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PROCEEDI NGS

MR. TANNER |I'm M chael Tanner, and I'mthe Director
of Health and Welfare Studies here at the Cato Institute, and
"' mdelighted to welconme you here to the F. A Hayek Auditorium
and the Cato Institute for a forumon Welfare, Wrk and Four
Years of Change: Were Do W Go From Here?

This is, of course, an election year, you may have
noticed. And if you' ve been out listening to what's been goi ng
on on the canpaign trail out there, you may be surprised by one
of the mssing issues, welfare reform |If you think back to the
| ast presidential election or the presidential elections before
that, welfare reformwas a major issue. It seened to be a
stable part of every politician's stunp speech to tal k about the
need to end welfare as we know it.

Vell, four years ago we passed welfare reform and
since then it seens to |l argely have dropped off the politica
radar screen. In fact, if you listen to our current candi dates
for President, particularly George W Bush and Al Gore, both of
t hem enbrace the fact that welfare reform has been a trenendous
success, and then they argue over who should get credit for
t hat .

Well, we're here to rai se sone ot her questions today.

We're here to raise the question of whether or not welfare
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ref orm has been a trenendous success, and then we're going to
ask, even if it has been a success so far, should we sinply stop
now or is there nore that can be done?

And it's inportant as we do this to renenber this is
not just a political issue. |It's not even just an issue about
taxpayers' noney. It's an issue about real people who are
af fected by these changes, about wonmen and children out there
who are having to deal with the effects of welfare reform

So, we have an excellent panel | think today with very
di verse viewpoints. W're going to talk about the future of
wel fare reformand its past.

Wth that, I'd like to get started and wel come our
first speaker today, who is fromthe Cato Institute. Lisa
A iphant is the author of a new study just being rel eased today,
Four Years of Welfare Reform A Progress Report. |If you did
not pick it up on your way in, you can get it on your way out.
Lisa is an Entitlenents Policy Analyst here at the Cato
I nstitute.

She comes to Cato fromthe Hudson Institute and
particularly fromthe Hudson Institute's London office, working
there conparing U. S. and European wel fare systens. She hel ped
to advi se Tommy Thonpson in the devel opnent of the W2 systemin
that state. She has her nmasters in European social policy from

t he London School of Econoni cs.
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She has been a trenendous asset to the Cato Institute
since she joined us just a few short nonths ago, and she is
truly I think one of the experts on welfare policy and what the
states have been doing in this country. Her paper is one of the
nost conprehensive reviews of the literature done to date on
this subject. W're very happy to have her speak today.

Li sa d i phant.

(Appl ause.)

LI SA OLI PHANT,

ENTI TLEMENTS POLI CY ANALYST, CATO | NSTITUTE

M5. CLI PHANT: Thank you, Mchael. That's very nice.

Well, 1 was out the other day and I was having | unch
with a friend of mne, a Republican buddy, and the topic turned
to presidential politics. In the course of our conversation
that day, ny buddy is very cynical about our current President,
but he conceded that he thought perhaps M. Cinton had done one
thing right in his eight years in office. And |I'mthinking, oh,
here it cones. This is exactly what he said. He said, well, he
signed a tough welfare reformbill into |aw and he nade it work.

Now, Jess is not an expert on welfare reform but he
reads the papers every day and he considers hinself pretty well

informed. | think his opinion about welfare reformreflects one
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of two that are generally adopted by our tuned-in Anerican
public. They've either bought into the belief that welfare
reformis succeedi ng because nasses of people have left welfare
for work, or they've condemmed the new law for failing to neet
t he needs of the poor and putting nore people out into the cold.
As it turns out, | think neither insight is entirely accurate.
Four years into welfare reform | think it's becom ng
pretty clear that the inpact of the newlaw is not as extrenme as
either side is claimng. On the one hand, welfare reform has
not turned out to be the draconian instrunent that nany feared
it would be. Take sone coments by people |ike Senator
Moyni han. Back in 1995, he warned to Bill Clinton that this
bill is going to be ruinous to children. It is an obscene act
of social regression. It visits upon children the wath of an
el ectorate disillusioned with government and |lost to principle.
Vell, as it turns out, | think few recipients have
actually been made worse off by the newlaw. On the other hand
| think it is becom ng increasingly apparent that this country
has not |egislated the solution to poverty independence. Behind
the dramati c casel oad declines and increases in single nothers
enpl oynent lingers the reality of one, concentrated poverty;
two, long-termwelfare receipt; and three, what | cal

suppl enent al dependence anong the worki ng poor.
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Now, | think by now nost analysts will agree that
success cannot be neasured sinply in terns of the casel oad
declines, in ternms of casel oad nunbers. Since states began
experinmenting with welfare reform back around 1993, the nation's
casel oads have declined by about 53 percent which is, no doubt a
devel opnent worth cel ebrati ng.

On the other hand, two facts seemto suggest that nuch
of the success thus far has conme from our boom ng econony and
havi ng creaned sonme of the easiest to place, nost enployable
i ndividuals fromthe top of the rolls.

The first is the fact that many states have had a
pretty tough tinme sustaining the sharp drops that they sawin
the first two years after the new welfare | aw was passed.

Around 1998, casel oad declines in a handful of states began to
slow pretty markedly or even began to reverse thenselves to
increases in states |like New Mexico, Indiana, Hawaii, W sconsin,
Tennessee.

Second, evidence is also energing that urban areas,
where poverty is often the nost concentrated, have had
consistent difficulty keeping pace with the rest of the nation's
casel oad decl i nes.

What these facts suggest to ne is that the toughest to
enpl oy individuals, who now nuch up the lion's share of the

casel oad, are not responding to or, in many cases, remain exenpt
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fromthe tough, new rules attached to welfare receipt. So,
t hi nk | ong-term dependence, which is what we shoul d be nost
concerned about at this point, really remains a sleeping giant
in the wake of welfare reform

A closer | ook at the remaining casel oad does bear this
out. Studies show that those who are left on the rolls four
years into reform have | ess education, fewer basic skills and
| ess previous job experience. Furthernore, we're finding out
that an increasing proportion of people left on the rolls are
peopl e who have been there for nore than five years. So, the
possibility of an entrenched, immobile, and really segregated
undercl ass, that people |like Charles Murray have spoken so
convincingly of, really have surfaced as we've noved sone of the
easi est cases fromthe top

Now, not until recently have researchers really begun
to probe the question of what has beconme of the nearly 8 mllion
peopl e who have succeeded in noving off the welfare rolls since
the new | aw was passed. On the one hand, fears that welfare
reformwoul d plunge a nunber of recipients into poverty, hunger
and honel essness for the nost part have turned out to be
unf ounded. Most who left the rolls since enactnment of reform
have not experienced decreased overall well-being, and many have

actually profited in noving off of welfare.
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As it turns out, between 60 and 80 percent of fornmer
recipients do end up finding work after welfare. O those who
are working, nost are working full-tinme. They're having their
earni ngs subsidi zed by a generous conbination of state and
federal earned inconme credits, and nost continue to retain
access to or continue to be eligible for a whol e host of other
gover nment non-cash benefits, like Medicaid, child care
assi stance, and food stanps.

So, with the help of a boom ng econony, poverty has
continued to fall in every year since the new | aw was passed.
The child poverty rate is the lowest it has actually been in 20
years. Wen asked in surveys about life after welfare, forner
reci pients overwhel mngly respond that their |ives are easier
off the rolls and that they feel nore hopeful now than before
about their future well-being.

Now, the problemthat | see here and this is a problem
that | highlight in ny paper is that increased well-being has
been achieved at this great cost of sustained dependence on
suppl enmental and, in nmany cases, continued cash benefits. Few
enpl oyed wel fare | eavers are earning enough through wages al one
to be better off on work than on welfare. So, as a result,
around two-thirds of forner recipients continue to depend on the
governnent to meet their basic health care, child care, food,

housi ng and transportation needs.
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Now, al nost everyone woul d agree, | think everyone
here probably woul d, that noving people fromwelfare to work
signifies progress, but | don't think that any honest assessnent
woul d go so far as to say that this group had attained true
sel f-sufficiency.

So, our real challenge then and the real neasure of
success is how do we turn |ong-term dependence into true
self-reliance, and | think this is a question that welfare
reformseens to be only half answering. Getting people into
jobs is a good first step. Getting people into |ong-term
enpl oynent wth opportunities for advancenent and extendi ng
these results to the hard core of long-termrecipients is a goal
which | think welfare reformjust is not realizing.

Al of this raises the question for me of just how
possible it is to fully rehabilitate individuals who have been
invited to sanple |long-term dependence. | think it's a
chal |l enge which is not going to go away and which is going to
continue to beg for an increasing anount of taxpayers' noney.
Al ready around half the states are spending nore per recipient
than required by the new | aw, and around half the states have
doubl ed the anpbunt spent per fam |y that they allocated under
the old system And when the econony finally starts to sl ow,
you can bet that the war agai nst existing dependence is not

goi ng to get any easier or cheaper.
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So, with no nagic solutions so far, where do we go
fromhere? | think having seen the limts of what welfare
reformcan do for people already dependent on the system it's
really time to adopt the old rule that an ounce of prevention
really is worth a pound of cure.

So, the clear and obvious answer to ending |ong-term
dependence is to prevent it fromtaking shape in the first
pl ace. This kind of preventive effort involves, one, continuing
to strengthen or focus on diversion strategies, and two,
tackling head on the issue of young, unwed notherhood.

Diversion is a way of screening applicants to ensure
that those with alternative incone sources or people who are
likely to find jobs or people with sinply short-term needs never
end up on the welfare rolls. States have so far found success
Wi th strategies such as urging applicants to look to relatives
for help, witing short-term one-tinme energency assi stance
checks or offering low interest |oans, referring applicants to
private charities, and finally requiring people to spend weeks
searching for work before ever giving themthat first welfare
paynent .

As of 1998, about 35 states were enpl oying sone form
of diversion strategy. Now, not surprisingly, what do you think
t he nost favored approach was? It was witing those short-term

one-tinme energency assistance checks, which again nay be
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considered a better formof welfare, but it's still a cash

wel fare paynment. And the |east favored approach, of course, was
referring people to private charities or encouragi ng people to

| ook to relatives for help.

It is this latter strategy, however, which | think
states really need to enbrace as the ultimate goal is
i ndependence of the public safety net. So, welfare agencies in
all states should require applicants to look to private
charitable and famly support before offering any form of cash
wel fare paynent.

At the end of the day, though, | think there does
exi st an even nore effective way for keeping people fromfalling
into wel fare dependence than aggressive screening at the point
of application for benefits. | think what we need to do is keep
people fromfalling into those situati ons where they ever have
to go to that benefits office and sign up for the check in the
first place.

At any given time, around one-third of wonen on the
wel fare rolls got there because of an out-of-wedl ock birth, and
nost of these wonen go on to becone |ong-termrecipients of
wel fare. Most are in their late teens and early twenties. For
that reason, you wll hear a | ot of supporters of welfare reform
citing the fact that, hey, teenage pregnancy has been goi ng down

in every year since the new | aw was enact ed.
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But if our ultimate goal is ending welfare dependence,
it's really not teenage pregnancy per se that should concern us.
It is, as |'ve just said, out-of-wedlock births, and this is an
i ssue which welfare reformreally seens to be failing to
addr essi ng.

Around three-quarters of young nothers continue to
have their children out of wedl ock, which is the sane disturbing
figure as when the new | aw was enacted, roughly the sane, and
overall illegitimcy anong all age groups put together has been
wor seni ng si nce enactnent of the new law. At present, around
one out of three children in this country is born out of wedl ock
and nost to wonen between the ages of 18 to 24.

One of the reasons that wel fare reform has not
succeeded in tackling this key cause of dependence is that it
has been so focused on cl eaning up the damage w ought by the old
system The new enphasis of welfare reform should be preventing
nore of this damage fromoccurring in the first place. As |ong
as wel fare continues to be an option for young wonen getting
pregnant out of wedlock, I think wonen will continue to do so
because they believe with the welfare there, that they are
maki ng a socially acceptabl e and econonically viable choice.

Congress' next nove, while continuing to support and
encourage work among those currently receiving welfare, should

be to enact a prohibition -- this is going to be a tough one as
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wel | -- agai nst anyone new fromsigning on to the rolls. That
should go into effect 9 nonths and 1 day from signing, so that
wonren t hi nki ng of nmaking these choices will have an incentive to
think twice before getting into an unsustainable situation. |If
the welfare systemno |longer permtted new entrants, it is very
likely that the proportion of all births that occur out of

wedl ock woul d decrease substantially.

Now, a nunber of people -- and |I'm guessi ng a nunber
of you -- may be thinking, okay, sure, ending welfare may
di ssuade sone people from maki ng bad choices, but there are
al ways going to be famlies living in poverty and wonen havi ng
ki ds out of wedlock. How could you possibly think of ending or
taki ng away help fromthese peopl e?

My answer to this is that cutting off the fl ow of
government handouts to the poor is not akin to | eaving people
out to starve. | wonder why it is that we think the only
conpassi onate and effective nmeans for hel ping peopl e back onto
their feet is some governnment run progranf

Encour agi ng people to make wi se choices, and if that
fails, to look to the communities and famlies for support is a
far kinder and generally far nore effective approach. W have
at present arich variety of private and faith-based efforts in

this area. Sone involve hel ping people turn their lives around
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t hrough job training and coachi ng and connecting people with
enpl oyers.

QO hers use faith as a vehicle for personal
transformati on, and others sinply ensure that imedi ate needs
continue to get nmet through provision of food and shelter. So,
these initiatives have generally been nore effective at noving
peopl e out of poverty and neeting i nmedi ate needs in a shorter
time with longer lasting results and at a | ower cost.

As it stands, if | had to give welfare reforma grade,
| would give it a grade of about C. The 1996 | egislation, while
noderately successful in reducing the incentive for people to
| eave wel fare, has produced few gains in self-sufficiency and
has done little to di ssuade wonen fromentering the rolls in the
first place. | think it's time for policynakers to really take
seriously this idea of ending welfare as we know it, rather than
sinply tinkering with this decades' old fundanentally fl awed
program

Until welfare is no |onger available or an attractive
option for wonmen considering maki ng untenable life choices, |
think this country is going to continue to spend an endl ess
anount of energy and taxpayer noney trying to cleanup its
dependency problem But | think even nore inportant than that,

if our true goal is conpassion, then let's end welfare so that
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| ow i ncome fam|lies never have to experience the debilitating or
denoralizing trap of welfare dependence.

Thank you.

(Appl ause.)

MR. TANNER: Thank you, Lisa.

I f you go around town very |long and you start talking
about welfare reformand the questions conme up, one of the
answers you al ways have is, well, go ask Ron Haski ns because
it's generally acknow edged that he'll know the answers. Ron is
the Staff Director for the Subconmttee on Human Resources of
t he Ways and Means Conmittee up on the Hill.

Previously he was a research professor at the
University of North Carolina, Chapel Hill, and a lecturer in
hi story and education at the University of North Carolina,
Charlotte. He has also been a high school social studies
teacher. So, he has sort of covered the ganut of North Carolina
education | think.

He has spent 13 years now i n Washi ngton where he has
worked on welfare reform child care, and a host of other issues
relating to them He's the nan generally considered to have the
nunbers here in town and one of the brains behind welfare
reform the bill that passed. W're happy to have Ron Haskins
wi th us today.

(Appl ause.)
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RON HASKI NS, STAFF DI RECTOR,
SUBCOWM TTEE ON HUVAN RESOURCES,

HOUSE COW TTEE ON WAYS AND MEANS

MR, HASKINS: Well, first I'd like to congratul ate
Wendel | for showing up. Wendell and | often have occasion to be
on a podiumlike this together, but usually we're in a room
that's full of crusty old liberals and socialists and one fine,
young conservative in there who happens to be sitting next to
Wendell. Now, we're in a roomfull of fine, young conservatives
and libertarians and only one socialist is here. So, Wndell
good | uck.

(Laughter.)

MR. HASKINS: Turnabout is fair play.

Actually on a panel like this, | think the ratio is

about three to four, and | think that's just about the ratio of

credit in this bill to Republicans and Denocrats. |It's
essentially a Republican bill, and as | can see quite clearly
fromLisa' s remarks not a Libertarian bill. W'Ill get to that

in just a nonent.

| hope all of you have a handout because what | woul d
like to do is race -- and | do nean race -- through what the
wel fare bill did and what its results have been, and then I'd

like to tal k about the steps ahead.
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There were two problens that the bill attenpted to
address. The first one, of course, was wel fare dependency, as
Lisa has indicated. Ironically, we used to debate this topic a
[ ot in Washington. And Denocrats would say people go on welfare
and cone right off, and sone say, no, no, no, they go on welfare
and they stay on forever. And we had a fine debate because
nobody knew what they were tal king about.

Then in the 1980's we received a wonderful study from
Harvard University no | ess, authored by David Elwood and Mary Jo
Bai ne, both of whom wound up in the dinton adm ni stration and
they left before it cane tinme to actually adm nister that
wonder ful Republican bill, but they played a role in the actual
wel fare reform

The research, which has been replicated nany tines

since then, showed that at any given nmonent, if you | ook at the

wel fare rolls, 65 percent of the people will eventually, if you
count repeat spells, be on eight years or nore. 1In all ny years
in Washington, | think that's the only tinme | ever saw a big

debate ended with data.

People still deny it, but it's inpossible to deny that
wel fare dependence was a really serious problem that people
went on the rolls, sone people cane off, went on, and cane off,
sone people stayed off. But at any given nonment, for exanple,

in 1994 on the eve of the welfare debate, probably 3.2 mllion
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or 3.3 mllion people wuld eventually be on welfare for eight
years or nore, and the average spell would be probably close to
15 years, as subsequent research shows. So, dependency was a
huge problem and the anecdote that Republicans selected -- its
a traditional anecdote for Republicans and for Anericans --
mandat ory work. So, that was one strand of the debate.

The second strand -- and one that ironically Mynihan
tried to start in 1965, although he had no idea where it was

going to lead until this gentleman on ny right here decided to

take it seriously -- is illegitimcy. There is no question in
my mnd -- and I don't see how there can be any question in
anybody's m nd who does a fair assessnment of the data -- that

illegitimacy is the notor that drives poverty and all kinds of
social problens in this country.

| do agree with Lisa that unless we can sol ve
illegitimacy, we will still have a najor welfare problem W

can have nmuch less of a welfare problemthan we've had in the

past, but we still have a major welfare problem |'mnot going
to say any nore about illegitimcy in this address.
There are about 15 provisions in the bill, sonme of

them quite good. W actually took a version of the Mirray
solution and now the Aiphant solution which is to actually cold
turkey stop benefits. W tried to do it with food stanps, cash

for young nothers. W actually got the end of cash through the
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House and it died an ignoni nious death on the Senate floor, and
a mpjority of Republicans failed to support the proposal. So,

it actually passed the House, but we could not get it through

the Senate, and it only applied to teenage nothers. 1'IIl et
Charl es determ ne whether other provisions in the bill have nade
an i npact.

I f you | ook at the next handout, let nme tal k now about
how we end wel fare dependency and what the Republican plan was
for truly transformng welfare, and it's easily sunmarized in
five statenents

The first is end the cash entitlenent. The idea was
this strikes right at the heart of the systemthat |iberals and
Denocrats have built over the years, which is that people are
entitled to benefits. 1It's a strange concept that people, if
t hey have children they can't support and refuse to work, then
t axpayers are obliged, obligated legally to pay them benefits.
So, we picked out cash as the nost prom nent part of that
system the nost notorious part of the system and we ended the
entitlement to cash benefits.

This was always the first target of Mynihan's
response. |If you want to know what the other side is really
worried about, | ook at their real thinkers. That was | think

the nost inportant thing, that for the first tine in Anerican
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hi story, we ended entitlenent. The concept that you deserve
wel fare benefits at least got a terrific jolt in 1996.

The second is block grant funding. This, of course,
provi ded states with serious financial incentive to help people
get off the rolls. 1In the old days, if you hel p people get off
the rolls and the rolls went down the federal governnent
rewarded you by cutting the anount of federal dollars you got.
Now you get a fixed sumof noney. |f you help people get off
the rolls, you keep the sanme anount of noney. So, you have a
| ot nore noney per recipient.

Third part of the bill was work requirenents. Robert
Rector and nany ot her conservatives in town here worked very
hard on these provisions. O course, we had had work
requi rements, so to speak, in the past, but none of them were
ever actually requirenents. This time we actually set
requi renents. W set percentage goals, and both individuals and
states woul d suffer financial penalties if they refused to
participate in these work requirenents.

The fourth, of course, as |'ve already suggested, is
sanctions. There were true sanctions in the bill. As we speak
today, | believe about 37 states actually have a full famly
sanction, which neans if you don't do what the states say, you

can lose at first part of your benefit and eventually -- and in
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sonme states eventually cones pretty quickly -- you | ose your
entire benefit.

Then finally, a five-year tine limt. This has gotten
attention out of all proportion to its actual significance. W
can discuss that later, if you would like to, but I think it was
a very inportant signal, because it signaled, |ike the nane of
the programitself, Tenporary Assistance for Needy Fam i es,
that welfare is tenporary. You are expected to get off welfare,
not to be dependent on welfare.

So, what's happened?

First, as Lisa suggested, the rolls have declined. A
| ot of people, including Wendell, are quite critical about folks
who enphasi ze the decline in rolls because they take this to be
an i nadequate neasure of welfare reform and | entirely agree
with that. But | wi sh everyone would just pause for a mnute
and think if someone had told you that four years after we enact
the welfare reformbill, the rolls would be cut by well over 50
percent and that 2.4 percent of Anericans would be on cash
wel fare, which is the | owest since 1965, four years after
wel fare reform nobody woul d have believed that.

It is a remarkabl e achi evenent, conpletely
unprecedented in the history of American social policy, and it's
t he sine qua non of successful welfare, which is getting people

off the cash welfare rolls.
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The second outcome is massive, spectacul ar increases
in work, especially by female heads. |If you | ook at the next
chart, these are based on Lieber's studies of the states.

The Congressi onal Research Service, by the way, has
just witten a wonderful summary, about 130 pages, of everything
we know so far fromresearch and denographi ¢ data about welfare
reform survey data, and they have a very nice study of Lieber's
in there.

This is based on an original study that GAO did two
years ago, but the results are basically the sane. At any given
nmoment, about 60 percent or so of the people who | eave wel fare
are enployed. If you |look over a period of time, about 80
percent are enployed. So, there are sone still some people that
aren't enployed, but generally people are enpl oyed.

I f you |l ook at the next chart, |I think this captures
what to ne is really the nost remarkabl e achi evenent of welfare
reformand a good econony and |ots of other factors, but welfare
reformis right at the heart of it. As you can see, the top
chart there, the top line in that graph is married wonen in the
| abor force, and that just continues at the historic 20th
century trend which is nore and nore married wonmen wor ki ng.

The second line is all female headed famlies. As you
can see, starting about the md-1990's after nore than a decade

of al nost conplete stability, there was a big increase, so nuch
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so that in the last two years, 1998 and 1999, the probability
that a single nother would have a job is actually higher than a
married nother for the first tine.

But even nore inpressive, the last line is never
married nothers. These are the nothers nost |likely to go on
wel fare, the nothers nost likely to stay on welfare for a | ong
time, and the nothers least likely to |leave for work. And if
you | ook at that line, you can see that there has been a
dramatic, over 40 percent increase in work by these never
married nothers. |If you will |look at the source of that data,
it's Gary Bertless at the Brookings Institution. And Gary and
Br ooki ngs, neither one, have their conservative credentials in
very good order, so I think you can count on these data being
absol utely accurate.

The third effect is poverty. | think Lisa went
entirely too quickly over poverty. | would expect -- and
Charles and | may have an opportunity to discuss this in nore
detail, that there would be a nunber of conservatives, and
especially Libertarians, who would not accept reduction of
poverty as an adequate goal of welfare reform They woul d not
accept that. | think it is a reasonable goal of welfare reform
| think the Anerican public does not want children living in
poverty, and | think it's a reasonabl e goal of welfare that we

shoul d hel p children escape poverty.
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| f you | ook at the next chart, you will see that we
have had dramatic success. Wendell here on ny left, for the
first time that | can renenber, was the author of a report that
predi cted that about a mllion kids would be put in poverty by
that Republican bill. Senator Myni han used that incessantly in
speeches and in things that he wote.

As you can see fromthese data, in 1995, 1996, 1997,
and 1998, the welfare rolls were declining, and in all four of
t hose years, those declines in the welfare roll exceed the
percentage decline in any previous year. So, huge declines in
wel fare, sinultaneous with declines in child poverty and
declines in black child poverty. Jesse Jackson notw t hst andi ng,
who is still running around saying poverty is up, poverty is up,
bl ack child poverty in 1997 had its biggest single-year decline
ever.

| f you turn the chart now, you will see that those
data, which are based on official poverty statistics, actually
dramati cal | y under-represent progress against poverty. If we
use a broader neasure that takes into account -- | think Lisa
used the term "suppl enental dependency” to refer to these
prograns outside the welfare system |ike the earned incone
credit, like child care and so forth. You can see here that if
we use that neasure, there has been even nore of a reduction in

child poverty.
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In fact, if you |l ook conpare the 1980's and the
1990's, | want to use these nunbers to nmake a point that | think
is extrenely inportant. In the 1980's, we had an econony that
was virtually as good as the econony we have now. V¢ added
about 19 mllion jobs. W've added 20 sone now. |f you | ook at
the inmpact on child poverty of that wonderful econony of the
1980's, you wll see that child poverty went from 15. 6 percent
to 13 percent, which is a 2.6 percentage point or 17 percent
reduction.

Now, if you look at the 1990's, you will see that
poverty has gone from 15.5 percent to 11.1 percent, already
al nrost a 30 percent reduction in child poverty in just five
years. So, we've done alnost twice as nuch in five years as was
done in the 1980's in six years in reducing child poverty. So,
we' re having dramati c success, and the reason becones clear if
you | ook at the next page.

This is a study that we asked the Congressi onal Budget
Ofice to do, and we asked themto do the follow ng exercise.
Pretend that Congress had not changed any | aws that provide
suppl enent al dependency benefits, using Lisa's term to people
who have left welfare, working famlies, the earned incone
credit, child care, the other entitlenent prograns.

Pretend that Congress did not change any |l aws after

about 1984 and then analyze the actual census data for the
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characteristics of the population in 1998 or 1999 and predict
how much noney woul d be spent under these prograns. The answer
is, you can see in the left bar graph, is $5.6 billion. So, if
Congress had left the Iaws al one for supplenental benefits, it
woul d be $5.6 billion.

Now repeat the exercise, and this tine use the actua
| aws that Congress passed and your prediction of how nuch noney
will actually be spent. And the answer is $52 billion.

So, what we have had is two revol utions, not one.
We've got the welfare revolution. W ended welfare as we know
it. We required people to work. Meanwhile, over a period of
nore than a decade, Congress expanded what we mght call the
wor k support system or the suppl enmental dependency systemto
subsi di ze the | ow wage work that nothers fromwelfare could
qualify for, and as a result of that, we have had these dramatic
reductions in child poverty.

Now, if you will turn the page, there are a nunber of
jobs left to do. I'mgoing to nention a new one first, which is
| think that the reduction in child poverty, which is
attributable directly to Republican courage in 1995 and 1996,
despite -- and by the way, the quote that you read was quite
mld conpared to the charges in the House and the Senate,
especially in the House where Republicans were accused of being

Nazis comng for the children in the mddle of the night and

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



27

ot her things. And House Republicans stood fast and passed a
very tough welfare reformbill, and the President, for reasons
that will forever nystify nme, actually signed the bill, and the
rest, as you have seen, is history.

We did the right thing. W should continue on this
path. 1t is a major achievenent to be able to get people off
wel fare and to subsidize themonly based on their work and not
on their welfare. And the results on child poverty are
extrenely good.

The second thing is that we should | ook carefully at
Medi caid and food stanp enrollnment. | think food stanps is
badly stigmatize. | think that's a good thing. Stignma is a
very good thing. A lot of people don't want food stanps. Fine.
They don't have to take it, but if they want food stanps, as
long as they're entitled, we should arrange adm ni strative
systens in the states so they can get food stanp benefits while
t hey work.

The second is floundering famlies. There are a group
of famlies at the bottom a fairly substantial group, who do
have a | ot of trouble. They don't get welfare and they don't
get that wonderful work support system because they don't work.
What are we going to do to help these famlies? These famlies
are truly floundering and their children are in trouble. There

may be half a mllion to a mllion of them and we really don't
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have good ideas about what to do to help these famlies. W
shoul d figure it out.

Third, as |I've said before, we have to do sonethi ng
about non-marital births. The policies we started in 1996
shoul d be continued. W should try new policies. | especially
would like to try the Murray policy of ending welfare benefits,
as Lisa suggested, for young nothers.

Finally, also as Lisa suggested, we should do a | ot
nore to help young nothers retain their jobs because they have a
pattern of in and out of the |labor force, and to hel p them
advance.

Those will be i mrense chall enges for governnent. It
is not clear to ne that governnent can actually achieve those
ends. So, those are the things that we should try to address in
welfare reform

| would conclude in this way. | quote the fanous
conservative M ckey Kaus. What works is work. We're on the
right path. Let's keep going in this direction.

(Appl ause.)

MR. TANNER: Thank you very nuch, Ron.

| f you' ve been around Washi ngton as |Iong as | have,
you find quickly that there are a couple of things that are

often in short supply. One of those is people who are willing
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to take a stand on principle. The other is people with courage.
| think our next guest has displayed both.

Wendel | Prinus certainly has a history of standing on
principle, and by com ng here today, he has anply denonstrated
hi s courage.

(Laughter.)

MR. TANNER So, we are happy to have him here today.

Wendell Prinus is now with the Center on Budget and
Policy Priorities as Director of Incone Security. But before
that, of course, and probably best known, he was with the U S.
Department of Health and Human Services as Deputy Assi stant
Secretary for Human Services, Policy, in the Ofice of the
Assi stant Secretary for Planning and Eval uati on.

He has al so served as chief econom st for the House
Ways and Means Committee and Staff Director for the Commttee's
Subconmi ttee on Human Resources. So, he shares sonething in
comon w th Ron.

He has been very outspoken on welfare reform and the
future of welfare. He is widely respected in this field here in
Washi ngton, and even if we don't always see eye to eye, we're
sure happy to have hi m here today.

Wendel | .

(Appl ause.)
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VENDELL PRI MJS, DI RECTOR OF | NCOVE SECURI TY,

CENTER ON BUDGET AND POLI CY PRI ORI TI ES

MR. PRIMJUS: Thank you, M chael, for those kind words.
It is a pleasure to be here and enter into a dialogue with ny
conservative and Libertarian friends.

| listen to Ron nore and nore, and we do these panels

quite often. | nust say that over time, Ron, you have really
mellowed. I'mfinding it harder and harder to find disagreenent
with you.

And Lisa, on the other hand --

(Laughter.)

MR. PRIMJUS: Let ne begin with just a couple of
prelimnary remarks to inject a little debate in here. She
tal ked a | ot about nothers and changing the behavi or of nothers.
| think that's one of the things that's wong with her report.
| didn't hear any nention of fathers or dads or trying to change
t hei r behavi or

And | think this society that | ooks to nothers to be
the parents, the caretakers, as well as the bread winners, is
making a m stake. | don't disagree with her entirely. W
should be trying to get nothers into the work force, but we al so
have to do a lot nore with dads of these children of very

|l owincone famli es.
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The second | think is a philosophical difference, and
that is, | believe that in this free, conpetitive econony of
ours, that not all people are born with a capacity to get
t hensel ves and their offspring or their children out of poverty.
Yes, they should be working. W don't have an argunent about
that. And | agree 100 percent with what Ron has said about
wor k, but there are going to be many individuals who have
disability or nmental handicaps or for a period are victins of
subst ance abuse or accidents or whatever that do not have at a
point in time the capacity to earn enough to get thenselves and
their children out of poverty.

Therefore, | believe that governnent has an obligation
through the political systemto add to their work earnings
addi tional incone to nove themup to a liveable standard of
inconme. And if we do that -- and Lisa calls these suppl enent al
entitlenments or a work support system-- there is nothing
denoral i zi ng about receiving aid in that manner. As |long as
they' re working or maeking sonme efforts towards sel f-sufficiency,
the American public | think is fine wth that and we clearly
shoul d have a role of reducing poverty. | think those are ny
chief differences with Lisa's analysis.

| also want to say that when | resigned, the bill has
changed a lot. 1In 1997, there were major changes in the bil

dealing with inmm grant provisions. At the tinme, CBO projected
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that $54 billion was going to be saved over about the next six
or seven years. Alnost half of that cane out of immgrants, and
t hose changes, for the nost part, were w ped out in 1997. W
still have a ways to go | think in |ooking at how this bill has
affected legal immgrants, but we nade a very good start.

What's left of this bill in some ways? There's the
part that 1'mgoing to talk about that has been the subject of
t his conversation, TANF.

But the nost inportant part of the bill in terns of
budget ary savings was the food stanp program probably on the
order of about $7 billion a year. Those were primarily budget
cuts. There wasn't any policy there. | would argue that one of
t he reasons we haven't made as nuch progress agai nst poverty is
because we cut the food stanp programway too deeply. Today
only 40 percent of the working poor that are entitled to
benefits actually get benefits fromthe food stanp program
That probably is our chief problem

There are two recent reports. The Wl fare to Wrk
Partnership issued a report today that contai ns reconmendati ons
to increase the nunber of working poor getting child care and
food stanps and Medicaid. And the Progressive Business G oup
several nonths ago did the sane thing. So, | think I'"'min the

m ddl e here as opposed to being way on the left, and we' ve got
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to help the working poor add to their earnings sufficient income
so that they get thenselves and their children out of poverty.

What do we know t hus far about welfare? Again, Ron
has really given you a pretty good picture. Yes, caseloads are
down by a little over half since their peak in March of 1994 in
the TANF or AFDC program They're down by over a third in the
food stanp program But they've declined nuch faster than
poverty. In fact, the nunber of children in poverty has
declined about 10 percent, yet the nunber of children getting
TANF between 1995 and 1998 declined by 35 percent. [If the
econony was the chief driving force, these nunbers should have
been nore in sync.

It's also clear, as Ron has stated, that enploynent
and earni ngs have increased significantly for single parent
fam lies, but for nost of them they're typically earning $6 an
hour, $6.57. Their earnings are far bel ow poverty, and even
Lisa agrees with that. W have many people |eaving the rolls,
about 30-40 percent that | eave and do not have earnings at the
time they | eave welfare.

We know that many of the | eavers actually have a
decline in incone once they've left the rolls. Food stanmp and
Medi caid utilization is down, and nost welfare | eavers, only
about 20 percent, are getting child care subsidies. |ndeed,

poverty has deepened for the poorest quintile of famlies, and
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t here has been al nbst no progress in reducing the poverty gap
during the | ast few years.

| think the reason for this -- and I'll be the first
to credit welfare reformfor increasing the enploynent of single
not hers, but there has al so been the econony and there has al so
been the policies of naking work pay, the significant increases
in the earned incone tax credit. W've also had increases in
t he m ni num wage.

Al'l of those factors have contributed to the casel oad
decline and have contributed to the increase in enploynent anong
single nmothers with children. | think it's going to be very
hard to di sentangl e what the inpact of the econony versus the
i npact of these make work pay policies versus the contribution
that welfare reform has nade. Wile acadenm cs are trying, |
think they're not going to be very successful.

It is true that enpl oynent increased significantly,
but I think the bottomline is what has happened to their
income. We did an analysis about a year ago at the Center and
found the following, that for single nothers with children that
were in the poorest fifth of the population -- there are roughly
about 1.8 mllion famlies or 6 mllion nothers and children in
that poorest quintile -- they had a significant inconme gain of
$1, 000 between 1993 and 1995, but then over the next three

years, their inconme actually declined by about $350. So, on
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average, those 1.8 million famlies |ost $350. That neans our
enphasi s on casel oad reducti on has overtaken our concerns about
reduci ng poverty.

Even for the next quintile, nothers with incones
between 75 and 112 percent of poverty -- that neans nothers in
t he $10,000 to $20, 000 inconme range roughly -- had an increase
in earnings of $2,400. They actually got nore earned incone tax
credits as a result. But at the end of the day, their incone
was only better off by about $400 to $500. So, they earned
$2,400 to $2, 500.

My question to you is if they earned that much nore,
why didn't their income increase by at |east $1,500 to $2, 0007
And the answer is because those famlies |ost food stanps and
ot her work supports.

To drive that point hone, yes, it's true, as Ron has
said, the nunmber of poor children has declined, and you would
expect it to. W're in the |ongest econom c expansion in our
U.S. history. Child poverty rates ought to be going down. But
if you neasure poverty by the poverty gap, the anpunt of incone
that it takes to nove every child or every famly with children
up to the poverty |ine, we have made no progress, zero progress,
in the last three years.

That poverty gap has renmained at $25 billion. And in

a report that the adm nistration sent to Congress this norning,
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they verified once again that the poverty gap of all famlies
with children has not noved a single bit during these last three
years.

So, what should we do? | think over the next year, we
should take a |l ot of what Ron has said. |In fact, there's a very
good bill noving through Congress right now that builds on the
wel fare reformefforts. Today when | ow i ncone dads pay child
support and the nothers are still collecting TANF, there's 100
percent tax rate. The dads pay and the nothers are not one iota
better off as a result of that paynent.

The bill that will be taken up on the House floor and
| think will pass by a wide margin on the floor changes that so
that nore of the child support paid by these young dads w ||
actually go to welfare | eavers, and even for nothers that are on
wel fare, the states are given an incentive to disregard that, so
t hat when dads pay, they don't face a 100 percent tax rate.

The second thing | think we should do is to really
i ncrease the work support. W have got to take the nunber of
famlies getting child care and food stanps and Medicaid up from
40 percent, in the case of food stanps up to 70 or 80 percent.
When people are working, we've got to nmake sure that they have a
liveable incone. That would reverse, if you will, those budget

cuts that were made in the food stanp program and we woul d nmake
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significant inprovenent in that $25 billion poverty gap that |
menti oned a few m nutes ago.

| think we should not reduce the TANF funding | evel.
Ron and | agree on that, and | would argue that if you think
this law is doing the right job of noving nothers into work, the
| ast thing we ought to do is --

(End Side A. Begin Side B.)

MR. PRIMJS: -- that the conservatives view as
wor ki ng.

We need a continued focus on TANF adults with nultiple
or significant enploynent barriers. | would argue we ought to
revisit the federal time |imt on cash assistance. | think

again if those famlies are working and doing the right thing,
we ought to look at what states like Illinois and Maryl and and
sone ot hers have done that stop the clock when the nother is
wor Ki ng.

In addition, if we really believe in two-parent
famlies, we need to provide services and benefits to them
Today the participation rate, holding incone the same, is about
one-third of that of single nothers, very few children in
two-parent famlies, yet the Medicaid assistance and the food
stanp assistance that they're entitled to. As a result, many

children in two-parent famlies are also in poverty.
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| think we should change the central focus of the | aw
from casel oad reduction to again continuing the enphasis on
wor k, but also adding to it poverty reduction.

Finally, 1 think we ought to assist non-custodi al
parents in neeting their financial responsibility. W need to
put nore enphasis on that popul ation.

In fact, Paul O fner has shown that over the |ast six
or seven years, the enploynent rate and the | abor force
participation of black wonen aged 20 to 24 has actually now
exceeded that of young black nen of the sane age. If we're
going to build strong communities, it does not help to have al
the femal es working hard and taking care of the children and the
young nen sitting idly on the corner. That is not a definition
of a strong comrunity.

So, | think we've got to do what the bill that the
House wil|l pass in early Septenber and that is give incentives
for themto pay.

| think we need to change the culture of the child
support office, nmuch like we tried to change the culture of the
AFDC office, to worry about these young nen bei ng enpl oyed and
not just worrying about whether they're paying their child
support. So, we need to give them services and help theminto

the | abor force.
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| think we also need to | ook at sone child support
policies directly, the nodification, the size of the order, and
sone ot her aspects of what the child support systemis doing to
their incentive to stayed enpl oyed.

| think my tinme is running out. But if there's one
thing I want to | eave you with, it is, yes, this welfare bill in
sone sense has been nore successful than | would have predicted
back in August of 1996, but we still have a I ong ways to go. W
have made little progress in reducing child poverty, and | think
we can do better. The laws are already on the books. W just
need to inplenment themin making sure the working poor get the
supports they're entitled to.

(Appl ause.)

MR. TANNER. Wbrking at the Cato Institute, and indeed
for the people who work at other think tanks around town, one of
the reasons we're here is that we believe that ideas have
consequences.

Now, of course, sonetimes |ooking at Congress it's
hard to see that, but the reality is it does. | think exhibit A
is the book that was witten by our next speaker in 1984.
Charles Murray's Losing Gound: Anerica's Social Policy 1950 to
1980, was perhaps one of the nost influential books of ideas
ever. It transformed the debate in this country about welfare

reform and it ultinmately had consequences |eading to the
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wel fare reformbill of 1996 and to the debate we're having here
t oday.

Since then, he has been involved in many ot her issues
and has done a great many other things. O particular note to
the Cato Institute is his book, Wat it Means to be a
Li bertarian. But of particular note to this debate is his nobst
recent nonograph, The Undercl ass Revisited, which was published
| ast year by the Anerican Enterprise Institute. Very few people
that 1've known personally have had such an influence on the
public policy debate.

W' re happy to have Charles Murray wth us today.

(Appl ause.)

CHARLES MURRAY, BRADLEY FELLOW

AMERI CAN ENTERPRI SE | NSTI TUTE

MR. MJRRAY: Thanks very nuch.

|"mgoing to focus on non-nmarital births which have
come up with the other speakers. 1'mgoing to dwell on them
al nost excl usivel y.

But I do want to say at the outset that that trend
line for the caseload, Ron, if it looks like I'mnot giving that
enough i nportance or enough credit, | want to say right now

that's phenonenal. 1In the social sciences, we have a program
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intervention and then we use 15 independent variables to see if
we can tease out a regression coefficient for our program which
is statistically significant, and we spend a long tine arguing

whether it's valid or not. A trend line that goes like that is
unheard of. O course, the econony has sonething to do with it
and all the rest of that. 1It's still a phenonenal achi evenent.

Non-marital births. This is a newer, kinder, gentler
Charles Murray. I'mnot calling themillegitinmte today.

(Laughter.)

MR. MJRRAY: | think that's technically the accurate
sociological termfor births out of wedlock. | also think that
a | ot of people have that set their nerves on edge so nuch, as |
keep using the word, that they aren't hearing what |I'm saying.
So, I will now becone politically correct and call them
non- marital

There have been a couple of mmjor shifts that have

gone on. Mke tal ked about the consequences of ideas. | think
this debate and the subsequent policy steps will also continue
to be driven by ideas. | think the accepted elite wi sdom if
you will, about what is the right thing to do wll in future

years have as much to do with next refornms as it had with the

welfare reformbill of 1996.
| will tell you one major reason why we were able to
pass that bill in 1996, and that is there had been a fundanent al
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change in the elite wisdomon the nature of non-marital births.
There al so have been changes in the elite wisdomon the nature
of wel fare dependence and so forth.

But in the 1960's and 1970's and then on into the
1980's, particularly after the rise of very strong fem nism
there was a period in which it was decided that the nmarital
status and the circunstances of the household in which a child
grew up was irrelevant. | renenber calling Professor Mtt at
the Chio State University who runs the NLSY in the 1980's and
aski ng hi m about sonme data. | particularly wanted to know what
the nunbers were for unmarried nothers. And his response was,
well, we actually don't think that's even very relevant. W
t hink that the poverty of the famly, racism educational |evels
are really the inportant things, so | can't even give you the
data on unmarri ed wonen.

The next benchmark there comes down in Boca Raton in
the lap of luxury not, | should say, sponsored by sone
conservative institute, but by the Uban Institute where | was
invited as a token Libertarian/conservative for sone briefings
they were giving for Congressnen. | was com ng on after Sarah
McCl anahan, who is a well -known professor now at Princeton, who
had studied the issues of children for nmany years.

She canme on before nme and proceeded to give an

absolutely brilliant and very courageous presentation of all the
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| at est research which was showing that for a child to grow up
with a single parent was damagi ng in ways which persisted after
controlling for poverty, after controlling for racism after
controlling for education, and all the rest. She concluded that
by saying, | think |iberals have a special obligation to nmake
this research known because we have been saying the opposite for
many years.

It was a |landmark event in ny life, mrrored by what
was going on in the technical literature, for starting in the
early 1990's, you could hardly pick up a copy of a technica
journal |ike Denpography or Journal of Marriage in the Famly or
Chil d Devel opment without starting to see articles |ike that.

By 1996, it was accepted by policy nmakers and by scholars in a
way whi ch had been unheard of in the 1980's, that what we're

| ooki ng at and the kinds of problems addressed by the welfare
reformbill was bad for kids. That was one major shift.

A second major shift has received nuch | ess attention
up to this point, although I'mgoing to do nmy very best to give
it nore attention in the future, and that is the accepted w sdom
on the relationship of welfare to non-marital births. Wen
Losi ng G ound cane out and suggested that welfare was
inportantly inplicated in this, a m neographed paper by David
El wood and Mary Jo Baine was imrediately cited as definitive

proof that | was nuts, and that pretty nuch stayed the accepted
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wi sdom t hrough the rest of the 1980's. Mirray makes all these
cl ai rs about wonen goi ng out and havi ng babi es and they woul dn't
doit if didn't have the welfare system but social science has
| ooked into this and social science knows it's not true.

Well, actually there was very little work that was
done, and that m neographed paper, if you ever actually pick it
up and read it, no one would think it was a definitive
refutation of it. But the fact is there wasn't a whole | ot of
other solid enpirical work out there.

Then sonme stuff started to cone out. So, when
Prof essor Moffitt of Brown University wote his literature
review of the relationship of welfare to non-marital births in
1992 in the Journal Economic Literature, he said, yes, there's
sonme evidence there may be sonething, but it's not worth
worrying about. That's, in nontechnical |anguage, the nature of
t he concl usi on.

Well, nore work continued to be done, and Robert
Moffitt had another literature review, which just came out in
1998. This tine it turns out that a sinple magjority of all the
studies he reviews do find a significant rel ationship between
wel fare and non-marital births, but of course, there's a big
range in the effects they find. |It's quite a change.

There are now several studies, half a dozen studies,

good studies, solid studies that find a very inportant effect.
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One of the nost well -known, for exanple, concludes that if you
had a quarter drop in welfare benefits, you would be associ at ed
wth a 30 percent drop in the non-marital birth rate. Qhers
have shown effects of about that magnitude. O hers have shown
much smal l er effects.

| ask you, suppose that we had half a dozen studies
showing that if we had a 30 percent increase in per-child
funding for Head Start, that we would get a 25 percent reduction
i n subsequent crimnal activity. Now, would the headline in the
New York Tines be Head Start May Not Work because there are
three studies that found a nuch snaller effect?

| don't think so, and appropriately not. Socia
science is a very immture discipline, and the fact we get
i nconsistent results with the kinds of issues we go after is to
be taken for granted. Wen we have several scholars finding an
i mportant major effect, that's news, should be news. It hasn't
been so far.

Anot her aspect of this | think that's worth noting is
virtually none of those scholars wanted to find that result. W
are tal king here about an unpopul ar rel ationship between wel fare
and non-marital births, and it has sone of the power | think of
a hostile witness when you | ook at the research. The fact that
t hat has changed, however, offers a prom se for nore changes to

cone.
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For exanple, so far we have been | ooking at the effect
of welfare on non-marital births within what social science
woul d call a truncated range, which is to say the differences in
wel fare benefit packages you can | ook at are not huge
di fferences where you've got one as being 30 percent of the
total another. |If you take Medicaid and food stanps, which are
i nvariant across the states and then all you can add in is the
cash difference and AFDC, you're actually tal king about change
at the margin.

Now, suppose for purposes of argunent that what we are
tal ki ng about here -- and this is purely for purposes of
argunment -- a regression coefficient in our anal yses which says
if you reduce the welfare benefit package by 1 percent, you get
a half percent reduction in non-marital births. Well, if you
assune that that's a |linear effect across the range, then 100
percent reduction in the welfare package inplies a 50 percent
reduction in non-marital births. Wuld it be that |arge? W
don't know.

My own feeling it's very possibly nuch | arger because
|'"'mnot sure that this is a linear response at all. | think as
you nove down toward a |level of welfare benefits which obviously
is conpletely inadequate to care for a child, you' re probably

going to get a nonlinear effect, but the point is we don't know.
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That | eads to the next step that needs to be taken and
that is to get the notivation to find out. Earlier | said that
t here was consensus on the fact that non-marital births are not
good for kids. 1've never talked to Wendell about this issue.
If | had to nmake a prediction, | would predict that Wndel
agrees with that, but I would also assune that he is part of a
group that has a soft position on this.

Poverty is bad for kids, too. Poor education is bad
for kids, too. Single parenthood is bad. Al of these things
are bad. W ought to try to do sonething about all of them but
none of them are especially inportant nore than the others.

The hard position which | take is that non-nmarital
births in high density are crucial to driving the creation and
persi stence of an underclass. By that | don't nean the
situation in which the boy on the bl ock doesn't have a father
but all of his friends do. | think in that case socialization
proceeds pretty normally.

The argunent | have nmade in print many tinmes and |
will sunmarize real quickly here is that it's when a little boy
grows up never having known any adult male be a sexually
responsi ble and faithful partner to his wife and be a | oving
father and to get up and go to work every norning, when he

doesn't know any nen who behave that way, sonme essenti al
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transm ssion |ines of socialization are severed. | won't go
into the ways in which girls are al so damaged by that.

| will rmake the broad statenent that when you have a
very high density of non-marital births, you have conmunities
which are custodial, which is to say they can't survive as
communities. They have to be subsidized econom cally by the
governnment and you have to have an intensive police presence and
you have to be ready to institutionalize the inconpetents,
honel ess shelters, and you have to be ready to incarcerate the
criminal. Now, that's the hard position and that one there is
not consensus on.

So, nmy life's work, Wendell, is to nove you toward the
hard position at this point, and putting it nore neutrally,
let's do a |lot better work on seeing whether the hard position
may be right because |'ve got news for you folks. Despite those
big reductions in the welfare casel oad, which are terrific, do
you want two other statistics? One of themwas alluded to by
Wendel | .

A rise in dropout in the |abor force anong young bl ack
mal es during this boom econony, a big dropout. So, we now have
26 percent of all black males 16 to 24 not in the |abor market,
not | ooking for work. [If you want a synptom of | ack of
socialization to the world of work that |I'mtal ki ng about,

t here' s one.
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Falling crinme rates? Over the period of the 1990's
when we' ve had those falling crinme rates, the percentage of both
white and bl ack nmal es under correctional supervision -- |'m not
t al ki ng about inprisonnment now, which is a very inconsistent
measure over tinme dependi ng on whether you want to put people in
prison or not. I'mtalking about probation, parole, all of
t hose things which are a pretty consistent sign of crimnality.
It's gone up by 20 percent for both blacks and whites.
Twent y- ni ne percent of black males 20 to 29 are now under
correctional supervision. Actually probably nore than that by
this tinme. Another synptomof a grow ng underclass. It's not
going to bring down the republic.

| think one of the saddest things about the current
situation with the underclass is that nobody really nmuch cares
because we' ve gotten the underclass out of our face. The
honmel ess aren't nearly as visible anynore. W've gotten rid of
things |ike busing, which had kids fromthat part of town com ng
into our schools. W've gotten rid of a lot of graffiti. The
undercl ass doesn't bother us anynore.

Vell, I'mafraid that it's probably still grow ng.
I"mafraid it's growi ng anong whites as well as anong bl acks,
and whereas it won't bring down the republic, we're talking

about human suffering and children's |ives being blighted in
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ways which all of us in this panel think are inadm ssible in a
country like this.

So, whereas we have nmany differences about how we go
about them 1'd like to make common cause with Wendel |l and
ot hers who are cautioning us agai nst conplacency in the face of
this boom econony and the wealth that we see around and the rest
of it. W have major problens to tackle and they will only be
sol ved when once again ideas are accepted that have
consequences.

Thank you very much

(Appl ause.)

MR. TANNER. Well, thank you very nuch. W now nove
to the part in our programwhere you' re going to get to
partici pate ask a couple of questions.

Before we do, | have a very quick couple of questions
|"d like to ask the panel. The first one is very sinple. Lisa
assigned welfare reforma grade of C as of right now \Very
qui ckly, what grade woul d each of our other panelists?

MR. HASKINS: A m nus.

MR, PRIMJS. C plus.

MR. MJRRAY: Well, for what it was trying to do
mainly what it was trying to do, A mnus.

M5. OLIPHANT: | can't believe | agree Wendell so

much.
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(Laughter.)

MR. TANNER  He never did grade on a curve.

The other question was | think a little bit nore
phil osophical. It may take a couple of sentences, but please no
nmore than that. Wendell suggested that the goal of welfare
ref orm shoul d not be self-sufficiency but should be the
reduction of poverty over self-sufficiency. Should
sel f-sufficiency, should maki ng peopl e i ndependent of governnent
aid, be a primary goal of any welfare reforn? W'I|l just go
right down the list here.

MR. HASKINS: Should which be the primary goal ?

MR. TANNER:  Shoul d sel f-sufficiency.

MR. HASKINS: Yes. Self-sufficiency should be the
goal, but we're going to argue about the definition of
self-sufficiency. | would define it as full-tine work or very

close to full-time work, and that would permt the subsidization

that Lisa -- and Charles didn't speak on this, but | suspect he
m ght be opposed to it as well. | see nothing wong with
spending many billions to subsidize | ow income workers as |ong

as they're working full-tine.

On the other hand, | would agree with Charles that it
is going to take a huge policy shift to nake an inpact on
illegitimacy. |'mnot quite kinder and gentler yet. | would

like to see federal |laws that would permt states to end
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wel fare, especially for young nothers, to see what woul d happen.
That woul d be treating his idea seriously. | think we should
find a state to try it. Uah is ny nunber one candi date.

MR. TANNER: Wendel | ?

MR PRIMJS. | think self-sufficiency should be a
goal, but I think a primary goal should be work and
responsibility on behalf of both parents, not just focused on
t he not her who happens to be taking care of the children at a
point in tine.

MR. TANNER  Lisa?

M5. OLIPHANT: | was disturbed just listening to the
comments and going around the city and going to conferences and
| uncheons on this topic. W hear so nmuch still, especially now
after the casel oad has fallen, about poverty reduction, or as
M chael likes to say too, just about naking poverty nore
confortable. In sone sense, | don't see how this is any
different than the old systemif we've got people still
dependent in some way.

| think that Ron's point is a good one. |If we can get
people into jobs, especially full-tine jobs, and have them
dependent on suppl enmental benefits, then that's great, but I
also think that's only good if we also see evidence that
eventual | y people nove off of these supplenental benefits and do

beconme self-sufficient, that they are actually a nmeans to
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self-sufficiency. So far, fromall of the studies |I've read,
" mnot sure we have any evidence that this actually takes
pl ace.

MR. TANNER  Charl es?

MR. MURRAY: | guess nmaybe one of the things Wendel
and I woul d argue about nobst vigorously is | think that poverty
is just virtually a neaningless neasure of whether we're nmaking
progress with regard to these kids. | think what's wong with
these kids' lives has so little to do with the quality of the
food they're eating or the quality of the roomthey're sleeping
inor the rest of it.

| think the huge problemthat they face is that they
are being raised -- | will be not kinder and gentler at this
point -- very often by people who have no busi ness being
parents. And this is too bad for the nothers and for the
fathers and all the rest of that, but boy, it's really too bad
for the kids. So, I will go back to my goal for any welfare
reformis that a rmuch hi gher proportion of children be born to
two mature, capable, |oving parents.

MR, TANNER Al right. Now, I'mgoing to turn it
over to you. Do we have any questions out there? W have a
m crophone that cones around, so if you would please wait until

you get the m crophone.
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MR. HASKINS: M chael, could | make a one-second
clarification?

MR. TANNER:  Sure.

MR HASKINS: Wendell nmade an enornous mstake in his
presentation. He clained that we undid the changes in welfare
benefits for non-citizens. That is conpletely false. The
essence of the position was that new non-citizens who cone into
the United States after August 22, 1996, will not get cash
benefits, wll not get a whole series of benefits. Every single
comma in that statute is still intact and it is already having a
tremendous i npact.

MR. TANNER  Wendel |, anyt hi ng?

MR PRIMUS: No. | accept that. Cdearly the
retrospective nature of the imm grant changes, for the nost
part, changed. | think sonme of the prospective changes al so
ought to be nodified. W have to | ook at them but | accept
your correction very nmuch. You're right.

MR. TANNER  Very good.

Questions out there? W have one right here and then
we'll go to the back row after this. The first one right here.

VO CE: Regarding what M. Mirray just said about the
i nportance being that two parents raise a child, that's the

i nportant indicator, not poverty, so shouldn't that test be
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applied to all famlies, mddle class, upper class, since you
can still have bad parents in those fam|lies?

MR, MJURRAY: Do | want the states to start |icensing
parents? No. | better have an answer to that question, and ny
answer is very straightforward, that the natural systemthat
occurs prior to any intervention by the state -- and here's
where I'mafraid | think the wonen end up being -- it's not
fair; it's just true that wonmen end up setting the expectations
inthis matter.

So, if a woman is taught from day one that she better
have a husband to hel p support a baby because otherw se she's
| eft holding the baby, | think that sets up a whol e set of
f eedback | oops that devel op social norns, that devel op the
definition of what it neans to be a man, which neans being a
father and a good provider. All of these things start fromthe
fact that the woman is the carrier of the baby, is responsible
for it, is stuck with it.

What the wel fare system does in the nost essential way
is to truncate the devel opnent and strengtheni ng and application
of those social norns. And the coda to that is that's the way
you, by and large, end up with good parents for kids because the
way you're going into this business of having a child is | aden

with a great deal of solemity. |It's not sonething you do by
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accident, or if you do do it by accident, you get real serious
about it right away.

MR. TANNER: I n the back?

MR VEINER JimWiner. |'mfromFlorida.

First, I'd like to congratulate Ms. A i phant on her
performance on G SPAN.

M5. OLI PHANT: Thank you.

MR VEINER |I'mso sorry so many people called in
t hi nki ng you were a wel fare worker and asked you to solve their
probl ems, but it was very good.

My question has to do with two words that | don't
think I heard nentioned by any single person up there. One is
abortion and the other is fraud. |[I'Ill |eave abortion aside
because it would take all day, but | can't believe that the four
of you think that this is the only governnmental program ever
that doesn't have fraud at | east on a fairly nassive scal e.

| think specifically of an article | read several
years ago, | believe in the Wall Street Journal, saying that the
City of New York reduced their welfare rolls by al nost 25
percent in 90 days and virtually all of it was because of fraud.
These were people who were al ready wor ki ng sonewhere, so they

didn't go down and register.
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So, rather than assunme that every single case is a
legitimate case, would one of you tal k about the inpact of
fraud?

MR TANNER: |'d like to turn that over to Lisa first
because you do address that in your paper.

M5. OLI PHANT: Sure. Just pretty briefly in the paper
really.

Fromwhat |1've read at |east, getting the nost
fraudul ent cases off the rolls happened in the very early days
of welfare reform As you pointed out, people who were already
wor ki ng, as soon as they found out they were going to cone
agai nst work requirenents, they were going to be found out or
peopl e who had alternative incone sources were going to be found
out or didn't want to have to work, so they left the rolls. [|I'm
not sure that fraud was actually a huge, huge problemto begin
with, and M chael also deals with that in his book, The End of
Wl fare, that's avail abl e outside.

Now | think the goal is really keeping people out of
the systemwho really don't need to be there in the first place,
and that's why | tal ked about focusing so hard on diversion
strategies. | think it may be even a matter of redefining what
it means, what welfare fraud neans. You could say that welfare
fraud is sinply getting benefits when there are alternative

means of supporting yourself, even if those alternative neans
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mean turning to your parents or turning to cousins or brothers
or sisters.

MR. TANNER  Does anyone el se have any comments on the
wel fare fraud i ssue?

My understanding is that, depending on how you defi ne
wel fare fraud, only about 5 percent of the welfare casel oad was
fraudulent. It was not a particularly high nunber. On the
ot her hand, a great many wel fare recipients had alternative
sources of inconme that weren't report but they were de mnims
amounts in nost cases.

MR. PRIMUS: Yes. | think there is sone fraud in the
wel fare prograns, but | would argue that that fraud or the
amount of it is not that nuch different fromthe anount of fraud
that goes in terns of under-reporting incone to the IRS. Wen
you have 100 percent tax rates like we did on child support, it
di d encourage paynents under the table. Al so, when you have
very high tax rates on earnings, | don't care whether it's on a
rich | awyer or a poor nother, that rule has an inpact on the
anount of fraud. But relative to other segnents of our society,
there is no evidence that this is out of control or nuch
different.

MR. TANNER: | think everybody agrees with that pretty
nmuch.

A question fromthe person in the white shirt?
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QUESTI ON:  What percentage of the noney that's taken
fromtaxpayers actually gets to recipients? Can you contrast
that with actually how nuch of the noney actually gets to
reci pi ents when soneone voluntarily gives noney to sonebody t hat
they actually care about as opposed to by force? |Is there
agreenent on the board as to what percentage actually w nds up
in the hands of recipients?

M5. OLIPHANT: | don't know the answer to that,
al though I think your point is a fantastic one and is one that |
bring up frequently when | say that people ought to go to other
sources, comunity sources of support because | have feeling, a
very strong feeling, that a nuch greater portion of that does
end up going to help people.

MR PRIMJUS: | think a very high percentage. The
adm ni strative costs in nost welfare prograns is on the order of
10 to 15 percent, which would indicate that 85 to 90 percent of
the benefits are getting through. That's not as high as a
program | i ke Social Security. Sone analysts in this town would
argue that it's much less, but then it's usually because the
paynment goes to a provider of service |like Medicaid, et cetera.
But they are, indeed, performng a service on behalf of those
wel fare recipients. So, for the nost part, the dollars spent

are, indeed, getting through to the recipient.
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M5. OLIPHANT: |'ve got an exact figure here actually
that | took fromlast year, from1999. This is fromthe Health
and Human Services Wb site. It says that states spent $23
billion on all TANF spending, Tenporary Assistance for Needy
Fam lies, and about $2 billion of that went to adm nistrative
costs. | think there's a limt on what states can spend on
admn, and | think they were actually under t hat.

MR. TANNER: | think one reason this debate gets going
is exactly what Wendell said. There's a question of what it
means to go to the recipient. If you actually want to talk
about the noney that ends up in the recipient's hand, | believe
it's around 25 cents on the dollar. But it's not that it's
bei ng eaten up by adm nistrative costs or the bureaucracy, as is
sonetinmes alleged. It's that a lot of that is paynments to
| andl ords, for exanple, for housing or to doctors to provide
nmedi cal care where it never actually passes through the
reci pient's hands. So, you get a definitional debate there.

|"ve got one in the back and then one here. W'IlIl get
the one in the back first.

MR MLLIKEN. A MIliken with Washi ngton | ndependent
Witers. It's very disturbing to ne to hear that there are
peopl e out there who have no business being parents. It would
rai se the question for nyself, as I knowit has for others, as

far as the racismand elitismof that statenent and question.
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|"mal so very disturbed that it seens to be the
agreenent that everyone seens to agree that part of the solution
is work for parents outside the hone. What inportance is there
as far as quality tinme, quantity tinme for parents, particularly
when you're tal king about a single nother to be with children,
not only the tinme involved with work but transportation to and
fromwork when it involves public transportation?

What about the time involved with child care and
maki ng all the necessary arrangenents for that? What about the
beggi ng and pl eadi ng going on whether it's with the governnent
bureaucracy or whether it's with a private charity trying to
make all these arrangenents as far as nmaking your basic needs
nmet ?

MR. TANNER  Some good questions. |'ve got Charles
and then Wendell has al so asked to respond to this.

MR. MJRRAY: | think it's way past tine we started
bei ng nore being nore judgnental about parents. |If you have a
baby that you don't talk to, that you leave in that crib, that
you hang a bottle on the edge of the crib so the baby won't
starve and then go watch television, if you do that all day
every day -- and |I'mnot tal king about the hard cases the police
and soci al welfare casel oads cone up wth.

| " mtal ki ng about ordinary cases. Wen you see that,

you say of the woman who is doing that, you have no busi ness
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bei ng a nother, and you say of the father who fathers children
with no intention of ever taking responsibility for them you

have no business being a father. That's not racist. That's not

elitist. It is judgnental, and by God, the nore the nerrier.
(Appl ause.)
MR. TANNER: Wendell, | think if you want to respond

to that directly, and he al so had anot her point.

MR PRIMJS: Yes, I'd like to respond to Charles
Murray's | thought quite thoughtful comments. |'mglad to see
that he's using politically correct |anguage of out-of-wedl ock
births.

MR. MJURRAY: | only did it for you, Wendell.

MR, PRIMUS: But | think again the debate and where it
has to go does have to revolve around this issue of non-marital
births. W've |learned fromresearch done by Sarah and ot hers
that of the third of the children born out of wedl ock, about
hal f do cone back to a two-parent household. They're
cohabitating. So, that neans at the point of birth, about 17
percent of our children are living with two parents, but by the
tinme they graduate from hi gh school, we probably only have 45
percent or so living with both natural parents.

One thing governnent can't do is |legislate |ove
between two parents, but | think that's why we've got to focus

on the male side. 1'mnot surprised that our research is
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sayi ng, yes, maybe wel fare had something to do with it.

Renenber the old welfare systen? In 1988 in half the states, if
you were a two-parent famly, you couldn't get cash assi stance.
So, the nmonent the guy earned 1,000 bucks a nmonth or 500 bucks a
nmonth or zero, there was no cash assistance. No wonder then
lots of nothers said, we're going to scrap himand the welfare
systemis nore dependabl e.

| f we now have a new wel fare system focused on work
and focused on work for both parents, and we try to help both
parents get into the |labor market, it's not clear to ne that the
giving of welfare itself produces non-nmarital births. 1It's sone
of the aspects of that old welfare systemthat didn't focus on
work that may be the culprit.

So, in nmy vision, where we have child support being
enforced, we have both nons and dads being encouraged to go into
the | abor force and, yes, where we really do enphasize two
parents, maybe the results that we're seeing in our old
research, Charles, may not hold true where we woul d take the
systemin terns of a newer vision where the enphasis was work,
Ron Haski ns' vi sion.

MR. MJURRAY: Real quickly. | think here that there is
a lot of research, Wendell, that addresses this issue, and |
woul d characterize that as saying that the argunment is, gee,

wonen wanted to be married, the guys wanted to be nmarried, but
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t hese financial disincentives kept themapart, | think the
research pretty clearly says that's not a big deal. It never
was a bi g deal

Wendel | and | each have very strong ideol ogi cal
positions that we take, but we also respond to data and we're
| earning nore about this and we'll know nore about it five years
from now than we do now

MR. TANNER  Lisa, very quickly, and then we have one
| ast question and then we'll go upstairs for food.

M5. OLIPHANT: I'ma little bit concerned about this
enphasis on child support that Wendell keeps tal king about and
that Al Gore keeps trunpeting as the next big step in welfare
reformsinply because if welfare has nmade the role of nen
essentially redundant in a sense, wonen who weren't particularly
interested in marrying the father of their children or if nen
took off, they got welfare. They had kids. Fine. Support
t hem

| think child support is a good thing. | think we
shoul dn't have nen not acknow edging their paternity and not
paying their child support, but | think if we focus too hard on
cracking down on child care, I'ma little bit concerned that,
again, in these wonen's eyes it becones just in a sense another

formof welfare and anot her reason not to have to marry the
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fathers of their kids. Hey, | get the noney. Wy do | need the
man?

MR. HASKINS: You have to counterbal ance with the
i npact on the male, and we actually have enpirical research to
follow on Charles' comment that there are effects on males. |If
you have a strong child support system they tend to be nore
careful, and it actually has inpacts on nmarriage rates. Now,
these are single studies. | would not describe them as
definitive, but you do have to consider both sides of the
equati on.

M5. OLIPHANT: | think it may change the incentives
for nmen, but I'mjust thinking about what it will do to wonen
who had no interest in marrying the fathers of their children in
the first place.

MR. HASKINS: Can | answer a question she posed?

MR. TANNER:  Sure.

MR. HASKINS: It's very inportant. This wll just
t ake a second.

What difference does it nmake the poverty rate is down?
What difference it makes -- and you can see this -- it is so
clear in the nunbers. Wendell nentioned the poverty gap and
figures on how we reduce poverty. |If you |ook at these tables
and order the inpacts of various activities and start with

mar ket activity, so no governnent transfers, we have the | owest

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



poverty rate we've had since 1979 and it's because earnings are
up so much. Then if you put in all other governnment transfers
and last put in the earned incone tax credit which goes directly
t he people who are working, the nore they work up to a certain
amount, about $11,000 nore they get, that al so has been
increasing in efficiency. So, our poverty is com ng down
because of this new strategy we have that enphasi zes indivi dual
responsi bility and work and not governnment gi veaways.

MR. TANNER: Now we can cone up with the | ast

guesti on.

MR. DAWSON: | hope | actually renenber ny question.
My name is Tom Dawson. | actually had two and one possible
guestion, but I'Il try tolimt it since we have a little bit of
tinme.

First of all, M. Mirray, | want to say | do agree

wi th your statement earlier concerning social nornms, and | take
that particular position sinply because there is a certain |evel
or objective kind of statenment we have to nake about our
particul ar society.

At the sane tinme, when we're tal king about soci al
nornms in the context of a two-parent famly hone, we have to
al so recogni ze that the welfare system as M. Haskins nentioned
earlier, has sort of created a different social normwthin

certain coommunities, that social norm being the one-parent
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famly or the one-parent fam |y headed by a fenale. That
creates a bit of conflict or tension with regards to the
position we want to hol d.

| think you're right that we have to make a very hard
statenent, alnost an ethical statenent, about what is right. In
this particular case when we nmake it, | reflect upon, for
i nstance, what we mght to say in the case of the Japanese
killing of female children when they' re born, if that's the
first child born. | think this is something that occurred about
the 19th century and before. At sone point you have to begin to
say, this is just not right.

Now, whether or not you can prove it, that's not the
issue. The issue is that you have to say this is not right,
take the stand, and establish the social normfor your
community. So, on that point | do agree with you.

Wth regard to Ms. diphant, sone of your term nol ogy
I"'ma little bit unclear with, not because |I don't understand
what you're saying but because | think sone nore work nmay be
needed. In particular, the diversion strategy issue. There
needs to be a little bit nore clarification on this, from ny
perspective, for the reason that you tal k about i ndividuals
reaching out to their famly nenbers or reaching out to charity
organi zations, but you don't seemto fill in the gap that's

al ready been created or presupposed in this particul ar case,
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that their communities are disjointed, that they don't have
famlies to reach out to, that they don't have charity
comunities in their area that they can get to. That's
sonet hing you need to --

MR. TANNER: We'|l let Charles and then Lisa.

MR. MJRRAY: | think we're basically in agreenent.

MR. TANNER: Al right. Lisa?

M5. OLIPHANT: | think that's a great point. | really
do. | think that's a fantastic point. Again, there's so nuch
that has to be fixed in a sense before it could all work
perfectly. | think with the disintegration of the famly, wth
the disintegration of community, yes, you do have a problem but
| think at the very sane tine we really do right now have, as
said, such a very rich variety of initiatives that are going on
at the nonent.

What | would love to see is |ike a database that every
wel fare office could access and coul d make applicants run
t hrough before they ever gave a cash wel fare paynment because
peopl e who cone to apply for welfare all have very different
needs fromone another. |If we could sort of classify. There
are so many things. There are faith-based prograns. There are
private prograns that deal with maybe drug addiction. Maybe the
person just needs job training. Wy don't we refer people to

t hese things before we pay themto go away?
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MR. TANNER: If | could just add one last thing. To
actually quote Charles on this, you can't expect to have vi brant
comunities if you don't give themanything to do. |If the
governnent conmes in and takes all the obligation off the
comunity by saying we'll do it for you, then don't be surprised
if you don't have vibrant comunities that can do for

t hensel ves.

Wth that, | know I'm standi ng between you and food.
Thank you all for comng. | appreciate it very nuch.
(Appl ause.)

(Whereupon, the Cato Institute Policy Forum was

concl uded.)
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