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DRAFT (2:00 p.m.)

February 28, 1996

The Honorable Charles E. Grassley
135 Hart Senate Office Building
United States Senate

Washington, D. C. 20510-1501

Dear Senator Grassley,

Thank you for your letter of February 9, 1996, and for the special concern for
AmeriCorps you have shown during the last year. I have appreciated our talks and the
constructive spirit with which you have worked with me, as you say, not to terminate but to
improve AmeriCorps. Working together with you and your colleagues in Congress, I'm
convinced we can make it a program in which all Americans -- Republicans as well as
Democrats -- take pride. I look forward to your being a partner in that effort, just as you are
with the senior programs of the National Senior Service Corps which the Corporation also
administers.

I also appreciate the emphasis you put on fulfilling President Clinton’s original vision of
helping young people to pay for college by serving their communities. I would add my own
emphasis that this principle of reciprocity, like the G.I. bill’s investment in veterans’ education
after their national military service, is a longstanding ground for bipartisan agreement. As one
who paid for college through the G.I. bill after World War II service in the Air Force, I was
a beneficiary of that bipartisanship.

Though the Peace Corps was President Kennedy’s favorite program and is his special
legacy, it earned -- and has maintained -- strong bipartisan support. The same is true of the
Points of Light initiative of President Bush, which is retained as part of our national service
legislation. As you well know, the National Service Trust Act of 1993, through which
AmeriCorps was created, built on the first National Service Act signed by President Bush in
1990. Under that Act’s Commission on National and Community Service, the same kind of
grants to support full-time and part-time national service were made, albeit on a smaller scale.
And the National Civilian Community Corps (now a branch of AmeriCorps) was created in 1992
with support from both sides of the aisle and was also signed by President Bush. That
bipartisanship in Congress and nonpartisanship in the country is the key to the success of
national service and community volunteering, and it is my goal to reclaim that tradition, even
in this inevitably partisan political year. I welcome your help in doing this.
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Tuming to the particular points and proposals of your letter to me of February 9, 1996,
and your letter to President Clinton of August 29, 1995, I want to assure you again that I am
committed to achieve the cost and performance goals set by the President and Congress.
Specifically, I am committed to reducing costs per full-time AmeriCorps member. This will
enable more corpsmembers to serve and to get help to pay for college or job training. We will
also take steps to increase substantially the contributions to the programs by the private sector
and by all nonfederal sources. This will enable us to decrease the proportion of federal dollars
going into program support and administrative overhead.

And, as you know, I am especially interested in your proposal that AmeriCorps increase
the number of programs where the Corporation provides only educational awards. I believe that
approach can be undertaken in a way that will benefit many nonprofit service organizations,
enabling them to increase the numbers serving in their programs and enabling more of those
serving in their programs to go to college, pay off their student loans, or receive approved job
training through the educational awards.

Let me report some of the steps we have been taking in recent months, which I think you
will find move AmeriCorps in the direction you favor. While I very much appreciate the
contributions made by your criticisms and proposals, I also want to underscore that these are
directions that I supported when I took this job. These directions, as you have noted, are also
consistent with President Clinton’s original vision; and I am happy to report they are directions
that the Corporation, by its own trial and error process, has been quietly and diligently pursuing.

1. Reduce Member Costs

The Corporation has held itself out as a new kind of entity -- sensitive to the bottom line,
actively involved with our partners in the private and independent sectors, aggressively
promoting competition to achieve quality and economy. We are committed to producing the best
possible program at the lowest possible cost.

As you know, most start-up enterprises have high costs as investments are made in
infrastructure and system-building. Those costs come down as the investments pay off. The
Corporation for National Service has already reduced costs from our first year to now. Our
second year awards in the AmeriCorps state grant program represented an average real reduction
of about 7 percent per member when compared to first year costs, when accounting for inflation.
In the renewal process this third year, we are asking grantees whose grant costs exceed the
average to reduce their per full-time equivalent cost by 10 percent. We are also eliminating
funding for planning grants and for relocation costs for AmeriCorps members. Our goal is to
focus Corporation resources directly on corpsmember support, not on program overhead and
administrative costs. In addition, we have cut $7 million out of the Corporation’s 1996
administrative budget - $2 million in personnel and the rest in travel and other expenses.





















What should be thc Administration’s reauthorization stratcgy?

e Prcparc a formal reauthorization bill to send to the Hill.

* Propose no changes.

= Prepare broad principles for Hill negotiations.

» “Inoculatc” against Congressional opponents by proposing administrative reforms and
revisions based on cxpericnce over past two years and results of successful programs.

Regardless of the strategy, thc goal is to preserve National Service while addressing major
criticisms (primarily cost per participant). Discussed below arc some cost-suving measures somnc
of which can be accomnplished administratively, some of which require legislation.

icipant Livi y ¢
Reduce the current CNCS portion of the weckly stipend of between $130-160 to $100.
Sponsoring programs may match up to that amount for a total of $200/week or more. Consider
exception an for up 10 10-20% of prograins, providing more than $100 per weck for unusual
circumstances. Legislation required.

Pros:
- Combats perception that compensation is too gencrous; adds an element of sacrifice.
- Similar to other programs (City Ycar, Catholic lay ministry) which provide stipends of
$100 pcr weck or lcss.
- Would greatly simplify and strcamline CNCS grant negotiations,

Cons:
- Probably will lose middle cluss participants altering demographic mix i program.
- Requires additional funds from locals if they want to pay minimum wage. (Paying the
minimun wage is an organized labor concern and sometiimes a State requirement.)
- Programs with highly skilled participants (I.egal Corps, Public Allics) that provide
between $10K and $14K stipends must raisc morc money or drop out of the program.

Cap Federal Prograsn Suppurt (overhead) to $5,000 Per Participant.

Program support includes: travcl, uniforins, project materials, matcrials, training,
program staffing costs, overheud, and evaluation. Local programs could match dollar-for-dollar
up to an additional $5,000. Considcr an cxception for up to 10-20% of programs for unusual
situations. Can bc donc administratively.

Pros:
- Require more loca! buy-in by cnlisting more private sector, local, and state support
- Would greatly simplify and streamline CNCS grant negotiations.
Cons:
- Require a larger match and could lcad to some programs dropping out.
- Problems in auditing match funds and in dctermining types of funds allowed for match.
- Support necds vary widcly based on program design, location, size, and demographics.
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$% rtion of Partic iving On i 8.
The CNCS currently provides: 1) education awards only to nearly 700 participants, and 2)
some program support and the education award to an additional 2,800 participants. Most arc
through the *““I'each for America” program, with the rest through VISTA projects where local
sponsors providc the VISTA stipend and program support costs. Can be done administratively.

Pros:
- Largc increase in participants with modest incrcase in costs ($4,725 vs $19,000).
- Infimte number of opportunilics for creating cducation award only programs.,
Cons:
- May be rewarding persons already cngaged in “volunteer” service rather than
cxpanding the number of participants engaged in national service.
- Difficull to monitor and maintain CNCS high quality standards for its programs.
- Limitcd near-terin cost savings; resource intcnsive to markct to higher ed institutions,
States, and municipalities; will take several years to reach the 25% level.
- Greater potcntial for ineguitable treatment among volunteers.

: the Nationa] Civi ‘om j N

The NCCC was created as demonstration to assess: 1) whether residential service
programs administered by the Federal Government can increase support for national service and
2) whcether former members of the military can provide guidancc and training in such programs.
There have been approximately 86S participants in cach of the past two years. Participants are
18-24 years old and serve full-time for 10-11 months. Changc can be done administratively.

Pros:
- Eliminates an extremcly costly program: 1996 NCCC participant costs arc cstimated to
bc $25,428 without the educational award; 1997 will be cut to $19,800 (without award).
- No clear fedcral role; many States already operating similar programs.

Cons:
- LLosc ability for a Fedcral rapid volunteer responsc to disaster situations.
- High visibility, espccially in disaster situations, brings good local press for the CNCS.
- Ties to military cnable the NCCC (o have acccss to DOD facilities and rcsources.

Elimj : cra ri q

The CNCS already has taken steps to climinate this programn by notifying fcderal agency
grantees that the CNCS will no longer provide grants to federal agencies. This cuthack was
initiated in response to cost and related concerns raiscd by Senator Bond and Senator Grassley.
In a letter scnt to the President last fall, Senator Grassley suggested climinating the Fcderal
agency program. [ligh cost programs have been a lightning rod for critics.

ke t n-G Lntif
In his confirmation testimony, Harris Wofford stated that it would be worthwhilc to
consider making the CNCS more of a “trust of the American peoplc, chartered by Congress, like
the American Red Cross, but not controlled by the government.” Further work needed 10
examinc viability and legal ramifications. Lcgislation required.
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