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For 10 years, Wisconsin has been designing and reforming its public aid programmes to help families become economically self-sufficient.

The impetus to reform the state’s welfare system came from Governor Tommy G. Thompson, who campaigned on a platform of welfare reform. He began the process of change immediately after he took office in January 1987.

The Governor refocused the system from cash entitlements and educational aids to one based squarely on work. Throughout the past decade, as we continued to reform the welfare system, Wisconsin has consistently stressed immediate attachment to the workforce.

The results are evident: work, and not entitlements, is the best and clearest path to self-sufficiency for low-income families. Since January 1987, Wisconsin has cut its welfare caseload by more than 50%, and there are now fewer children receiving welfare in Wisconsin than there were entire welfare families ten years ago. Compared to 1987 levels, Wisconsin is saving almost $30 million a month in welfare payments.

This decade of progress has led Wisconsin to its latest refinement: Wisconsin Works, or W-2. W-2 eliminates the open-ended cash benefit entitlement and replaces it with a system focused solely on work. The new programme offers participants four levels of employment along with essential support services such as childcare, health care, transportation and work-focused training.

As the American state that is leading the way for welfare replacement programmes in the U.S. and abroad, Wisconsin offers ten broad foundational axioms and three actions plans for states and countries to consider as they look to design work-focused welfare replacement programmes.

foundation axioms


The first axiom is to develop the philosophy and goals for the programme in the long term. This includes seeking broad input from a variety of constituencies, including legislative.

The second axiom is to focus on diversion. It is always harder to take a cheque away from someone than it is not to give it to them in the first place, and the resulting caseload reduction will ensure that states and countries can live within their fiscal parameters.

Setting clear and consistent expectations for clients and providers and holding them accountable for non-performance is the third axiom. In other words, make everything about welfare replacement programmes performance/outcome-based.

The fourth axiom is make sure that the accountability measure really is work. This means to run current programmes on a “Pay for Performance” basis for clients and providers, as Wisconsin has, as a bridge to full programme implementation in the future.

Requiring total engagement of your client population is the fifth axiom. In Wisconsin this means no exemptions and no limbo status for participants in the Job Opportunity and Basic Skills programme, the mandatory employment and training component of the former Aid to Families with Dependent Children programme.

The sixth axiom is to abolish the separation between eligibility determination and work programmes. This is a key organisational issue that cements the connection between pay and work in the client’s mind. A generic caseworker is the way Wisconsin will be doing this under the W-2 programme.

Providing a work opportunity for everyone immediately, is the seventh axiom. In Wisconsin we have used short-term subsidised work in the private or public sector or unpaid community work experience programmes to get participants working.

The eighth axiom to be considered is that states and countries should stop treating their welfare programmes as education aids programmes and instead fully embrace the labour attachment model.

Ninth in the axiom list is “Don’t fund what you don’t want more of.” Two examples from Wisconsin are that we do not provide a cash entitlement to minor unwed teenage mothers, and we no longer pay a cash benefit without a work expectation for families with young children unless the youngest child is under 12 weeks of age.

The tenth and last axiom is to raise the intrinsic value of childcare and health care by requiring premium co-pays of everyone, and make these support services available to all families with minor children who need them to sustain work.

To help states or countries new to the process operationalise these foundation guidelines, Wisconsin offers three action plans. They are ordered by simplicity and cost – the easiest and cheapest is first.

first action plan

The following programme changes can be expected to have immediate effect on caseload reduction. They focus mainly on new applicants. They typically require no legislative action and are quite inexpensive to implement.

The first item in this action plan is to require all new applicants to meet with a financial planner to determine their self-sufficiency options as part of the eligibility process. In Wisconsin this programme is called Self-Sufficiency First. The programme trains front-line workers to concentrate on a client’s immediate needs and to address them with as few resources as possible (i.e. – if all they need to childcare assistance or food stamps for a few weeks, don’t sign them up for a welfare cheque). It also requires immediate enrolment in Wisconsin’s work programme, called JOBS, and 60 hours of up-front job search. Immediate referrals to the child support enforcement agency are standard.

The second item is for the Government to use some funds (perhaps those formerly used for emergency assistance) to set up a one-time payment option for applicants so as to divert longer-term recipients. Utah, Montana, New York and Virginia are testing versions of this idea in the United States. In Utah, caseworkers meet with prospective applicants and offer those eligible for welfare a one-time payment option of up to three months of benefits as an alternative to enrolment. The payment can be used to meet temporary living expenses or other expenses related to obtaining a job, such as auto repairs. In exchange for the one-time payment, the applicant agrees to forgo welfare benefits for a certain period of time to be set by the state, such as one year. In Utah, 17% of those determined eligible for AFDC elect to receive a one-time payment instead.

The third item in this action plan is to have available work experience slots for all new recipients. When people realise they must work for their benefits the result is often diversion.

The fourth item is to drop to 12 weeks the age of the youngest child that allows an exemption from mandatory work programmes and call in all current recipient parents formerly receiving cash assistance under this exemption for large-scale job-search sessions.

Fifth is to invite staffing agencies to participate in large-scale job-search sessions at no cost to the state or country.

Sixth is to introduce a performance funding system immediately to reward effective local offices and vendors. Wisconsin has used several performance mechanisms to achieve various objectives, from caseload reduction to increased use of work components within JOBS. In every instance the use of performance standards, when tied to financial rewards and penalties, has been a far more powerful agent in achieving the various objectives of the state compared to efforts at improving effectiveness through the use of policy directives and rules. Local offices should be offered the flexibility to meet the standards in whatever way works best for them. Wisconsin has separated the JOBS allocation into “base” and “performance”. The performance portion may be high, relative to the base allocation, so long as well-performing local agencies have a reasonable opportunity to earn it. Then agencies are paid for various outcomes based on such things as caseload reduction; permanent private job entries; and the reduction in new monthly cases, among other things. “Creaming” or other unwanted effects will be avoided if the performance standards are properly designed.

Seventh is to introduce a benefit cap. This concept is simple: a family’s grant will not increase for having additional children. In Wisconsin, all births within ten months of first receiving benefits are not affected by the benefit cap. Cases that close for more than six months are considered new cases if they reapply, thereby invoking a new ten-month exemption period. Cases of rape and incest are also exempt. Some states provide for increased earnings disregards to make up for lost income, but Wisconsin does not. An alternative to the benefit cap is the flat grant, which Wisconsin is adopting. In the regular world of work, salary is not based on family size. A work-focused family-assistance programme should be run on workforce-based patterns.

Eighth and last in this first action plan is to request simple legislation that reserves any caseload reduction savings for programme reinvestment. You will need this “insurance” to address economic downturns and/or the added cost of serving families with multiple challenges to becoming self-sufficient.

second action plan

Once the first action plan is in place and producing results, draft legislation as necessary to move to activities that will further reduce the caseload by helping people become self-sufficient. The focus in this second action plan is on the existing caseload. These efforts are more complex, require more sophisticated systems capability and are more expensive. But they are critical to institute if we are to move current recipients, some of whom have been on the dole for decades, to becoming work ready.

The first item in this plan is to introduce a “Pay for Performance” reform. In Wisconsin, the Pay for Performance programme replaces the “no-strings-attached” welfare entitlement with the idea that in exchange for cash assistance, persons will participate in certain activities that lead to self-sufficiency and benefits will be earned for that performance. Policies for Pay for Performance can be simple or complicated, but in general the following decision items must be covered:

· What activities will count? This will depend on what activities are available and the primary focus of the programme. Wisconsin emphasises the work approach. Systems must be designed to track participation and procedures must be in place to implement them. The approach is successful only if everyone must participate and non-participation has consequences.

· How will dollar values be assigned to participation? Determining hours required to earn benefits and penalties for not participating is the next major decision. In Wisconsin required participation is based on employability, with a minimum of 20 hours per week and an ideal of 40 hours per week, just like full-time employment. Benefits are reduced at the rate of $4.25 per hour for each of non-participation. Those who do not participate in at least 25% of required activity during a particular month have their grant reduced to $0 and food stamps to $10.

Pay for Performance can be administratively complicated, so states and countries must consider budgeting, changes in budgeted income, making sanctions apply as quickly as possible and how to track activities. The programme will fail if participants are not assigned to meaningful activities that prepare them for regular work. Community and employer support is critical. Moreover, a firm but fair exemption and good cause policy is imperative. Failure in a position cannot be tolerated and good cause must be reasonable but strict.

The second item in this plan is to require full engagement in work activities. No one is exempt.

The third item is to provide subsidised childcare with co-payments for at least all families below 80% poverty level 9 $865 per month for a family of three in U.S.). The poverty level can be raised at a later date depending on usage and the fiscal ability of governments to be more generous.

Fourth is to introduce Children First. In Wisconsin, Children First is a programme that encourages and enables non-custodial parents to become more employable and thus meet their child support obligations. This is done by providing work experience, other job training services and case management. Failure to participate or pay child support can result in a jail sentence. Children First participants are ordered by the court into the programme. Participants can meet the programme requirements by engaging in unpaid employment and training activities for 16 weeks or by making timely child support payments for three months. Wisconsin’s experience is that when faced with the options, approximately 75% of those remanded into the programme meet their requirement by paying rather than engaging in unpaid work activities. The message – they had the ability to pay all along.

The case management aspect of the programme offers counselling (such as parenting classes), appropriate employment and training services (such as job readiness and motivation), development of can employability plan, individualised job-search, job-seeking skills training, and unpaid work experience. Innovation is also necessary for success and encouraged by the state. One Wisconsin county sought a foundation grant to fund a Young Dads Club, which is now highly successful and has received national acclaim. Local agency partnership is also a necessary ingredient for success because cooperation is necessary between local child support offices, employment and training agencies, family court commissioners and judges.

The fifth item in this second action plan is to require a determination of “no suitable home” for all non-legally responsible relative cases. This means children should not be allowed to generate a welfare grant by moving in with a relative unless there is evidence that abuse or neglect will likely occur if they stay with their natural parent.

Sixth in this list is not to allow any extra welfare money to be made available for the heads of households receiving SSI or SSDI (two types of disability payments in the U.S.). Said another way, be sure to count these benefits as income when determining eligibility for welfare.

The seventh item under this plan calls for introducing the flat grant and removing the rules that base the assistance grant on the size of the family.

Eighth is to move to prospective budgeting under a Pay for Performance programme. Prospective budgeting can act to maximise the incentive to work in unsubsidised part-time or full-time employment while reducing the incentive to cut back on work, or to reduce participation in work programmes. Prospective budgeting is also far simpler and less staff-intensive to operate, resulting in more accurate payments and more caseworker time to be devoted to client activity.

Under the current system in the U.S., if an individual reduces the number of hours they work, in unsubsidised employment, the benefit payment (and food stamp payment) is increased on a monthly change basis. Theoretically, participants can be sanctioned for reducing their hours of employment without good cause, but this is unworkable as a practical matter. Rather than this, it is better to freeze a payment over a period of time, allowing the financial consequences of non-work to be felt directly over the prospective budgeting period, while offering a comparable positive incentive to taking on more work. A similar prospective budgeting mechanism can be instituted for food stamp payments.

Under programmes that utilise the Pay for Performance approach, where hours of work activity must be closely monitored, it is very difficult to run a programme in which unsubsidised work hours and good cause all interact on a monthly basis. In most instances, reportable hours from private employment cannot be easily incorporated into the monthly grant calculation due to the time lag in receipt of pay stubs. Therefore, both for the reasons of sending the right signals and for the sake of simplicity and accuracy, a prospective budgeting period of three to six months is recommended.

third action plan

The third action plan recommended is Wisconsin’s comprehensive welfare replacement programme that ends cash assistance without work: W-2, or Wisconsin Works.

W-2 is a work-based replacement of the Aid to Families with Dependent Children system and will be fully implemented in September 1997. The W-2 legislation was approved in March 1996 by the Wisconsin Legislature and signed into law in April 1996 by Governor Thompson. It will operate under the new federal welfare reform programme in the United States called Temporary Assistance for Needy Families, or TANF.

Philosophy and Goals

Work fulfils a basic human need – it connects individuals to society and its values. By providing income without the need for work, welfare isolates recipients from society. Such a destructive influence can end only if work and income are rejoined.

W-2 will achieve this through the consistent application of the following eight principles:

1. For those who can work, only work should pay.

2. W-2 assumes everybody is able to work within their abilities.

3. Families are society’s way of nurturing and protecting children, and all policies must be judged in light of how well these policies strengthen the responsibility of both parents to care for their children.

4. The new system’s fairness will be gauged by comparison with low-income families who work for a living.

5. There will be no entitlement. The W-2 reward system is designed to reinforce behavior that leads to independence and self-sufficiency.

6. Individuals are part of various communities of people and places. W-2 will operate in ways that enhance the way communities support individual efforts to achieve self-sufficiency.

7. The new system should provide only as much service as an eligible individual asks for or needs. Many individuals will do better with just a light touch.

8. W-2’s objectives are best achieved by working with the most effective providers and by relying on market and performance mechanisms (i.e. outcome-based contracts that can be competitively acquired by public or private corporations).

Childcare and Health Care

These essential support services are available to all low-income families in Wisconsin, not just W-2 participants, on a sliding-fee scale.

The childcare co-payment never exceeds 16% of a family’s income, with initial eligibility up to 165% of poverty, which is about $21,500 per year for a family of three in the United States. Governor Thompson will be asking the Legislature to expand continued eligibility for childcare up to 200% of poverty, or $26,000 per year for a family of three.

Health care will be made available, pending federal waiver approval, through participating health maintenance organisations in exchange for a $20 premium co-pay per month for families with incomes up to 159% of poverty. A W-2 family must participate in their employer’s health plan if health care is available through the employer and the employer will pay at least 50% of the premium costs. As incomes rises above 159% of poverty, the co-pay increases $3.00 for each additional 1% over the 159% poverty line. Those who joined the W-2 health plan when their incomes were below 165% of poverty (the maximum eligible income) are eligible to stay in the health plan until their incomes reach 200% of poverty, at which point their premium co-pay would be $143.

Food stamps are available as usual, depending on income.

A Community Steering Committee will be established in each county to involve employers and educators in identifying jobs and tailoring training programmes to employ welfare clients while meeting local business needs. They will look also on solutions to childcare and transportation needs.

A Children’s Services Network will provide a one-stop referral to all community resources – public and private – that assist children and families in meeting basic needs or providing social services.

Work Options

For those still needing economic assistance, there are four work options, depending on the level of work readiness:

1. Unsubsidised employment – Market wage for those who are job-ready and just need assistance with placement. This includes access to the full array of employment resources in the state along with health care, childcare, food stamps and the Earned Income Tax Credit (EITC), which in Wisconsin is available on the state and federal level. There is no time limit.

2. Subsidised employment (Trial jobs) – Employers receive a wage subsidy up to $300 per month to offset some of the initial costs of new employee training and supervision when hiring individuals into three-to-six-month slots that are expected to become permanent. Participation in Trial Jobs is limited to a lifetime cumulative total of 24 months per employee. The employee earns at least the minimum wage and has access to the EITC.

3. Community Service Jobs are available for those who need to practice the work habits and skills necessary to be hired into a private business. Participants in the CSJ programme receive a monthly grant of up to $555. They must work 30 hours per week to earn the grant. In addition they must spend ten hours per week in training or education activities. Part or all of the grant may be withheld if a participant misses work or education or training activities without good cause. CSJ participation is limited to a maximum of 24 months, although it may be extended on a case-by-case basis.

4. W-2 T (Transition) is the name of the programme component for those legitimately unable to perform independent self-sustaining work even in a community service job. Transitional placements may be granted if the W-2 agency determines that the individual has been or will be incapacitated for a period of up to 60 days; is incapable of performing in a Trial Job or CSJ; or is needed in the home because of the illness or incapacity of another member of the Wisconsin Works group.

Participants in the W-2 T programme receive a monthly grant of up to $518. They must work 28 hours per week in a work activity such as a community rehabilitation programme or a job similar to a CSJ or a volunteer activity to earn the grant. They may also be required to spend 12 hours per week in education or training activities. In addition to work, W-2 T activities could include substance abuse evaluation, assessment or treatment; mental health activities; counselling; or physical rehabilitation activities. Part or all of the grant may be withheld if a participant misses work or education or training activities without good cause. The time limit is 24 months and need not be consecutive. Participation may be extended on a case-by-case basis.

The state and federal EITC is available only to low-income families in competitive employment – unsubsidised and Trial Jobs. The EITC is not available for CSJ and W-2 T participants, since these are provided at taxpayer expense already, and there needs to be sufficient motivation to move to the next level.

Additional Features

Since no cash is available without participation in work or a work activity, job access loans will be made available to cover job-related emergency cash needs until pay begins. This loan can be repaid in cash or a combination of cash and community service (at least 25% must be repaid in cash).

A financial and employment planner, or FEP, will work with the W-2 participant to facilitate the maximum degree of self-sufficiency, providing a range of ongoing, personalised employment related services.

W-2 will be part of the new employment and training system administered by the new Wisconsin Department of Workforce Development. It will operate as part of the new Partnership for Full Employment, Wisconsin’s workforce development system which is run within full-service Job Centers throughout the state.

W-2 agencies will operate at the local, county level under performance contracts. Agencies will be selected through a competitive or non-competitive Request for Proposal process. Any entity may apply, including local government as well as for-profit and non-profit entities. In turn, the W-2 agency may subcontract some of its important functions (job development and placement, work preparation, creating and operating CSJs and W-2 T activities, and providing support services). There will be one W-2 agency per county except in Milwaukee, where population, size and complexity indicate that several geographic operating areas make sense.

Minor teenaged parents will be required to finish school. They must live at home or under supervised arrangements, such as foster care or group homes. Teenagers who live with their parents will not receive a cash assistance cheque, although various in-kind benefits will be available (health care, childcare, transportation, food stamps depending on parents’ income, to name a few). Out-of-home placements will be available if the child welfare agency, and courts where necessary, determine that the teenager’s home environment is not safe.

Kinship care payments of $215 per child, per month, will be available to relatives for the care of teenaged parents and younger children who are determined by child welfare authorities to be unsafe at home. In kinship care cases, health care is provided to the child at no cost. Childcare subsidies are based on the kinship care provider's income. (Kinship care is full-time care provided by relatives who are not the parents, and are therefore not subject to work requirements, the same as the current JOBS programme.)

The full child support payment will go directly to the custodial parent in W-2, rather than to the state and federal governments to offset welfare payments. Co-operation with the child support agency (to establish paternity and to establish and enforce child support orders) is required of custodial and non-custodial parents and a condition of their participation in W-2. The FEPs will make appropriate referrals to the child support agency to help secure these payments. The Children First programme is expanded statewide. This gives parents who are delinquent in their child support payments three choices: pay up, spend 16 weeks in an unpaid community work experience, or go to jail.

Eligibility

Both single and married parents are eligible for the W-2 programme. There are three main categories of eligibility:

1. Families with minor children (under 18 years of age in Wisconsin) with a yearly gross income at 115% of poverty (about $15,000 for a family of three) and assets not exceeding $2,500, excluding $10,000 vehicle equity and homestead property.

2. Non-custodial parents with child support orders (in place or in process), if their family members meet the income and asset tests, are eligible for all employment and other services available at job centers, plus all W-S (such as self-sufficiency planning and work-readiness training) except the subsidised work categories. In addition, unpaid community work experience may be an option for non-custodial parents who have outstanding child support payments through the Children First programme.

3. All minors with children are eligible to meet with a FEP. Other W-2 related services will depend on the minor's parents' income and assets.

greatest benefit

What is the greatest benefit of replacing welfare?

Reducing caseloads is important, but it is not the main benefit. Financial savings are important, but they are not the main benefit either. The greatest benefit in replacing welfare with work is that the stigma of welfare will be removed.

No longer will there be welfare recipients. Instead, there will be job seekers. No longer will there be a welfare cheque. Instead there will be a bona fide paycheque. No longer will people go to the welfare office to get benefits. Instead, they will go to the Job Center to get a job.
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