News 

In the wake of a series of damaging New York Times stories casting doubt on our 
welfare reform plans, Carol and I met with David Gergen, Rahm Emanuel, Susan Brophy and 
others to devise a strategy to start defining the welfare issue on our terms, and to ward off 
future leaks by getting our side of the story out first. We believe the recent dmmbeat of 
negative and misleading stories on this issue, which is apparently being fueled by opponents 
of welfare reform within the Administration, will seriously undermine our credibility if we 
don't get our spin out soon. 

Jason DeParle of the Times has already written a series of stories setting us up for 
failure: we can't end welfare unless we create 2.3 million jobs, we can't end welfare unless 
we tax the poor, we can't end welfare unless we find enough money to end homelessness as 
well, etc. Each of these arguments is a straw man, based on ideas we had no intention of 
doing in the first place. But DeParle is laying the groundwork for the conclusion that, as he 
wrote in the Jan. 5th article that prompted Moynihan's initial outburst, the Administration is 
planning a "sleight-of-hand strategy" on welfare, and isn't really serious about ending it. 

n . The Good News 

We're doing all we can to sniff out the leaks, but 0MB and HHS are circulating cost 
and financing estimates that will be hard to keep quiet — esp)ecially since we need to share 
them with several Cabinet members in preparation for a meeting week after next. Rather than 
wait for more bad leaks to come out next week, we would like to get a good story in another 
paper this weekend on our terms. 

Contrary to what you've been reading in the newspapers, we think we can put together 
a serious welfare reform bill with offsetting savings that should satisfy Moynihan, the 
governors, and others who care about this issue, and give you a real chance to end welfare. 
As you've always said, the key to this whole thing — and the story we would like to get out 
— is phase-in. All the major questions — where to find the money, how to get the states 



on board, and most important, how to make the program work — turn on this issue. 

If we phase time limits and the work program in too quickly, the states will revolt, the 
left and labor will go nuts, Congress will get cold feet, and even if we got our way, we might 
well create another CETA. We don't have the money for such a rapid phase-in, and neither 
do the states. On the other hand, if we phase it in too slowly, and spread a little money over 
a large portion of the welfare population, our reforms will fail and we won't learn anything. 
States will tiptoe ahead as they have done with the Family Support Act, and most of the 
caseload won't notice the difference. 

In light of these considerations, HHS and 0MB are working on a cost and financing 
document that is based on a phase-in that is targeted to a manageable chunk of the welfare 
population — applicants bom after 1970. States could go faster if they wanted (most won't), 
but we would require them to start covering everyone under 25 in 1995 and everyone under 
30 by 2000. This is still an ambitious phase-in — 300,000 recipients would hit the time 
limit and be required to work by the year 2000. It starts out higher but does not grow as 
quickly as the House Republican bill, which could have perhaps 500,000 in the work program 
by 2000. 

A bill based on this phase-in would cost $8-15 billion over five years, depending on 
how much we spend on other things (like child care for the working poor) and how much we 
try to save from paternity establishment and other personal responsibility measures. The 
House Republican bill costs $12 billion over 5 years — with costs rising rapidly outside the 
budget window. 

We believe Senator Moynihan will look favorably on this approach, which is based in 
large part on a New Republic article written by his chief welfare aide, Paul Offner, who 
suggested starting with a work program for everyone under 20. It also gives us a compelling 
answer to Charles Murray, who wants to cut teen mothers off altogether; we would make 
them live at home with their parents, finish school, and then go to work. Al From and Will 
Marshall, who are helping draft a bill for the Mainstream Forum, are also strong proponents 
of a gradual phase-in of this sort. 

Obviously, you shouldn't make any decisions on the basis of this memo. We can start 
talking next week about the major issues you will need to think about, as well as the 
budgetary and political tradeoffs involved. 

But since we will soon be circulating a budget document that assumes this phase-
in, we believe it is essential to get a good story right away (that we are considering a 
phase-in that would target the next generation, give states flexibility and time to learn 
as they go, and could actually be achieved because it doesn't break the bank). 
Otherwise, Jason DeParle will write a nasty one next week (Administration Slashes 
Welfare Reform Plans Under Pressure from Budget, Unions; No End to Welfare In 
Sight). We would like your permission to float this approach with Ron Brownstein of 
the Los Angeles Times, a reporter who wants welfare reform to succeed. 



January 19, 1994 

MEMORANDUM FOR THE PRESIDENT 

FROM: Mary Jo Bane 
David Ellwood 
Brace Reed 
Kathi Way 

THROUGH: Carol Rasco 

SUBJECT: Timing of Welfare Reform 

I. BACKGROUND 

Although the Administration has publicly affirmed its intention to pursue both health 
reform and welfare reform legislation in 1994, the timing and nature of welfare reform has 
come under intense scratiny. This memorandum outlines some options for your consideration 
cis you prepare for the State of the Union. 

In light of Senator Moynihan's recent comments, we see no way to put off 
introduction of welfare reform without jeopardizing health reform. He has made clear that he 
won't take up our health care bill until he sees our welfare reform bill. Senator Mitchell's 
office has also, expressed concern that until we have sent up our welfare reform plan or 
committed to a date certain, the Republicans can embarrass us on the Senate floor by offering 
welfare amendments to any bill they please. On the House side, Rep. Harold Ford wrote an 
op-ed for the Memphis Commercial-Appeal this past week endorsing time limits and urging 
you to move quickly on welfare reform. 

II. OPTIONS 

In order to avoid losing the issue, we see two options on how to proceed. Our first 
and preferred option is to move full speed ahead and announce that we will introduce 
comprehensive welfare reform legislation in March. That will also give you plenty of time to 
delve into the details of what the welfare reform legislation should include, and how best to 
pay for it. It will reassure Moynihan and other moderates that welfare reform is coming, and 
shift the press focus over the next two months back to health care. And it will give us a 
fighting chance to pass welfare reform this year. 



The risks of this strategy are that leaks during the decision-making process on welfare 
will detract from our public focus on health care, or that our allies on health care will be put 
off by what we propose on welfare. But we will have to ran these risks anyway if we are 
going to introduce welfare reform legislation in 1994, and it may be better to face them now 
rather than down the road when we're scrambling to build majorities on the floor for health 
care. 

A second option would be to introduce part of the plan right away and part later this 
spring, when health care is farther along. The first piece could focus on personal 
responsibility — primarily measures on teen pregnancy, paternity, and child support 
enforcement. The second piece could focus on work — expansion of the JOBS program, the 
two-year time limit, work programs, and child care. (A detailed description of what these 
two pieces might look like is attached.) 

This part-now, part-later approach was initially envisioned as a means to hold onto 
the welfare issue while protecting health care. In light of Moynihan's recent comments, it 
seems unlikely to accomplish either objective. Moynihan told the New York Post that if we 
were serious about welfare reform, we would show how we're going to pay for it. We doubt 
that this two-step option would reassure him, and we fear that he and others might use it as 
an excuse to blast the Administration again for not being serious about the issue. 

Whichever course you choose, we believe that you should send a strong, clear signal 
in the State of the Union, which you can reinforce a week later in your remarks to the NGA. 
Without a clear timeline and strategy, we will have the worst of all worids — reporters will 
continue to focus on process instead of policy. Republicans will continue to use welfare as an 
excuse not to deal with health care, and Democrats will continue to tug at us from the left 
and the right and take advantage of any apparent indecision to drag both the health care and 
welfare debates in their direction. 



POSSIBLE ELEMENTS OF A TWO-PART WELFARE REFORM PLAN 

Here is what the components of a two-part welfare reform plan might look like. In 
theory, these measures could be introduced separately and taken up together. Obviously, the 
entire list below could instead be introduced as a single Work and Responsibility Act early 
this spring. 

I. Personal Responsibility Act (could be introduced in Febraary) 

1. Prevention 
— Aimounce a national campaign to reduce teen pregnancy and out-of-wedlock births 
— Require unwed teen mothers to live with their parents 
— Allow LEAP-style programs to reward and sanction individual behavior 
— Make cooperation in paternity establishment as a condition for means-tested benefits 
— Allow states the option to limit additional benefits for additional children 
— Expand family planning and welfare mother mentoring demos 
— Encourage use of a social contract laying out expectations for all applicants 
— Include any other ideas to reduce out-of-wedlock births 

2. Child Support Enforcement 
— A range of improvements in enforcement, including state registries 
— A national registry to cross-check delinquent parents 
— Work programs to require delinquent parents to pay up or work off their child support 
obligations 
— Mandatory revocation of drivers licenses for delinquent parents 
— Small-scale demonstration of child support insurance 

n. Work Not Welfare Act (introduced in April/May) 

1. Make Work Pay 
— Expanded child care 
— Advance payment of EITC 

2. Work 
— Expansion of JOBS program 
— Increased emphasis on job search and placement 
— Two-year time limit followed by work 
— Economic development and asset changes 

3. Reinventing Government 
— Measures to identify and reduce fraud 
— Streamlining of requirements and bureaucracy 
— Simplification and increased state flexibility 
— Technology to track compliance with two-year limit 



CONFIDENTIAL DRAFT 1/18/94 

PARENTAL RESPONSIBILnY 

This bill (or section of the bill) affirms the desirability of preventing welfare 
dependence and of promoting responsible pareaiiiig. It recognizes ouT-of*wedlock 
childbearing as a major contributor to welfare receipt. It attempts to deter irresponsible and 
early childbearing in part by emphasizing the consequences of parenthood, making a strong 
statement that becoming a parent carries clear, firm and inescapable obligations for both 
mothers and facers to care for and support their child. It ensures that welfare receipt does 
not release either parent from the responsibility to work and to pay child support. It 
recognizes the obligations of parents and other adults to supervise and support minors v^o 
have children of their own, and of minor parents to live in a supervised situation, attend 
school and prepare themselves for work. 

It ensures that minor parents receive services under the JOBS program that promote 
work and preparahon for work. It also focuses attention on availability family planning 
services and education are available to teenaged and low-income women. And it seeks to 
offer youth other opportunities and broad based community support, providing hope for a 
better future by postponing childbearing. It recognizes the dearth of proven, models for 
effectively preventing teen pregnancy and the other high risk behaviors that are often 
associated with it, and provides for the demonstration and evaluation of a variety of 
approaches. 

ResponsibiLlties of fatfaeis 
The first Jrtep is to ssend a clear messaige about parental responsibility by enforcing 

child support. Child support enforcement measures would include: 

o a universal and simplified paternity establishment process in the hospital 
o strict requirements on mothers seeking public assistance to cooperate with the local 

child support agency in establishing paternity. 
0 measures to bodi make it easier for individuals to voluntarily acknowledge paternity 

and to streamline the process for resolving contested cases. 
0 periodic updating of diild support orders to ensure that each award reflects the cuneni 

income and circumstances of the noncustodial parent. 
0 requirements on States, with the help of Federal funds, to employ technology to 

enhance existing child support record-keeping and collection systems, 
o a national clearinghouse of child support cases and registry of new hires 
o expansion of the use of wage widiholdiiig, greatei use of the tax system, greater 

penalties for non-payment, and other measures. 
0 strategies to help noncustodial parents improve Aeir earnings edacity and remain 

involved in their children's lives. 



Responsibilities of moUien 
The work not welfare bill (or section of the bill) focuses on the responsibilities of 

custodial parents (usually mothers) to work and prepare for work as a condition of receiving 
benefits. Single parents seeking government assistance will now be expected to prepare for 
work and to go to work in support of their children. In addition, minor minors deserve 
special consideration. This section focuses, on that group. 

0 requirements that minor mothers live at home; encouragement to states to provide 
other adult-supervised living situation if living at home is not possible. 

0 requirements for minor mothers to stay in high school and/or participate in the JOBS 
program. 

0 requirements that states provide case management services to minor mothers, including 
counseling about the prevention of repeat pregnancies and access to family planning 
services. Encotiragement for states to allow "mentor mothering" of minor parents as a 
community service assignment under the WORK program. 

o state option to use financial incentives and simpler JOBS sanctioning procedureB in 
conjunction with case management to encourage minor mothers to attend and complete 
high school. 

Encouragements for responsible family planning 
Re.<:pon$ible parenting requires access to information and services designed to 

discourage early sexual behavior and to prevent pregnancy. 

0 hard hitting campaign on the consequences of teen pregnancy and childbearing. 
0 a focus on school-to-work opportunities as alternatives to early parenting 
o increased funding for family planning services through Title X. 
0 possible State option for not increasing welfare benefit levels when a child is 

conceived while the mother is receiving welfare, conditional on family planning 
having been made available, and on some mechanism for being able to earn back the 
amoimt of &e benefit not received. 

Demonstrations of various approaches to prevent teen pregnancy and other high risk behavior 
among youdL 

We need to explore a wide range uf strategies designed to prevent adverse behavior. 
To fmd effective strategies we need comprehensive demonstrations that are carefully 
evaluated. We need to link efforts such as enterprise zones, school-to-work initiatives, and 
many others to find solutions. 

o demoustratious of schools as full service centers (iucludiug healtli services) for youth. 
0 demonstrations focused on providing hope to young people through educational and 

work opportvmities. 
o community based demonstrations of comprehensive services to high risk youth, 

potenrially linked to empowerment zones and enterprise communities, 
o State initiated demonstrations of other teen prcgnoncy prevention projects. 



WORK AND RESPONSIBILnY ACT 

This bill or section of the bill deals with supporting working families and replacing the 
current welfare systcm~with its focus on detailed and often counterproductive eligibility rules, 
paper intensive verification, and check writing-with a system designed to move people from 
welfare to work. It is designed to make the vision of the Family Support Act a reality. It has 
three critical elements: making work pay; training, time-limited assistance, and work; and 
reinv t̂ing government assistance, 

Making Work Pay 
The essential stating point for welfare reform is making work pay. The expanded 

EITC was an important beginning. Health reform is an essential second step. We cannot 
expect people to leave welfare for work if tfiey lose health security by doing so. The next 
steps include: - • 

0 Mechanisms to distribute the EITC on an advance basis. 
0 £7q)anded child care for both public assistance recipients and the working poor. 
o Coordinated rules across all child care programs. 

Training, Time-limited Assistance, and Work 
To change the veiy culture of the welfare bureaucracy, and to make our support 

system help people help themselves, major changes will be needed, mcluding: 

0 Expansion of the JOBS program to serve essentially the entire ca<;e1nad F.vper.t 
participation essentially immediately. JOBS not cash eligibility would become the 
core of the system. 

0 Increased access to mainstream education and training programs, including school-to-
work, JTPA, displaced worker initiatives. 

o A two-year time limit followed by work. Community based, private sector oriented 
work program. 

Relnventiiig Government Assistance 
To genuinely change the culture of welfare o£flces, the system will need to be 

streamlined and simplified. Technology needs to be used to track cases and reduce waste and 
fraud. 

o Simplified and coordinated eligibility rules in AFDC and food stamps. 
0 Increased state flexibility coupled with clearer federal goals and performance measures 

focussed on trainings work and placements ra^er than paper verifications of eligibility 
procedures. 

o Clearinghouse to track welfare use, enforce time-limit, reduce fraud. 
o Coordinated tax ond tronsfer systems to build consistency ond reduce fraud. 



MEMORANDUM FOR THE PRESIDENT 

FROM: Brace Reed 
Mary Jo Bane 
David Ellwood 

THROUGH: Carol Rasco 

SUBJECT: Timing of Welfare Refoim 

This memo explores several options regarding the timing of welfare reform. Clearly health 
reform must be the primary focus of the administration this year. And welfare reform 
depends critically upon health reform, otherwise we will be left with the Hobsian choice of 
proposing a welfare reform plan which does not guarantee coverage for people who leave 
welfare for work or one which provides coverage to those who leave welfare while leaving 
coworkers in similar jobs who never went on welfare with no coverage. Moreover there are 
legitimate concerns about moving forward with these bills simultaneously, given the complex 
and potentially intertwined politics of each, the common committees, and the danger of losing 
focus on health. 

At the same time we are concerned that we may lose the initiative and credit for welfare 
reform if we delay significantly. Several developments color our thinking: 

0 Welfare reform as you have outlined it is extremely popular with the public. A recent 
U.S. News survey found that 93% of the American public supported a plan to "require 
job training for those on welfare, and after two years, require them to work." Even 
82% supported a plan to "require job training for those on welfare, and after two 
years, require them to work in government jobs if necessary." 

0 The issue seems to be heating up now. All the major news magazines have had major 
articles, there is heavy writing by reporters, columnists, and editorial boards. 

o The Republicans have introduced their bill with nearly unanimous support of House 
Republicans. Though it has significant limitations, it has much in common with the 
program we are likely to advance. Newt Gingrich suggested on last weekend that 
welfare reform could be done in 90 days. His main focus during that program was on 
welfare reform. Republicans could make our failure to act a major focus in the fall 
elections and the opportunity for bipartisan efforts would be more difficult. 

o Results from focus groups and surveys suggest that the public does not see a lack of 
medical coverage as a major reason people fail to leave welfare, even though we do, 
and thus may not fully accept the argument that we can't do welfare before health 
reform. 

o With so many governor's races up for grabs, welfare appears to be a major campaign 



issue. Absent leadership from the administration, we expect a plethora of highly 
diverse welfare reform waiver requests. 

o The pressure for further entitlement cuts raises the danger that savings identified for 
use in welfare reform might instead go to deficit reduction or other initiatives making 
welfare reform even harder to finance. 

o There is no way to know what the make-up of the new Congress will be, but it seems 
unlikely to more progressive regarding welfare. On the other hand, election year 
politics complicate welfare reform debates. 

Thus our fear is that the issue will be defined by Republicans and by Governors anxious to do 
something in welfare reform as they run for reelection. Instead of being in the lead, we may 
be seen as being reactive. 

We see 4 basic options on timing. Be ready to introduce early this year (early March), 
introduce after the committee work on health reform is done or nearly so (May), introduce 
after health reform has passed or neariy so (August/September), or introduce a piece of reform 
early and another piece later. 

Early Introduction (Early March) 
Under this scenario welfare reform would be heavily discussed in the State of the Union 
Address stressing the links to health reform and the training initiatives and emphasizing that 
health reform is essential to welfare reform. Early introduction offers the clearest opportunity 
to get something passed during this session. Given the time needed for hearings, markup, 
floor debate, and conference, early introduction may be a prerequisite to passage this year, 
and even then the timetable could be tight unless we can create an early bipartisan consensus. 

Early introduction would allow very clear links to be drawn between the related displaced 
worker training effort of DOL and its longer term one-stop vision. It will likely prevent 
Republicans from capturing the issue and will give a signal to states about what options the 
Federal government is encouraging and funding. 

Note that eariy introduction, or at least getting a bill prepared preserves the most flexibility. 
One need not actually introduce the bill or if one introduces it, one need not push hard for 
immediate passage. As the politics of health and welfare clarify, one would have the option 
of moving health first, or of linking the two. And if health reform seemed to be delayed, it 
leaves open the option of pushing for a victory on welfare reform before the 94 elections. 

On the other hand, such a strategy carries risks. Republicans and some Democrats may insist 
that welfare reform be moved if the bill is there, and they may make demands about welfare 
reform as a condition of voting for health reform. Inevitably the period in and around the 
unveiling of a plan wall be one where the focus on health will be diminished. Key leadership 
and several important constituencies are opposed to moving forward too quickly. 

And early introduction will require considerable energy from you and others in the White 



House over the next couple of months. A number of key issues need to be resolved including 
financing, the level of resources, the nature of the work program, and phase-in. 

Introduce After the Health Committee Work is Essentially Done (May) 
Under this scenario, the broad goals and key themes of welfare reform in the State of the 
Union Address. Once again the links between welfare and health reform and between welfare 
and the DOL initiatives would be emphasized. We would promise to introduce welfare 
reform at the earliest possible time that the commitees can really deal with it—in May, around 
the time we expect the committees to finish their work on health reform. We would probably 
also need an additional story about the key steps that need to be done between now and May 
such as determining how we can place as many people as possible in the private sector and 
how would a community service program work. 

This alternative clearly signals that health reform is paramount on the agenda, and it reduces 
the political maneuvering and potential political trade-offs between health and welfare reform. 
At the same time, if we introduce by May, we can probably keep the dangers of losing 
control of the issue to a minimum—especially if we announce our rough timing ahead of time. 

This strategy may make passage of welfare reform this year very difficult. It leaves open the 
option of making a strong push on welfare if health moves rapidly or if it stalls, but the major 
legislative focus of the year then is clearly health. It likely pushes our proposal into the 
election cycle and with reintroduction of the bill next year. And the longer we wait, the 
greater the danger that Republicans will try to steal the show. This problem becomes 
particularly great if we are quite vague about the timing. I f we simply say we will introduce 
later this year. Republicans will probably step up the rhetoric far more. We would also have 
to work closely with key leadership in the House, and especially the Senate to prevent 
premature floor consideration of the comprehensive Republican welfare reform alternative and 
a variety of Senate floor amendments, though there is some risk we will not be able to hold 
them back. 

Introduce After Health Reform is Passed (August/September?) 
Waiting until after health reform is passed insures that the administration's welfare reform 
efforts do not conflict with health reform. Given the late timing, one probably would not 
want to say much about welfare reform in the State of the Union and we would need to lower 
expectations regarding welfare. Given the very late introduction, it will be obvious the 
administration does not wish to pass welfare reform this year, and the bill will have to be 
reintroduced next year. It could then be featured in the State of the Union Address in 1995. 
If Republican attempts to push forward are defeated, it also insures that welfare reform will 
not be considered in an election year. 

We see this as a highly risky strategy. Bob Greenstein, who probably has as good a political 
eye and ear on low income political matters as anyone thinks this strategy would "kill" us. 
He sees significant pressure from the Republicans and moderate/conservative Democrats to do 
something on welfare reform and thinks it would be very difficult to put off consideration of 
very unpleasant floor amendments. We think it likely that Republicans would try to use the 
issue politically. There is a risk that the Congress would pass a Republican-like version of 



reform that would interfere with health reform, and would be hard to veto. Conversely, 
making the case and building coalitions to kill floor proposals may complicate our legislative 
strategy later when we need the support of some of the same people we sought to beat 
initially. 

Two-Piece Strategy 
The final alternative would be to break the proposal into two pieces. The only logical break 
politically would probably be to do an eariy bill on parental responsibility (teen pregnancy 
initiatives, etc.) and child support enforcement followed by a later bill with child care, an 
expansion in JOBS, and time-limited welfare. The administration would argue that welfare 
reform consists of critical building blocks including EITC, health reform, parental 
responsibility/child support enforcement, and child care/training/time-limits. The last piece 
should not be done until the others are in place. 

This plan has the advantage of putting the most costly items and many of the most 
controversial issues into a later proposal. We could argue we are moving forward with 
welfare reform quite deliberately, but that one must do things in the proper order. There is 
increasing attention being paid to issues of teen pregnancy and out-of-wedlock childbearing 
and we would be speaking to those issues. If the responsibility piece is perceived as genuine 
progress on welfare reform, such a plan might reduce the danger of losing the initiative, while 
putting off the tougher debates over child care, training, and time-limits. There seems little 
danger that a child support enforcement /family responsibility proposal would create major 
political problems for health reform. It would, however, be in the same committees and 
would compete for time and attention with health reform. 

There are significant problems with such a plan as well. We worry that neither the public nor 
the Republicans may perceive a teen pregnancy/child support initiative as a major step toward 
welfare reform. While we see child support enforcement as central to our efforts, the public 
is largely focussed on the question of time-limits. Moreover, we had always seen child 
support enforcement as one of the vehicles that would help pull welfare reform through the 
Congress. In our meetings with advocates they always praise our child support efforts even 
when they question time-limits and mandatory work. Members like Bill Bradley and 
Christopher Dodd care much more about child support enforcement than welfare reform and 
they might well vote for an enforcement bill and against some time-limited welfare proposals. 
Child support also seems likely to save some money, and it would be difficult or impossible 
to reserve those savings for child care, training or job creation. 

Although our child support enforcement ideas are well developed and will have demonstrable 
impacts, there is far less known about what we can do to prevent teen pregnancy or out-of-
wedlock childbearing. An extended debate over prevention alone will expose the limits of 
existing knowledge and ideas. We'll likely get credit for trying, but not for really offering a 
solution. Moreover, a bill focussed on prevention seems extremely vulnerable to troubling 
amendments designed to punish young and unmarried mothers and their children. Charles 
Murray is using the issue to argue for the complete cut off of benefits to unwed mothers. 
The debate might become extremely ugly and potentially divisive with racial overtones. I f so, 
it will set the stage for a potentially even more painful debate over time-limits. We may have 



to fight the welfare reform debates twice. 



THE WHITE HOUSE 

W A S H I N G T O N 

June 17, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 
Rahm Emanuel 

SUBJECT; Background on Tuesday's Welfare Reform Executive Actions 

In Tuesday's speech to the American Nurses Association, you will announce executive 
actions to reform welfare and strengthen child support enforcement. These steps will add to 
pressure on the Congressional leadership to stop holding welfare reform hostage. On 
Saturday, Armey hinted that Republicans might abandon their Medicaid poison pill strategy 
and send you a stand-alone welfare bill. 

You arc taking executive action to cany out two important child support enforcement 
measures that have always been part of your welfare reform legislation: First, a new program 
to check new-hire information from 25 states to catch deadbeats who move from job to job 
or state to state; and second, a new regulation requiring mothers to name the father before 
they can receive welfare. The Administration will also grant a waiver to New Hampshire, 
which means that 40 out of 50 states have received a welfare reform waiver on your watch. 

Tracking Deadbeats Across State Lines and from Job to Job: As you know, 30 
percent of child support cases cross state lines — and the easiest way to get out of 
paying child support is to move from state to state and job to job. Twenty-five states 
already require employers to report new hires, and use the information to catch parents 
who owe child support. In Washington state, this program leads to $20 in child 
support collections for every dollar spent. Under our new program, those 25 states 
can send us new hire information, and we will match it against a list of delinquent 
parents from all 50 states. If Congress passes welfare reform, new hire reporting will 
become the law nationwide — a provision which has always been in our welfare bill. 

Stricter Paternity Cooperation Requirement: You arc directmg HHS to issue new 
regulations rtsquiring welfare recipients to identify and help locate the father before 
they can receive welfare. The new regulation requires mothers to name the father and 
provide one piece of identifying inforaiation, and requires states to refer applicants to 
the child support agency within two days to begin paternity establishment efforts. It 
includes a good cause exemption in cases of rape or threat to the mother's safety. 
Under current law, the standard of cooperation is very low, and rarely enforced. This 
new requirement has always been in our welfare bill, and builds on the 1993 in-
hospital paternity establishment program — which nurses have run with great success. 



May 28, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 

SUBJECT: Democratic Governors and Welfare Reform 

You should urge Democratic governors to help us pressure the Republican 
Congressional leadership to drop the Medicaid poison pill and stop holding welfare reform 
hostage. Our message should be simply, "The Medicaid poison pill is the single greatest 
obstacle to welfare reform this year. I f Republicans will drop that plan, the other details 
will take care of themselves." 

Democratic governors should be sympathetic to this message. In contrast to 
Medicaid, the welfare reform provisions of the new House Republican bill are fairly similar 
to the bipartisan NGA agreement that Gov. Carper negotiated in February. We can thank 
the governors for the improvements the House has been forced to make in our direction -
more money for child care, a performance bonus, a $2 billion contingency fund, etc. The 
Democratic governors' main concerns are over relatively obscure issues where the House 
cut deeper in order to pay for the additional child care spending: the 20% cut in Title XX 
(which doesn't bother us that much, as budget cuts go), and eliminating the shelter 
deduction for Food Stamps. 

We want the Democratic governors to cry foul on Medicaid and suggest that we're 
within striking distance of bipartisan agreement on welfare reform. There are a number of 
congressional Republicans who want the Medicaid portion of the bill to fall apart, so that 
they can actually get welfare reform done instead of handing you another veto. We can 
win this battle if we make enough noise - and if we don't get lost in the details of which 
additional improvements will be necessary once the Medicaid poison pill is gone. Once we 
get into a debate on a stand-alone welfare reform bill where the underlying objective is to 
pass a bill into law instead of simply forcing a veto, we'll have a chance to sort out those 
details. But we have to get rid of the big poison pill first. 



T H E WHITE H O U S E 

V ^ A S H I N G T O N 

May 22, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 

SUBJECT: Welfare Reform Update 

Here is a brief summary of the latest welfare reform proposals (House Republican bill, 
Dole speech, Wisconsin plan) and the major issues they raise. 

1. House Republican bill 

House Republicans announced a new Medicaid/welfare reform package today. We're 
still wairing to see the details on Medicaid, which presumably will be unacceptable. The 
welfare reform provisions are based largely on the bipartisan NGA proposal, which you 
praised in February, except that in order to reach their savings target of $53 billion. 
Republicans tacked on the deep immigrant cuts from the welfare bill you vetoed. 

The new House bill moves in our direction on most of the issues you spelled out in 
your veto message. It includes the NGA request for $4 billion in additional child care, which 
the states must match. It doubles the contingency fund to $2 billion. It includes a $1 billion 
work performance bonus. It raises the hardship exception for those who reach the 5-year 
limit to 20%. It drops the deep cuts in SSI for disabled children and the cuts in school lunch 
and maintains the open-ended entitlements for child welfare programs. It adopts the NGA 
recommendation that states have to provide health coverage for welfare recipients, although it 
does not guarantee health coverage beyond the 5-year limit. 

The major areas where they did not move in our direction are immigrant benefits and 
Food Stamps. The new House bill still bans SSI and Food Stamps for non-citizens; in the 
past, we have never gone beyond deeming. (Breaux-Chafee and Castle-Tanner include these 
bans as well, with some exceptions for the disabled.) It appears to retain the optional Food 
Stamp block grant, the Food Stamp cap, and the work requirements for men 18-50. Other 
areas that aren't what they could be include maintenance-of-effort (like NGA, they're still at 
75%; we wanted 80%); vouchers for children who hit the time limit (allowed but not 
required; Breaux-Chafee and Castle-Tanner don't guarantee these either); Medicaid coverage 
beyond the time limit; and a few arcane issues like transferability of funds from the block 
grant to other welfare programs and broader provisions on equal protection for recipients. 



May 17, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 

SUBJECT: Background on Wisconsin Waiver and Radio Address 

The radio address you will tape this afternoon is about welfare reform. It recaps 
your record on waivers, executive actions, and child support enforcement; praises proposals 
we have just received from Wisconsin and Maryland; and challenges Congress to pass the 
bipartisan welfare reform legislation put forward by Chafee-Breaux and Castle-Tanner. 

The news will be your support for the Wisconsin plan, which is the most 
revolutionary any state has put forward. The Wisconsin plan has received broad editorial 
praise in The New York Times, Business Week, and elsewhere. It is particularly important 
for you to signal your support early — not only because you're going to Wisconsin on 
Thursday, but because Dole is going to Wisconsin Tuesday to make a major speech on 
welfare reform. 

I. Summary of the Wisconsin Plan 

The Wisconsin plan came about as a direct result of your call for an end to welfare 
as we know it. Some Democrats in the legislature suggested abolishing AFDC, and 
Thompson took them up on their offer. The final proposal passed with significant 
(although not unanimous) bipartisan support, and was signed into law last month. Mayor 
Norquist has been supportive, although he wanted it to go further by covering anyone who 
was out of work. 

Like the original PPI plan, the Wisconsin plan requires people who apply for 
assistance to go to work immediately, either in the private sector or a job provided by the 
state. The state says it will guarantee health care and child care, and may end up spending 
more money than it does now as a result. Like the Breaux-Chafee and Castle-Tanner bills, 
the plan imposes a 5-year lifetime limit, with a 20% hardship exception for people who 
can't find work. The plan also includes other key principles of yours, such as requiring 
minor mothers to live at home and stay in school, and strengthening the requirements to 
cooperate with paternity establishment. 

Last week, HHS received the first half of the waiver; the rest is expected next 
month. A 30-day period for public comment is required before we can grant the waiver, 



Their overall savings level is $53 billion, compared to $38 billion for our plan; $42 
billion for Castle-Tanner; and $45-53 billion for Chafee-Breaux. In order to maintain the 
$53 billion level while spending more on child care and work, the House Republicans 
doubled their Title XX cut from 10% to 20% (which is not the end of the world for us) and 
included a few other assorted provisions. 

n. Dole Speech 

There was virtually nothing new in Dole's speech. We could live with everything he 
proposed on welfare reform. Most of his proposals (work requirements, 5-year limit, state 
flexibility on family cap and drug testing, child support enforcement) are in all the bills we've 
supported in this Congress. His call to ban all but emergency medical benefits for illegal 
immigrants is already law — although his speech could be interpreted to mean benefits 
beyond welfare, such as public education. A state option to cut off unwed teen mothers is 

-not in our bill, but it's in Chafee-Breaux, Castle-Tanner-, and the Senate-passed bill, and we 
could live with it (since no state in its right mind would ever do it). 

In his speech, Dole didn't talk about any of the real differences you cited in vetoing 
the conference report: child care and health care so people could leave welfare for work, and 
deep cuts in help for disabled children, school lunch, and child welfare. Those are all areas 
where the Senate bill was acceptable, but the Dole-Gingrich conference report was not. 

ni. Wisconsin Works 

In many respects, the Wisconsin plan is closer to your approach than to the vetoed 
bill. It requires health care, child care, and a community service or subsidized job to go to, 
and its primary motivation is to move people from welfare to work, not to achieve an 
arbitrary savings target. Like every bill, it includes a 5-year lifetime limit, and like the 
Breaux-Chafee and Castle-Tanner bills, it provides a 20% hardship exception for people who 
can't find work. The plan also includes other key principles of yours, such as requiring minor 
mothers to live at home and stay in school, and strengthening the requirements to cooperate 
with patemity establishment. 

Three aspects of the Wisconsin plan have raised concern among advocates and labor. 
First, some fear the legislation would require some recipients to work off their welfare at 
below the minimum wage — but the initial waiver request appears to be based on the 
minimum wage. Second, as with many waiver requests, the public employee unions want 
greater protection against displacement. Third, there are potential legal and policy issues 
related to the required co-payments for child care. Mayor Norquist may raise other issues 
with you. He wants more conservative provisions on work-for-wages and reducing the 
welfare bureaucracy. You shouldn't make any prorhises; it is not clear whether the state will 
go along. 



and there are legal and technical issues that HHS and the state must still work out. We will 
probably be in a position to grant the first waiver in July. The second waiver will depend 
on how difficult the state tries to make things for HHS, and how difficult HHS makes 
things for us. 

Three aspects of the Wisconsin plan have raised concern among advocates and labor. 
First, some fear the legislation would require some recipients to work off their welfare at 
below the minimum wage — but the initial waiver request appears to be based on the 
minimum wage. Second, as with many waiver requests, the public employee unions want 
greater protection against displacement. The basic protections of the Family Support Act 
cannot be waived, so they already have some protection; but the additional protections we 
seek will be a flashpoint in negotiations with the state. Third, there are potential legal and 
policy issues related to the required co-payments for child care. 

There is a sentence in the address — " I pledge that my administration will work with 
Wisconsin to make an effective transition to this new vision of welfare based on work, that 
protects children and does right by working people and their families" — to sum up these 
concerns without attracting too much attention. 

HHS will need to work out these issues with the state, and Thompson may try to 
throw up as many roadblocks as possible. But by signalling our strong support early for 
the thrust of the Wisconsin plan, we will make it harder for him to portray the 
administration as an obstacle to reform. 

II. Waiver Update 

The radio address also praises Maryland's new plan, which was submitted three 
weeks ago. The Maryland plan is less sweeping (no time limits, for example), but it does 
some good things. It provides child care to working parents to divert them from welfare in 
the first place; toughens child support enforcement; and cracks down on welfare fraud. 

On Thursday, Minnesota became the 38th state to receive a waiver from us, but it 
was too trivial to highlight (expanding a demonstration to another county). We should be 
able to get to 40 states out of 50 by July. 



T H E WHITE H O U S E 

W A S H I N G T O N 

May 26, 1995 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 
Rahm Emanuel 

SUBJECT: Welfare Reform Update 

I. Senate Finance Committee Approval 

Today, the Senate Finance Committee approved Packwood's welfare reform bill by a 
vote of 12-8, with Baucus joining the Republicans. The measurie is expected to come to the 
Senate floor in the next month or so. 

In its current form, the Senate bill is far better than what the House passed, but is not 
yet as serious as it should be in our central goal of moving people from welfare to work. We 
will press for improvements on the floor in key areas: more resources and incentives to help 
the states meet the work requirements and provide child care; a contingency fund to protect 
states against economic downturn and population growth; and requirements or incentives for 
states to maintain their current effort. 

In the coming weeks, you will come under increasing pressure to outline the specific 
conditions of what kind of welfare reform bill you would be willing to sign. Moynihan is 
rallying liberals and editorial boards to press for a veto threat over the individual entitlement, 
even though we lack the votes in the Senate to sustain a veto on those grounds. We 
recommend that in the next two weeks, you give a speech or make a statement that will shift 
the debate back to our terms, by saying that work is your bottom line: If Congress passes a 
bill that is serious about moving people from welfare to work, you'll sign it. If Congress 
passes a bill that is phony and fails to promote work, you won't. 



n. Summary of Finance Committee Bill 

A. The Good News 

The Finance Committee bill is much better than the House bill in many respects: 

* Not as tough on kids: The Senate bill drops much of the conservative 
micromanagement of the House bill — the cutoff of young unwed mothers, the mandatory 
family cap, and the so-called illegitimacy bonus which could promote abortion. Faircloth, 
Gramm, and Nichols will fight to add these on the floor, however, so we should continue to 
speak out against them. Like the House bill, the Senate bill mandates a 5-year cutoff, but so 
do the House and Senate Democratic alternatives. 

* Cuts not as deep: The SSI and immigrant cuts are somewhat more reasonable 
than the House bill, and there are no cuts in child welfare programs. In its current form, the 
bill cuts a total of $32 billion from welfare programs, compared to $38 billion in the House. 

* Includes all our child support provisions: All the major elements of our child 
support enforcement plan, including the drivers license provision, are in both the Senate and 
House bills and enjoy strong bipartisan support. 

* Not as weak on work: The Senate bill requires states to maintain a JOBS program 
and to provide child care to recipients who are required to work. It requires work after two 
years, and has stiff participation requirements that reach 50% by 2001. 

B. The Bad News 

While the work provisions in the Senate bill look better on paper, it has a long way to 
go before it will be serious about moving people from welfare to work. Under the bill, states 
are asked to provide substantially more work and child care for significantly less money, 
which will be a strong incentive to cut people off rather than move them into work. The 
attached views letter from Secretary Shalala outlines our concerns about the bill, but here are 
the highlights: 

* CBO says 44 states will fall short on work: Today's markup was dominated by a 
devastating CBO report, which estimates that 44 states will not be able to meet the work 
participation rates in the Senate bill. CBO assumes that most states will take the modest 5% 
penalty for non-compliance rather than invest in work programs. CBO says that states would 
have to spend an additional $10 billion in the year 2000 in order to comply. 

* Less money for child care: The Senate bill eliminates child care entitlement 
programs and lumps them into the AFDC-JOBS block grant. The block grant represents a 
9% cut over five years, and because the work and benefit funding streams are combined, 
there is no guarantee that any money will go for work and child care rather than benefits. 



* No real protection against economic downturn or population growth: In its 
current form, the Senate bill includes the same Rainy Day Grant Fund as the House bill, 
which lets states borrow a small amount of money in downturns if they will pay it back 
within 3 years with interest. Voinovich, Whitman, and Thompson have pressed Dole to 
accept NGA's contingency fund amendment, which would allow states that maintain their 
current effort to receive up to 15% more in federal matching funds to deal with economic 
downturn, disaster, or increased investment in welfare programs. Dole is hinting that he will 
go along with the NGA amendment on the floor. Several Sun Belt senators, led by Kay 
Bailey Hutchison, also circulated a letter today calling for more money in the block grant to 
deal with population growth. 

* No incentive or requirement for state maintenance of effort: The Finance 
Committee rejected a Breaux amendment to require states to maintain their current effort. 
The NGA contingency fund amendment would reward states for maintaining effort, but we 
will also seek either an explicit requirement or a performance standard that penalizes any state 
not meeting its work requirements by the amount its spending falls short of maintaining its 
FY94 effort. 

III. Strategy for the Senate Floor 

We have a decent chance of improving the bill in these areas on the floor. So far, the 
Packwood mark and Dole's public comments suggest that Republicans want to be seen as 
reasonable and bipartisan, rather than mean to kids. There will be some pressure from the 
right, but Dole may feel he has some cover: except for the Christian Coalition, most right-
to-lifers oppose the conservative strings that Gramm and Faircloth are pushing. 

Our immediate problem is uniting the Democrats. Daschle, Breaux, and Mikulski are 
working on a good alternative (two-year time limit, heavy emphasis on work, real money). 
But Moynihan has been telling all the liberals — unfairly — that Leon promised him a veto 
over the individual entitlement, so they should do nothing to improve the bill. (All Leon said 
was that you would veto a bill that was tough on children.) Moynihan is persuading enough 
members to make it difficult for Daschle to build the united front he needs to bring 
Republicans to the table. 

As we near the end of the line, you will come under increasing pressure to say what 
exactly it will take to get your signature on a welfare reform bill. We have already indicated 
the kinds of changes we want — resources and incentives for states to put people to work, 
protections for economic downturn and population growth, requirements or incentives for 
maintenance of effort — but we have avoided making any of these conditions a deal-breaker. 
The Republicans would like nothing better than for us to give them the road map to a veto. 

The one thing we can do to strengthen our bargaining position and unify Senate 
Democrats is to strike a higher Presidential profile on the issue in June. We have to change 



the terms of the debate so that we're putting the Republicans on the defensive about work 
instead of letting Democrats put us on the defensive over entitlements. The sooner we do 
that, the more difficult it will be for Moynihan to box us in. 

We recommend that you give a strong speech in early June that casts work as our 
make-or-break issue. Work is the only issue they're afraid of: in today's markup, Packwood 
rejected a Grassley amendment that would have softened the work provisions because he said 
"I can just hear the President saying 'work requirements, work requirements, work 
requirements.'" 

The NGA Youth Summit in Baltimore on Tuesday, June 6th would be an ideal forum 
for this speech. Thompson and Engler will be there, the Senate will just be returning from 
recess, and the Republicans will see that we're not going to go quietly. At the same time, we 
will take advantage of Dole's comments today that he is willing to work on a bipartisan basis, 
by making sure that he gets a barrage of letters from members and governors in favor of the 
amendments we want. 

You can say your bottom line is clear: If Congress passes a bill that is serious about 
helping states move people from welfare to work, you'll sign it. If it's phony, and about 
something else, you won't. The report from CBO, whose director June O'Neill is a 
Republican expert on welfare reform, enables us to make that argument in a straightforward, 
non-partisan way. 

Breaux has suggested a meeting with Senate Democrats to tell them our strategy and 
throw our support behind the Daschle alternative. We believe that before you have them 
down to the White House, you should give a strong speech on work — and then meet with 
them only if they still don't get the message. 
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WORK FmST PLAN h>ASCUue-'BeeAOX 
TEMPORARY EMPLOYMENT ASSISTANCE \ ^ L A l O 

AFDC is abolished and replaced by Temporary Employment Assistance, a conditional' 
entitlement for families of limited duration. ' 

PARENT EMPOWERMENT CONTRACT 

In order to receive assistance, all recipients must sign an individualized contract outlining 
a plan to get them into the workforce as soon as possible. 

FINFIE TIME FOR ASSISTANCE 

AsslStwe i.s cpntliTî iial All recipients must sign a contract. All recipients must follow 
the contract, (tough sanctions apply to those who don't). 

A??i?Tan<;g i,s limited. During the first two months, all able-bodied recipients must 
engage in intensive job search (as designed by slates). After two years, states will be 
required to offer workfare or community service to any recipient not working for at least 
20 hours per week. Refusal to engage in workfare causes benefit reductions No family 
may receive assistance for more than five years. 

WORK FIRST EMPLOYMENT BLOCK GRANT 

The JOBS program for welfare recipients is replaced by the Work First Employment 
Block Grant, which emphasizes work as the objective. 

All able-bodied recipients must work. 

For those recipients still looking for work after the initial two momhs of job search, the 
state may provide any of a number of services to assist recipients in obtainine iobs 

. including, but not limited to: ' 

job search 
placement vouchers 
wage subsidy/work supplementation 
on-the-job-training 
microenterprise development/self-employment 
a GAIN type program operated by Riverside County, CA 
a JOBS Plus type program operated by Oregon 

other training or education for work preparation to bring about employment 

Wo Count Work. Not "Participation." 

Under the Work First plan, states would focus on getting recipient.*; into real jobs cettinc credit 
only for: , > © & 

those leaving welfare for work 
those working 20 hours or more per week (even if still receiving benefits) 
those working 20 hours or more per week in subsidized jobs (but not workfare) 



.atcs ^ th pockets ofl.gh unemploymem could allow workfare (100 /̂. subsidized 

The state work performance measure would reach 50% by the year 2000 u,hi.K M 
unprecedented number of welfare recipients would be working. ' ^ "^^^ ^ 

We Give States the Resources to Emphasize Work 

uenem levels, resources, assets, and income disregard policies 

fa™n« w,h income belo^ - h e U n y t t X X ^ I ^ ^ ^ ^ ^ ^ ^ " " ' " ^ 

^ d ^ f . t c ; t : : l L V ^ ' : ^ ^ ^ ^ ^ -^-^ -^•ion.ng r.™ we,fa„ ,0 work 

Even Th„« Who Don-, Work Mu« Perform Community Service 

Those who are exempt from the work reguiremem fill aô H in,..-, . j • 
those cari.,6 fc,- a disabled child or relative " " h i wi^ ' '"'P'""-
must perform commumty service as defi^^ by the , 1 ^ h " " " f ' ' ^ " ' " ^ 
children's school, or must take responsX r c u , l n"d in theî 7^^^^^ " 
Comract, such as having their children properly immurd Jed ="-P°-nnen, 



STATE FLEXIBILITY UNDER WORK FIRST PLAN 

States would be provided with an unprecedented amount of flexibility: 

, States set their own benefit levels, countable assets, resources, and income disregard 
policies. 

States have the flexibility to consolidate and streamline welfare operations to function 
more efBciently and turn welfare ofifices into employment offices. 

States design Parent Empowenncnt Contracts to provide a blueprint for each welfare 
recipient to become employed. 

Slates design their own job search programs geared to helping welfare recipients look for 
employment. 

States design their own employment programs to assist welfare recipients in obtaining a 
job and in preparing for a job. Stales also determine the form of support to provide to 
recipients: direct benefits, wage subsidies to employers, etc... 

States determine who their employment block grant will serve (from welfare mothers to 
unemployed fathers). 

States design and determine workfare or community service jobs appropriate for those 
welfare recipients not employed within 2 years. 

States determine whether they will treat "interbiaie" immigrants difFcrcmly, 

States would be provided with "seamless" child care assistance so that the need of the 
family would determine the assistance they receive, not the category of federal program 
money that's available. 

States retain the option of administering their programs under existing waivers. 

States have the option of requiring participants to undergo appropriate substance abuse 
treatment where necessary. 

States have the option of providing a S50 pass through of child suppon to welfare 
famiUes. 

States have the flexibility to design innovative teen pregnancy prevention programs. 
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dranatieally oet the ehild oare available for lew inoeae working 
faniliee who, withent onoh aaalatanoa, riek falling onto welfare, 
and for faniliee eakisg the traaaitien frtm welfare to week. Zt 
outs tbe obild oare people on welfare need to ge to work, and 
working people need to etay off welfare in tbe first plaoa. Zt 
def iea eeaaoa aenee to take eeey ehild oare aad keep people ' 
going to work. 

3he AdBiniBtration balievaa Oa^ welfare refera ahould raoogaiee 
tha ra^oaaibility and encovzage the invelvooant of hott parenta 
ia tbair ehlidraa'a livaa. iba adainlatratien coBsidara ohlia 
soppert cnreroenant to be an iatagral part of welfare refon, 
partiooiariy hocauae it aandd a stroeg aaasaga to young paopia 
about tha reapoaaibllity ot both parenta to aopport tbair 
omidraa. 

If we are goiag to deaaad reapeaaibility of aotbers, we ahould 
J ^ . .-̂. ^ fatbara too. that aaana walfan nfr 
ahoold iaeinde aaaauras daaignad to identify tha fathar aad 
aatabliab auppert exdan iB every ease; f lad daliMMaRt pax< 
wbo nova froa job to jab or atate to atate to avoid paying child 
dupport; apead op payMBta; and iavoka tou^ penaltlaa, like 
driven lieaaaa ravoeatioo, for BOBpayiast. Ve are pleased that 
tba danata bill Inrlwlea tba najer ehild auppoft aaforoaaant 
provlsioaa tba Praaide&t intreteoad laat ywar. 

irnleiil liia of Childrea 

i t eaeier for poor ehildren ta grow into 
not herder. Teenage pareats Aonld be 

eligible for oash aaeietaneei help, howevar, ahould be 
nnniHrtraiaa en their atayiag at aobool, living at hane, and 
identifying their child* a father, baaie preteotion for ehildren 
ehoeld not be an aeeidant of geography, sohool laaehee, food 
dtopSf aad aaaiatanoo to abuaed, rtleahled and nagleoted 
aboold net be alaiAad wate tta gulae of •welfare refoaa. • 

«he Metniiit iiitien ie eenoemad that the potopoaed legialation 
puts aa^r i^ldrea riek of aerioua hardahip through ita deep 
fwalina raduatieas far p«agmM asaisting low Inooaa families,' 
tnnlwdfwg e deeply troubling oonbiaatioa of an arbitrary benefit 
eetoff after five yeare of welfare reoeipt, inoeativea £or atatew 
to ont benefits^ deny eligibility aad eorteil Mrvieea, and euta 
ia 88Z bonefite for children. 
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»rne dtate V l o i h i l i t f aad laapoBaihility 

2 l t J f * ^ ^ ^ 2 L i f * ^ ! ! ? J * * ! « ~ t l v i t y Mid rnaponsivenea. of 
S S l ' i ^ S i i S . S S S r ^ ! ! ' ! ^ ^ walfara r e f e r n T S i l S e d t ? ^ 

wS^jss s; ssr-fiSSstiy-jSTŵ ss sss 
raguiree eatabl iehiag a national fnneeock end a r o ^ i a B 
2 « » w o e e a n d i a o a n t l w e . te statee to i w W t S S > S e n « n a . 
i f Seaer!^ I f S ^ T T - f ^ * * ~ • t a t T S e r i b i l l t y 

JP«J«»ln the need for oaah aaeieteaoe beeauee of eMnoeS 
nnwntuiii, populetioa growth or unpredietable nnernnnnf,. n . 
f j U i a g to provide for the changS^aeSrof I S S S ^ T U J Z a 
togw Itet aaay growing orleZoaloally dlUreaaed a t f t S T ^ 

-ad other ettpMw nenaaaiuj to eawl^ 
reciplmjte into week. The oritloal sole^Uiat the ouriant 
atraetucw plays in providing oGonoaio stabiUty wi l l be lost 

Ska AdaUiatntiOB is also vary ooBoaraad that the nroBoaed 

hS5 i ! i ' ' !E? •tatea. by eattilig allglbilS, 
Jr^fiSTi !2f •"*f**»?2; •wklng'faaUUa.^ia B B S obeapar 
S f ^ i ^ S . JOigfc napoaaibility ef tta fadacal gevdmaat and 
2 ! J ? S 2 l * ^ * fliildran te aamn that welfare 
m S , •«»rtuflltida and pntaeta eh iMtTLi lu tha 

5 while tba Cbainua'a aatk aapeoaad goals for tba refon 
! 2 L S L ' S 2 ^ S . * ' "Si"~r«b»t the adaiaistration aad tbs 
i T f i S ^ S J V S l ^ ' a S ? leglsUtioa s t i U fa l l s short 
an runanantal ways. Beal welfare rafoca ahould inolode: 

te reward states tvt 
people fmo welfare te ««rk, not eat tbaa off/ 

^csqairtatms for reoipiante mM tiha ohild 
people need to ^ te work and etay off welfare; 
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o ^otectiopa for atataa ia the event of popoUtion 
growth, die Qatar, or eeoBflnlo downttum; 

o Baquirenente aad inoaativaa for atetee te eainfeain 
their ateke in welfare rafore; and 

e The toughest poaeible Child support 

'Sio'a are alternative 4proaefaeB te refora that aobieva our 
autnal goals in aore uuuaUactive and acoeuntable waya. The 
AdainiatratioB reitaratee ite eoniteeat te serious welfare 
refora aad ite deeire te work oeoperatively with Congreee te 

HM Office of itanagaaant and Budget adviaea that tbare ia no 
^eetion te traniaittal of this r^oct te Oongreaa. 

A eiailar letter wee seat te goaater Daniel Patriok Moynihan. 

Slnoerely, 

oonaa I. saaiala 



T H E WHITE H O U S E 

W A S H IN G T O N 

April 4, 1995 

MEETING WITH DEMOCRATIC SENATORS ON WELFARE REFORM 

DATE: Wed., April 5, 1995 
LOCATION: Cabinet Room 
TIME: 6:30-7:15 p.m. 
From: Bruce Reed 

I . PURPOSE 

At Moynihan's request, Daschle asked for a meeting with members of his welfare 
reform task force to discuss Senate strategy. 

II . BACKGROUND 

Last week, Packwood reiterated his support for block grants, and Chafee told reporters 
that he opposed block granting Medicaid and child welfare but would not stand in the way of 
a block grant for AFDC. - Dole and Packwood suggested that welfare reform might be 
included in reconciliation, which would enable them to pass it with only 51 votes. 

Senate Democrats are nervous that they will be shut out of the debate and unable to 
influence the outcome. They will be looking to you to signal a willingness to vocally oppose 
and possibly veto a welfare reform proposal along the lines of the House-passed bill. 

Your goals for this meeting should be to: 1) Let them know you care about real 
reform, and you won't just sign any bill; 2) Spell out your problems with the House bill; 3) 
Stay away from legislative tactics, but talk about the elements you believe are essential for 
real welfare reform; and 4) Ask them to join us in taking the high road in calling for 
bipartisanship. 

They may press you on whether you would veto a bill that does not maintain the 
individual entitlement. You can respond by reiterating that you support the entitlement, but 
that the moment you give any hint of what you would or wouldn't veto, it would further 
polarize the debate and give the Republicans an excuse to head for reconciliation — where 
the Republicans would be sure to give you a bill you said you couldn't sign. 



III . PARTICIPANTS 

See attached. 

IV. PRESS PLAN 

There will be no press availability before or after the meeting. 

V. SEQUENCE OF EVENTS 

As usual. 

VI. REMARKS 

Suggested talking points arc attached. 



PARTICIPANTS FOR MEETING WITH DEMOCRATIC SENATORS 

PARTICIPANTS: 

POTUS 
VPOTUS 
Secy. Shalala 

MEMBERS: 

Sen. Tom Daschle 
Sen. Daniel Patrick Moynihan 
Sen. John Breaux 
Sen. Chris Dodd 
Sen. Ted Kennedy 
Sen. Patrick Leahy 
Sen. Barbara Mikulski 
Sen. Carol Moseley-Braun 
Sen. -Jay Rockefeller 

STAFF: 

Leon Panetta 
Pat Griffin 
Carol Rasco 
Harold Ickes 
Erskine Bowles 
George Stephanopoulos 
Rahm Emanuel 
Bruce Reed 
Paul Carey 
Susan Brophy 



SUGGESTED TALKING POINTS 

1. This is a monumentally important debate about our greatest social problem. 

* The welfare reform debate goes to the core of how we're going to deal with our 
most pressing problems — reducing teen pregnancy and illegitimacy, rebuilding the family, 
reinventing government to reflect our basic values. We can't allow this to become just 
another political debate about just another political issue. It's too important — what we do 
this year can have vast consequences that will outlive any of us here. 

* This is hard. I've worked on this for 15 years. Pat has been working on it for 30. 
Humility is in order ~ history is littered with reforms in this area that failed or fell short. 

2. I am troubled by the course the debate has taken so far. 

* I don't like the bill the House passed because it's not real reform: 
It won't move people from welfare to work. In fact, it cuts child care that 

people need to get and stay off welfare. 
— According to CBO, its work requirements are unworkable. 
~ It effectively repeals the Family Support Act, and removes any real 

responsibility for states to help people move from welfare to work. 
~ It punishes small children for their parents' mistakes. 

* The child support enforcement provisions showed what can be done with a 
bipartisan effort. The Senate should forget the rest of the House bill and start from scratch. 

3. I want to see real welfare reform that is tough on work and responsibility, but good 
to kids ~ and that gives states real flexibility, not just more problems and less money. 

* The test of real reform is whether it moves people from welfare to work. We need 
time limits and tough work requirements that make sure people who can work must go to 
work. But if people need child care or job skills in order to go to work, they should get it. 

* We should give states a lot more flexibility to achieve these goals. I've given 25 
waivers. I think we should go further, and give states the option to start doing what now 
requires a waiver on their own, without having to ask our permission. 

* But we won't get flexibility or real reform if all Congress does is ship everything 
off to the states and expect them to solve more problems with less money. Last week, I 
spoke to the Florida state legislature about what would happen to a high-growth state like, 
Florida under these block grants. Republicans and Democrats alike were nodding their heads 
and applauding. If we want real reform, we can't solve all our budget problems here in 
Washington at the states' expense. We shouldn't put states and children at risk. 



4. We must do everything we can to make this a bipartisan issue. 

• Most Americans without regard to party agree on what must be done to reform 
welfare. If wc can't put politics aside and agree on this issue, we never will. In the House, 
the Republicans went their own way ~ and the bill they passed suffered for it. We cannot 
let that happen in the Senate. 

• If they try to jam this through the Senate as part of reconcilation, without real 
cooperation and debate, they will destroy a bipartisan national consensus that goes back to 
Ronald Reagan. If we work together, we can pass a sweeping, landmark bill that 90% of the 
people in America will support. If they decide to go it alone, this issue will divide the 
country, both parties will suffer, and millions of children will pay the price. 

• I believe it would be an enormous political mistake for them to go that route. As 
we found out, there's no better way to hide your light under a bushel than through 
reconciliation — just try to find a voter who has ever heard of the EITC. But more 
important, this issue is too important to most Americans. They don't want to see another 
bitter, partisan debate. They don't trust either party enough right now for that. As Pat 
Moynihan has said many times, nothing this important should be done without support from 
both parties. 



March 2, 1995 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 

SUBJECT: Welfare Reform Update House Ways & Means Markup 

On Friday, the House Ways & Means Committee will finish work on the Republican 
welfare reform bill, and send it to the floor for consideration in late March or early April. 
(The Senate begins committee hearings next week, but has no plans to get serious until May 
or June.) House Republicans have made several changes in response to Democratic pressure, 
but they remain vulnerable to our criticisms that it is weak on work and tough on children: 

1. Weak on work: After Democrats ridiculed the work requirements in the 
siibcoininittce bill as weaker than current law, Republicans increased their nominal work 
participation rates to 50% by the year 2003 (up from 20%) — while continuing to cut money 
by $15 billion over 5 years. At the same time, they added a new loophole that lets states 
count caseload reduction as work participation. States could fulfill their entire work 
participation standard just by cutting people off — without moving anybody into work. 
Republicans rejected a Democratic amendment that would have imposed tougher work 
requirements and given the states money for work programs at the level Republicans 
promised in the Contract with America. 

2. Tough on children: The Contract called for a lifetime welfare ban for unwed teen 
mothers and their children. House Republicans have softened that significantly to let states 
restore aid when the mother turns 18. The original version would have affected millions of 
children; the new version applies to a much smaller fraction of the caseload. But it's still a 
bad idea to cut people off rather than making them stay in school and turn their lives around. 
The cutoff is opposed by the NGA (Dean, Thompson, and others wrote House Republicans 
last week to complain about conservative micromanagement in the bill), right-to-lifers, and 
Americans generally (including 57% of Republicans, according to the New York Times poll). 

The new Republican plan also includes a bonus for states that reduce their 
"illegitimacy ratio" — the number of out-of-wedlock births and abortions divided by total 
births. Democrats pointed out that this would give states a financial incentive to limit the 
right to choose, and that welfare reform should be a debate about work, not abortion. 

3. Not tough enough on deadbeats: The final committee bill is likely to include 
80-90% of our child support provisions, but some Republicans have been dragging their feet 
on a few elements, including threatening to suspend drivers and professional licenses for 
parents who refuse to pay — a tool that has proved enormously successful in Maine and 
other states that have tried it. Wc rushed a letter from you up to Archer late today insisting 
on the toughest possible child support measures. The committee will not make up its mind 
until sometime Friday. You should criticize them sharply if they wimp out. 



WELFARE REFORM 

0. What do you think of the Republican welfare reform bill approved by the House Ways 
and Means Committee this week? Would you sign it? 

A. I am committed to working across party lines to enact a bill this year that will end 
welfare as wc know it. So far, some Republicans in the House seem more intent on 
just cutting people off and punishing them for their mistakes than in moving people 
from welfare to work. If we're going to end welfare as we know it, wc should be 
tough on work and tough on deadbeats, not tough on children. 

0. Ycur administration has not submitted its own welfare reform plan this year. What 
kind of plan do you support? 

A. I'm proud of the bill we put forward last year. It was the toughest, most 
comprehensive welfare reform plan any administration has ever proposed. When the 
dust settles, I believe a number of our provisions on child support enforcement, work, 
and teen pregnancy will become law. 

Now we're working with members of Congress and governors in both parties to enact 
a bill that fulfills the fundamental principles at the core of my plan: Real welfare 
reform should be serious about moving people into work, and requiring anyone who 
can work to go to work. It should demand responsibility from both parents, with the 
toughest possible child support enforcement. It should discourage teen pregnancy and 
send a clear signal that it is wrong to have children outside marriage. And it shouldn't 
punish children for their parents' mistakes. 

Q. Can you sign a bill that does not contain an individual entitlement? 

A. I believe in giving states a lot more flexibility — I've given waivers to 24 states, more 
than any other President. But as a former governor, I also know that we won't have 
real welfare reform if all Congress docs is shift costs to the states or pass the buck 
from one bureaucracy to another without transforming the welfare system. We have a 
national interest in work, responsibility, and the well-being of our children, and wc 
ought to set clear national goals and give states the chance to meet those goals without 
top-down micromanagement from Washington. 



Q. You were the one to call for ending welfare as we know it — but hasn't this welfare 
reform debate passed you by? 

A. I look forward to working with Congress to pass a good bipartisan bill. As a 
governor, I worked with a Democratic Congress and a Republican President to pass 
the Family Support Act. 

But I'm not waiting for Congress. In the past two years, I have given 24 states ~ 
half the country ~ the freedom to cut through federal red tape and regulations and try 
innovative new approaches to welfare reform. That's more waivers in two years than 
my two Republican predecessors did in 12 years. 

My Administration has broken every record in collecting child support, which is the 
essential to getting people off welfare and helping them stay off Eariier this week, I 
signed an executive order to make sure that federal employees who owe child support 
have to pay it. And I am going to keep pressing Congress to send me a welfare 
reform bill that is tough on work, tough on child support, and good for our children. 

Q. Do you support the Republicans' new plan to block grant food stamps for states that 
do electronic benefits transfer? 

A. I am a strong supporter of electronic benefits transfer, and along with Vice President 
Gore, I have been pushing more states to adopt it as a way to empower people, cut 
bureaucracy, and reduce fraud. But the Republicans seem less interested in reform 
than in cutting the heart out of our longstanding bipartisan commitment to make sure 
children in America get enough to eat. School lunch and other nutrition programs 
have done a great deal to eliminate hunger in America, and Republicans are wrong to 
try to pay for their Contract by asking poor children to eat less. 



THE WHITE HOUSE 

WASH ISC TON 

March 2, 1995 

Dear Mr. Chairman, 

I am writing to reiterate my firm belief that 
Congress must pass tough child support enforcement 
measures as part of welfare reform. When absent 
parents don't provide support, the inevitable 
result i s more welfare, more poverty, and more 
d i f f i c u l t times for our children. I t i s essential 
that a l l Americans understand that i f they parent a 
child, they w i l l be held responsible for nurturing 
and providing for that child. 

I am doing everything in my power to crack 
down on child support enforcement. In 1993, we 
collected a record $9 billion in child support — a 
12 percent increase over the previous year. Last 
week, I signed an Executive Order to ensure that 
federal employees who owe child support live up to 
their responsibilities as parents, and that the 
federal government w i l l do i t s utmost to help find 
parents with delinquent child support claims. Our 
welfare reform plan included the toughest child 
support measures ever proposed. I f absent parents 
aren't paying child support, we w i l l garnish their 
wages, suspend their licenses, track them across 
state lines, and i f necessary, make them work off 
what they owe. 

Parental responsibility should not become a 
partisan issue. At the bipartisan national Working 
Session on Welfare Reform that I hosted at Blair 
House, Republican and Democratic leaders from 
around the country and every level of government 
agreed that we should enact the toughest child 
support enforcement measures possible. 

I hope the committee w i l l not shy away from 
i t s responsibilities on this issue. A number of 



* * 

b i l l s similar to our plan could serve as the 
foundation for any effort to reform child 
support — including the one offered by 
Representatives Barbara Kennelly, Nancy Johnson, 
and others. C r i t i c a l elements include denying 
welfare benefits to any unwed mother who does not 
cooperate fully in identifying the father, powerful 
measures for tracking interstate cases, and serious 
penalties — including license suspension, and i f 
necessary, requiring work ~ for parents who refuse 
to pay what they owe. We must also include both 
the performance incentives and resources states 
need to do the job right. 

I t i s time to get serious about child support 
in this country. I look forward to working with 
Congress to get i t done. 

With best wishes. 

Sincerely, 

The Honorable B i l l Archer 
Chairman 
Committee on Ways and Means 
House of Representatives 
Washington, D.C. 2 0515 


