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Arkansas D~partment of Human Services

I 	 . 
Office of the Director 
329 Donnghey Building 
P.O. Box 1437Jim Guy Tucker 

Covernor Little Rock, Ark;:msns 72203'-1437 
I 

Telephone (501) 682-8650 
FAX (501) G!32-6!33G 

HEMOIU\NDUM 

DATE: . November 29, .1993 
I,

TO: Jim GuiY Tucker 

FROM: n 

SUDJECT: 	 REFORM 

Division of Economic and Medical services staff, Marcie 
Gibson and I are currentl~y worl<.ing on welfare reform 
proposals for your consideration. The work should be 
completed and a product sent to you in the next four weeks. 
I am urging staff to be ~s bold as possible in this process. 
hnything less will result in nothing more than minor 
tinkering and hence no real change. 

By way of background I hJve written the attached concept 
paper that attempts to add some definition to the issue. . 
Once work is completed I IWil1 schedule a long enough meeting 
through Sandy to provide us the time needed for our briefing
nnd your ultimate decisions. . 

. I 

TD/pb 

httachment 

cc: 	 Kenny Whitlock 
Marcie Gibson 

Caring People . .. Quality Services 
"The Arkon$:ls Depnrtment of Humnn Services is in coh,pliflnce with Titles VI find VII of the Civil nights Act nnd is opernted. ' 
mnnflClen :md delivers ~ervices without rl'!('lfIrd 10 nt~('!. mlioion. di~flhililv. nnlilil'nl nffilinllnn ,,,.,,,,,," ." .. , .... My ."~ft 



[BackgrorindPap~rre: Current Problems] 

The general public largel~ holds negative views about. 
welfare. People believe Ithat while the .goals of welfare 
were once noble, the implementation has been flawed. It 
appears des igned to encourage dependency. Current rul.es sap 
individual spirit and, inl fnct, discourage rather than 
foster work: 

Example: a welfare mOlther with'two children works part ­
time and earns $200 per month. This amount is 
reported. How is thle recipient's welfare payment 
effected?· I 

i 

Client receives 	 $!204/month AFDC . 

~month Food stamps 

$499 AFDC/Food stamps 


Income earned $200/month 
-30 An allowance allowed by AFDC 
. free from any reduction 

$'170 
-57 Another allowance of 1/3 of the 

.remaining earned income free 
from reduction . 

$:!113 Remaining amount is to' be 
reduced from welfare payment 

AFDC is now $204 - ~113 = $91/month 

Food stamp payment is now $295 - $44 = $251/month 


. -	 I'.
(for every $32 enrned, $6-8 ~s reduced from 
food stamps)·.. . I 

Old AFDC/PS Payment'i $499 

. New AFDC/FS payment 
 342 

$157 

Therefore of the $200 earned the client will "realize" 
$43 ($200 -·157). 

[For a more indepthanalysisof the impact of work on 
welfare recipients, see Attachment A] 

• I· ",
Welfare payments (wh~le steady) offer only a bleak standard 
of 'living (see Attachmeni D). In Arkansas AFDC payments 
represent only' twenty-on~ (21%) percent of tpe national 
poverty level designatiory. When food stamp values are added 
that percentage becomes tifty pe~cent of poverty levels. 

On the one hand, the welfare "safety netil appears to offer 
little quality of life to recipients. The reverse view, . 
however, is that while wtlfare doesn't necessarily promote 

! 1 




usage, it clearly seems ofer past years. to have sustained an 
"underclass" of poor Arkansans. Attachment C shows the 
number of active welfare 6aseloads in Arkansas. Notice that 
the number of active caselloads is highest under 24 months 
and decreases as five to I~en year periods are approached. 
This information is misleading, however, since "active 
cases II cannot be equated Iwith welfare recipients. If a 
single mother is on welfare for a period of time and goes 
off welfare because of a ~hange of status (e.g. temporary 
employment) .only to laterl return to the welfare rolls, she 
will be counted as a new active case. In reality, however, 
she is a longer standing ~elfarerecipient when the total 
number of months on a'ssis:tance are counted. since three 
years is the 'longest periled of time in ~hich records are 
kept after a case 'becomes' inactive, we don 'thave actual 
data of the true periods of time people have been on 
,welfare. 

Nothing better demonstr<lties welfare's failures than the fact 
that this program origin~llY designed ~o be transitional 
help now crosses generatilons. Dependency, rather than self­
sufficiency, is being su~tained nationally an~ in Arkansas. 

The only thing that is t~IUIY positive for the poor on 
assistanc~ is the health coverage through Medicaid. 
Ironically, it is this p~ogram that may break the system 
through its often uncont~olled and increasing costs. In SFY 
1994 Medicaid alone will !exceed $277 million in GRE: 12+% of 
the. state budget; over 60.% of the m!s budget. 

I 

I * * * 

While it is easy to say that moves must be made toward 
r.eforms that will make wdlf<:lre a bridge to self 'reliance, 
there arc costly societa~ innovatiohs outside the welfare 
system that must be addre1ssed before this is truly possible. 
A univer~al health care prog~am is needed to protect against 
the loss of Medicaid cove:rage as a recipient moves off 
welfare, and there is a need to augment low wages in this 
c~untry.so that welfare ~ecipients aren't .being pushed' 
s~mply ~nto a higher level of.poverty e.g. the working poor. 

Trends working against we:lfare reform are: 

1. 	 A long term decline i,n wages at the bottom end of the 

labor market 'making i!t less advantageous to leave 

welfare, roles. 
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Average Weekly Earnings 

By Ye~rs bf School Completed* 


IWomen Men 
12+ yrs 12 12+ yrs 12 -121'-1,2

School 	 school 

1969 330 250 ' 200 680 515 415 
1989 405 275 1.200 685 470 350 

*Northwestern University study reported in "New York 
• 	 I 

T~mes" 7/26./92. . I . ... . 
2. 	 A spectacularr~~e ~~ out-of-wedlock b~rths ~ncreas~ng 

the population that could face term dep~ndency. 

Out of WldlOCk Birth Rates* 

, Black II' White Total 
1960 21.6% 2.3% 5.3% 
1970 37.6 ' 5.7 10.7 
1980 55.3 11.0 18.4 
1989 65.7 \ 19.2 	 27.1 

*National center for Health statistics reported 
in "New York Times'! 7/26/92 

One interesting note in the birth rates above is that the 
current rate ,for out-of-~edlock births among whites has now 
reached the level that it was among black families when 
Daniel Patrick Moynihan ~rote his famous report in the mid­
60's on the decline of the black family.

I
The two trends identified are most telling when the age 
groups of singlemothcrslare evaluated and projected into 
the future (sec Attachment D). younger mothers in the 
twenty-five and below range will increase thirty-three (33%) 
by the year 2010. The majority of these women will be' 
teenage high school dropduts with few employability 

,strengths. 	 . I 

, ,* * * 

A n~mber of welfare refolm efforts are being tried in 
various states: I 

new requirements Ifor schooling 
job training or community service work 
financial carrot~ to encourage marriage 
financial sticks Ito discourage childbearing 
stronger collection efforts from absent fathers 

The above will be too little if not properly funded and will 
ultimately impact only a IsmaIl number of recipients. A 



recent national finding i9 that one fifth of all the 
nation's children (including 2/3 of black children) will 
spend time on welfare by the age of lB. This is not an 
indictment of the welfare I system as much as it is a symptom 
of a vast social ill. William Julius Wilson of the 
University of Chicago arg~es that the two driving forces of 
dependency - worsening wages and out-of-wedlock births - are 
related. The economic status of young males (especially 
minority males reaching u~employment rates of 30+%) is 
directly associ~ted with the problem of marriage. 

* * * 
since welfare payments have always been iow and their 
purchasing power has steadily declined since the mid-70's a 
most sinister effect has occurred. Welfare recipients have 
been forced to lie and ch&at in order to survive. We have 

Icreated a welfare system whose rules have no moral 
legitimacy in recipients'leyes. Since the welfare system 
seldom gives mothers who follow its rules enough money to 
pay for necessities, they feel entitled to break the rules. 

i 

This fe~ling is not confihed to second generation welfare 
recipients in poor neighbprhoods - the so called underclass. 
It is shared by mainstream women who have finished high 
school, held jobs, married, had children, and ended up on 
welfare only when their h~sbands left them. It is a feeling 
bred by a system whose rules are incompatible with everyday
American morality, not by the peculiar characteristics of . 
welfare recipients. 

Historically: 

- most training programs for welfare mothers have been 
part-time, short t~rm and inexpensive 

- mos~ programs rctisbd welfare recipients' annual 
earnings enough to justify their modest cost 

- while programs wer~ usually cost effective, their 
absolute benefits were small 

- because their abso~ute benefits were small, low-cost 
training programs did not move many mothers off 
welfare rolls. i

I ' , 
o~r societal thrust has been wrong. ,The only politically 
v~able strategy for significantly improving the economic 
conditions of single moth~rs is to concentrate on helping
those who work at low-wage jobs .. 

. I ' 

(as opposed to the v~ew of helping the neediest 
. by increasing AFDC payments) , 

I 



liThe Legislature!s failure to help single mothers with low­
wage jobs has turned the iAmerican welfare system into a 
political and moral disa~tcr.. It has made welfare 
synonymous with helping people who do nothing to help 
themselves. In addition, it has created 'a system in which 
unskilled single mothers cannot improve their situations by 
working harder. Such a s·ystem will never have many 
political supporters, eve'n among hard core liberals. 
Welfare· benefits will re~ain low! single mothers will remain 
poor and we will turn another generation of recipients 'into, 
welfare cheaters." Rethinking Social Policy! 1992, 
Christopher Jencks . , 

The issue of welfare cheJting and fraud has another 
interesting aspect in Arkansas. While much has been made 
out of the "urban myths II of welfare recipients and their 
Cadillacs and the overall system abuse people think is 
occurring, the questions have to be asked: How real is 
widespread fraud? What are we spending in our attempts to 
curtail fraud? 

The following data shows the amounts of AFDC grants made in 
the years 1989 through 1993, how much we spent on fraud and 
non-fraud collection and finally how much money was actually 
recovered from fraud. 

Total AFDC Fraud $ Total 
state 
Fiscal Yr 

Grants 
(75/25 Fed/St) 

Captured 
(% of Total) 

Expenditures in 
AFDC Collection 

1989 
1990 
1991 
1992 
1993 

, . I 
$54,040,750 .' 

56.,640,499 • 
50,784,110 
GO,713,OGO. 
59,903,2321 

$68,173 
83.,232 
71,290 
01,103 
60,237 

(0.12%) , 
(0.15%) 
(0.12%) 
(0.13%) 
(0.11%) 

$116,672 
338,96·6 
570,898 
672,638 
618,709 

I 

The state of Arkansas spent $2.3 million in five years to 
recover $1.5 million in fraud and non-fraud collections. 
That amount 'recovered due to fraud amounted to approximately 
$372,035 (one-tenth of oljle percent) of total AFDC payments. 
That is a condemning statement as to our program priorities 
and it clearly is not good economic policy. See Attachment 
E for tptal collections data. 



xttachment A 
IFamily of three in Arkan~as as of November 1993: 

Maximum monthly benefits for AFDC and food stamps: 
$499/$5,988/year I ' 
Approximately 50% gf poverty level income e.g. 
$,991/month or $11, i92/year . 

The Family support Act of 1988 will not save taxpayers any 
money. Nor will it move many single mothers off the welfare 
roles. Why? 

single mothers do not turn to welfare because they are 
pathologically depen4enton handouts or unusually . 
reluctant to work - they do so because they cannot get 
jobs that,pay better than welfare. The new law will not 
do much to change th~t fact. 

INCOME 

AFDC Benefits 
Food Stamps 
Earnings 
Earned Inc Tax Credit 

MTR NOT, MOTHER EMPLOYED 
EMPLOYED 1638 IIRS @ $S/HR 

$204 
295 (l) $212 

682.50 (8190/yr) 
119 

less SSA, st and Fed Taxes 
Gross Income After Taxes 

<52.21> 
$961~29 

(2)" 

less related expenses 
Trans (234 days @ .15/mi) 
Clothing (4) 
Medical Expenses (5) 

Net Income After Taxes 

(3) <88.70> 
<30> 
<50> 
792.59 

less paid child care 
Net Income after Child Care 

<266> 
526.59 

(6) 

Net Income After Taxes aJd $549* 651.59 
work related expenses if 

Father pays $125 in 

Child Support (7) 


*This individual can earn up to $234 per month of 
outside income 'without having her AFDC benefits 
reduced for a 4-monthperiod. After the four 
months she may earn up to $120/month without 
reduction. i ' 

(1) This assumes t~at tJe mother does not receive a shelter 
deduction. If she paid $175 in shelter and utilities, for 
example, then she would ~eceive a shelter deduction which 

'6 



would zero out her income and she would receive maximum PS 
I

benefits of $292 ,per month. 
i ' 

(2) This is a Social Sedurity deduction only, according to 
Payroll, with 3'dependents and the above wages, no State and 
p'ederal taxes would be w~thheld. \ 

I 

(3) Transportation of 15 cents per mile is used in this 
example since this is the reimbursement rate used by Project 
Success' and we used 2 0 m~les per day as an average n,umber of 
miles traveled - this is Ijust an estimate for a mileage 
expense of $58.50. We have also added in $20.17 for 
insurance and $2.03 for taxes per month. 

(4) A monthly clo~irig eJpense of $30 is being shown. This 
amount is just an estimate, we have nothing in'our programs 
which relates to this. This amount assumes the employed 
mother dresses casually (1$5.00 hr job probabiy calls for 
casual dress). ' , 

. ­

(5) If the children wer~ born after 9-30-83, theywouid' be 

eligible for Medicaid, llsingthe above income. So the 

medical expenses listed ~re for the mother only and the 

amount is only an estimate. 


Also, it should be noted Ithat if the working mother is a 

former AFDC recipient, whose case was closed due to 

earnings, then she isprdbablyeligible to receive up to 12­
months of Transitional M~dicaid for herself and the 

children. The 12 months I'starts counting from the first 

month of AFDC ineligibil~ty. 

, ' , f ' 
(6) This assumes one child is preschool age and one child 

is school age but under to. project Success would allow a 

maximum of $250 for the preschooler and $130 for the school 

age child, while school ~s in, session, as a maximum. The 


I ' average would be less, so we computed the average as 70% of 
the maximum (the 70% is dn estimate) . 

Also, it should be noted Ithat if the working mother is a 
former AFDC recipient, whose case was closed due to earned 
income, then she is probctbly eligible to rece'ive 
Transitional Child Care Cfor up to 12 months from the" date 
of ineligibility). Ther~ are also child care programs
available through DCFS (IV-A At Risk Child Care, Child Care 
and Development Block Gr,,;nt and Title XX Child Care)~ ,These 
programs may pay all or a portion of the" child care and 
generally on a sliding fee scale. 

I ' ' 
(7~, Only 18% of the Abs9nt Parents in the AFDC caseload pay 
Ch~ld Support: of those who pay, the average amount paid per 
month is $125. AFDC rec~pients generally receive up to $50 
per month of the Child Support collecte~. 



A,ttachment 13 

AFDC/UP Payment Levels, Food stalp Allotments, and Total AFDC/Food stamp as 
Percent of Poverty by Family Size 

Number of AFDC 
I 

Total Monthly AFDC/FS 
Persons in Payment As a Food stamp AFDC/FS Poverty Total as 

~ 
"QAFDC unit of Poverty Allotment Payment Level % of Poverty 

1 $ 81 (14%) 
I

$206* $ 287 $ 581 49% 

2 162 (21%) 
I

206 36B 786 46% 
I 

:3 204 (21%) . 295 499 991 50% 

4 247 (21%) 371 618. 1,196 52% 

5 286 (20%) 
I

424 710 1,401 51% 

6 331 (21%) 
I

493 824 1,606 51% 

7 373 (21%) 
I

5aO 903 l,B11 50% 

B 415 (21%) 
I

596 1,011 2,016 50% 

9 or 457 (21%) 6163** 1,120 2,221*** 50% 
more 

*Includes a 2 person household for Food stamp purposes since the AFDC 
child is living with an adultl relative. The remainder of the amounts in 
this column include only the IAFDC unit members 'in the Food Stamp budget. 

**The Food stamp allotment Willi increase for each additional member 
~bovc 9. For cxmople, on AFdc unit of 10 will receive $74B.00 in Food 
stump!'::. 

***For each additional member,' ad~ ~205. 



Range 

3 months or less 
4-6 months 
7-12 months 
13-24 months 
25-36 months 
37-40 months 
48-60 months 
Gl-120 months 
Over 120 months 

Total 

MODE = 2 months 

AraChment c 


OPEN AFDC CASES 

DISTRIml"TIQN OF LENGTH OF 

I

TIME ON AFDe 

Number of 

Records 


3,878 
3,396 
4,551 
4,006 
2,570 
1,464 

909 
2,252 
1,010 

24,916 

(most fr~quent age of case) 
MEDIAN = 14.0 months (midpoint of 

distribution of records by age) 

Percentage 

16% 
14% 
18% 
19% 
10% 

6% 
4% 
9% 
4% 
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Attachment D 

SINGLE MOTHERS TO 2010 


(numbers in thousands and percent of single-mother households, 

by age of householder, 1990-2010, and percent change 1990-2000 and 2000-2010 


1990 
number percent 

1995 
number 

2000 
number percent 

2005 
number 

2010 
number percent 

Percent 
Ch;:mge 
1990-2000 

Percent 
,Change 
2000-10 

otal 6,599 100.0% 7,233 7,473 100.0% 7,607 7,'779 100.0% 13.2% 4.1% 

oUDg~r 

than 25 786 11.9 831 931 .5 - 15-=-9-···-18-:-4--· 

5 to 34 2,625 39.8 2,721 2,605 34.9 2,637 2,834 36.4 -0.7 8.3 

5 to 44 2,341 35.5 ' 2,800 2,966 39.7 2,852 2,675 34.4 26.7. -9.8 

5 to 54 707 10.7 769 851 11. 4 891 379 11.3 20.4 3.3 

5 to 64 99 1.5 92 93 1. 2 ' 109 127 1.6 -6.0 36.6 

5 .to 74 31 0.5 13 17 0.2 17 20 0.3 -43.9 13.9 

5 and older 8 0.1 7 9 0.1 10 10 0.1 7.7 16.3 

~ote: Numbers may not add to total due to rounding.) 

)Urce: American Demographics l1agazine - December 1993, page 37 



FISCAL 
YEAR 

1989 

1990 

1991 

1992 

1993 

30-Nov-93ATT.l:.CHHENT E 

DHS FRAUD EXPENDITURES VS. COLLECTIONS 
TOTAL DOLLARS - FEDERAL AND STATE 

COLLECTIONS 
NON­

IEXPEND. FRAUD FRAUD TOTAL 

;i FboD:STAMP;
'" ...·:·.).v·>?/,,····· '.' ._"./.", .."..... . 

COLLECTIONSCOLLECTIONS 
NON­NON­

EXPEND. FRAUD FRAUD TOTALEXPEND. FRAUD FRAUD TOTAL 

1~;672~.J73_13Q.63~98_,_8J_O_LLl,2_6_9_,3_62_30_a.5_3_3_.3~Q,1~9~~a,662 LI 

338,966 83,232 167.182 250,414 I I 1,478,804 344.494 364,753 709,247 

570,898 71,290 180,567 251,857 I I 1,502,631 367,686 402,917 770,603 

672,638 81,103 288,659 369,762 I I 1,511,690 424,980 475,511 900,491 

618,709 68,237 333,860 402,097 I I 1,355,196 785,854 741,129 1,526,983 

NIA 


N/A 


N/A 

N/A 


N/A 


19,~ ZJ ,434 91 ,316 

28,153 188,691 216,844 

18,727 162,266 180,993 

23,494 179,315202,809 

23.951 178,079 202,030 

NOTES: The Food Stamp Tax Intercept Program began in 1993 and reflects the collection of backlogged cases. 
A portion of the Medicaid collections are a direct result of closing an AFDC fraud case. 

I-" 
I-" 



;:Arkansas DJpartment of Human Seryices 
J. " 
Office of the Director ' 

329 Donaghey Building II 

FROM: 

SUBJ: Reform 

P.O. Box 1437Jim Guy Tucker 
Governor Little 'Rock. Arkansas 722'03.:.1437 

I 

Telephone (501) 682-8650 

FAX (501) 682-6836 


MEMORANDUM 

DATE: January 5, 1994 

TO: ' , Jim Guy 'l1ucker 

As I advised you in my mJmo~andum of November 29, 1993, 
concerning welfare refor~, my staff and I have been working on a 
proposal to dramatically Ireform our current welfare system. 

Attached ,is a concept ouJline of a program which I believe 
addresses the identifiedlproblems of the current system in a bold 
and aggressive manner. More importantly, though, DEMS staff 
believe, and I agree, th~t the program is workable and, given
sUfficient resources, can be successful in moving families from 
welfare to employment and self-sufficiency. 

The main feature of the Jrogram is its transitional (i.e.
time-limited) nature. 'During a two year period of time, the 
parent is prepared to take responsibility for the family's future 
by engaging in intensive Iemployment activities with the goal of 
obtaining full-time emplQyment by no later than the end of the 
two year cash assistancelperiod. Failure to do so will result in 
the termination of cash assistance. For those who are employed,

'the transitional supportlservices of child care and Medicaid will 
be extended from one to three years. 

If you concur with the concepts attached, we then obtain federal 
approval of the program ~s well as state fundin9 for it. We are 
projecting an implementation date in selected p~lot counties of 
July 1, 1995. i " 
I am looking forward to ?iscussing the program with you. 

TD:KW:llg , 

Attachment 

Caring Peqple . .. Quality Services 
"The Arkansas Department of Human Services is \n compliance with Titles VI and VII of the Civil Rights Act and is operated, 
managed and delivers services without regard to age. religion, disability, political affillation, veteran status, sex, race, 

, ' eOlor or national origin," 
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DRAFT 

I. PROBLEMS WITH THE CURRENT WELFARE SYSTEM 

- , I 
A. Encourages dependency. 

1. Discourages work. 

In Arkansas, a family's AFDC grant is reduced almost 
dollar for dollar lof gross w~ges.. In ~a~y.c~ses, even 
low-wage work causes the fam11y's 1ne11g1b111ty for AFDC 
and consequently, lineligibility for other assistance 
(Medicaid, child care, supportive services). 

2. Discourages indivJdual responsibility. ' . 

As long as an iridJvidual receives AFDC,the current system
provides the family's basic needs through the AFDC cash 
grant, Food stamp~, Medicaid eligibility, and 
reimbursement for Iemployment or educational expenses. The 
focus is on moving the family totally off welfare without,
necessarily, transitioning the adult to assume more of the 
responsibility for the family's needs. Even in the 
transitional.prog*ams, e.g., Medicaid, full Medicaid 
benefits are provided during the transitional period.
Then they are totally cut off. Nothing is done during the 
transitional time/to prepare the adult to assume the full 
responsibility of meeting the family's medical needs. 

. , . 

3. Discourages the reuniting of families and marriage. 

Many two-parent fkmilies are in need but are. not eligible 
for AFDC due. to the Unemployed Parent rules. This 
discourages paren~s who have separated from reuniting
since it could mean the loss of all benefits for the 
children. Also, ~ue to federal income deeming rules, many
families in which, a stepparent is employed are ineligible 
even though, in A,rkansas, a stepparent has no legal
responsibility fo~ the support of stepchildren. The 
potential loss of' benefits discourages the marr~age. 

. • • i • . 

4. Encourages faml.ll.es to adapt to a dependent l1festyle. 

A recent study i~ Washington state revealed that, 'once on 
AFDC, many clients adapt their individual circumstances in 
order to continue to meet complicated eligibility rules. 
This has the effeict of changing the family's focus from 
moving towards se!lf-sufficiency and off the program to 
further dependendy to remain on the program. For 
example, a client disposes of a car which has an equity
value in excess df the resource limit in order to remain 
eligible. She ndw, though, has no means of transportation 
to look for work 'and is now more dependent on the system. 

B. An alternative lifeJtYle to some. . I 

The current system is viewed by some as a lifestyle choice 
rather than as temporary assistance to help the family 
overcome ~ ~risis s~tuation which is preventing it from being 
self~suff1c1ent. Although small, a certain percentage of all 
AFDC families have received long term assistance and in some 
families, the receipt of assistance is multi-generational. 
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II. MISSION 

To design a program whicH will help meet a family's immediate 
basic needs while addres~ing the problems which exist in the 
current welfare system. 

The design approach should be to make significant changes to the 
current system or even, ~deally, abandon the current system and 
start fresh. While abandoning the current system may not be . 
possible at this time, the goal is definitely not to make only
minor alterations to the Icurrent system which will have little if 
any impact on actually making families self-sufficient and 
eliminating their need f0r welfare. 

I 
The intent of the.newpr6gram will continue to be ,to provide
assistance to needy famiiies so that the children may remain in 
their own homes rather than be placed in foster care or other 
institutionalized settings. The focus of the new program, 
though, will change fromlmerely maintaining the family's basic 
needs indefinitely to meeting those.needs while transitioning the 
family to self-sufficiency within a set period of time. 
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III. CONCEPTUAL DESIGN OF PROGrRAM 

A. Main Components , 

1. 	 provide for family's basic needs in the simplest form' 
possible I 
> 	 Initial eligibi]ity based on current rules except one 

motor vehicle mqy be disregarded totally. 

> 	 Once initial el~gibility established, then continuing
income eligibil~ty based on Full Need standard by family
size and gross ~ncome used. No deductions. 

i 

> If income eligible, 3 payment levels ­
- 1 childlonly unit~· 
- units of 2 - 5 members 
- units of 6 or more 

i " ~,\ 
> ResOUr?e.d~termi~a~i?n.simplifie~ and limit increased I~~ K(

after 	J.nJ.tJ.al e+J.gJ.bJ.lJ.ty establJ.shed. / 'i.\ \.(,' 
- 1 car dtsregarded crega:r.d_l_~ss_of_v_alue_or_equitiJ I 
- Income producing real property disregarded' " 
- Homeste~d disregarded , ' 
- Resource limit for other countable resources 

increas~d to $5000 (initially $1000) 

r 

> 	 Basic eligibility requirements established at initial 
application (including deprivation of parental care or 
support) butth~n reestablished only when a change 
occurs such as Dob start, pay raise, etc. No six~month 
re-evaluations and no grant adjustments. If still 
eligible after change, grant continues at same level. 

> 	 If absent parent returns, eligibility reestablishedIi 

based on income and new family size but if still income 
eligible, no effect on case. If client marries 
stepparent, no effect on eligibility unless at client 
request. 
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2. Make work pay 

> 	 Compare gross earnings to the Full Standard of Need and 
then if eligible~ grant stays the same as it was. No 
reduction in amount. 

> will allow clienl to earn more and retain eligibility. 
I 

> 	 will allow client to make up past bills if any or get a 
little ahead ~o ~hat when AFDC is over, family is ln 
better financial shape to deal with the loss of that 
income. 

> 	 If ineligible on earnings, grant is terminated but 
medical benefitsj, child care, and some other supportive
services .continu~d for up to additional 3 years with 
client assuming more of the responsibility for these 
needs thrOughoutl the 3 year period. For example,
throughout the P1eriod at set intervals, the client f s 
share of her child care cost would increase so that by
the end of the PI~riod, the client is already nearly
paying all of the cost herself. 

3. Fraud oeterminati+. 

The program is designed to support those that wish to 
become independent of the welfare system. The program
will offer substarttial help and asslstance to those who 
are motivated to ge-t a' job and improve the future for 
themselves and their children. For those that wish to 
"takeadvantage" df the system, the penalties will be 
harsher than they [have been in the past. A fraud 
determination can be made in one of two ways: 

i 

- by a court of law 
- by an administrative hearing 

If a recipient is Idetermined to have committed fraud, the 
penalties will be as follows: 

! 

> 	 first offense barred from program until money repaid
(interest charged at market rate) 

> second offense -	 barred from the program permanently. 
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. . 	 I f d .4. Trans1t10nal program rom ay one 

All assistance protided under the program, including the 
cash grant, will b~ considered transitional benefits with 
set maximum time p~riods a family may receive each one. 

I 
a. 	Transition 1 -Cash, medical, & employment related 

services (TWO yaars) . .
I 	 . 

> 	 These benefitk will be provided for a maximum of two 
years. I 

> 	 This .p~riod wlill begin ~ith the month the family is 
cert1f1ed for grant ass1stance, or the month the 

family's emPlloyability assessment is made, Whichever 
is 	later. ., . 

> 	 For those who do not become employed or otherwise 
self-sufficiqnt by the end of this period,
eligibility nor other assistance programs, e.g. Food 
stamps, other categories of Medicaid, etc., will not 
be affected .. However, the family will not be 
eligible for continued cash assistance. 

b. 	Transition 2 - Medical, child care & some employment
related services (Three years) 

> 	 For those wh6 become employed during the first two 
years of theltransitional program, medical and child 
care benefits will be extended for up to three.years

:-w,i.t.h_tJJe__amo\.1n.t_.of._assist_a}}.ce-proyided_.decr.eased_cL'!.!!.-r
those..-Y..ea.t::s...... 	 ....,.--'.' ... I 	 :" 

> 	 Qth~mpl.9Y11ten:Lr.eJ..p._t_ecl_s_upp.or_tJxe,_!?e_:r;:..vice..s will be 
extended fori at least one year. 

S. Extended Medicaid' 

Extcndcd Medicaidl will be available to those who become 
employed during the two year transitional period and who 

I 
> 	 remain employed at the end of the two year period, or 

> 	 become ineligiJle for cash assistance before the end of 
the two year period due to income in excess of the 100% 
need standard. I 

The major tenants 
, 

of this aspect of the program are 
enumerated below~ 

> Year 1 -BasiC/Medicaid services (plan that would 
compare to those offered by most employers).
Limited copay but no premium. . 

> 	 Year 2 - BasiclMedicaid services, copay, plus premium. 
> Year 3 - BasiclMedicaid services, increased copay, plus

increased premium (plan would compare in all 
respects to plan an employer might offer.) 
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This program will permit the extended Medicaid b~nefits to 
act as an incenti~l~ for participants as well as an 
incentive for employers to hire program participants . 

. It also will mimid "real life" in that the range of 
services will be 8asic in nature (to primarily guard 
against significa~t medical expenses) and a cop~y will be 
required to help ~rotect against abuse of the services 
available under the extended program. Also, the cost of 
the program to th~ participant will increase over time to 
a point where theiemployer's plan may be competitive with 
our program enticing some to migrate to the employer's 
plan. I 

The plan is also ~imple in that it will not require much 
maintenance from the standpoint of county offices nor will 
it present new difficulties for employers. 

I 
6. Increased emphasi? on child support enforcement 

I 
In coordination w~th the Department of Finance & . 
Administration, child support Enforcement Unit, child 
support enforcement activities will be strengthened under 
the new program. I Focus will be placed on'­

> 	 Paternity estab~ishments, particularly at birth. 

> 	 Soliciting bettbr cooperation from clients in 
enforcement act~vities, perhaps using positive 
reinforcements for cooperation and goal attainment.I

I' 	 . 
> 	 Increasing collections from absent parents. 
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7. 	 Intensive emPIOyme,activitieslnt during transitional grant
period 

IThe 	employment aSRect of the program will be ,the primary' 
aspect of the welfare reform initiat~ve. It is imperat1ve
that resources anq effort be channeled to employment
related activities since the'AFDC recipient will have only 
two,years to findla way to permanently support his/her 
fam1ly. " 	 . 

The primary Philo~oPhY that was used to': construct this 
aspect of the pro~ram and that will serve as a gUiding
principle for subsequent program decisions is "the . 
recipient must take personal responsibility for his/her
future and the fut.ure of his/her children." It is . 
believed that recipients must take responsibility for 
their actions andl in ~rder to take advantage of the range
of services and benefits offered under this aspect of the 
new program, theYlmust overtly volunteer for the program.
There will be both long-term and short-term incentives to 
do so and both short-term and long-term disincentives for 
not doing so. 

Since the emplOym~nt dimension'of the program is very
critical, more detail is provided for this piece. Several 
points are enumerated below: 

. 	 I . 
Employment Related Services. Delivery of employment
related services will be the focus during the two-year 
transitional grant period. Component activities that will 
best prepare the recipient for unsubsidizedjob placement 
will b~ utilize<;l.I. ~mphasis will b~ shifted c:way from pure
educat10nal act1v!1t1es and toward Job club, Job search, 
work experience, OJT, and skills training. Education will 
be utilized when Iliteracy services and a GED can 
demonstrably assist the individual to obtain employment.
Post secondary education (e.g., college) will not be a' 
permitted program activity although recipients may pursue
such a goal concurrent with (but not in lieu of) program 
activities. I '.' 
Case Management. With less emphasis on reestablishing the 
family's continued eligibility throughout the two-year.
period, the respdnsibilities of caseworkers currently
allocated to the IAFDC eligibility process will be shifted 
to include case management activ1ties. Instead of 
subsequent reevaluations of eligibility, counselin9 
sessions will oc6ur focused on progress the partic1pant is 
making toward planned milestones and employment. 

Positive and Negative Reinforcement. Positive and 
negative reinfor~ement will be utilized to encourage 
program participation and attainment.of goals in the 
following ways: ! 	 . . 

> 	The current prlject SUCCESS reimbursement system that 
~ncour~ges lon~-term payments will be replaced by an 
1ncent1ve-based system. . 

I 
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> 	 Payments ~ill bel made as incentive~for participation·
provided the client meets defined milestones. The. 
payments may be used by participants to arrange. . 
transportation and other supportive services. No other 
direct reimbursements for program related expenditures 
(other than day bare) will be made. The participant 
will be expected! to manage the. incentive money in a 
manner to ensure,· s/he is able to participate in.the 
program and find employment.

I. .. 

> Incentive paymen'ts will be reduced if performance is 
marginal and the:y will be· discontinued if. no progr~ss at 
all is made. Incentive payments can be re~nstated ~f and 
when thepartic~pant meets the level of progress 

stipulated by tne milestone. 


> 	 The cash.assistJnce payment will be reduced at one year
if the participant has made no effort to participate.
Benefits will be discontinued at 18 months if there has 
been no evidencd of participation plus the recipient 
will loose entitlement to transitional benefits. 

. 	 i 

> 	 One-time bonus payments will also be made to clients who 
accept full-tim~ non-subsidized· employment. Larger
bonuses may. be offered to those who find employment
quickly. i 

streamlined progrlm. The project SUCCESS program will be 
streamlined eliminating onerous federal requirements such 
as 1) the 20 hour! rule, 2) focus on participation, 3) 
mandatory components, 4) predefined target groups, and 5) 
cumbersome and low value .federal reporting.

I 

. I'


Instead, the program willI) focus on outcomes (employment
rather than participation), 2) empower local staff by 
providing substantial flexibility and autonomy in 
designing process~s they may us~ to move customers from 
welfare to employment, 3) provide some services through 
local contracts, \:ind 4) measure program, .county, and staff 
performance as a ~unction of program outcome goals. 

Funding Mechanisms. In order to achieve the desir~d'level 
of effort and to ~irect SUfficient resources to the short 
term AFDC popula~ion, the funding mechanisms will be 
modified in the following ways: 

> 	Use federal AFdc administrative and program dollars to 

help fund additional Project SUCCESS efforts. 


I 

>. 	 Since the focud of the AFDC workers' job role will be 

diversified (p~imarily doing PS case management), AFDC 

administrative :monies will be used to support case 

management activities. 


> 	 Consolidate thJ State AFDC and Project SUCCESS 
appropriations ito enable complete flexibility of use of 
program funds toward employment goals for the AFDC 
population. AS funds are saved in AFDC expenditures
(grants), more I funds will be .utilized to move greater 
numbers. of recipients from dependency to employment. 
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Voluntary Program., The program will focus most resources 
and assistance on those that want help and assistance 
transitioning off welfare. Effort, however, will be 
directed at those who do not volunteer for the program, 
although the intensity and scope of these activities will 
be more limited. IA brief description of activities to be 
applied to both of these groups is outlined below: 

I 

> Non-participant~ - A major portion of the initial 
eligibility int~rview will focus on explaining the 
nature of the time limited program, the services and 
incentives thatlcan be offered, etc. Motivational 
group activitie$ will be conducted to encou~age program 
participation. I . . 

This process will be repeated at minimum every six 
months for those that have not "volunteered" for program 
participation. I These clients will be counseled and 
every opportunity will be given for them to ask 
questions and vblunteer for the program. If they do not 
volunteer, howev' er, they will receive no program 
services. The lidea is that we will spend most of our 
time and money bn those who are both willing and 
motivated to take advantage of available program 
services. If a/ recipient has not volunteered and 
achieved at least one milestone by the end of the first 
year, then the lassistance grant will be reduced. At the 
end of 18 .months if the recipient has still not 
volunteered and/or achieved at least one milestone, 
benefits will be terminated and no transitional benefits 
will be provided.

I 
> 	volunteers - Program participants - The full range of 


services will ~e offered this group, including the 

financial incentives and employment bonus referenced 

above. ! 


I . 
Teen Parents. All teen parents who do not already have a 
high school diploma or equivalency, including those under 
age 16, will be &xpected to en9age in educational 
activities. Nec&ssary support1ve services will be 
provided to help ensure the teen's success in those 
activities. 

Incentive for Excepti6nal Staff Performance~ An annual 

financ~al bonus ~ill be provided to staff who achieve an 

except10nal levell of performance for the year (e.g.,


Iexceeds the annual employment outcome goal by 50%) 
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. . . I . 
s. Families Exempted From the Two-Year Transitional Period 

Ther.e will be a pottion of the caseload for whom 
transition off welfare and into employment may not be 
possible. These families' can be categorized into two 
groups. 

• I 
a. D1sabled .~arenls 

The, only paren~ in a single parent family or, in 
two-parent families, both parents or the former wage
earning parent', is physically or mentally unable to 
work. 

b. Child only Cases with Non-parent Adult Relatives 

The adult caretaker relative of the child(ren)
receiving ass~stance is not the child's parent but is 
a non-legally !liable relative (e.g. grandparent, aunt, 
uncle) who has taken the child into his/her horne to 
raise in the absence of the parent·(s). In some 
situations, t~e child has been placed in this 
relative's ho~e by DCFS as an alternative to foster 
care. placement. 

i 

Since only th~ child or children are receiving
assistance in/these cases, there will be no adult to 

. work with to transition off welfare and into work. 

The above two groups ~ill be exempted from the two-year limit 
on receiving cash assistance and from the penalty for failure 
to participate in empfoyment related activities. These are 
the only two groups who will be exempted. 

for purposes of deterLining a disabled parent, Social security
criteria will be used/ (i. e. must be disabled for at least 12 
months) rather than cprrent AFDC criteria (disability expected 
to last 30 days). I 

A disabled parent mayj voluntarily participate in employment
activities (e.g. Rehab services) but will not be required to. 
Also, a teenage child in a child only case may volunteer for 
employment activities. In either case, though, the two-year
limit will still not apply. 
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9. Two-Year Transitional Period Extensions 
I • 

The two-year cash assistance period maybe extended on a 
case-by-case basis when the state is unable to provide a 
necessary employm~nt service, e.g. child care, and the 
lack 	of that service precludes the individual from any 
type 	of active participation. 

In this instance, ithe two-year.period will be extended by 
one m6nth for eac~month in which the individual could not 
participate for at least two full weeks. 

. I L'" t F t10. 	 Eff ect 0 f t he TranS1i. t 10na T1me. 1m1 s on u ure 
Eligibility I 

Cash 	Assistance/E~Plovment Activities. Each eligible 
family will be entitled to receive cash assistance with 
intensive employment activities for.a .total of two years 
( 24 months). 'I . 
This two-year transitional period may be 24 consecutive 
months or may be broken by periods of non-receipt. The 
total number of m9nths a family may receive cash 
assistance, though, will not exdeed 24 unless the family 
has not received cash assistance for a period of at least 
four consecutive years. The family may, however, return 
to the program after four years only if no family member 
has quit a job.. In addition, the range and time period of 
benefits availablb to the family will be reduced. 

I 

Medical Benefits ~nd child Care Assistance. Each family 
who ceases to receive cash assistance due to employment 
reasons will be entitled to receive extended Medicaid and 
child care assistance for a total of three years (36 
months). I 
This period may r~n a continuous 36 months or may be 
interrupted by a ~eturn to cash assistance. If a fa~ily 
does return to ca~h assistance before the end of the 
three-year extended benefit period, then the f~mily will 
be entitled to the remainder of the 36 months when the new 
cash assistance P11eriod ends provided the adult is employed 
at that time. 

If a family retu~ns to cash assistance following a period 
of non-receipt wHich lasted at least four years, then a 
new period of extended benefits will be provided. 
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D. 	 Potential Program Impact on Economic Development 

As AFDC savings are rJalized in future years, consideration 
sho~ld be given to ad~ing program dimensions that will better 

" 	assist with moving ev~n more recipients into employment. It 
is anticipated that sdme problems will be encountered in ' 
eastern and south-eas~ern Arkansas due to lack of available 
jobs. ~he ultimate sudcess or failure of the pr6gram will be 
measured against how wllell we moved recipients into employment. 
Hopefully, the jury will stay ou~ on this question long enough 
for us to put the ful~ progra~in motion and to gain insights 
from a strict evaluat~on of the pilot. Even if the pilot is 
successful, large questions will still loom regarding the 
effectiveness of such Ian approach in counties with very high 
unemployment rates (some of these counties are also counties 
with high concentratidns of AFDC families). 

Consideration could bJ given to plowing short term program 
savings into additional efforts that will ensure long term 
program viability. ,Irt particular, consideration could be 
given to special OJT arrangements with employers in some parts 
6fthe sta~es (where Je would use AFDC funds to pay a 
significant portion ofl salaries of recipients for a ,period of 
time). More generous larrangements could be set up for new 
businesses or additional hires for existing 'companies. Tax 
incentives, etc., couid be utilized as well as a comprehensive 
economic development ~ffort in some of these counties. It is 
important to consider Ian extension of the welfare reform 
effort to include factors such as job creation and additional 
incentives to hire recipients. 

Our success in the eyls of the public, the le~islature, ~nd 
congress will depend bn our ability to take this effort beyond 
the welfare context"tto include the economic development 
context. , We must ensure, when the recipient walks through the 
vestibule that formstthe demarcation between welfare and 
self-sufficiency,' that there is a job waiting on them. 

c. 	Issues to be Resolved 

1. 	Selection of Pilot counties 


> How many 


> Which ones 


2. 	Determining Program Costs 

> Establishing the three payment level amounts. 

> Establishing the recipient incentive and bonus payment 
amounts. 

> Establishing the formula for the staff incentive payment. 

> Determining total program and administrative costs. 
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IV. RISKS 


The new program as designed is significantly different from our 
current welfare system. ~he two main differences are ­

1. 	Eligibility for paymen~ and the amount of payment are not used 
as deterrents to work but are viewed as a means of support and 
encouragement to the recipient to achieve full 
self-su~fiCienCy. . I 	 . . 

2. 	 The per~od for wh~ch payment may be made to a fam~ly ~s 
limited rather than opbn-ended and is not dependent on whether 
the family has made prbgress in becoming self-sufficient. 

As with any type of changb, there are risks. with major changes
such as these, the risks klso have the potential to be major.

I 	 . 
» 	 Increased costs. 

The cost of providing ~ssistance and services to the families 
under the new program will most likely exceed the cost of 
providing those benefi~s to families under the current system.
However, since assistance will be time limited under the new 
program, we expect to Fealize net savings per family in ~he 
long run. I \ . 

Initially, though, we should be prepared for the program to be 
more expensive than th~ current one. 

» 	 Families who are not s~lf-sufficient at the end of the 
transitional giant period. 

Ideally, every family lin the new program,will have an employed
adult member by the en~ of the two year transitional grant ' 
period. RealisticallYI, though, we know there will be some who 
will not and who.will have no other source of income to pay 
rent, utilities, etc. I How large that number is will be 
dependent on several ~actors including the state of the 
economy and the type of job opportunities available in the 
community. 

The primary factor, though, to success or failure will be the 
program's ability to ~orkeffectively. with and motivate each 
recipient family. If Isufficient resources (e.g. staff, 
financial, etc.) are not committed to the program, we should 
be 	prepared for the f~ilure rate to be unacceptably high. 

A family's failur~ to lachieve self-sufficiency due to 
ina~eguate p~ogram resources will be program failures, not 
rec~p~ent fa~lures. The result of a program failure, though,
will be the same as a recipient failure. . . 

That is, the family wJll have no means of financial support
which could result in an 	increase in homeless families and/or
increased foster care placements. 
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V. REWARDS 


Although the risks associated with the changes proposed in the 
new program are significant, so will be the rewards of a 
successful program. Thejchanges proposed in this program were 
not designed simply for the sake of change. They are based on a 
real expectation that both recipient families and the taxpaying
public will benefit by them in several ways. 

> Recipients / 

More families will becbme employed families under the new 

program and will leave welfare for employment. reasons. 


Employed families will become stable in that situation before 
benefits are totally terminated, resulting in less likelihood 
that the family will b~come in need of assistance sometime in 
the fu~ure.. I. .... .. 
The ch~ldren ~n these ,fam~l~es w~ll ult~mately be ra~sed ~n a 
family with at least o~e working adult, thereby establishing a 
work ethic in the children rather than a "welfare ethic" and 
reducing the likel'ihodd that they will become adult welfare 
recipients. 

>, The public 

Tax dollars will be saved in the long run. Although initially
the new program may be more expensive than the current one, it 
will eventually save tax dollars by reducing the amount of 
time a family receives benefits. 

Savings will qlso be ·JventuallY realized in many other tax 
supported programs as /recipients who are successful in the new 
program increase thei~ earning potential over a period of 
years and thus reduceitheir need for other forms of assistance 
such as Food Stamps, housing assistance, health related 
programs, etc. I . 

Tux revenues will incFease from the taxes which will be paid
by the families who become employed through the program.
These will be not onl¥ income taxes but also sales and 
property taxes result~ng from the increased spending power of 
the. program families. .1 

The public's perception of welfare and welfare recipients will 
become more positive ~s the program becomes more of an 
employment program ancl less a traditional welfare program. 
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VI. PROGRAM SCOPE 

For the reasons listed below, it is recommended that we pilot the 
program in several selected counties before attempting statewide 
implementation of it. Thk pilot should run. for five years to 
adequately assess the effkctiveness of the two-year transitional 
grant period and the addi~ional three-year transitional period in 
eliminating a family's ne~d for future assistance. 

> 	Facilita~e the requiredl control group aspects of the progr·am. 

Implementation of the p,rogram will require federal approval of 
it as a Section 1115 demonstration project. As such, a control 
group to whom all currebt policies apply will be required. 

> 	 Lessen the state t s fina:ncial liability for the program. 

As a section 1115 projJct, we must guarantee cost-neutrality to 
the federal government ~over the life of the project, i.g. 
federal spending acros~ pro~rams (AFDC, Food Stamps, Medicaid, 
etc.) cannot exceed what would have been spent under current 
policies. The state must assume all excessive costs. A 
limited program will l~ssen the state's financial liability in 
this regard in the event overall savings per family do not 
equal or exceed the incireased costs.. . 

> 	 conce~ns of potential Jor success in counties with high 
unemployment rates. 

Much of the success of Ithe program will be dependent on the 
available job opportunities within the area in which the family 
lives~ We may be successful in preparing a client for 
employment and she may 'be very motivated to go to work at the 
end of the two year transitional grant period. No amount of 
job preparation or motivation, though, will place that client 
in a job which does not exist. 

Therefore, it is recom~ended that we test the concepts of this 
program in counties which do not have a depressed job market 
and already high unemployment rates. We think less dependency 
on the area's job market will provide a better test of the 
program's concepts. i. . . . 

> Magnitude of the c~anges warrant testing on a limited basis. 
i 	 . 

Although the rewards of success will be 9reat, the risks of 
failure will be devastating to the indiv~dual families, 
particularly the child~en. We do not mean to minimize the 
impact on even one child in a pilot county who may become 
homeless or enter the .foster care system as the result of the 
program. However, we believe to place the entire .state' s AFDC 
population at risk befpre testing these concepts would be a 
grave mistake, both etpically and politically. 
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VII. AUTHORITY FOR PROGRAM 
I

. A. section 1115 Demonstra~ion project 

The general frame~ork hf thi~ program is indirect c6nflict 
with many of theAFDC hnd JOBS requirements specified in 
federal law (Titles IV~A & IV-F of the Social security Act)
and federal regulations. Therefore, to continue federal 
funding at the AFDC antl JOBS rates, federal approval of the 
program will be requiried. 

The only authority fo~ federal app~ovalis under section 1115 
of the social Security Act which allows the Secretary of DHHS. 
to waive sactions of ~he Act or regulations to permit a State 
to operate a demonstrat~on project.· . 

Two require~ents of a !section ~115 project are ~ 
> Experimental 'design land evaluation. 

> Cost-neutrality to ihe federal government .. 
. . I ' 

D. Arkansas State Legis1Ttive Involvement 

Legislative support for our reform concept will be cr;itical
for success. . I ... . .. 

The Division's bienni~l budget will contain an outline of the 
proposed reformmeasu~es. It is anticipated that additional 
funding will be required during the first several years of 
implementation. Later, grant savings will be realized from 
the time limited feature which can be utilized to offset 
increased costs for supportive services. Sufficient resources 
will have to be available to ensure al~ program participants
have the necessary support during the initial two year period 
to permit them to lea~e the welfare system· permanently. 

It is <.\lso anticipate1d that appropriations 897/76 (AFDC) and 
898/93 (Project SUCC~SS) will need to be consolidated to 

. permit shift of resources during the bi,ennium from the AFDC 
"grant" program to the Project SUCCESS "employment" program. 

I 

I 

I 
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VIII. DEVELOPMENT OF FORMAL PROJECT PROPOSAL 
I 

As.a section 1115 project, the program must,be submitted to the 
federal Department of He~lth and Human Serv~ces for approval in 
a specific. format, including detailed information about the 
program as speqified by 6HHS .. 

i 

The following outlines the milestones which must be reached in 
the development of the f9rmal project proposal and target dates 
for reaching each one. These dates are based on a proposed 
program implementation date of July 1, 1995. 

IA. Decision Made to Pursue the New. Program 	 (1/15/94) 

> 	 As designed. I 

> 	 with alteratiorts~ 

D. Pilot Counties Chosen 	 (2/15/94) 

C. Program concepts Expanded to Program Details (3/1/94) 
i 

> 	 Policies and some procedures. 

> 	staff needs and otJer necessary resources. 

D. Determination of cosJs and savings 	 (3/1/94) 

E. Research I 	 (5/15/94) 

> 	 Identification of ill sections of· law and regulations 
requir ing waivers. I 

> 	 other data and information for Narrative and Budget
sections of Project Proposal.

I . 
F. Formal Project Proposal Drafted For Comment (5/15/94) 

. I 
G. Final pr?ject propos~l Approved at State Level 

and SubmJ.tted to theiDepartment of Health and Human 
Services . I . (6/30/94) 

H. Program Implementatimn 	 (7/1/95) 
I 
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fOR,"WELFARE REFORM PROPOSAL 
.\ 

ADDEND'OH A 

Problem: How to make the program work in economically depressed 
counties. . I.. . ' 
Some counties have historically had high unemployment rates, attract 
few, if any, new industries, and seldom see existing industries expand.
In these counties, preparing and motivating participants for employment
is not the total answer. Obv1ously, the causes of high unemployment,
low wages, etc. cannot be soaved quickly, indeed, some causes for 
depressed economic conditions Ihave roots that run very deep and, 
permeate the very economic and political fabric in some parts of the 
state. It may be possible tolcap receipt of welfare benefits in such 
counties, but such will not affect the numbers of recipients that flow 
onto the program every year s1nce the economic condition in these 
counties propel many to apply!for·benefits. There is also some risk 
that strict application of the two year ca~ in such counties could ' 
shift the burden of support for AFDC famil1es to the local community,
churches, etc. In order to garner support for the ~roposal we must 
demonstrate to our client population, local politic1ans, community
leaders, advocates, the state!legislature, and the federal government
that our total approach is feasible, doable, and potentially effective. 
We must ensure that our welfare reform program generally improves the 
lives of those who currently, lor who may in the future, receive 
welfare, otherwise, th~ program will not succeed. 

! 

In order to address these issues, both short and long range
objectives must be defined to Isolve the dilemma created by the 
two year time limit and limited availability of jobs in some counties. 
The proposal will'require all.individuals, non-exempt from the two year'
time limit, to leave the program at the end of two ~ears without regard 
to local factors such as unemployment rate, job ava1lability and 
access, wage rates, etc. Since AFDC benefits will be discontinued at 
the end of two years, we must Iensure that this two year investment in 
training, incentives, etc. will return dividends through jobs for . 
recipients •. This problem will be attacked from two different 
directions - 1) 'provide program participants access to jobs elsewhere 
in the state (short term), and, 2) foster economic development in 
economically depressed counties (long term). ' 

Relo~ation Assistance 

In areas of limited ~ob opportunities, assistance to enable a client to 
relocate his/her fam1lr to ani area of better job opportunities will be 
available within certa1n restrictions. 

The goal 'of relocation assistrnce will· be to enable families to move to 
another part of the state to 0btain employment. However, since there 
are many ramifications to rel0cating a family (cost being a primary
one), relocation assistance will be limited to those who exhibit a high
likelihood for success in obtaining employment and in establishing
family stability in the new area. 

Relocation assistance will in~lude: 
. I ' 

> Cash payments, up to established maximums, to enable a recipient to 
, visit' a potential relocatio, area for the purpose of looking for a 
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job and/or arranging housing for the family. 

> Cash and/or vendor payments I to move the family and its' pe·r-;~n~i· -•................ 
belongings (furniture, etc.~ to the new area. 

> 	Cash and/or vendor payments I to establish the family in housing in the 
new area (rental deposits, utility deposits, etc.). 

I 
>'Supporti~e services to help establish family stability in the new 

area (counseling, help in enrolling children in school, if needed, 
etc. ) . 

I ' 

Relocation assistance for a' fhmily will require approval at a higher
level. The Case Manager willi recommend a family for relocation 
assistance on a case-by-case basis, taking into account factors such as 
the following: 

> The education and skills of the adult in relation to the available 
job opportunities in the new area. 

! 

> The adult's motivational le~el and attitude towards relocation. 

> 	Available transportation tOil' ensure the client can get around the new 
area to find employment and keep a ~ob, once found. (This could be 
either the client's own trapsportat~on or the availability of public
transportation'in the potenfial relocation area.) 

> 	Social factors which could affect the family's desire to remain in 
the new area, such as strong family ties in the original area, 
involvement of the children in school or other social activities in 
the original area, etc. 

Relocation assistance will be available at any time during ~he two-year
cash assistance period but should preferablr be provided and the' family
relocated by month 18. This Ishould allow t~me for the family to become 
established in the new area by the time cash assistance is terminated 
at the end of 24 months. I ' 

Economic Development 

To furthe~ encourage ~conomicl development in parts of the state that 
will be impacted most by welfare reform will require good ideas, 
support of the legislature, cboperation of other state agencies, and 
money. There are a number ofl things that can be done to e,ntice new 
businesses to come to Arkansas, to encourage expansion of existing
businesses, and to create ne~1 businesses/industries. Much is already
being done ,to attract new bus,inesses to Arkansas. Additional financial 
incentives could be made available for businesses that locate in high
unemployment counties or that expand the number of jobs available. 
Examples of such incentives are: 

> 	Additional corporate tax brieaks for companies that locate or expand
in such counties and that hlire some percent of their new or expanded
labor force from current or former AFDC recipients. 

> 	Discounts for energy or other cost intensive commodity subject to 
state regulation, again fori, companies / businesses that hire current or 
former recipients. 
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> 	Training of new employees, or employees making up a~wo-rKforce~,:,--::~-~~.~··--·:'.r' 
expansion, could be offered through our vo-techs or community 
colleges. I 

> 	 Federal Targeted Jobs Tax Credits (TJTC) would be emphasized, in 
addition, development and implementation of a "state" TJTC program 
could further encourage hiring. 

I 
> 	On-the-Job Training (OJT) , where we pay part of salary for a period

of time, could be provided a~ an employee specific financial 
incentive above and beyond other incentives offered. 

It will, however, take more th~n these incentives to solve the problem.
We can entice businesses to lo~ate or expand in these sections of the 
state, but in addition, it wil~ be essential to foster creation of new 
businesses and jobs. To address this need a significant effort must be 
undertaken to develop entrepreneur efforts in these parts of the state. 
Such efforts will include: ,.' I . 

> 	 Expand availability of such programs as the Good Faith Fund, the 
Human Development corporation Entrepreneauship program, etc., which 
are already engaged in entrepreneur development in the delta area and 
are specif1cally working with AFDC recipients. ' 

> 	 Expand or create additional hew business incubator projects that 
could support AFDC recipients who have or are developing a business 
plan~ . 

> 	Make grants and low interest loans available to those participants in 
approved entrepreneurship programs, especially those that have the 

potential to create additional jobs. 


I 	 . 

> 	 Establish and maintain a viable monitoring capability that will link 
those that are starting, or ¥ho wish to start, a new business with 
someone in the community that has a successful business. 

It will be critical that sever~l state and federal agencies be 
involved, indeed, perhaps takel the lead in efforts to encourage
and support the efforts described above. For the relocation 
effort, it will be critical that the Emplo~ent securit~ Division 
be directly involved in helping to find a Job for recip1ents that 
choose to move. HUD will also I need to be involved in this effort. It 
will be essential that the job seeker, e'9" in Chicot county, have 
access to job openings and available hous1ng for other ~arts of the 
state. ESD has a state wide jbb bank and such informat10n could be 
invaluable to those seeking employment in other parts of the state. 
Also, AIDC will need to vigorously assist with efforts to expand the 
jobs base in some of the econo~ically depressed counties selected for 
the project. Also, some legislation may be needed to further expand
incentives, tax credits, etc •. 

Funds needed for these efforts could come from AFDC savings.
AFDC grant savings will begin to accrue in the third year after 
implementation. The savings (tederal and state) can be used to 
fund employment incentives, OJT, expansion of entrepreneurship 
programs, and other employment I related participant expenditures.
The general revenue portion of the savings can be used to fund tax 
breaks and rebates, TJTC, energy discounts and rebates, etc. Since 
savings will not begin to accrue until the third year, some way will 
have to be devised to invest in some of the above efforts in the second 
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year. This will ensure the current caseload will have support from 
these initiatives during their two year period. 

, . 
The above constitutes our preliminary thinking regarding how to solve 
this problem. 
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