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GLOSSARY

AFDC - Aid to Families with Dependent Children program: The primary welfare program,
which provides cash assistance to needy families with dependent children that have been deprived of

parental support.

CSE - Child Support Enforcement program: This program provides Federal matching funds to
enforce the support obligations of absent parents to their children and spouse or former spouse, to
locate absent parents, and to establxsh patemlty and support orders. States must provide child support
enforcement services to persons recexvmg AFDC, Medicaid, and Title IV-E foster care beneﬁts

CSEA - Child Support Enforcement and Assurance: A system designed to guarantee that
custodial parents get some assured level of child support, even when the absent parent fails to pay.

CWEP - Community Work Expenence Program: This is a JOBS program activity which States
can, but are not required to, make available to JOBS participants. CWEP provides experience and
training for individuals not otherwise able to obtain employment. The required number of CWEP
hours can be no greater than the AFDC benefit divided by the higher of Federal or State minimum
wage.

EITC — Earned Income Tax Credit program: A tax credit that targets tax relief to working low-
income taxpayers with children, to provide relief from the Social Security payroll tax (FICA) and to
improve incentives to work.

FSP -- Food Stamp Program: A natlonal program designed primarily to increase the food
purchasing power of eligible low-mcome households to a point where they can buy a numtlonally
adequate, low-cost diet. Eligible households receive food stamp benefits on a monthly basis in the
form of coupons that are accepted at most retail grocery stores.

JOBS - Job Opportumtnes and Bas:lc Skills Training Program: The work, education, and
training program for AFDC tecuplentsa In a greatly expanded form, tlus program would be the
central focus of the Administration’s reformed system, .

JOBS-Prep: The program proposed for persons not yet able to work or enter JOBS. Persons in this
program, including mothers with very|young children, will be expected to do something to contribute
to themselves and their community. While in JOBS-Prep, they would not be subject to the time limit.

JTPA -- Job Training Partnershlp Act program: The goal of this Department of Labor block grant
program is to train or retrain and place eligible individuals in permanent, unsubsidized employment,
preferably in the private sector. Ehglble individuals are primarily economically disadvantaged
individuals.

Healthy Start: Healthy Start is a demonstration project designed to reduce infant mortality by 50%
over 5 years in 15 U.S. communities with extremely high infant mortality rates. Medical and social
service providers within the targeted commumtles work collaboratively to develop new and innovative
service delivery systems to meet the needs of pregnant women and infants.
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PIC - Private Industry Councils: 'Ihese Councils are composed of business leaders from the
private sector and representatives of the public sector and unions. Their role is to guide and oversee
the direction of JTPA employment and training programs. PICs are responsible for providing policy
guidance in partnership with local governments.

School-to-Work Initiative: The pel:ding School-to-Work Opportunities Act of 1993 would provide
States and local communities with seed money to develop and implement systems to help youth make
an effective transition from school to career-oriented work. The program would be designed and
administered jointly by the Departments of Education and Labor, and would fund work-based
learmng, school-based learning, and| connecting activities.

Title X - Famlly Planning Servncm These grants are prov1ded to State agencies for family
planning services including contraceptxve services, infertility services and special services to adoles-
cents.

Transitional Assistance Program: | The Administration’s proposed two-year limit cash assistance
program for needy families with dependent children.
j

UIFSA - Uniform Interstate Fam;ly Support Act: A model law which, if adopted, would make
State laws uniform and simplify the|processing of child support acnons which involve parents who
live in different States.

WIB —~ Workforce Investment Board: A body to be created at the Federal level which would be
responsible for serving as a "Board Jof Directors" for workforce development programs in a labor
market. The Workforce Investment Board would provide policy oversight and strategic planning for
Department of Labor-funded and other training programs in an area. The majority of the Workforce
Investment Board would be oomposed of employers, but the boards would also be required to have
labor, public sector and community| representation. The WIB is intended to subsume the Private
Industry Council at the local level (although a PIC that met the criteria could become the Workforce
Investment Board).

WORK: The Administration’s proposed publicly-subsidized work program for persons who have
exhausted their two-year time limit without obtaining an unsubsidized private sector job.
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INTRODUCTION

Everyone is frustrated with the welfare system. Welfare reform is designed to give people back the
dignity and control that comes from|work and independence. It is about reinforcing work and family
-and opportunity and responsibility.

The current system pays cash when people lack adequate means to provide for their families. We
propose a new vision aimed at helpmg people regain the means of supporting themselves and at
holding people responsible for themselves and their families. The proposal emphasizes that work is
valued by making work pay. It mdlf:ates that people should not have children until they are able to
support them. It signals that parents-both parents—have responsibilities to support their children. It
_gives people access to the training they need, but also expects work in return. It limits cash
assistance to two years, and then requxres work, preferably in the private sector, but in community
service jobs if necessary. Most 1mportantly, it requires changing the culture of welfare offices,
getting them out of the check»wmmg business and into the training and job-placement busmess

Ultimately, this plan requires changn?ng almost everything about the way in which we prov1de support
to struggling families. To achieve this vision, the plan has four main elements.

MAJOR THEMES

Transitional Assistance Followed by Work

] Full participation. Everyone who receives cash support is expected to do something to help
themselves and their commumty The requirement applies to those who are preparing
themselves for work, to those who are past the time limit, and to those who are currently not
ready to work. Those who are unable to work due to disability or other reasons will be
expected to do something for themselves or their community, but will not be subject to time
limits until they are ready to| engage in training, education or employment services.

~ ¢ Trainin ion and employment services (the JOBS program). As soon as people

begin receiving public assistance, they will sign a personal responsibility contract and
develop an employability plan to move them into work as quickly as possible. Many
will get jobs quickly—in weeks or months--after assistance with job search and job
preparation. Others will spend time in education and training services as needed.

The program will be closely]coordmated with existing mainstream education and
training programs including JTPA, School-to-Work and vocational education.

. Time hmlg, People who are able to work will be limited to two years of cash assis-
tance. Most people are expected to enter employment well before the two years are
up. Extensions to complete an education program will be granted in a limited number
of cases.

. Work for those who exhaust their time Jimit (the WORK program). Those people

who are still unable to find wyork at the end of two years will be required to work in a |
private sector, community service or public sector job. These are intended to be real,
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work-for-wages jobs. The program will be designed to favor unsubsidized work and
to ensure that subsidized jobs are short-term and non-displacing.

Health care reform. An essential part of moving people from welfare to work is ensuring that
working persons get health protection. The current system keeps people from leavmg welfare
for fear of losing their health insurance.

Advance payment of the Earned Income Tax Credit (EITC).” The expanded EITC

makes it possible for low—wage workers to support their families above poverty.
Efforts will be made to help families receive the EITC on a regular basis.

|
Child care fgr the working poor, In addition to ensuring child care for participants in

the transitional assistance program and for those who transition off welfare, child care
subsidies will be made availiable to low-income working families who have never been
on welfare but for whom assistance is essential to enable them to remain in the

workforce and off welfare.

Parental Responsibility

Child support enforcement.| The child support enforcement system will be
strengthened to ensure that awards are established in every case, that fair award levels
are maintained and that awards that are owed are in fact collected. Demonstrations of
child support assurance and of programs for noncustodial parents will be conducted.

Efforts aimed at minor motheg, responsible family glanmng and prevention, Minor

mothers will receive special case management services and will be required to live at
home and stay in school to ireceive income support. Access to family planning will be
ensured. A strategy for investing in and learning from programs to prevent high-risk
behavior and teen pregnancy will be pursued. “

!

Efforts to promote two—parent families. We wﬂl provide better support for two-parent

families by eliminating or reducmg the current bias in the welfare system in which two-parent

families are subject to more stringent eligibility rules than single-parent families.

Reinventing Government Assistance:

Coordination, snmphﬁcatxon and improved incentives in income support programs. The

administrative and regulatory program structures of AFDC and Food Stamps will be rede-
signed to simplify and coordinate rules and to encourage work, family formation and asset

accumulation.

A performance-based system, In addition to incentives for clients, incentives will be
designed to bring about a systemic change in the culture of welfare offices with an
emphasis on work and performance.
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ISSUES TO BE RESOLVED

This paper lays out the major unresolved issues that need to be addressed. It is organized around
each of the first three broad elements listed above. In each case, a description of the proposed policy
is provided and remaining issues dlscussed (The details of the fourth element—Reinventing
Government Assistance—will be addressed later in a separate paper. We anticipate that changes will
be cost neutral for that part of the plroposal, so they will not affect cost estimates or financing needs.)

There are four particularly significant issues that need to be resolved:

. The scale and phase-in of the reformed welfare system—Should we seek to bring in all
persons quickly, or should we initially target our resources to sub-groups, such as new
applicants or the youngest third of the caseload?

. The structure and requxrements of the WORK program for people who have exceeded
the time limit—-After a person hits the time limit, should we mandate States to provide a job
which pays an hourly wage; or should we allow States to continue paying a welfare check
while requiring work as a condltlon of receipt? How many hours of work should be
required? What methods should we use to minimize long-term pamclpanon in this work

program?

. The level and focus of child care for the working poor-—-What level of resources should we
devote to child care for the working poor? How should limited resources be targeted?

. Financing—-What measures should be used to finance the welfare reform package? How
should the burden be shared between States and the Federal govemmept?

Financing is not discussed in this paper.

To provide a sense of the scale of 4 program and the cost of particular elements, we have created a
hypothetical proposal. The actual cost of the program will differ depending on what decisions are
made about the issues identified abgve In the remainder of the document, we will refer to this
hypothetical baseline and indicate where different programmatic decisions would have led to a larger
or smaller program. The table which follows is provided only as a basis of discussion—not as an
indication that policy decisions have been made,

S
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TABLE 1.--PRELIMINARY COST ESTIMATES (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL

(By/fiscal year, in millions of dollars)
5-Year
10895 1996 1997 1998 1999 Total

PARENTAL RESPONSIBILITY 7
Minor Mothers 0 (45) (50) (50) (50) (195)
Comprehensive Demonstration Grants 0 50 50 50 50 200
Two-Parent Provisions 0 0 440 680 945 2,065
No Additional Benefits for Additional Children 35) - (100) (110) (140) (150) (535)
Child Suppont Enforcment

Patemnity Establishment (Net) 5 20 (110) (165) (215) (465)

Enforcement (Net) (10) (20) - (65) (80) (320) (495)

Computer Costs » 15 35 95 160 160 - 465

Non-Custodial Parent Provisions 0 25 80 110 175 390

Access Grants and Parenting Demonstrations 20 25 30 30 30 135

Child Support Assurance Demonstrations 0 0 100 200 250 5§50

SUBTOTAL, CSE 30 85 130 255 80 580

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep 0 15 50 60 70 195
Additional JOBS Spending 0 210 750 920 1,000 2,880
WORK Program 0 0 0 130 €690 820
Additional Child Care for JOBS/WORK 0 190 630 745 900 2,465
Transitional Child Care 0 70 230 280 360 940
Enhanced Teen Case Management 0 30 90 105 110 335
Economic Development 0 0 100 100 100 300
Savings - Caseload Reduction 0 0 {30) “(60) {80) (170)

V SUBTOTAL, JOBS/WORK 0 515 1,820 2,280 3,150 7,765
MAKING WORK PAY
Working Poor Child Care 0 8§00 1,000 1,500 2,000 5,000
Advance EITC 0 0 0 0 0 0

(5) 1,005 3,280 4,575 6,025 14,880

GRAND TOTAL

Note: Parentheses denote savings.

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chairs.

i SEE APPENDIX FOR ENDNOTES TO TABLE
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BACKGROUND INFORMATION ON THE AFDC PROGRAM

Before turning to the key policy issues, we provide brief background information regarding the
current AFDC program.

AFDC Program under Current Law

The Aid to Families with Dependent Children (AFDC) program was enacted as Title IV of the Social
Security Act of 1935. Its primary gpal is to provide cash assistance to children in need of economic
support due to the death, continued absence or incapacity of the primary wage earner (typically the
child’s father). AFDC provided beneﬁts to a monthly average of 4.8 million families (13.6 million
persons) in fiscal year 1992. This mcludes 322,000 families in the AFDC-Unemployed Parents
(AFDC-UP) program. The total AFDC caseload represents 5.0 percent of the total resident U.S.
population. Two-thirds (9.2 million) of AFDC recipients each month are children.

AFDC benefits totaled $22.2 billion|in 1992. Total AFDC monthly benefits averaged $388 per
month, per family, but benefits vary widely across States. In January 1993, the maximum monthly
AFDC benefit for a family of three wnth no countable income ranged from $120 in Mississippi to
$923 in Alaska. In real dollars, thefaverage monthly benefit per AFDC family has declined from
$644 in 1970 to $388 in 1992, a 40 percent reduction, attributable mostly to inflation rather than
reductions in nominal benefit levels } The Federal government’s share of total benefit expenditures
was $12.2 billion in 1992, and $10. 0 billion was paid by the States. Total administrative costs,
shared equally between the Federal government and the States, were $2.7 billion in 1992. Overall,
the Federal government pays roughly 55 percent of total AFDC beneﬁt costs and 50 percent of
administrative costs

The Family Support Act of 1988 created the Job Opportunities and Basic Skills (JOBS) program to
provide education, training, and employment-related services to AFDC recipients to promote self-
sufficiency. To the extent resources are available, all non-exempt recipients are required to
participate in JOBS activities. Exemption categories include most children, those who are employed
30 or more hours per week, those who are ill, incapacitated, or of advanced age, women in their
second trimester of pregnancy, and those who are caring for a young child, or caring for an ill or
incapacitated family member. Fedetal matching to States for JOBS program costs is available as a
capped entitlement limited to $1.1 billion in fiscal year 1994. The matching rates vary between 50

percent and 90 percent, depending on the type.of costs being reimbursed.

Most AFDC families are eligible fol and participate in the food stamp program, which provides an
important in-kind supplement to cash assistance. While participation rates varied among States, 86.2
percent of AFDC households also recewed food stamp benefits in fiscal year 1992, AFDC benefits
are counted when determining food stamp benefit amounts; one dollar of AFDC reduces food stamps
by 30 cents. Additionally, all AFDF families are eligible for Medicaid coverage, and under the
provisions of the Family Support Act, all families who leave AFDC due to increased earnings or
hours of work are eligible for one year of transitional Medicaid coverage.
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Welfare Dynamnw and Charactenstlcs

Itis extremely common for women to leave the welfare rolls very soon after they begin a spell of
welfare receipt. More than half of a]l welfare recipients leave the welfare rolls within their first year
of welfare receipt; by the end of two years the percentage who have left increases to 70 percent. By
the end of five years, about 90 percent have left the welfare rolls. However, many of those who have
left welfare cycle back on. Within the first year after leaving the welfare rolls, 45 percent return;
almost two-thirds return by the end of three years. By the end of seven years, more than three-
quarters of those who have left the welfare system have returned at some point. Almost half of all
spells of welfare end when a recipient becomes employed; other reasons for leaving AFDC include
marriage and children growing up. !About 40 percent of women who ever use welfare are short-term
users, about one-third are episodic users and one-quarter are long-term users. Using data from 1968
through 1989, the average time spent on welfare was 6.2 years..

While the number of AFDC recxpletllts remained relatlvely constant between 1975 and 1988, AFDC
caseloads rose sharply during the early 1990s. The monthly average of 13.6 million recipients in
1992 represented a 2.1 million i mcrease since 1990. Accordmg to a recent Congressional Budget
Office study, the pnmary reasons for the sharp increase in the AFDC caseload between late 1989 and
1992 are the growth in the number of female-headed families, especially those headed by women who
never married, the recession and the weak economy.

The vast majority of AFDC famnlnesk are headed by a smgle female. Among single female-headed
AFDC households, the proportion of AFDC mothers who have never been married has significantly
increased, although the proportion of divorced AFDC mothers still remains sizable. The AFDC
caseload is racially and ethnically diverse. Thirty-nine percent of AFDC family caseheads are
African-American, 38.1 percent are white, 17,4 percent are Hispanic, 2.8 percent are Asian, 1.3
percent are Native American, and 1.6 percent are of another race or ethnicity.

The average AFDC family is small.| In 1991, 72.3 percent of AFDC families had 2 or fewer
children, and 42.2 percent had only jone child. Only a small proportion of AFDC families — 10.1
percent — have four or more chxldren The average family size of an AFDC family has also become
smaller over time, from 4.0 in 1960 to 2.9 in 1992. Over two-thirds of AFDC recipients are
children. In 1991, almost one-half of AFDC children were under six years of age; 24.8 percent were
under age 3, and 21.4 percent were lbetween ages 3 and 5. One-third (32.6) of AFDC children were
aged 6 to 11, and 21.4 percent were age 12 or over.

Over half of AFDC mothers began thexr receipt of AFDC as teenagers; however, AFDC cases with
teenage mothers (i.e., under age 20) make up only a small fraction of the AFDC caseload at any one -
time. In 1992, 8.1 percent of the AFDC caseload was headed by a teenage mother. Almost half of
AFDC mothers (47.2 percent) were in their twenties, a third (32.6 percent) were in their thirties, and
12.1 percent were in their forties.
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the
current support system from one focused on writing checks to one focused on work, opportunity, and
responsibility. The proposal calls for replacing the AFDC program with a transitional assistance
program, to be followed by work. The new program includes four key elements full pamcnpatlon
education and training, time limits, and work.

KEY ELEMENTS 1

L ]

Full Participation. Everyo;ne who wishes to receive cash support would be expected to do
something to help themselves and their community. Recipients would sign a personal
responsibility contract mdlcatxng exactly what was expected of them and the government.

Most would go 1mmed|ately into the JOBS program. A limited number of persons who are
not yet in a position to work or train (because of disability or the need to care for an infant or
disabled child) would be ass:gned to a JOBS-Prep program until they are ready for the time-
limited JOBS program. Everyone has something to contribute. Everyone has a responsibility
to move toward work and independence.

Trammg, Education, and Placement (the JOBS program). The core of the transitional
support program would be an ‘expanded and improved JOBS program, which was established
by the Family Support Act of 1988 and provides training, education, and job placement
services to AFDC recxplent. The JOBS program would be revamped. Every aspect of the
new program would emphasize paid work. Recipients and agency workers will, as under
current law, design an empl‘oyablllty plan. One option would be to require all persons
applying for assistance to engage in supervised job search from the date of application, For
those who need it, the JOBS program will help recipients gain access to the education and
training services they need to find an appropriate job. Recipients who willfully fail to comply
with their JOBS program employablhty plan will be sanctioned. The new effort will seek
close coordination with the ;JTPA program and other mainstream training programs and
educational resources. Central to this welfare reform effort is recognition of the need to
support workers who_have recently left welfare to help them keep their jobs.

Time Limits. Persons ablei to work would generally be limited to two years of cash
assistance. While two years would be the maximum penod for the receipt of cash aid by
people able to work, the goal would be to place people in private sector jobs long before the .
end of the two-year period. ! In a very limited number of cases, extensions of the time limit

* would be granted for completion of an educational or training program or in unusual

circumstances. The time h%mt would be a lifetime limit, but persons who leave welfare could
potentially earn back time on assistance for time spent off welfare.

Work (the WORK program). The new effort would be desxgned to help as many people as
possible find employment before reaching the two-year time limit. Those persons who are not

* able to find employment within two years would be required to take a job in the WORK pro-

gram. WORK program jot;s would include subsidized private sector jobs, as well as positions

- with local not-for-profit orgamzatnons and public sector positions. The positions are intended

to be short-term, last-resort jobs, designed neither to displace existing workers, nor to serve

10
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as substitutes for unsubsidized private sector employment. The primary emphasis of the
WORK program will be on securing private sector employment.

Key elements of the new program are described in greater detail in addenda on JOBS and WORK at
the end of this section. :

Changing what happens in welfare offices will require significant changes in what is measured and
rewarded. The Federal govemment will create strong financial incentives linked to long-term job
placement and will seek to minimize the number of people who reach the two-year limit. Ultxmately
the best time-limited welfare system’ is one in which nobody hits the limit because everyone is
working before that point. :

KEY QUESTIONS

Six key questions need to be addressed in designing the program of transitional assistance followed by
work. -

e - Focus and phase-in. How quickly should the reforms be phased in and who should be
. targeted initially?

. JOBS-Prep rules. Who should be assigned to the JOBS-Prep program because they are not
able to work or are needed at home? How many persons should States be allowed to place in
the JOBS-Prep program?

. JOBS extensions. Who shquld be granted extensions of the two-year time limit? What limits,
if any, should be put on the number of extensions allowed? .

. Work-for-Wages versus Work-for-Welfare. Should States be required to prowde jobs, paying
wages, to those in the WORK program? Would States be allowed to use CWEP placements
for all or part of the WORK slots?

. Part-time versus full-time work expectations. Should persons working part-time while on
welfare be subject to time limits? How many hours should WORK participants be required to

work? Should States be allowed or required to supplement WORK earnings in a work-for-
wages program?

. Discouraging extended WORK participation. What can be done to keep the duration of
WORK participation short and to move people into unsubsidized work? Should the EITC be

denied to WORK program part:cxpants" Should any particular WORK placement be limited
to 12 months? Should the total time people are allowed to spend in the WORK program be
limited?

Focus and Phase-In
The ultimate distribution of persons among the various elements of the program (JOBS-Prep, JOBS

and WORK) depends on policy declsxons As a starting point, consider what would happen if we
chose to undertake the extremely ambitious task of beglnnmg the program full-sca]e in 1997, Most

11
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States will need at least 2 years to pass implementing legislation and get the program up and running.
This would entail requiring everyone on welfare in 1997 and all those who apply subsequently to
meet the new requirements. The J OBS program, which now serves an average of 600,000 persons
monthly, would have to expand to almost 2.7 million participants in 1997. By the year 2000, about
1.0 million WORK slots might be needed for persons who had reached the two-year time limit.

It is very unlikely that States could implement the new program so rapidly. Even if resources were
plentiful, proceeding so swiftly to full—scale implementation would almost guarantee enormous
administrative difficulties at the State level. Facing the need to serve millions of new JOBS clients
and to create hundreds of thousands of WORK slots, many States might be unable to deliver
meaningful services to JOBS participants. An effective JOBS program is essential to moving people
from welfare to work and to transforming the culture of welfare offices. Accordingly, it is critical
that States, as part of the welfare retg’orm effort, be able to focus on building such a JOBS program.

Phasing in the program gradually, stlarting with a subset of recipients, clearly seems a preferable
approach There are a number of dxfferent strategies for a more gradual phase-in. One strategy, as

in the House Republican bill, applm new rules, including time limits, to applicants (both new and
returning). This strategy has the obvnous appeal of changing the rules initially for people who enter
the welfare system in the future, rather than for those who entered earlier, under a different set of
expectations. Such a method, however, raises serious equity concerns. A 25-year old mother who
had children before age 20 and had been on welfare continuously since that point would face no time
limit for several years, as long as she remained on assistance. Meanwhile, another mother of the
same age, with the same number of children, who had been married or had worked to stay off
welfare but suddenly found herself i in need of support would be subject to time limits. Applying the
time limits to re-applicants also creates very perverse incentives to stay on welfare. Most of the
persons who leave welfare do return at some stage, and consequently many recipients who would
otherwise leave might be inclined to' stay on welfare to avoid the time limit.

An alternate strategy would be to ph‘ase‘m by State. The costs to the Federal Government during the
phase-in period would be lower, smce not all States would be implementing the program at the same
time. However, States implementing the program would still have to grapple with the difficulties
accompanying the massive expansion of services described earlier in this paper.

An attractive alternative to these strategies is to focus on young parents, for example, those under 25.
It is the younger generation of actual and potential welfare recipients that are the source of greatest
concern. They are also the group for which there is probably the greatest hope of making a profound
difference. Younger recipients are llkely to have the longest stays on welfare, in part because they
are at the beginning of their spells. |Under this approach, we would devote energy and new resources
to end welfare for the next generation, rather than spreading efforts so thin that little real help is
provided to anyone. |

One method of focusing on younger, recipients would be to place all persons born in 1973 or later
(under 25 in 1997) into the transitional support system. All persons of the same age and
circumstances would then face the same rules, regardless of when they entered the system. This plan
implies a gradual phase-in of more and more of the welfare caseload, since the fraction of those on
assistance who were born in 1973 or later would rise with each year. As of 1997, the new rules

would apply to everyone under age 25. Ten years later, everyone under age 35 would be in this new
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transitional support structure. For this age cohort and all younger cohorts following, the welfare
system would be transformed. Note! that such a plan would not contemplate any reduction in existing
education and training services for older recipients. They would still be eligible for JOBS services.
But the new resources would be focused on young people. This plan would call for a reassessment
five years after enactment, to determine whether we are successfully implementing the program for
the younger generation and can accelerate it to phase in older recipients.

The number of persons served under such a strategy is shown on the table on the next page. In 1997,
the first year of implementation, everyone in the program would be either working, in JOBS-Prep, or
in the JOBS program. There would|be no one in the WORK program until 1998, when persons
would begin to reach the two-year limit. Note that most people who entered the welfare system
would not reach the limit two years | later. Many persons would, as is the case now, leave welfare
within a short period of time and oonsequently would not be affected by the time hmnt Others would
cycle on and off welfare and so would accumulate 24 months of receipt over four or five years or
more. Estimates indicate that as a result of the implementation of the new program and other reforms
(health reform, child care for the workmg poor) more people will choose to work while on welfare
and others who would not have left without these changes will leave altogether.

The projected costs of focusing on thns target group are shown on in the introduction. Clearly,
phasing in a larger group would i meease these costs, while targeting a smaller group would decrease
them. A decision to focus on young people initially in no way precludes adding all or part of the
older cohorts to the program at a later time. For example, States could have the option to phase in
the program more quickly.

The JOBS-Prep Program

Any policy where work is required and time-limits imposed must take account of differences in
people’s ability to work. People whe are permanently disabled and thus unable to work for at least
one year should in theory be covered under the Supplemental Security Income (SSI) Program. But
some disabilities and most ﬂlness&s,l even severe ones, last less than a year. Many other people suffer
from partial disabilities that limit their ability to work. Sometimes a parent is needed in the home to
care for a severely disabled child. There also are persons who have great difficulty coping with the
day—to-day challenges of parenting aind survival in what are often highly stressful environments,

One solution would be simply to exempt persons facing such obstacles to employment from
participation requirements, as is the! case under current law. Having large numbers of exemptions,
however, may serve as an obstacle to. «changing the culture of welfare offices. Moreover, deferrals
are not necessarily beneficial to those who receive them. Advocates for persons with disabilities often
complain that current programs send both explicit and subtle messages that persons with disabilities
cannot and should not work, and thus cannot really contribute to themselves or their communities.
Still, for many persons, immediate work or training may not be appropriate.
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PROJECTEi) CASELdADS UNDER A HYPOTHETICAL PROPOSAL,
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1972

FY 1997 FY 1999 FY 2004

Projected Adult Cases With Parient 1.20 million 1.67 million 2.90 million
Born After 1972 Without Reform V

Off welfare with Reform :
(Health reform after 1999, EITC, .03 million .07 million .50 million |
Child Care, JOBS, WORK, etc.)

Program Participants 1.17 million 1.60 million 2.4 million

Working While on Welfare .14 million .20 million .30 million |

JOBS Participants .74 million .89 million .87 million

WORK Participants .00 million | ~ .13 million .63 million

Pre-JOBS-- disability/age limits work - .13 million | .20 million .30 million |

Pre-JOBS—severely disabled chdd .03 million .04 million .06 million

Pre-JOBS—caring for child under one .13 million .16 million .24 million

Notes:

Numbers assume modest behavioral effects that increase over time. These behavioral effects include
a 50 percent increase in the percent ?f recipients working part-time, employment and training impacts
similar to San Diego’s SWIM program and a modest increase in the percent of recipients who leave
welfare for work when they hit the time limit. Figures for 2004 are subject to considerable error,
since it is difficult to make caseload projections or to determine the impact of WORK requirements on
behavior. Figures for FY 2004 also|assume behavioral effects from the full lmplementatxon of health
reform, : .

The hypothetical proposal assumes thq policy w1ll be implemented in all States by Federal law by
October 1996. In addition, the estlmates assume that for 40 percent of the caseload, States will
implement the policy by October 1995. This follows the pattern of State implementation under the
Family Support Act.
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One very intriguing formulation has been proposed by the American Public Welfare Association,
They suggest a "JOBS preparatnon phase for persons not yet able to work or enter an education or
training program. All persons in this phase would be expected to do something to contribute to
themselves and their community, but they would not be subject to the time limit until they were ready
to enter the JOBS program. We have drawn heavily on this formulation in designing the new JOBS-
Prep program, which would provide services intended to prepare persons for entry into the JOBS
program,

Naming the program JOBS-Prep establishes the expectation that eventually many, if not most, people
in this category will be able to join the regular JOBS program. But who should be placed in JOBS-
Prep status? Virtually everyone seems to agreé that persons of advanced age (over 60), those with
severe disabilities or those who are caring for a severely disabled child should be assigned to the

J OBS-Prep program. But the question of how far along the continuum of disability the line should be
drawn is a difficult one. :

A somewhat different set of problems is posed by the mothers of very young children. . Should all
mothers with children be expected to work, provided neither the mother nor the child is disabled?
The Family Support Act exempts mothers with children under the age of 3 from participation in the
JOBS program. States have the optlon of requiring participation of mothers with children over the
age of 1 if they choose to do so. Elght States currently choose this stricter option. Five other States
require mothers of children over 2 to participate.

Obviously, the more people who are|placed in the JOBS-Prep program and consequently not yet
subject to a time limit, the fewer people will be in the JOBS and WORK programs. It is estimated
that the following percentages of the current caseload would be in JOBS-Prep under different policies:

Option A: Case head is 60 years or over, case head has a severe disability or is caring for a child
with a severe disability.
8 percent in JOBS-Prep

Option B: Case head is 60 years or over, case head has a disability which limits work, or is caring
for a child with a severe disability.
15 percent in JOBS-Prep

Option C: Option B, plus cases with a child under 1 in the household or with a woman in the final
trimester of pregnancy. Mothers of fchildren conceived while the mother is on welfare would be
assigned to JOBS-Prep for a period of time consistent with the Family Leave Act.

25 percent in JOBS-Prep

Option D: Option B, plus cases with child under 3 years in the household or woman in the final
trimester of pregnancy. Mothers of tchildren conceived while the mother is on welfare would be
assigned to JOBS-Prep for a period of time consistent with the Family Leave Act.

58 percent in JOBS-Prep
Except for the shorter time limits for children conceived while the mother was receiving assistancé,

Option D is essentially the strategy used in the Family Support Act, though States are currently
permitted to elect Option C (as noted above, only exght have done s0). Optlon C, which would
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reduce the number of exemptions by nearly half from current law, is the strategy used for the cost
estimates in the hypothetical proposal.

It is easy to determine the age of youngest child, but difficult to define dlsab:hty, illness or the need
to care for a relative for purposes of| assignment to JOBS-Prep as opposed to JOBS. Rather than set
up elaborate Federal rules for defining ability to work and then auditing performance, the Working
Group may want to recommend thatithe Federal government set a maximum percentage of the
caseload which can be placed in JOBS-Prep for reasons other than the age of the youngest child, and
provide guidance as to the other crlt’ena for assignment to the JOBS-Prep program. The hypothetical
plan estimates assume that States can place all mothers of children under age 1 and, in addition, up to
15 percent of the total adult caseload in JOBS-Prep. ’

JOBS Extensnons

A related, but conceptually distinct qucstlon is that of extensions. Not all persons will be able to
complete the needed education or training programs within two years. For example, some individuals
with learning disabilities may not be, able to obtain a high school degree or a GED within a two-year
period. Other persons may be enrol]ed in post-secondary education, such as a four-year college
degree program, which requires more than two years to complete. Some programs, including school-
to-work programs, involve both a period to finish high school and an additional year or more of
postgraduate training.

There seems to be little d:sagreement that persons who are makmg satisfactory progress toward
attaining a high school degree or completmg a GED, school-to-work or similar program should be
granted extensions to attain their degrees or complete their programs. Extension policy should also
be sensitive to the particular circums’tances of recipients. Persons with language difficulties may
need, for example, to complete an Enghsh as a Second Language (ESL) course before they can obtain
a GED or job training. ‘ : .

The controversial question is whether a person should be able to receive full welfare benefits while he
or she goes on to complete a four-year college degree. Those who favor such a proposal emphasize
that assisting people to obtain a bachelor s degree is the best way to ensure that they do not return to
welfare. Pushing people into low-wage positions which do not bring the family up to the poverty line
or offer upward mobility may be counter-productlve

Those who oppose extensions to allow individuals to complete a four-year college degree note that
only one-quarter of all high school graduates obtain a bachelor’s degree, and that among welfare
recipients the fraction is much lower. They question whether it is fair to use welfare benefits to help
support persons who are getting four-year degrees when the vast majority of persons paying for that
support will never get such a degree. There is also a concern that single parents who receive cash
assistance would actually have greater access to economic support for higher education than persons
who did not become single parents. |A partial resolution to this dilemma may emerge if part-time
work fulfills the work obligation. In those circumstances, persons working part time and attending
school part time would continue to be eligible for some supplemental cash support in most States.
Another option would be to let States apply for waivers to allow extensions for college.
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As with the issue of assignments to JOBS-Prep, the Working Group may want to recommend that the
number of extensions be capped at a fixed percentage of the caseload. The current proposal allows
States to grant extensions to persons for attaining a high school diploma or GED or for completing a
school-to-work or other appropriate education or training program, as well as to persons facing a
language barrier or other serious obstacle to employment. States could also opt to use extensions for
persons in post-secondary education‘, especially persons in work-study programs.

We believe that setting the cap at lq percent of the JOBS program caseload will provide States a
sufficient number of extensions, barring unusual circumstances. A State could apply to the Secretary
of HHS for additional extensions as an amendment to the State plan if it could demonstrate that its
caseload is very different from that in the nation as a whole or if it had developed an alternative

program which is structured in such! a way that additional extensions are required.
Work-for-Wages Versus Work-for-Welfare

Ungquestionably the hardest part of diesigning a time-limited welfare system is structuring the work
program for persons who have reach!ed the time limit. The welfare reform effort will focus on
making work pay, collecting child support, and creating a first-rate education, training and placement
program in order to keep the number of persons reaching the time limit to a minimum. In addition,
all persons approaching the two-year limit will be required to engage in a period of intensive job
search. Despite these efforts, some persons will hit the time limit without finding a job on their own,

and work opportunities must be provided for them.

The first and most visible choice in the WORK program involves work—for-wages versus work-for-
welfare. Under a work-for-wages plan the State or locality is required to offer a work opportunity to
persons who have reached the time hmxt Hours and wages are set by the State or locality. Persons
receive a paycheck for hours worked.  If the person does not work, he or she does not get paid. In
principle, persons are wage earners rather than recipients. In a work-for-welfare plan, the person
continues to receive a welfare check but is required to work at a designated community service job as
a condition of eligibility for cash berlxeﬁts Persons who fail to report for work or who perform
poorly can have their welfare beneﬁts reduced, so long as the State can establish that there was no
good cause for their absence or poor performance. In effect, under a work-for-welfare plan, WORK
program participants remain recipients, but they have additional obligations.

There seems to be considerable agreement on the strong appeal of a work-for-wages model. The
structure is seen as providing a traditional work opportunity with the dignity and the responsibilities

of a standard work place. Persons \\!fquld receive wages rather than a welfare check.

The major question to be resolved is| whether States should be permitted to opt for a work-for-welfare
model if they choose to do so. If the decision is made to allow States to elect a work-for-welfare
model, the Administration’s plan could have provisions to encourage States, through financial
incentives and technical assistance, to adopt a work-for-wages model.

Those who argue for allowing States|the choice cite two major concerns: implementation and

recipient protection. A work-for-wages program of this magnitude for this population has not been
implemented previously.
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Under a work-for-wages structure, communities would have to establish a system for linking WORK
participants with the private sector, as well as with the not-for-profit and public sectors. They would
need to determine how and by what [method to pay organizations who employ WORK participants. In

. addition, they would need to set up procedures for monitoring WORK program participation and
resolving disputes. There are also difficult questions involving worker protection. What happens if a
WORK participant, or his or her chxld is sick? What happens if the adult simply fails to show up for
work repeatedly" What if the worker feels the work place is dangerous or abusive? We have limited
real experience to draw on m addressmg these concerns.

While a work-for-wages model has not been tested on this scale, work-for-welfare has been tried in

- various forms by many States. The payment structure is easy--participants get a welfare check.
Dispute resolution is handled within the same sanctioning and appeal structure used for other disputes
concerning cash benefits. States stdﬂ have to find work sites, but protection for workers is less of a
problem, since the benefit continues to be paid unless the State decides to begin a sanctioning process.

Before the State can reduce the beneﬁt it must establish that the person failed to meet his or her work
obligations without good cause. Such a test would never be met if a child were sick or transportation
broke down. Though few people like the existing work-for-welfare programs (usually called
Community Work Experience Program, CWEP), and evidence regarding their impact on employment
and earnings is not encouraging, work-for-welfare is a known entity. A number of other welfare
reform plans call for CWEP after two years of transitional assistance.

Those who argue against allowing Stgtes the option of selectmg CWERP fear that many would choose
the approach that they know, withouti giving the work-for-wages model serious consideration. This
would undermine the goals and philosophy of the reform plan. They view the implementation
problems in work-for-wages as difficult, but surmountable, especially if the program initially focuses
on younger recipients. As discussed below, States would be given enormous flexibility in deciding
how to implement a work-for-wages model. Moreover, under the phase-in strategy recommended
above, the number of work slots would grow gradually, due to the targeting of young parents, giving
States the time they need to design and implement new systems. The scale, rather than the structure,
of the WORK program may be the pmnary concern for States.

Work-for-welfare sends adverse messages to recxplents prospective employers, and the public.

CWERP slots are not generally percelved as "real jobs." CWEP participants in arguably one of the
best run programs (in San Diego) reported that they thought the work requirement was fair, but they
felt like they were workmg for free. !There is little evidence that persons who go through CWEP
subsequently fare better in the work place than people who were just on welfare. Employers will
probably never see CWEP experience as serious work experience. No regular job pays its employees
regardless of when and whether they show up unless the employer can prove the person did not stay
out for good cause, Placements are vxrtually never in the private sector, nor are they likely to be.
Work-for-wages programs by contrast can target private sector employers. Perhaps most importantly,
without the responsibilities of regular work and the paycheck tied to performance, there will be far
less dignity in WORK.

Advocates for a work-for-wages policy note that such a model would distinguish the Administration’s

plan from other proposals and serve to define and delineate our vision. A work-for-wages plan
whereby persons are given transitional aid and training and then offered a job if they can’t find one
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on their own contrasts sharply with a plan which calls for people to work off their welfare check after
two years. ~

The Working Group may want to rewmmend a very flexible work-for-wages program, with
considerable State and local dlscretmn in the operation of the program. Many of the details would be
quite consciously left to States and local communities, who know their own needs and circumstances,
including labor market conditions, hest

Part-time versus Full-time Work Expectations

The transitional support program will focus heavily on work Persons would not be able to collect
welfare benefits mdeﬁmtely without working. But the question remains: should someone who has
reached the time limit and is working in a low-wage job, either a WORK position or an unsubsidized
job, be able to receive cash benefits in addition to wages, if the famxly s income is below the
eligibility standard in the State?

One option is to allow families in thCh one member is working part-time (20 hours per week in an
unsubsidized job) to continue to collect cash assistance. Under this strategy, months in which an
individual was working part-time wohld not count agamst the time limit, and persons who had
reached the time limit and were in WORK positions or in unsubsidized jobs could collect cash

benefits if otherwise eligible. Also, part-nme work would meet the JOBS participation requirement.

This approach has several advantages Part-time work may be the most reasonable standard for single -
parents, especially those with young children. All working parents face significant burdens in dealing
with school schedules, child care, sick children, doctor visits and the like. Though the vast majority
of married mothers work, only about 1/3 work full-time all year, and they have help from their
spouse. Given that at present only 8 percent of adult AFDC recipients presently work at all in a

* given month, getting people to work|part-time may be seen as a major accomplishment. Moreover,
part-time work may serve as a stepping stone to both full-time work and to better-paying jobs.
Employers typically have a strong preference for work experience in unsubsidized jobs.

In addition, if wages from WORK assignments could not be supplemented with cash benefits, the
higher-benefit States would have to either make their WORK assignments full-time or leave people in
WORK assignments worse off than those who were not working and on assistance (i.e., those who
had not reached the time limit). It c?uld be both expensive and counterproductive to take people who
have reached the time limit and are working part-time out of their unsubsidized work to place them in
full-time subsidized WORK slots.

The current cost estimates assume that part-tlme work stops the time-limit clock, and consequently
more people choose to work part—tlme in unsubsidized employment than are doing so now. If part-
time work does not stop the clock, thle number of WORK positions needed might well be higher,
because persons who would work part-time while on assistance might give up thelr unsubsidized work

to obtain education and training within the two-year window.
Finally, some argue that since full-time work would always be much more financially rewarding than

part-time work, persons would already have every incentive to work full-time rather than part-time.
Part-time workers would generally be poor, even with their supplemental benefits.
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A second option is to end cash assnstance entlrely at the end of two years and require participation in
the WORK program, even for the workmg poor who might still qualify in some States. People in
WORK slots or unsubsidized part—tlme work would not be eligible for supplementary benefits. It
would encourage people to become self-sufﬁclent with the help of the EITC, child care and health
care—rather than continuing to rely on welfare indefinitely. It would seem more equitable to single
parents who are working full-time to support their children without the benefit of welfare. It might
also be less costly in the long run than the first option.

A third alternative would be to stop|the time-limit clock during part-time work only if the parent had
a young child, on the grounds that these are the parents most likely to encounter difficulties working
full-time as well as those for whom child care is likely to be the most expensive.

Finally, a fourth alternative could be to leave the decision to the States, whether to stop the clock for
persons working part time. : : \

Work Expectations in the WORK Program

Related to the treatment of part-time work is the key question of how to set the number of hours
expected of participants in the WORK program. An obvious strategy is to calculate the required
hours of work in the program by dividing the cash welfare benefit by the minimum wage. But this
simple formula raises issues which vary depending on each state’s level of benefits.

In low-benefit states, dividing cash benefits by the minimum wage yields a very low level of required
work. In Mississippi, for example, ]a mother with two children would be required to work just 10
hours per week —~ hardly a substantlal work experience. One solution (consistent only with the work-
for-wages model) is simply to set a ]mmlmum number of hours. In some states, this would mean that
WORK participants would have more income than people receiving cash assistance only. Another
solution (consistent only with the w?rk-for-welfare model) is to include in the formula the value of
food stamps in addition to cash benefits. Some would argue that it is unfair to requu'e people to work
off non-cash benefits, and this concern is intensified by the fact that this would occur in some states
but not in others.

By contrast in igh-beneﬁt states adifferent set of issues arises. In these states dividing cash benefits
by the minimum wage yields a very high level of required work — more than 35 hours per week.

The greater the number of hours of work, the greater the associated child care costs, and the greater
the difficulty of developing WORK asmgnments Moreover, in some states if no supplemental cash
benefits were prowded people earning minimum wage m WORK posmons would actually be worse
off than people receiving cash assistance only.

Because the issues in setting the number of hours vary depending on each state’s level of benefits, the
Working Group may want to recommend giving States flexibility to determine work hours within a
reasonable range — say, 15 to 35 hours per week. States would also have flexibility to decide
whether to provide supplemental cafh benefits to WORK participants. They could use whatever
formulas or criteria they choose, provided that they ensure that (1) WORK participants receive at least

minimum wage, and (2) WORK pa{'ticipants are better off than people receiving cash assistance only.
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| Discouraging Extended WORK Participation

WORK program jobs are not mtended to serve as a substitute for or displace private sector
placements. Rather, they are d%lgned to provide temporary, last-resort work for persons who have
reached the time limit without finding a private sector job. Unless long-term participation is deterred,
the size of the WORK program could become prohibitively large. Indeed, the ultimate goal of the
WORK program is to place people into unsubsidized work.

There are various ways in which a WORK program can be designed in order to discourage or prevent
extended participation. These include the following provisions: limiting the duration of each
individual WORK assignment, requiring frequent job search, denying the EITC to WORK program
participants and placing limits on the total length of time people are allowed to spend in WORK *
assignments.

RK
There is llttle disagreement that individual WORK placements ought to be limited in duration to
perhaps 12 months. This limit is de|s:gned to prevent participants from becoming attached to
particular subsidized jobs. Of course, there would be strong encouragement to and incentives for
"employers to hire WORK participants as unsubsidized employees before or at the end of the 12
months. Before and after each WORK assignment, job search would be required.

Denying the EITC to WORK grggriim participants. Perhaps the best way to ensure that people do not

eschew private sector jobs for WORK positions is to make certain that any private sector position
pays better than a WORK job. Though there are various mechanisms for accomplishing this, one of
the easiest is to deny the EITC for money earned in the subsidized WORK assignments. Since
WORK slots are already subsidized F it could be argued that it would not be appropriate to offer the
additional subsidy of the EITC. There would be some administrative complexity to treating earmngs
received while 2 WORK participant differently from other earnings.

Some argue that if persons are being expected to work in real jobs they ought to receive the same
benefits as other workers. They belleve that limits on the duration of WORK assignments, frequent

- job search and the possibility of promotxon will lead people to move toward private work w1thou* the ..
need for special "penalties” for WORK workers.

Others argue that without such a requirement, the WORK program will not truly be a last resort for
- those unable to find unsubsidized jobs.

Requiring acceptance of any private sector job offer. Both JOBS and WORK program participants
would be required to accept any offer of an unsubsidized job, provided the job met certain health and

safety standards, or be denied assistance or a WORK job for several months. After two refusals, the
person might be permanently denied|access to a WORK assignment. Some argue that such provisions
are unnecessary, hard to administer and potentially unfair, especmlly if the EITC is denied to WORK
workers.

Limiting the total time people can be in the WORK program. Another way to limit WORK

participation would be to time limit WORK, just as welfare is time-limited. Those who favor limiting
the total length of time in WORK assignments to two or three years argue that other persons are not
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guaranteed paid work if they cannot find it on their own. Theoretxcal]y, persons could stay in the
WORK program for many years, and such extended WORK participation is seen by some as creating

a work entitlement that may become;)as unpopular as welfare is now.

A second argument involves the best use of resources. WORK slots require resources for job

creation and child care. If people have been in the WORK program for two years and in the JOBS
program for two years prior to that,| resources, including WORK positions, might be better focused
on other recipients. '

The biggest problem with limiting the duration of WORK participation is deciding what to do when
individuals hit such a WORK time limit. One strategy would be to have individual evaluations for
those who reach the WORK time limit to decide whether they should be returned to JOBS-Prep, have
their welfare benefits reduced if they are job ready, or be classified as permanently deferred. Such a
strategy would ensure that WORK slots were preserved for those first reaching the time limit. One
need not require States to limit WOIilK assignments; one might only provide the flexibility to do so.
Other welfare reform proposals allow States to terminate or reduce public assistance after 3 years in
CWEP.

Opponents argue that there is no justification for limiting participation in the WORK program,
especially if WORK participants are denied the EITC. If all the provisions listed above for limiting
the length of WORK limiting prowsxons were adopted, anyone still eligible for a WORK assignment
after, say, 2 or 3 years would have s‘uccessfully met all WORK requirements in several different
placements, been through 3 or 4 mtensnve searches for unsubsidized employment, not refused any
private sector job offer and would be seeking a WORK assignment even though any private sector job
opportunity would pay 40 percent more and probably offer a better future.

Opponents of WORK time limits argue that such people would most likely be individuals who
genuinely could not find any private sector employment either because they lived in a weak labor
market, or because they could not, despxte their best efforts, successfully compete for available jobs.
Denymg them the opportunity to pamcnpate in the WORK program would very likely cause their
incomes to fall sharply, potentially puttmg the family at serious risk of homelessness or other crises.
Virtually none of these families would have had incomes above the poverty line while they were in
the WORK program. Unless we are willing to provide cash benefits without a work expectation for
people who are no longer eligible for the WORK program, we would be placed in the position of
denying support to persons who had demonstrated a willingness to work. Finally, there is the
question of what would happen to pe[ople who had exhausted both their JOBS support and WORK
support, succeeded in finding work, but lost that work when the economy changed or for other
reasons. What would be the temporaéry safety net for such families? :

Time-limiting participation in the WORK program would not have any effect on cost estimates in the
five-year cost estimation window used for the budget. Since it will likely take States two years to
begin implementing the program, even a strict two-year limit on JOBS followed by a strict two-year
limit on WORK would not affect anyone for six years. Since most people do not stay on welfare
continuously for four years, in most cases it would not have any effect for seven or eight years.
Eventually, however, such limits on WORK could have a significant impact. Unfortunately, we have
no information on the extent to which extended stays in the WORK program will be a problem, nor
any understanding of what would be the reasons for such extended stays. The issue could be revisited
in later years if extended spells in WORK became a problem.
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Individual Economic Developrhent

As part of the welfare reform effort we will be exploring a range of strategxes above and beyond
education and job trammg, to help recrpxents achieve self-sufficiency. Microenterprise development
and incentives for saving will be among the complementary approaches to be examined. The
hypothetical welfare reform plan mcludes two individual economic development demonstration
programs, one testing the effect of Individual Development Accounts on savings and another
attempting to encourage persons on assistance to start microenterprises (small businesses). Raising
the asset limit for eligibility for cash benefits to $10,000 for savings accounts desxgnated for spec:ﬁc
purposes such as purchase of a first home is also under consideration.

An Individual Development Account (IDA) would be a special type of savings account, in which
savings by recipients would be matched by Federal government dollars. Savings from an IDA,
including both the individual’s share and the matching dollars, could only be withdrawn for a limited
number of purposes, including paying for education or training, starting a business or purchasing a
home. The IDA demonstration will attempt, through a randomized evaluation, to determine the effect

S . | . .
of such savings incentives on both asset accumulation and movement toward self-sufficiency.

The hypothetical reform plan also mcludes a demonstration program to promote self-employment
among welfare recipients by provndmg access to both microloan funds and to technical assistance in
the areas of obtaining loans and starting businesses. The demonstration, which will, as above, be a
random assignment study, will explore the extent to which self-employment can serve as a route to
self-sufficiency for recipients of cash|assistance.
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ADDENDUM: EXPANDED JOBS AND TIME-LIMITED CASH ASSISTANCE PROGRAM
DESIGN

A greatly expanded JOBS program will be the centerpiece of the new transitional assistance program.
JOBS will be a two-year job search, education, training and job placement program designed to help
welfare recipients secure employment and achieve self-sufficiency. While individuals are in JOBS,

they will be eligible for cash assistance. Following is the recommended expanded program design.

Administration. As under current law State welfare agencies will administer the cash assistance and
expanded JOBS program under broad Federal guidelines. States will have to submit a JOBS plan,
which has been developed and coordmated with relevant employment, training, and educational
programs in the State, to the Secretary of HHS for approval.

Funding. As under current law, Federal matching funds for JOBS will be available as a capped
entitlement.

Activities. New entrants will be assessed and then enter into an agreement with the agency
administering the JOBS program that stresses the mutual responsibilities of recnplent and agency under
a time-limited assistance program. The focus will be on the activities and services that the individual
needs in order to achieve self—sufﬁmency States will have the option to require persons applying for
assistance to engage in job search from the date of application.

State JOBS services and activities will be largely those provided under current law, including
education, training, CWEP and othe% work activities, job development and job placement. A key
aspect of the plan is to increase coordmatlon and integration of JOBS with mainstream education and
training programs and initiatives. Current limitations on the duration of job search within the JOBS

program will be relaxed to promote employment

Recipients who are within 45-90 days of reaching their two-year time limit will be required to engage
in job search at that point.

Participation standards. The new transitional assistance program will be phased-in gradually over
several years. At fuil implementatiori minimum State JOBS participation rates will be significantly
higher than the current rate. The defimtxon of participation will be expanded to include a broader
range of activities that promote self-sufﬁcxency

Sanctions. We are considering strengthening the sanctions for failure to participate in the JOBS
program. One option would be to adopt the APWA recommendation that the sanction be set at 25%
of the total of cash benefits plus Food Stamps.

Earn-back provisions. Recipients who leave JOBS and transitional assistance for regular unsubsidized
employment before reaching the two-year limit but subsequently lose their jobs will be able to return
© to the transitional assistance program. Persons who have left welfare can earn back potential months
of assistance for time in which they were out of the welfare system.

JOBS-Prep. Recipients who are not able to work or to participate in a JOBS education or training
program will be assigned to JOBS-Prep and expected to do something to contribute to themselves and
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their community. Individuals in the JOBS-Prep program would include persons of advanced age,
those who have severe disabilities and mothers of very young, very ill or severely disabled children.
Persons assigned to the JOBS-Prep |program would not be subject to a time limit unless and until they
entered the JOBS program. The percentage of the caseload that States could place in the JOBS-Prep
program wﬂl be limited. ‘

Extensions. States will be permitted to grant a limited number of extensions of the time limit for
completion of education or training programs and in other appropriate circumstances. It is proposed
that States be allowed to extend a maximum of 10 percent of their caseload at any one time. Under
special circumstances, States could be permitted to exceed the cap on extensions.
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ADDENDUM: WORK-FOR-WAGES PROGRAM DESIGN

The following are key policy elements and the initial recommended design. Elements with an *
contain controversial policy questions:

Administration. States would be reqmred to develop a WORK plan for joint approval by the
Secretaries of HHS and Labor. States would be requlred to have a WORK advisory panel with

membership from labor W tions, { To be resolv ip
links to Private Industry Councils (PICs) and Workforce Investment Boards (WIBs) The advnsory
];anel wolild have to approve the-WORK plan. {aél@ He Yaor P

Funding. For each WORK placement, States would receive a flat amount for administrative costs and
would be reimbursed for wages paid| (hours times wage) according to a specified set of matching
rules. Federal matching rates would|significantly decline the longer the person stayed in the WORK
program as a further incentive for States to move people into unsubsidized work. Additional monies
or a higher match might be available to States in times of recession.

Placements. Piacements in private sector establishments would be strongly preferred. States would
be free to negotiate contracts with private companies, placement services, community organizations,
State and local government agencies,] and other organizations to accept or place WORK participants in
exchange for payments from the government. Private sector placements would requxre that at least
some portion of the wage be paid bylthe employer.

In addition, a major effort would be undertaken with State and Federal govémment agencies to find
job placements through existing 1mt|atlves and program expansions such as child care, Head Start
centers, housing rehabilitation pro;ects Empowerment Zones, and many others.

National Service placements would also be acceptable WORK assxgnments States would be given the
option of contracting with the Natlonal Service Board to provide a certain number of National Service
Placements. In addition, National Serv:ce workers could be used to help work with and supervise
WORK participants in community service activities.

¥ Disglacemen;l. Language to be‘developed, with National Service non-displacement language serving
as the base. ‘

* Hours. Hours would be set by the State—a minimum of 15 hours and a maximum of 35 hours.
States would be free to use whatever eriteria they choose in deciding upon hours so long as each hour -
of work was paid.

States could choose to offer anything from part-time to full-time work. If the WORK job paid less
than the family would have received in cash benefits (before reaching the time limit) the State would
be required to pay a supplement (see. below) Requiring full-time work would be considerably more
expensive, more than doubling the cost of the WORK program and complicating the job creation
problem considerably. Particularly fqr mothers with young children, full-time work may not be
deemed appropriate or practical by the local commumty :
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* Wages, working conditions, and benefits. WORK assignments would have to pay at least the
higher of the Federal and any State or local minimum wage, but States and localities could choose to
set a higher wage rate in specific casies An argument can be made that on the grounds of equity,
total compensation (including any subsidized child care and other benefits) paid to individuals in
WORK assignments would have to be similar to the compensation paid to other workers in the same
job (taking experience and skills into account). Sick rules and absentee policy would be the same as
that of similar workers in the establishment. States would set or negotiate such rules in cases in
which a new organization or establishment was being formed to employ WORK participants.
Workers compensation coverage would be provided, either through the employer or by another
method. FICA taxes would be paid, with, again, the exact mechanism to be developed. Unemploy-
ment insurance payments, however, would not be required. -

Supplemental support. If expected WORK program earnings net of work expenses were less than
would have been received by a non-working family on cash assistance, the State would be required to
pay the difference as a supplemental benefit. Note that such a supplemental benefit would never be
higher than the supplement that would be paid under transitional assistance for someone with the same
earnings in a private sector job.

* Treatment of earnings from WORK program for other government benefits. For purposes of

determining eligibility and benefits for other government programs, the following rules would apply:

. For purposes of calculating food stamp, housing and other benefits, wages paid under the
WORK program would be treated as earnings. Benefits would be calculated on a 3-month
prospective basis under the assumptnon that the person were going to work the full number of
hours assigned. No i mcreases in food stamps or supplemental benefits would occur if the
person did not work the reqmred hours, provided he or she did not have good cause (e. g a
serious illness) for the missed work.

. Earnings received under the WORK program would not be eligible for the EITC and would
not be included in adjusted gross income for tax purposes. This provision is designed to
ensure that private unsubsidized work would always be significantly more attractive than
WORK.

Limits on the duration of each placement with frequent requirements for supervised job search.
WORK slots are designed to be tempforary, available only when people really cannot find private
sector work. Each individual placement would be limited to no more than 12 months as a subsidized
placement and would have to be preceded and followed by a period of intensive job search. If the
employer agreed to take the person on as an unsubsidized worker, the individua! would be considered
out of the WORK program.

* Required acceptance of any privateisector job offer. WORK program participants would be
required to accept any unsubsidized job offer or be denied a WORK job for several months. After

two refusals, the person mnght be permanently denied access to a WORK assignment.

Tracking of placement and retention recorgg States would be required to maintain records on the
rate at which WORK workers are retained by their WORK employers or placed in unsubsidized jobs

by placement services. States would jbe expected to give preference for contracting with the WORK
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program to the employers and placement services with the best performance. At a future date, the
Secretary of HHS may impose retention or placement standards.

 Returns to JOBS-Prep. Persons who became temporarily ill or faced a major new impediment to
work could seek to be re-evaluated and placed in the JOBS-Prep program until such time as the State
deemed them ready to work. Persons in this status would count agamst the limit on JOBS-Prep
placements.

WORK slots. In cases where there are insufficient WORK slots, first preference would
go to people just reaching the time limit. States would be required to pay ongoing cash benefits to
persons who were not placed in WORK assignments, and States would be reimbursed for such
benefits at a significantly reduced match. The reduced match might be waived in periods of high
local unemployment.
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MAKIII\TG WORK PAY/CHILD CARE

BUILDING BLOCKS: EITC AND HEALTH CARE REFORM

A crucial component of welfare reform based on work and responsibility is making work pay.
Although they are not discussed in thns paper, working family tax credits and health reform are two of
the three major components of maer;g work pay. Last summer’s $21 billion expansion of the Earned
Income Tax Credit (EITC) was a mziuor step toward making it possible for low-wage workers to
support themselves and their famili&s above poverty. When fully implemented, it will have the effect
of making a $4.25 per hour job pay nearly $6.00 per hour for a parent with two or more children.
The welfare reform proposal will 1nclude provisions to make sure the EITC can be delivered on a

regular, advance-payment basis throughout the year.

The next critical step is ensuring that all Americans have health insurance coverage. Many recipients
are trapped on welfare by their 1nab1‘llty to find or keep jobs with health benefits that provide the ‘
security they need. And too often, poor, non-working families on welfare have better health coverage
than poor, working families. The President’s health care reform plan will provide universal access to
health care, ensuring that no one wnll have to fear losing health coverage and choose welfare instead
of work to ensure that their children have health insurance. Both the EITC expansion and health care
reform will help support workers as Tthey leave welfare to maintain their independence and self-
sufficiency. ; o

. A
The key missing component for makmg work pay is subsidized child care. In order for families,
especially single-parent families, to be able to work and prepare themselves for work, they need care
for their children. In addition to ensurmg child care for participants in the transitional assistance
program and for those who transition off welfare, child care subsidies will be made available to low- -
income working families who have riever.been on welfare

- There are two major issues as we think about child care in the context of welfare reform

r

L] How much subsidized child care should be made available, and for whom"

. What investments and/or requxrements should be put in place to improve the (juality of
child care and the coordmauon of child care programs funded under drfferent
mechanisms? ‘ :

ISSUE: HOW MUCH CHILD CARE AND FOR WHOM?

There are three categories of low-income families with child care needs that we ought to consider:

e Families in JOBS working part-time, or in WORK
I

e Families in a transition period, havmg just worked thexr way off assnstance or the
WORK program
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Families working wlthout having ever been on welfare or working beyond a transition
period.

All three categories have legitimate|claims on child care subsidies. Families who are required to
participate in JOBS are currently guaranteed child care, and rightly so. People who are working but
still on welfare have their child care subsidized through disregards in their AFDC and food stamp
benefits, and sometimes through subsndles We propose to continue current guarantees of child care
subsidies for these categories of reclpnents People in the WORK program are like welfare recipients
in that they are working as a condition of receiving continued support, they are working at the
minimum wage, and they are not recexvmg the EITC. The proposal would guarantee their child care,
just as it is guaranteed for JOBS and AFDC partlcapants

. Under current law, people who move off welfare and are working are guaranteed subsidized child
care for a year in order to ease the transntnon We propose to continue that guarantee for partnclpants
in the transitional assistance program who move into private sector work.

It is hard to argue, however, that low-mcome working families who are not on welfare or are
transitioning off welfare are less needmg or deserving of child care subsidies than people who are on
welfare. It seems quite inequitable to provide child care subsidies to one family and to deny them to
another whose circumstances are identical except for the fact that the first family is or has been on
welfare.

The crucial issue to be decided is th[e size and shape of a child care subsidy program for the working
poor. This program should almost certamly be designed as a capped entitlement. There are three
basic options, which reflect different overall levels of resources and different targeting strategles

Capped Entitlement: Full-Service

If we genuinely want to make work
equity between those who have and
be available for the working poor, it
resources were no constraint, would

Level

pay, to make work more attractive than welfare, and to maintain
have not been on welfare, it is important that child care subsidies
ndependent of their prior welfare status. The ideal approach, if

be to guarantee a child care subsidy to all working poor families

who need it, with a reasonable cexlmg on cost per child. The cost of such a full-service entitlement is
estimated to be between $2 and $3 billion per year of net new Federal and State spending.

This estimate is very uncertain. Because it is based on current usage, it does not reflect potential

changes in work behavior and child

care choices that might result if new subsidies were available.

The estimate may, therefore, undere‘stimate actual costs. On the other hand, experience to date

suggests that actual child care usage

is often much lower than planners predict; based on this

experience, the estimate could be too high. Because of the great uncertainty of the estimates of
providing subsidized child care for tpe working poor, however, it seems unwise at this point to
establish an uncapped entitlement which could potentially become quite expensive.

The logical alternative is a capped entitlement set at a level that reflects available resources. .Cappi‘ng :

the entitlement guarantees that spend

ing will not exceed the specified limit.
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We suggest a funding level at less than full service in order to reflect available resources. The
proposal is for $2.0 billion in 1999, with a five-year cost of $5.0 billion. This is less than our
estimates for full service, and therefore, requires some method of allocation. :

Allocating a Capped Entitlement: State Discretion

The most obvious way of structurmg a capped entitlement to child care for the working poor, whether
at the full-service level or at a lower level, is to allot available funds to the States and allow them to
use the funds for services to famlhes as they see fit. This approach should work very well if the
funds are set at the full-service !evel At a lower funding level, however, a problem arises because
the funds may not meet actual demand and criteria for determmmg which families to serve are
difficult to set. Child care subsidies tend, therefore, to be distributed inequitably, often on the basis
of a first-come, first-served strategy that cannot address relative need.

Allocating a Capped Entitlement:| Targeted

An alternative would be a targeted capped entitlement. Because it would be capped, spending levels
would be controlled. But if it were/targeted to a population sub-group, and set at a level that was
estimated to be sufficient to serve that sub-group, the allocation problem of the full-service, capped
entitlement could be alleviated. The question, therefore, is whether there is a sub-group that could be
targeted that makes sense programmatically and that could be served with a reasonable resource
allocation. :

One possibility is to target young famxhes, along the same lines and for the same reasons that we are
targeting young AFDC applicants and recipients for phasing in the transitional assistance program.
This strategy has many attractive features. It can be justified on the same grounds that we justify the
focus in the transitional program—investing in young families. It also addresses the problem of equity
between welfare and non-welfare reclpnents Everyone born after 1972 would receive services in the
JOBS and WORK programs and child care subsidies if they are working, whether or not they are or
have been on welfare. The disadvantage of this kind of targeting, obviously, is that it denies services
to older mothers simply on the basis of their birth date. Focusing child care subsidies on young
mothers may send a wrong message about the desirability of deferring parenthood.

The estimated additional costs of child care subsidies for young families are about $750 million per
year. Our suggested funding level would, therefore, be sufficient to serve all young families and a
portion of older families.

QUALITY AND COORDINATION ISSUES

The issue of quality versus quantity |in child care has a long and contentious history. At one extreme
are those who argue that child care subsidies should only be available for care that meets Federally-
defined quality standards, that professnonal group care should be preferred over informal care, and
that rates should be set in such a way that expensive care is not only eligible for subsidy but is
encouraged. At the other extreme alre those who argue that child care subsidies should be available
for any kind- of care that the parent can find, with a strong preference for inexpensive and informal

care.
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Head Start

Fortunately, some agreements and a{ccommodations in the Head Start program have been emerging
that can guide an approach to child ?are. Nearly everyone agrees that Head Start, with its high
quality comprehensive approach to ﬂ:hild development, should be the preferred service for as many
three- and four-year-olds as possuble with supplemental child care as needed. This Administration’s
commitment to expanding Head Start and to developing more full-day and full-year Head Start slots,

will ensure that as many as 1,000, 000 low-income children in 1999 will be served by Head Start.

Parental Choice and State Oversight

Recent child care legislation has been based on the consensus that for other child care arrangements,
parents should have nearly unlimited choice, constrained only by State regulations and by minimum
health and safety standards. The general principle is that providers who receive subsidies should meet
State licensing or registration standards and that parents should be informed about their child care
choices. Providers that are exempt ili'om State regulatory standards (most States exempt baby-sitting
and small in-home care arrangements for two or three children, and some States exempt sectarian and
other providers of more formal care) would be required to register with the State and to meet State-
defined requirements for the preventlon and control of infectious diseases, building and physical
premise safety and minimum health and safety training of providers.

E
Investments in Quality and Supply

A third point of general agreement is that some funds ought to be available for investments in child
care quality and supply. We propose setting aside a pomon of child care funds for the following:
resource and referral programs; grants or loans to assist in meeting State and local standards;
momtormg of compliance with llcensmg and regulatory requirements; training and technical assistance
to providers; and enhancements to compensatxon for providers. We also propose to ensure that
training and technical assistance are avallable to enable welfare recipients, including JOBS and
WORK participants, to become Head Start and child care providers. These programs should be an
important source of private sector jobs and of WORK program slots for people moving off welfare.

Rates [

In general, States pay subsidies for cliuld care equal to actual cost, up to some maximum. This
maximum should be set in a way that reflects reasonable costs of care. It should also be the same
across child care programs and payment mechanisms to reflect current market conditions and be
defined in such a way that it can vary automatically over time and possibly reflect geographical
differences in prices.

Program Coordination

Finally, there is agreement that child care programs and funding streams should be designed in ways
that are easy to administer and appear "seamless” to parents. This can be achieved both through
program consolidation, when possible, and through coordination of rules, procedures and automated
systems. Because of fiscal and polmcal difficulties full consolidation is very difficult to achieve;
nonetheless, full coordination ought t0 be an important goal.
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PROMOTING PARENTAL RESPONSIBILITY
AND PREVENTING TEEN PREGNANCY

The best way to end welfare dependency is to eliminate the need for welfare in the first place. High
rates of female-headed family formation and the startlingly high poverty rates of those families lie
behind our large and growing welfa[re rolls. We are approaching the point when one out of every
three babies in America will be born to an unwed mother, and the majority of these will receive
welfare at some point. Births to school-age unwed mothers are an especially enduring tragedy. Too
many children are not receiving ﬁnancnal support from both their parents. Thls too contributes to

rates of welfare receipt that are much higher than we would like.

Concern over the dramatic increases in out-of-wedlock births has led some commentators to advocate
largely punitive solutions. The most extreme of these would cut off welfare for unwed mothers, a

"cure” that might well have dlsastro]us effects on the children of these mothers, increase the need for
spending on foster care and orphanages, and potentially increase the number of abortions.

We believe that the best prevention lstrategy is one that focuses on parental responsibility and provides
opportumtnes for exercising it, supplemented by increased family planning efforts and demonstrations
of service programs aimed at preventmg teen pregnancy. We believe that very clear and consistent
messages about parenthood, and the\ensumg responsibilities which will be enforced, hold the best
chance of encouraging young people to think about the consequences of their actions and defer
parenthood. A boy who sees his brother required to pay 17 percent of his income in child support for
18 years may think twice about becommg a father. A girl who knows that young motherhood will
not relieve her of obligations to live at home and go to school may prefer other choices.

The current welfare system sends very different messages, often letting fathers off the hook and
expecting little from mothers. We hppe and expect that a reformed system that strongly reinforces
the responsibilities of both parents will help prevent too-early parenthood.

Along with responsibility, though, wle must support opportunity. Telling young people to be
responsible will not be effective unless we also provide them the means to exercise responsibility and
the hope that playing by the rules wnll lead to a better life. Both our child support proposals and our
transitional assistance proposals are designed to offer opportunity to work and prepare for work, and
are built on the experience of effective programs. However, the knowledge base for developing
effective programs that prevent too-early parenthood is much less solid. Our strategy, therefore,

emphasizes trying many approaches and learning about which are most effective.

Oﬁr approach has five components:
. Child support enforcement
. Responsibil ities of school-age parents

. Responsible family planning
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. Learning from comprehensive prevention approaches
. Supporting two-parent families.

CHILD SUPPORT ENFORCEMENT

A strengthened approach to child support enforcement holds both parents responsible for supporting
children. It makes clear to fathers, as well as to mothers, that parenthood brings with it clear
obligations, and that these obhgatlons will be enforced, with serious and predictable consequences.
The child support enforcement reform proposal has three major elements:
¢ Establish awards in every case
¢ Ensure fair award levels

e (Collect awards that are owed.

Establish Awards in Every Case

Our goal is to establish paternity fox\ all out-of-wedlock births. This would be accomplished by
offering States performance-based incentives for all paternities established, whether or not the mother
is currently on welfare, expanding the in-hospital paternity establishment provisions enacted as part of
OBRA 1993, and expanding education and outreach efforts to stress that having a child is a two-
parent responsibility.

The proposal streamlines the legal process for establishing patermty, enablmg States to establish
paternity much more quickly. This would be accomplished by requiring "up front” cooperation (prior
to receipt of welfare benefits), by estabhshmg clear responsibility for the IV-D agency to make the
cooperation and sanction detenmnatlon and by simplifying the process by which paternity is
established. ~ B

|

The responsibility for paternity establishment would be clearly delineated. Mothers would be
required to cooperate in establishing paternity as a condition of receipt of welfare. This strict
cooperation requirement would require the mother to provide both the name of the father and
information sufficient to verify the i(lientity of the person named. (Good cause exceptions would be
granted only under narrow circumstances.) In turn, the States would have a clear responsibility to
establish paternity when the mother has fully cooperated. We propose that the States be held fully
responsible for the cost of benefits pald to mothers who have cooperated fully but for whom paternity

has not been established within a stnctly defined time frame.

While the proposal is very tough and strict in its approach to paternity establishment, it does not
punish mothers who cooperate fully.| Applicants must meet the new stricter cooperation requirement
prior to the receipt of benefits, but when the mother has fully cooperated and provided complete
information, the burden shifts to the State to establish paternity. In contrast, some have proposed that
the mother must have paternity established prior to receipt of benefits. The mother who has done
everything that can be expected of her is unfairly penalized under this approach for the State’s
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inaction or inefficiency in getting paternity established. She could be denied benefits for a lOng time
through no fault of her own. '

" Ensure Fair Award Levels

The proposal would establish a National Guidelines Commission to study and report to Congress on
the adequacy of award levels, the variability of award levels and the desirability of national
guidelines.

The proposal would also require universal, periodic updating of awards so that all awards would
closely reflect the current ability of the noncustodial parent to pay support. States must establish
simplified administrative procedures to update the awards. : «

In addition, present child support detnbuuon rules would be changed to strengthen families and assist
families making the transition from we]fare to work.

Collect Awards that are Owed

The proposal seeks to develop a child support system for the 21st century. All States must maintain a
central registry and centralized colle:ction and disbursement capability. States must be able to monitor
support payments and take appropriate enforcement actions immediately when support payments are
missed. Certain routine enforcement remedies would be imposed administratively at the State level,
thus taking advantage of computers and automation to handle these measures using mass case-
processing techniques. A higher Federal match rate would be provided to implement new
technologies. |

To improve collections in interstate cases, a Federal Child Support Enforcement Clearinghouse would
be created to track parents across Stz}te lines. This would include a National Directory of New Hires
so that wage withholding could be instituted in appropriate cases from the first paycheck. The
adoption of the Uniform Interstate Family Support Act (UIFSA) and other measures would make
procedures in interstate cases more routine. In addition, the IRS role in full collections and tax
refund offsets would be strengthened, and access to IRS income and asset information would be

expanded. 1

States also would be provided with the tools they need, such as the authorlty to revoke licenses and
access other data bases, so that the Chlld support enforcement system is able to crack down on those
noncustodial parents who otherwise ﬁnd ways to avoid payment of their support obligations. For
instance, frequent and routine matches would be made against appropriate data bases to find location,
asset, and income information on those who try to hide in order to escape payment.

The Federal funding and incentive sti‘ucture would be changed in order to provide the necessary

resources for States to run good programs, and performance-based incentives would be utilized to
reward States for good performance. :
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Issue: Child Support Enforcement and Assurance (CSEA)

For children to achieve real econon?nc security and to avoid the need for welfare, they ultimately need
‘support from both parents. The proposals described above are designed to collect as much money
from absent parents as possible. But what happens when little or no money is collected from the
noncustodial parent either because the child support enforcement system is ineffective, or because the
absent parent is unable to contrlbute much due to low earnings? In those circumstances, a child
support enforcement and assurance system would guarantee that the custodial parent gets some
assured level of child support, even when collections from the noncustodial parent fall below that
level. Thus, single parents with a:child support award in place could count on some level of child
support which, since the benefit is not income-tested, they could then use to supplement their
earnings. Numerous State and natxonal reform commissions (including the National Commission on
Children) have called for demonstrations of this concept. ‘

Proponents argue that child support|enforcement and assurance would significantly ease the difficult
task of moving people from welfare to work. If single parents can count on some child support,
usually from the noncustodial parent, but from the assured child support payment if the noncustodial
parent fails to pay, then they can bulld a reliable combination of their own earnings plus child
support. This approach would offer single parents real economic security. CSEA is not unlike
unemployment insurance for intact families. When an absent parent becomes unemployed or cannot
pay child support, the child still has| some protection. And since CSEA is not income-tested, there
are no reporting requirements, no welfare offices, no benefit offsets and no welfare stigma.
Proponents also suggest that CSEA beneﬁts be subtracted dollar for dollar from welfare payments,
especially in high-benefit States. Thus, a woman on welfare is no better off with CSEA. But if she
goes to work, she can count on her child support payments; thus, the rewards from working rise
considerably. Essentially, all of the net new costs of a CSEA protection program would go for
supporting custodial parents who are off welfare and working. Proponents also argue that if CSEA
protection is provided only to peoplc;z who have a child support award in place, women will have
much more incentive to cooperate in the identification and location of the noncustodial father, since
they can count on receiving benefits. Finally, proponents argue that the program would focus more
attention on the importance of noncustodial parents providing economic support to their children.
States might also experiment with tying the assured payment to work or to participation in a training
program by the noncustodial parent,| and with other incentives to encourage noncustodial parents to
pay child support. ' '

Opponents worry that CSEA would dilute the pressure to actually collect child support and would
increase incentives to form single-parent families. If mothers can count on the money regardless of
whether the State actually collects th:e amount owed, less effort may be put into collections. States
may choose not to try to increase collections, especially if the Federal government is paying for
CSEA. There is also a danger that CSEA would be seen as welfare by another name, since it is a
source of support for single parents.| Some opponents also argue that there would be fewer incentives
for absent parents to pay child support since their children are assured of some level of support even
if they fail to pay.
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Issue: Enhancing Responsibility and Opportunity for Noencustodial Parents

Under the present system, the needs, concerns and responsibilities of noncustodial parents are often
ignored. The system needs to focusimore attention on this population and send the message that
"fathers. matter”. We ought to encotgrage noncustodial parents to remain involved in their children’s
lives—not drive them further away. The well-being of children who live only with one parent would
be enhanced if emotional and financial support were provided by both of their parents.

Ultimately, the system’s expectations of mothers and fathers should be parallel. Whatever is expected
of the mother should be expected of the father, and whatever education and training opportunities are
provided to custodial parents, snmxlari opportumtles should be available to noncustodial parents who
pay. their child support and remain mvolved in the lives of their children. If they can improve their
earnings capacity and maintain relanonshlps with their children, they could be a source of both

financial and emotional support.

Much needs to be learned about noncustodial parents, partly because we have focused relatively little
attention on this population in the past, and we know less about what types of programs would work.

We propose the following approach&c':

Work opportunities and obligations for noncustodial parents, A portion of JOBS and WORK program
funding would be reserved for training, work readiness, educational remediation and mandatory work

programs for noncustodial parents of ‘AFDC recipient children who cannot pay child support due to
unemployment, underemployment or other employability problems. In addition, States may have an
option for mandatory work programs ifor noncustodial parents. States would have considerable
flexibility to design their own programs.

Grants for access and parenting grogrlams We propose grants to States for programs which reinforce
the desirability for children to have contmued access to and visitation by both parents. These
programs include mediation (both voluntary and mandatory), counseling, education, development of
parenting plans, visitation enforcement including monitoring, supervision and neutral drop-off and
pick-up, and development of guideli 1nes for visitation and alternative custody arrangements.

We also propose demonstration grants‘ to States and/or community-based organizations to develop and
implement noncustodial-parent (fathers‘)) components in conjunction with existing programs for high-
risk families (e.g. Head Start, Healthy Start, family preservation, teen pregnancy and prevention).
These would promote responsible parenting, including the importance of paternity establishment and
economic security for children and the development of parenting skills.

RESPONSIBILITIES OF SCHOOL-AGE PARENTS

The program of transitional assistance followed by work that was outlined earlier in this document
focuses on the responsibilities of custodial parents, especially young parents, to work and prepare for
work as a condition of receiving benefits. All young parents seeking government assistance would be
expected to prepare for and go to work. Like the child support provisions, the obligations inherent in
the program send a clear message about the consequences of parenthood, ensuring that welfare receipt
does not release either parent from their responsibilities to work and support their children.
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Minor rnothers,' those under age 18, have special needs and deserve special consideration. They are a
relatively small part of the caseload at any point in time, but a disproportionate contributor to long-
term dependency. We have four proposals that affect minor and school-age parents:

-

Minor mothers live at home. We propose requiring that minor parents live in a household
with a responsible adult, pr'[eferably a parent (with certain exceptions, such as when the minor
parent is married or if there is a danger of abuse to the minor parent). Current AFDC rules
permit minor mothers to be "adult caretakers” of their own children. We believe that having
a child does not change theifact that minor mothers need nurturing and supervision
themselves, and they would be considered children—not as heads of household. Under current
law, States do have the optxon of requiring minor mothers to reside in their parents’

household (with certain exceptlons), but only five have included this in their State plans. This

proposal would make that dptmn a requirement for all States.

Mentoring by older welfargl mothers. We propose to allow States to utilize older welfare
mothers to mentor at-risk sclzhool-age parents as part of their community service assignment.
This model could be especially effective in reaching younger recipients because of the
credibility, relevance and personal experience of older welfare recipients who were once teen
mothers themselves. ’Trammg and support would be offered to the most promising candidates
for mentoring. , 1

Targeting school-age parents. We would ensure that every school-age parent or pregnant
teenager who is on or applies for welfare enrolls in the JOBS program, continues their
education, and is put on a track to self-sufficiency. Every school-age parent (male or female,
case head or not) would be requu'ed to participate in JOBS from the moment the pregnancy or
paternity is established. All JOBS rules pertaining to personal responsibility contracts,
employability plans, and participation would apply to teen parents. We propose to require
case management and special services, including family planning counseling, for these teens.

State options for behavioral mcentlvgs. We propose to give States the optlon to use monetary

incentives combined with sanctlons as inducements to remain in school or GED class. They
may also use incentives and sanctions to encourage participation in appropriate parenting
activities.

ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING

Responsible parenting requires access: -to information and services designed to discourage early sexual :
behavior and prevent pregnancy. We propose the following: -

L]

A national campaign against teen pregnancy, We propose that the Administration lead a
national campaign against teen pregnancy, involving the media, community organizations,

churches and others in a concerted effort to change perceptions. The campaign would set
national prevention goals and challenge the States to come up with school or community based
plans to meet those goals. :
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. Increased funding for family planning services through Title X. Responsible family planning

requires that family planmng services be available for those who need them. A request for
increased funding for Title X was included in the FY 1995 budget submission.

Issue: Family Caps ‘ | i

The issue is whether States should li)e allowed or required to limit benefit increases when additional
children are conceived by parents already on AFDC, if the State ensures that parents have access to
family planning services. Non-welfare working families do not receive a pay raise when they have an
additional child, even though the tax deduction and the EITC may increase. However, families on
welfare receive addmonal support because their AFDC benefits increase automatically to include the
needs of an additional child.

Proponents of family caps argue that they would reinforce parental responsibility by keeping AFDC
(but not food stamps) benefits oonstant when a child is conceived while the parent is on welfare. The
message of responsxblhty would be further strengthened by permitting the family to earn more or
receive more in child support without penalty as a substitute for the automatic AFDC benefit increase
under current law.

Opponents of family caps argue that there is no evidence that they deter births, and that they deny
benefits to needy children. Opponents also argue that the value of the benefit increase is similar to
the value of the tax deductions and EITC increase for a workmg family that has an additional child.
(The tax deduction and EITC i mcrease for the second child is worth $1,241 at the $20,000 income
level; the tax deduction is worth $686 at $60,000. AFDC benefits increase $684 per year for the
second child in the median State; mcludmg food stamps increases benefits by $1,584.)

LEARNING FROM PREVENTION APPROACHES THAT PROMOTE RESPONSIBILITY

Solely changing the welfare system 1s insufficient as a prevention strategy. For the most part, the
disturbing social trends that lead to welfare dependency are not caused by the welfare system but
reflect a larger shift in societal mores and values. Teen pregnancy appears to be part of a more
general pattern of high-risk behav:or among youth. - :

The Administration is developing several initiatives that aim to improve the opportunities available to
young people and to provide altemaiives to high-risk behavior. The School-to-Work initiative, for
example, would provide opportumtx&c for young people to combine school with work experience and
on-the-job training, as a way of easmg the transition into the workplace. The Administration’s crime
bill focuses additional resources on érlme prevention, especially on youth in disadvantaged
neighborhoods. Initiatives like these are aimed at raising aspirations among young people who might
otherwise become parents too early.

In addition, we ought to direct some attention specifically to preventing teen pregnancy. The basic
issue in designing a prevention approach is to balance the magnitude of the problem with the paucity
of proven approaches for dealing with it. We need a strategic approach that develops and funds some
substantial demonstration programs and evaluates them for their potential to be more broadly
effective.
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Demgnstragon Early childbearing and other problem behaviors are interrelated and strong]y
influenced by the general llfe~expenence associated with poverty. Changing the circumstances in
which people live, and consequentiy how they view themselves, is needed to affect the decisions
young people make in regard to their lives. To maximize effectiveness, interventions should address
a wide spectrum of areas including, among others, economic opportunity, safety, health and
education. Particular emphasis must be placed on the prevention of adolescent pregnancy, through
measures which include sex education, abstinence education, life skills education and contraceptive
services. Comprehensive community based interventions show great promise, especially those efforts
that include education. ' '

We propose comprehensive demonstfration grants that would try different approaches to changing the
environment in which youth live ami carefully evaluate their effects. These grants would be of
sufficient size or “critical mass” to sligniﬁcantly improve the day-to-day experiences, decisions and
behaviors of youth. They would seek to change neighborhoods as well as directly support youth and
families and would particularly focus on adolescent pregnancy prevention. While models exist for
this type of comprehensive effort, few have been rigorously evaluated. We propose a systematic
strategy to learn from variations in different types of approaches. All demonstrations would include a
strong evaluation component.

SUPPORTING TWO-PARENT FAMILIES

Ideas under consideration for Reinventing Government Assistance include provisions to end or reduce
the current bias in the welfare system against two-parent families by: 1) eliminating the more
stringent rules for two-parent families that exist in current law; and 2) requiring States to provide
benefits to two-parent families contmuously, instead of limiting provision of such benefits to 6
months. Allowing two-parent famili ies to receive the same benefits that single parents receive should
encourage families to stay together, remove disincentives for parents to marry and send a strong
message about the value of both parents.
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APPENDIX: ENDNOTES TO TABLE 1

Two-Parent Estimates

1.

The costs for eliminating the special eligibility requirements for two-parent famdles is based
upon estimates from the food stamp quality control data file. These estimates were then
adjusted for increased parthlpanon based on estimates from the MATH model employed by
Mathematica Policy Research, Inc. :

Child Support Enforcement Estimates

1.

The costs for the noncustodial parent provisions are 10 percent of the JOBS and WORK
program costs.

Caseload Numbers and JOBS and WORK Estimates

The caseload numbers and the JOBS| and WORK cost estimates are based on the following policies,

- assumptions and sources of data:

1.

Adult recipients (including teen custodial parents) born after 1972 are subject to the time limit
beginning in October 1996 (FY 1997). The cost estimates assume about one third of the
States, representing 40 percent of the caseload, will implement the policy a year earlier than
required. This follows the péluem of State implementation under the Family Support Act.
JOBS spending on other port}ons of the caseload would continue as per current law.

Non-parental caretaker relati\%fes are not subject to the new rules and are not phased-in.

Parents who have a child under one (or under 3 months, if conceived after the initial welfare
receipt), are caring for a sevérely disabled child, report a work limitation or who are 60 years
of age and older are deferred from participation in the JOBS and WORK programs. As of
FY 1999, about 25 percent of, the phased-in caseload is deferred.

The caseload numbers include modest treatment effects as a result of the new rules.

Cost per JOBS participant ﬁgures are taken from the FY 1993 JOBS data (adjusted for
inflation using the projected C.PI)

The cost estimate assumes that: all non-deferred phased-in recipients are engaged in activities.
We assume that at a given point in time, 50 percent of the phased-in recipients are engaged in
activities which have cost. For recipients with extensions, it is assumed that everyone is
participating in a JOBS actmt)i' which costs the program money.

The cost of developing and maintaining a WORK assignment is calculated using CWEP data
from JOBS and from the welfare-to-work demonstrations of the 1980s (again, adjusted for
inflation using the projected CPI) Approximately 25,000 and 130,000 WORK slots would be
required in 1998 and 1999, respectwely -
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The ﬁgures for JOBS partncxpants and JOBS spending under current law are taken from the
baseline in the FY 1995 budget for the HHS Administration for Children and Families

The JOBS and WORK cost estimates do not consider the potential impact of child support on
the size of the caseload. |

Teen Case Management and JOBS-Prep Cost Estimates

1.

The case management cost e%stimate presumes that at full implementation, enhanced case
management services would be provided to all teen parents under the age of 19 and receiving
assistance. The percentage 6f teen parents receiving comprehensive case management services
is predicted to rise from 70 percent in FY 1996 to 80 percent in FY 1997, 90 percent in FYs

1998 and 1999 and to 100 percent in FY 2004.

The cost per teen figure for enhanced case management is drawn from Teen Parent
Demonstration data. There i as no data available on the current level of case management
expenditures in the JOBS program. Consequently, the estimate employs, as a proxy for a
JOBS case management cost per participant number, a figure calculated using data from the
welfare-to-work demonstrations of the 1980s (San Diego I and Baltimore Options).

|
The additional cost of comprehenswe case management for teens is the difference between the
cost of providing enhanced case management to teen parents under 19 and the cost of
delivering standard case management to the same population. The difference is roughly $560
per participant per year, in 1993 dollars.

The JOBS-Prep cost estimate presumes that JOBS-Prep services will be provided to 20 percent
of those in the JOBS-Prep pro‘gram. As States currently serve only 16 percent of the non-
exempt caseload in the JOBS | program, it is plausible to suppose that States will not serve a
sngmﬁcant]y higher percentage of persons in the JOBS-Prep program. We do not know what
services States will provide during the JOBS-Prep program (candidates include parenting skills
classes, life skills training andlsubstance abuse treatment), so arriving at a cost per participant
figure for the program is difficult.

For purposes of the estimate, we assume that States will not provide services such as
vocational rehabilitation in the JOBS-Prep program. JOBS-Prep services will consist
primarily of case management and referral to external service providers. Many persons in the
JOBS-Prep program have disabilities, although most mothers of children under one do not.
The cost estimates assume that|a fairly intensive level of case management would be required
for a small percentage of perso\ns in this program.

The cost per JOBS-Prep participant figure represents a level of case management more
intensive than that in the current JOBS program but not as intensive as the level provided in
the Teen Parent Demonstranon The number is arrived at by multiplying the Teen Parent
Demonstration case management figure by .75.
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Child Care Estimates

1.~ These estimates reflect the child care costs associated with the phase-in assumptions described

above under JOBS and WORK.
2. This estimate is based upon baseline spending for the Head Start program and therefore does

not account for the addltlonall children who will be served by Head Start when it expands.

This follows conventional CBO scormg rules.
3. There is no sliding scale fee ]for services included in this estimate,

4. We assume that approxnnate!ly 40 percent of all AFDC families participating in JOBS and
WORK will use paid child care.

5. We assume that Transitional ‘Chlld Care ehgxbles will have average utilization rates of 40
percent. :
6. Our working poor estimate represents a phase-in of a capped entitlement to cover children

whose families are below 130 percent of poverty but do not receive AFDC. By 1999, we
will approach full 1mplementat|on with $2 billion in net funding. We assume that there are
approximately 8 million non—AFDC children below 130 percent of poverty, 40 percent of
whom will potentially need child care because of their parents’ work status, and that 40
percent of these families will use paid child care.

No Additional Benefits for Additional Children

1. This cost estimate is based uﬁon an estimate by the Congressional Budget Office. The
estimate assumes a State option policy where States representing 33 percent of the effected
caseload adopt a cap for benefits for new children, :

2. It is assumed that States would reduce the monthly benefit by $63 for each child (after the

first) born while the mother \Yas receiving AFDC. It is also assumed that States would have
litle success identifying children born on AFDC during previous spells of welfare receipt.
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The AFDC Program: The Context for Reform

» $22 billion in| benefit payments
» 4.8 million families

» Average monthly check = $388

» T70% of entrahts. off within two years.

» But two thirqs of those who leave come
‘back on within three years.




Recent Reforms

The 1988 Family Support Act

»  Established Job Opportunities and Basic Skills Program

»  Over half of recipients deferred from pafticipation

> States must serve 15% of those not deferred

|
State Reform Efforts

»  Twelve states have substantial welfare reform
demonstrations.

»  Various approaciles to time limits and work incentives:

California, Colorado, Florida, Iowa
‘Michigan, Vermont, Wisconsin




Values Behind Welfare Reform

> \(Vork
|
> Responsibility
Co
> If‘amily

» Opportunity




A New Vision

Transitional Assistance Followed by
Work | |

|
Making Work Pay
Parental Responsibility and Prevention

Reinventing Government Assistance




A New Vision:
Transitional Assistance Followed by Work

» Full participation

» Training, education and job placement
services (the JOBS program)

» Time limits

» Work fori those who exhaust their time
limit (the WORK program)




A New Vision:
Making Work Pay

Health care reform

Advance %payment of the Earned Income
Tax Creqit (EITC)

Child carle for the working poor




| As New Vision:
Parental Responsibility and Prevention

»  Child support enforcement

i

» Efforts aimed at minor mothers,
responsible family planning and
prevention

l
» Efforts to promote two-parent families




A New Vision:
Reinventing Government Assistance

» Coordination, simplification and
improveci!l incentives in income support
programs ‘

» A performance-based system




Preliminary Cost Estimates
for Hypothetical Proposal

S-year totals in billions

|

Transitional Assistance Followed by Work

Making Work Pay

Parental Resp'onsibilitiy and Prevention
Reinventing Governm].ent Assistance

Total

$7.8
$5.0
$2.1
$0.0
$14.9



‘Focus and Phase-In

» How dramatic a change, how fast?

» Capacity constraints require phase-in.

» Phase-in alternatives:
»  Focus on new applicants and reapplicants?

»  Focus on young families?




~ Full Participation

11

T
Improving the JOBS Program

|

Training, Educatlon and Placement

(the JOBS program)

» Personal responSIbility contract
& employabiility plan

» Focus on work & private sector placement
» Closer coordination--&- integration with

existing mainstream education & training
program

» Emphasis on} worker support once people are
placed in a job

|




Time Limits, Extensions and Exemptions

Expectation of unsubsidized employment
- within two years

Flexibility for special circumstances

»  disabilities and serious barriers to work
~»  care of a disabled child

» care of an infant?

»  limit on the number of exemptions?

Extensions for services beyond two years
% .

» language difficujlties

»  completing highz school or GED
i

»  school-to-work %)r job training program

»  postsecondary education combined with work?
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The Post-Two-Year WORK Program

Temporary work opportunities after the
time limit for those unable to ﬁnd
unsub51d1zed Work

» Community involvement and
oversight

» Emphasis on private sector
placeme_nts%

!

» Flexible plz%cement options

employer Sllleld.leS
non-proﬁt/cbmmumty-based jobs
placements usmg new and existing initiatives
community serﬂce

vyvvywyy

» N on—displacin}g placements

» Special provision for weak local economies
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The WORK Program:
Work for Welfiare Versus Work for Wages

Work for Wages

» paycheck not welfare check

> dignity and responsibility of a "real job"
|
Work for Welfarcia

- » ] - -« e ’
» uses existing administrative structure
|

|

> previous experience

» state flexibility




Discouraging Lontg-Temi WORK Participation

» Sanctions for private sector job refusal

» Limited duration in any one placement

» Frequent job search
|
> No EITC benefits?

¢ LI } )
» Declining state reimbursement
|
» Limits or reassessment after several
placements?

15
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Minimum Work Expectations
|
1 .

|
Ultimate goal is independence

l ,
Supplementary support beyond 2 years for
people working part-time in unsubsidized
jobs? |

|

Hours and eiarnings in WORK ‘program
(after limit is reached)

» state flexibility: 15-35 hours

» supplements to achieve parity with non-
workers|on welfare?
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DETERMINED TO BE AN ADMINIST RATIVE
MARKING Per E.O. 12958 as amended, See 32 (QQNF{BEN:HAI:
Initials: Vaw Date: 8-19-05" |

} ' February 28, 1994

- SUMMARY AND WORKING GROUP RECOMMENDATIONS

1

Everyone is frustrated with the welfare system. Welfare reform is designed to give people
back the dignity and control tha}t comes from work and independence. It is about remforcmg
work and family and opportumty and responsibility.

The current welfare system proyldes cash support and a set of rules and expectations focused
on verifying eligibility rather th}an on moving people to self-support. We propose a new
vision aimed at helping people fegain the means of supporting themselves and at holding
people responsible for themselves and their families. The proposal emphasizes that work is
valued by making work pay. Itr indicates that people should not have children until they are
able to support them. It mgnals that parents--both parents--have responsibilities to support
their children. - It gives people access to the training they need, but also expects work in
return. It limits cash assmtance to two years, and then requires work, preferably in the
private sector, but in cemmumty service jobs if necessary. Most importantly, it changes the
culture of welfare offices, gettmg them out of the check-writing business and mto the trammg
and Job-placement business. i

|
|
|

Ultimately, this plan requires cl*fxanging almost everything about the way in which we provide

Inlign/ support to struggling families. To achieve this vision, the plan has four main elements.

|5 ——3MAJOR THEMES

W;N\

|
Transitional Assistance Followed by Work
|

o Full participation. Evers!fone who receives cash support is expected to do something
to help themselves and tl;leir community. The requirement applies to those who are
preparing themselves for work and to those who are currently not ready to work.
Those who are unable to work due to disability or other reasons will be expected to
do something for themselves or their community, but will not be subject to time limits
until they are ready to epgage in training, education or job placement services.

‘ !

. Training, education and job placement services (the JOBS program). As soon
as people begin receiving public assistance, they will sign a personal
responsibility contract and develop an employability plan to move them into
work as quickly as possible. Many will get jobs quickly--in weeks or months--
after assistance with job search and job preparation. Others will spend time in
education and training sérvices as needed. The program will be closely
coordinated with existing mainstream education and training programs
including current and ne:w Labor Department programs (the Job Training
Partnership Act and the Workforce Security Act), School-to-Work programs,
vocational and post-secondary education.

. Time limits. People who are able to work will be limited to two years of cash
assistance. Most people( are expected to enter employment well before the two
years are up. Extensmns to complete an education program expected to
enhance self-sufflclency w111 be granted in a limited number of cases.




Making Work Pay

Parental Responsibility [

CONFIDENTIAL

! Fao
Work for those who exhz!mst their time limit (the WORK program). Those
people who are still unable to find work at the end of two years will be
required to work in a private sector, community service or public sector job.
These are intended to be|real, work-for-wages jobs. The program will be
designed to favor unsubsidized work and to ensure that subsidized jobs are
short-term and non—displ?cing.

|
|
I .
|
I

i
| , . o
Health care reform. An:essenhal part of moving people from welfare to work is

ensuring that, working peopk: get health protection. The current system keeps people
from leavmg welfare for fear of losmg their health insurance.
|

Advance payment of the! Earned Income Tax Credit (EITC). The expanded

EITC makes it possible for low-wage workers to support their families above
poverty. Efforts will bel made to help families receive the EITC on a regular
basis. !

|
Child care for the Worki}n,q poor. In addition to ensuring child care for -
participants in the transitional assistance program and for those who transition
off welfare, child care subsidies will be made available to low-income working
families who have never, been on welfare but for whom assistance is essential
to enable them to remain in the workforce and off welfare.

]
1

|

|
I

Child support enforcement. The child support enforcement system will be
strengthened to ensure that awards are established in every case, that fair
award levels are maintained and that awards that are owed are in fact
collected. Demonstratio:ns of child support assurance and of programs for
noncustodial parents will be conducted. '

|
Efforts aimed at minor fnothers, responsible family planning and prevention.
Minor mothers will rece;ive special case management services and will be
required to live at home and stay in school to receive income support. Access
to family planning will be ensured. A strategy for investing in and learning
from programs to prevent high-risk behavmr and teen pregnancy will be
pursued. ! ;

i
Efforts to promote two-parent families. We will provide better support for two-parent
families by eliminating or reducing the current bias in the welfare system in which
two-parent families are subject to more stringent eligibility rules than single-parent

tex }
families. !

|
|
|
|
|



Reinventing Government Assistance

*  Coordination, shnvlification and improved incentives in income support programs.
The administrative and regulatory program structures of AFDC and Food Stamps will
be redesigned to simplifyl and coordinate rules and to encourage work, family
formation and asset accurnulation.

|

° A performance-based system. In addition to incentives for clients, incentives
will be designed to bring|about change in the culture of welfare offices with an
emphasis on work and pel‘rfonnance.

POLICY ISSUES TO BE RESbLVED

The attached paper lays out the {!najor issues that need to be addressed. It is organized

around each of the first three broad elements listed above. In each case, a description of the .. ..

proposed policy is provided and{remaining issues discussed. (The details of the fourth
element--Reinventing Governmeht Assistance--will be addressed later in a separate paper.
We anticipate that changes will be cost neutral for that part of the proposal, so they w111 not

affect cost estimates or ﬁnanmné needs.)

The Welfare Reform Working Group met on Saturday February 26 and discussed the issues
that were identified as the most important in the paper. There are five particularly
significant sets of issues that ‘need to be resolved:

A - :DZ@ ¢ ’Fﬁe scale and phase-in of the ll'eformed welfare system

Should we seek to bring everyone on the caseload into the new system quickly, or should we
initially target our resources to sub- -groups, such as new applicants or the youngest third of
the caseload?

i

Immediate implementation of the new program would severely strain the ability of federal
and state governments to implerpent the new system.

The Working Group agreed that a phased-in approach was necessary.

i .
A phase-in strategy could start \‘ivith new applicants, or it could start with young applicants
and recipients. Starting with young peaple avoids any incentives to stay on welfare and any

"rewards" to having children aqd coming on welfare early. It also allows for investments in

families who have the most hope of being helped.
| .
The Working Group agreed that an initial focus on the youngest third of the
caseload was their preferred phase-in strategy.




CONFIBDENTIAL

| o
Extensions to and exemptions :from the time limit

1
Should any groups of recipients ghave the time limit extended? Should any be exempted from
the requlrements of the time limit?
o F

The issue of extensions arises because some recipients, especially those w1th language
difficulties, education deficits arid no work experience, may not be able to appropriately

|
prepare themselves for work in a two-year period.

The Working Group agreed that a limited number of extensions for such

purposes as completing a high school, school to work or job training program,
or for completing a program of postsecondary education combined with work,
were approprlate

The issue of exemptions from the time limit arises because not all recipients are able to
work, even if they are not severely enough disabled to qualify for SSI. A second type of
exemption issue arises because requiring participation from mothers of infants or very young
children may interfere with healthy child development and require substantial expenditures on
infant day care. Under currentllaw over half the caseload, including mothers of chlldren
under three, is exempted from partlcrpatlon

The Working Group agreed that exemptions should be limited, and that
participation in some act1v1t1es should be expected even of those who are
exempted. The Working Group agreed that states should be permitted to
exempt up to a fixed pelj'centage of the caseload for disabilities, care of a
disabled child and other serious barriers to work.

The Working Group split over the issue of whether exemptions for mothers of
infants should be for one year (i.e., until the baby’s first birthday) or for
twelve weeks (Twelve weeks is the mandated leave time in the Parental Leave
Act.) Most members agreed on a one year exemption for infants who were
not conceived on welfar:e and a twelve week exemption for those conceived on
welfare, with a state option to lower the exemption period to twelve weeks for
all children.

The structure and requiremellrts of the WORK program for people who come to the
time limit without having found unsubsidized work

After a person hits the time 1inf1it, should we mandate States to provide a job which pays an
hourly wage, or should we allow States to continue paying a welfare check while requiring
work as a condition of receipt? What methods should we use to minimize long-term
participation in this work program? How many hours of work should be required?

: L

|
|
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Work for wages versus work for welfare. Despite a focus on getting everyone into
unsubsidized employment as quickly as possible, a small percentage of those who start on
welfare will hit the time limit without having found work. After a period of job search, the
state may be required to provide; a subsidized or community service job for some. One
issue is whether states should be permitted to offer "workfare" slots, as opposed to
subsidized private sector work or community service jobs in which the participant works for
wages. Workfare is somewhat easier to administer than work for wages, but does not
provide either the dignity or the :discipline of a job that pays wages.

1
i
1

The Working Group agreed that an emphasis on work for wages is a defining
feature of the Administraition’s welfare reform proposal.

Discouraging extended participation in subsidized or community service work. The
WORK program of subsidized and community service jobs is designed to be a short term

supplement to unsubsidized wor1:< in the private sector, not a replacement for it. A number .
of steps.can be taken to ensure this :

The Working Group agreed that subsidized job slots would last for a defined
period of time, after which the person would again be expected to look for
unsubsidized work. :

|
The Working Group agreed that the availability of the EITC as a supplement
to private sector work would provide a powerful incentive for participants to
move from the WORK program into unsubsidized work.

The Working Group also|agreed that federal reimbursement to states should
decline the longer people were on the rolls, in order to provide serious
incentives to move people into employment.

The Working Group also agreed that refusal to accept a prlvate sector job
should result 1n termination of benefits.

An issue arises around what is expected to be a relatively small number of people who
continue to be unable to find unsubsidized employment after placement in a job slot and
private sector job search despite being willing and able to work. (Refusing a job would be
grounds for being cut off, and ajwork for wages model would already provide sanctions
because not showing up for work would mean no paycheck.) Some argue that they should be
placed in community service slots for as long as they need them. Others argue that this
policy would lead to permanent guaranteed jobs that might be expensive and perceived as
simply another welfare program! Instead, people who have not found employment might
return to a deferred status, might have their welfare benefits reduced or might be cut off
entirely.

|
|
!
|
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The Working Group agreéd that a serious reassessment. should be done of
everyone who comes to the end of two or three years in work assignments
without having found pnvate sector work. Those found at that point to be
unable to work could be returned to deferred status with full benefits. Those
found to be able to work and unwilling to take an unsubsidized job would have
assistance terminated. In situations where jobs were not available for people
who conscientiously played by the rules and tried to find work, assistance
would be continued through another job slot, a workfare assignment, or
training linked with work

Minimum work expectatlons part time or full time. Everyone agrees that
independence is the ultimate goal of the system. But two related questions arise in thinking

about people working less than full time. The first issue is whether someone who is working -
at least half time in a private unsi.xbsidized job can continue to receive supplementary welfare
benefits after two years if they live in a state where half time work at the minimum wage
would leave them below the income level for welfare receipt in that state. Proponents of
allowing benefit receipt in these s;ituations argue that half time work allows parents time to
nurture their children as well as §0 support them financially--a task which is especially

difficult for single parents. They; also argue that getting someone to work part time is a big
success and should be rewarded. Opponents argue that full time work and an end to welfare
receipt should be the expectation.i They argue that continuing AFDC as a work supplement
for long periods of time is counter to the basic philosophy of the new program.

The Working Group was split on this issue. About half the group felt that part
time workers should continue to be eligible for supplementary benefits after

the time limit. Others felt that the time limit should apply, but with many
arguing for a slowing of the clock for part time workers. Some members
suggested a compromise that said that supplementary welfare benefits would be
provided for part time workers (at least twenty hours) who had pre-school

. children, and at state opti(;n to other part time workers.

A related issue arises around the number of hours of work that states would be requxred to
provide through subsidized or commumty service jobs, and around the supplemental welfare
benefits that would need to be pald if the required hours of work did not generate pay at least
as high as the welfare benefits received by non-working welfare recipients in the state.
Because of wide variations in state welfare benefit levels, the number of hours of work at the
minimum wage required to earn the equivalent of the welfare benefit level for a family of
three ranges from about 7 to about 47 hours per week. For larger families, work hours
would have to be higher to reach the welfare benefit levels. It is obviously hard to structure-
a real job of eight or ten hours pe{r week. At the other extreme, it is unreasonable to require
more than the conventional definition of full time work.

The Working Group agreeéi that states could vary the number of work hours



they required, but that th'ey could go no lower than 15 nor higher than 35.
There was also agreement that the wage paid must be at least the minimum
wage and could be hlgher

We assume that most -states cou%d and would require work hours that would produce earnings
roughly equivalent to welfare benefits; some states might do this by paying more than the
minimum wage. In the median fstate this would be about 26 hours a week at the minimum
wage for a family of three. Son:1e higher benefit states might choose, however, to structure -
jobs with fewer hours, and some very high benefit states might choose not to raise the wage
to a level sufficient to pay the equivalent of the welfare benefit. Should they be allowed to
do this and required to provide a supplementary benefit to bring family income up to the
level of welfare benefits for recipients who don’t work? The argument for doing so is people
who are playing by the rules and working, even if they have not been able to find an
unsubsidized job, should not be penahzed by receiving lower benefits. The argument against
doing so is that this too would continue welfare as a work supplement. -

The Working Group wasi split on this issue. The discussion tended to parallel -
the discussion on the acceptability of part time work. There was some
sentiment in favor of varying the expectation for parents of pre-school

children. i

1
The level and focus of child care for the working poor
What level of resources should we devote to child care for the working poor? How should
limited resources be targeted? ;
Child care for the working poor!is a potentially costly addition to a welfare reform package.
The argument for including it, however, is to ensure that low income working families are
encouraged to stay off welfare, and that equity is maintained between those who have and

|
have not been on welfare. |

i
+

The Working Group agreed that child care for the working poor is an integral
part of a welfare reform effort. The Working Group also expressed a
preference, however, thajt working poor child care be paid for through
mechanisms other than cuts in programs for the poor. There is a strategic
decision to be made, therefore, about the financing and packaging of this
aspect of welfare reform!

Parental responsibility and pre:vention

i
Should demonstrations of child §upport assurance and programs for non-custodial parents be
included in the welfare reform package" Should states be allowed or required to reduce
benefits for children conceived on welfare?
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The Working Group agréed that demonstrations of both Child Support
Assurance and programs for non-custodial parents should be included.
Enthusiasm for child support assurance varied.

i _

s
The Working -Group did not discuss family caps or other prevention issues,
which will be taken up at the next meeting.

|
!
|
|
j
|

|

!
COSTS AND FINANCING :

|
The attached paper does not incl'ude a discussion of financing options. The Working Group
recognized that decisions about the overall welfare reform package that have serious cost
implications need to made in thelcontext of available financing possibilities. Issues of

balancing costs and financing we}e not discussed at the February 26 meeting, but will be the
focus of the next meeting. i

| .
To provide a sense of the scale of a program and the cost of particular elements, we have
created a hypothetical proposal, which served to guide the Working Group’s discussions of
the costs of various policy choices. The actual cost of the program will differ depending on
what decisions are made about the issues identified above. In the attached document, we
refer to this hypothetical proposal; and indicate where different programmatic decisions would
have led to a larger or smaller program. The table which follows is provided only as a basis
of discussion--not as an indication that policy decisions have been made.

|

!
|
|
|
|

|




TABLE 1.--PRELIMINARY COST ESTIMATES (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL
(By fiscal year, in millions of dollars)

: ‘ 5-Year
: 1995 1996 1997 1998 1999 Total
o i

PARENTAL RESPONSIBILITY ]
Minor Mothers 1 0 {45) (50) (50) (50) (195)
Comprehensive Demonstration Grants o 50 50 - 50 ‘ 50 200
Two-Parent Provisions ‘ : 0 0 440 680 945 2,065
No Additional Benefits for Additional Children | ' (35) (100) (110) (140) (150) (535)
Child Support Enforcment :

Paternity Establishment (Net) 5 20 (110) (165) (215) (465)

Enforcement (Net) (10) (20) (65) (80) (320) (485)

‘Computer Costs ! 15 35 95 160 160 465

Non-Custodial Parent Provisions ' 0 25 80 110 175 390

Access Grants and Parenting Demonstrations 20 25 3 30 T80 T 138

Child Support Assurance Demonstrations l 0 0 100 200 250 550

SUBTOTAL, CSE ’ : 30 85 130 255 80 580
=
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep 0 15 50 60 - 70 195
Additional JOBS Spending ‘ C 210 750 920 1,000 2,880
WORK Program g 0 0 0 130 690 820
Additional Child Care for JOBS/WORK i 0 190 630 745 900 2,465
Transitional Child Care % 0 70 230 280 360 940
Enhanced Teen Case Management ! 0 30 90 105 - 110 335
Economic Development ! 0 0 100 = 100 100 300
Savings - Caseload Reduction | 0 0 (30) (60) (80) {170)
SUBTOTAL, JOBS/WORK i 0 818 1,820 2,280 3,18C 7,765

MAKING WORK PAY ' % A
Working Poor Child Care ' | 500 1,000 1,500 2,000 5000
Advance EITC . 0 4] o o 0 0

|
|
GRAND TOTAL ] . (5) 1,005 3,280 4,575 6,025 14,880
!
)

Note: Parentheses denote savings.

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not rfepresent a consensus recommendation of the Working Group co-chairs.

SEE APPENDIX FOR ENDNOTES TO TABLE

|
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APPENDIX: ENDNOTES TO TtI&BLE 1

|
|
Two-Parent Estimates '
- o |
1. The costs for eliminating the special eligibility requirements for two-parent families is based
upon estimates from the food stamp quality control data file. These estimates were then

adjusted for increased paruc:patlon based on estimates from the MATH model employed by
Mathematica Policy Research Inc.

Child Support Enforcement Esnmates

1. The costs for the noncustodlal parent provisions are 10 percent of the JOBS and WORK

program costs. !

Caseload Numbers and JOBS and WORK Estimates

|
- The caseload numbers and the J OBS and WORK cost estimates are based on the followmg pollmes,

assumptions and sources of data: %

|
l

1. Adult recipients (including teen custodial parents) born after 1972 are subject to the time limit
beginning in October 1996 (FY 1997). The cost estimates assume about one third of the
States, representing 40 percent of the caseload, will implement the policy a year earlier than
required. This follows the pattern of State implementation under the Family Support Act.
JOBS spending on other portions of the caseload would continue as per current law.

2. Non-parental caretaker felati;ves are not subject to the new rules and are not phased-in.

3. Parents who have a child under one (or under 3 months, if conceived after the initial welfare
receipt), are caring for a sev;erely disabled child, report a work limitation or who are 60 years
of age and older are deferred from participation in the JOBS and WORK programs. As of
FY 1999, about 25 percent of the phased-in caseload is deferred.

|

' !
4. The caseload numbers include modest treatment effects as a result of the new rules.

5. Cost per J OBS participant figures are taken from the FY 1993 JOBS data (adjusted for
inflation using the projected :IGPD.

6. The cost estimate assumes th!at all non-deferred phased-in recipients are engaged in activities.
We assume that at a given p¢int in time, 50 percent of the phased-in recipients are engaged in
activities which have cost. For recipients with extensions, it is assumed that everyone is
participating in a JOBS activity which costs the program money.

7 The cost of developing and mamtammg a WORK assignment is calculated usmg CWEDP data

from JOBS and from the welfare-to-work demonstrations of the 1980s (again, adjusted for
inflation using the projected CPI) Approximately 25,000 and 130,000 WORK slots would be

required in 1998 and 1999, ﬂespectlvely

\ 10
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The figures for JOBS particif)ants and JOBS spending under current law are taken from the
baseline in the FY 1995 bud'get for the HHS Administration for Children and Families

The JOBS and WORK cost estlmates do not consider the potential impact of child support on
the size of the caseload. @

Teen Case Management and JOBS?-Prep Cost Estimates

1.

The case management cost estimate presumes that at full implementation, enhanced case
management services would be provided to all teen parents under the age of 19 and receiving
assistance. The percentage of teen parénts receiving comprehensive case management services
is predicted to rise from 70 percent in FY 1996 to 80 percent in FY 1997, 90 percent in FYs
1998 and 1999 and to 100 percent in FY 2004.

The cost per teen figure for elanhanced case management is drawn from Teen Parent
Demonstration data. There i IS no data available on the current level of case management
expenditures in the JOBS program Consequently, the estimate employs, as a proxy for a
JOBS case management cost per participant number, a figure calculated using data from the
welfare-to-work demonstratxons of the 1980s (San Diego I and Baltimore Options).

The additional cost of comprlehensive case management for teens is the difference between the
cost of providing enhanced case management to teen parents under 19 and the cost of
delivering standard case management to the same population. The difference is roughly $560
per participant per year, in 1%993 dollars.

The JOBS-Prep cost estimate presumes that JOBS-Prep services will be provided to 20 percent
of those in the JOBS-Prep program. As States currently serve only 16 percent of the non-
exempt caseload in the JOBS program, it is plausible to suppose that States will not serve a
significantly higher percentage of persons in the JOBS-Prep program. We do not know what
services States will provide during the JOBS-Prep program (candidates include parenting skills
classes, life skills trammg and substance abuse treatment), so arriving at a cost per participant
figure for the program is dlfﬁcult

For purposes of the estlmate we assume that States will not provide services such as
vocational rehabilitation in the JOBS-Prep program. JOBS-Prep services will consist
primarily of case management and referral to external service providers. Many persons in the
JOBS-Prep program have dxsabllmes although most mothers of children under one do not.
The cost estimates assume that a fau‘ly intensive level of case management would be required
for a small percentage of pe;sons in this program.

The cost per JOBS-Prep paxt;icipant figure represents a level of case management more

. intensive than that in the current JOBS program but not as intensive as the level provided in

the Teen Parent Demonstratlon The number is arrived at by multiplying the Teen Parent
Demonstration case management figure by .75.

11
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Child Care Estimates |
1. These estimates reflect the cliild care costs associated with the phase-in assdmptions described
above under JOBS and WORiK.

2. This estimate is based upon baseline spending for the Head Start program énd therefore does
not account for the additional children who will be served by Head Start when it expands.
This follows conventional CBO scoring rules.

3. There is no sliding scale fee for services included in this estimate.
|

|
4, We assume that approximately 40 percent of all AFDC families participating in JOBS and

WORK will use paid child ca;re.

S. We assume that Transitional ]Child Care eligibles will have average utilization rates of 40
percent. o [
6. Our working poor estimate represents a phase-in of -a capped entitlement to cover children

whose families are below 130 percent of poverty but do not receive AFDC. By 1999, we
will approach full 1mplementatlon with $2 billion in net funding. We assume that there are
approximately 8 million non—AFDC children below 130 percent of poverty, 40 percent of
whom will potentially need chud care because of their parents’ work status, and that 40
percent of these families will use paid child care.
|
No Additional Benefits for Additional Children
o
1. This cost estimate is based upon an estimate by the Congressional Budget Office. The
estimate assumes a State option policy where States representing 33 percent of the effected
caseload adopt a cap for benefits for new children.

2. It is assumed that States woulid reduce the monthly benefit by $63 for.each child (after the
first) born while the mother was receiving AFDC. It is also assumed that States would have
little success 1dent1fymg chlldren born on AFDC during previous spells of welfare receipt.

|
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TO: Secretary Donna Shalala
Secretary Robert Reich
Secretary Richard Reilly
Secretary Henry Cisneros
Carol Rasco f
Melanne Verveer

]
FR: Marian Wright Edelman

H

RE: Absolute time limits on AFDC eliQibility

l !

It is my understanding that on Wednesday the Cab_net‘mty
consider a proposal developed by the Administration’s working gro

on welfare reform that would eliminate AFDC ellglblllty for at

least some families who have participated for two years in and met

all the requlrements iof a publicly-funded work program.

I

I strongly urge you to speak out against any prcposal that may
cut off AFDC benefits without providing an assured job. A sweeplng
"two years and out" approach would destroy the safety net that npw
protects poor children from severe deprivation and lead fto sharp
increases in honelessness, foster care placements and other tragjic
and costly outcomes. . Even a more limited provision that allows but
does not require welfare agencies to end elxglblllty%afterla

reassessment at the two-year point is fraught with perilg. Given
that parents who reach the two-year limit will have been in full
compliance with JOBS' and WORK program requlrements all the way up
to the point of reassessment, what objective criteria could
p0331b1y serve as the basis for decisions to end AFDC eli gxblllty
even in selected cases? ;

The President'sgpledge to provide and require work after two

. yeaxrs of AFDC receipt can attract broad support. However, it is

inconceivable to me that this administration would turn its back ien
poor children and families by embracing any form of arbltrary‘tqme
limits on AFDC benefits. By eliminating AFDC benefits in instances
where jobs or alternatlve means of support are not dtherwise
available, either mandatory or discretionary time limits would
viclate every standard of fairness and decency. I deeply hope tHat
you will push for |a more sensible and humane course | in this
critical area. 5 ' ' ‘

i
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Wed . 4 pm
OFFICE OF THE PRESIDENT

EXECUTIVE

i28-Feb-1994 09:01pm

TO: Bruce N.!Reed

TO: Kathryn J. Way
|

FROM: Carol H.

Economic jand Domestic Policy

J

SUBJECT: Wednesdag

|
I have read both documents - the summary thoroughly and the longer
paper very quickly.| Seems to me a logical format for Wednesday is
for me to open, then outline that we will have a 15 minutes
overview of the Major Themes and then allow 15 to 20 minutes to go
through the five major sets of issues to be yet resolved. Granted
a couple of them won’t even take 15 minutes more than likely but
others will take longer...I 11 serve as timekeeper. I see the
goal Wed. as going through the issues to be resolved and either
see that consensus is emerging or list questions the working group
should explore and ¢ome back with recs.

|
When is the next working group meeting?

|
Although I seriousl§ doubt it, I realize the principals may wish
to have the time spent getting a more indepth briefing on the
major themes but I see that as a waste and a method to
procrastinate. I plan to ask POTUS Wed. a.m. in my briefing if he
will continue to back an April 1 type date for major decisions
made and therefore support me in having Ricki set a date for
principals to meet with Pres. if only for 30 minutes to go over
recommendations including policy, financing and timing which will
then let everyone know we have to scurry. This is not known as
rushing the process but remembering for whom we work, right?

I
I can assure you that at least two if not more cabinet schedullng
offices will call tomorrow wanting to know what the agenda is
despite me saying the documents provide the basis for the
discussion. The questlon is: do we proceed the way I stated
above and that is what we tell the callers or even send out a memo
stating the process or shall we tell folks the short document is
the one we’ll go through or do we stick with simply "The documents
provide the basis for the discussion." If you all are okay with
the process I’ve 1aid out as preferred then you can start working
with Bane and Ellwood to decide who leads what and we’ll finalize
it when we get on conference call with them if Ros is able to set
one up. Thanks.

|
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| THE WHITE HOUSE
, WASHINGTON

February 28, 1994

MEMORANDUM FOR Vice President Gore
Secretary Bentsen
Attorney General Reno
Secretary Espy
Secretary Reich
Secretary Shalala
Secretary Cisneros
Secretary Riley
Leon Panetta
Mack McLarty
David Gérgen
George |Stephanopoulos
Bob Rubin
Laura ?yson

i

FROM: Carol H. Rasco, Assistant to the President for

Domest%c Policy

i

SUBJECT: Welfare Reform
|
!
I

Enclosed are materials which will serve as the basis for our
discussion on Wednesday, March 2 from 4 p.m. to 6 p.m. in OEOB
Room 211. Please remember this is a meeting for principals only
with a designee requested IF the principal cannot attend.

If your office has not already done so, please confirm your

attendance or that of your designee with Rosalyn Miller of my
staff at 456-2216.

|
{
i

Thank you.

|
|
cc: Mary Jo Bane
David Ellwood
Bruce Reed !
Kathi Way j
|
|




