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Arkansas Department of Human Servnces
" Office of the Director

S 329 Donaghey Building
Jim Gu\) Tucker P.O. Box 1437
Governor Little Rock, Arkansas 72203=1437
Telephone (501) 682-8650 -
FAX (501) 682-6836

MEMORANDUM -

DATE: November 29, 1993

TO: Gove .Jim~Guy‘Tucker»'
FROM: : |
SUBJECT: W {prRr REFORM

Division of Economic and Medical Services staff, Marcie
Gibson and I are currently working 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 as bold as possible in this process.
Anything less will result in nothing more than minor
tinkering and hence no real change.

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

and your ultimate dcc1smon
TD/pb
Attachment » ~ o , T

.cc: Kenny Whitlock
Marcie Gibson

Caring People. . . Qiza]z’ty Services

“The Arkansas Department of Human Services is in compliance with Titles V! and VI of the Civil I Rights Act and is operated,
managed and delivers services without reqard to ane, roligion, d»s’tb«mv polmml affiliation, veteran statns, sev racn



Welfare Reform

[BackgroUnd Paper re: Current Problems]

The general public largely holdq negative views about
welfare. People believe that while the goals of welfare
were once noble, the implementation has been flawed. It
appears designed to encourage: dependency. Current rules sap

individual spirit and, in fact, discourage rather than
-foster work: : K ,

Example: a welfare mother with' two chlldren works part~
time and earns $200 per month. This amount is
reported. How is the rgcmplent’s welfare payment

effected?
Client receives $204/month AFDC
: $295/month TFood Stamps
$499 AFDC/Tood Stamps
Income earned $200/month

-30 An allowance allowed by AFDC
_ . free from any reduction '
L$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

(for every $32 earned, $6-8 1¢ reduced from
food stamps)

ola AFDC/FS~Pnymont $499
New AT'DC/TS Payment 342
$157

Therefore of the $200 earned the cllent Wlll "realize"
$43 ° ($200 - 157)

[For a more 1ndepth analysis of the impact of work on
welfare recipients, see Attachment A]

Welfare payments (while steady) offer only a bleak standard
of living (see Attachment B). In Arkansas AFDC payments
represent only twenty-one (21%) percent of the national
poverty level designation. When food stamp values are added
that percentage becomes flfty percent of poverty levels.

On the one hand, the welfare “safety net" appears to offer
little quallty of life to recipients. The reverse view,
however, is that while welfare doesn’t necessarily promote



s

usage, it clearly seems over past years to have sustained an
"underclass" of poor Arkansans. Attachment C shows the
number of active welfare caseloads in Arkansas. Notice that
the number of active caseloads is highest under 24 months
and decreases as five to ten year periods. are approached.
This information is misleading, however, since "active

- cases" cannot be equated with welfare recipients. If a

" single mother is on welfare for a period of time and goes
off welfare because of a change of status (e.g. temporary
employment) ‘only to later return to the welfare rolls, she
will be counted as a new active case. In reality, however,
cshe is a longer standing welfare recipient when the total
number of months on assistance are counted. Since three
years is the longest period of time in which records are
kept after a case becomes inactive, we don‘’t have actual

data of the true periods of time people have been on
welfare.

Nothing better demonstrates welfare’s failures than the fact
that this program originally designed to be transitional
help now crosses generations. Dependency, rather than self-
sufficiency, is being sustained nationally and in Arkansas.

The only thing that is truly positive for the poor on
assistance is the health coverage through Medicaid.
Ironically, it is this program that may break the system
through its often uncontrolled and increasing costs. In SFY
1994 Medicaid alone will exceed $277 million in GRE; 12+% of
the State budget: over 60% of the DHS budget.

% * *

While it is easy to say that moves must be made toward
reforms that will make welfare a bridge to self reliance,
there are costly societal innovations outside the welfare
system that must be addressed before this is truly possible.
A universal health care program is needed.to.protect against
the loss of Medicaid coverage as a recipient moves off
welfare, and there is a need to augment low wages in this
country so that welfare recipients aren’t being pushed
simply into a higher level of poverty e.g. the working poor.

Trends working against welfare reform are:

1. A long term decline in wages at thé bottom end of the

labor market making it less advantageous to leave
welfare roles.



Average Weekly Earnings
By. Years of School Completed*

Women , " Men :
" 12+ yrs 12 -12 12+ yrs 12 -12
School : ) School
1969 . 330 250 200 680 515 415

1989 405 275 200 . 685 - 470 350

‘*Northwestern University study reported in "New York
Times" 7/26/92 :

2. A spectacular rise in out-of-wedlock births lncrea51nq
the populatlon that could face term dependency.

out of Wedlock Birth Rateg*

oo
[

Black White

. Tot
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-wedlock births among whites has now
reached the level that it was among black families when
Daniel Patrick Moynihan wrote his famous report in the mid-
60’s on the decline of the black family.

The two trends identified are most telling when the age
groups of single mothers are 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 dropouts w1th few employablllty
strengths.

* * *

A number of welfare reform efforts are being trled in
various states:

- new requirements for schooling
- Jjob training or community service work
financial carrots to encourage marriage
- financial sticks to discourage childbearing
- stronger collection efforts from absent fathers

‘The above will be too little if not properly funded and w;ll
ultimately impact only a small number of recipients. A



recent national finding is that one fifth of all the
nation’s children (including 2/3 of black children) will
spend time on welfare by the age of 18. This is not an
indictment of the welfare system as much as it is a symptom
of a vast social ill. William Julius Wilson of the
University of Chicago argues 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 unemployment rates of 30+%) is
directly associated with the problem of marriage.

x  * *

Since welfare payments have always been low and their.

- purchasing power has steadily declined since the mid-70’s a
most sinister effect has occurred. Welfare re01plents have
been forced to lie and cheat in order to survive. We have
created a welfare system whose rules have no moral
legltlmacy in recipients’ eyes. Since the welfare system
seldom gives mothers who follow its rules enough money to
pay for necessities, they feel entitled to break the rules.

This feeling is not confined to second generation welfare
re01p1ents in poor neighborhoods - 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 husbands left them. It is a feeling
. bred by a system whose rules are incompatible with everyday

American morallty, not by the pecullar characterlstlcs of
welfare reCLplents.“

H;storlcally'

- most tralnlng programs for welfare mothers have been
part-time, short term and inexpensive

- most programs raised welfare rec1plent°' annual
earnings enough to justlfy ‘their modest cost

- while programs were usually cost effectlve, their.
'absolute benefits ‘were small

- because their absolute benefits were small " low=-cost

training programs did not move many mothers off
welfare rolls. - ,

Our soczetal thrust has been wrong. The only polltlcally
viable strategy for smgnlflcantly improving the economic

conditions of single mothers is to concentrate on helping
those who work at low-wage jobs.:

(as oppoeed to the view of helping the neediest
by increasing APDC paymonts)



"The Legislature’s failure to help single mothers with low-

wage jobs has turned the American welfare system into a

pelitical and moral disaster. 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 system will never have many - ‘
political supporters, even among hard core liberals.

Welfare benefits will remain 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 cheating and fraud has another ,
interesting aspect in Arkansas. While much has been made
out of the "urban myths" 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 éf AFDC grants madé 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 Traud $ Total
State Grants- - ' Captured Expenditures in
Fiscal ¥Yr (75/25 Fed/St) (%2 of Total) AFDC Collection
1989 $54,840,750 $68,173 (0.12%) $116,672
19990 56,640,499 83,232 (0.15%) 338,966
1991 58,784,110 71,290 (0.12%) 570,898
-1992 60,713,068 81,103 (0.13%) 672,638
1993 59,903,232 68,237 (0.11%) 618,709

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 one 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 total collections data. o



Attachment A
Family of three in Arkansas as of November 1993:

Maximum menthly benefits for ATFDC and . food stamps: .
$499/$5,988/year
Approximately 50% of poverty level lncome e.q.
$991/month or $11,892/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 dependent on 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 that fact.

INCOME ; ' ) . MTR NOT - MOTHER EMPLOYED
, o . EMPLOYED 1638 HRS @ $5/HR
AFDC Benefits - $204
Food Stamps 295 (1) $212
Earnings Ceme— © 682.50 (8190/yr)
Earned Inc Tax Credit - 119
less SSA, St and Fed Taxes <52.21> (2) .
Gross Income After Taxes $961.29 ‘
less related expenses o
Trans (234 days @ .15/mi) (3) <88.70>
Clothing (4) , ‘ <30>
Medical Expenses (5) <50>
Net Income After Taxes 792.59
less paid child care - <266> (6)
Net Income after Child Care 526.59
Net Income After Taxes and $549+%  651.59

work related expenses if
~Father pays $125 in
Child Support (7)

*This 1nd1vxdual can earn up to $234 per month of
outside income without having her AFDC benefits
reduced for a 4-month period. After the four

months she may earn up to $120/month without
reduction.

(1) This assumes that the mother does not receive a shelter
deduction. If she paid $175 in shelter and utilities, for
example, then she would receive a shelter deduction which



would zero out her income and she would receive maximum TS
beneflts of $292 per month.

(2) Thls is a Social Securlty deduction only, according to
Payroll, with 3 dependents and the above wages, no State and
Federal taxes would be withheld.

(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 20 miles per day as an average number of
miles traveled - this is just an estimate for a mileage
expense of $58.50. We have also added in $28.17 for
insurance and $2.03 for taxes per month.

(4) A monthly closing expense 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 ($5 00 hr job probably calls for
casual dress).

(5) If the children were born after 9-30-83, they would be
eligible for Medicaid, using the above income. So the
medical expensecs llsted are .for the mother only and the
amount is only an estimate.

Also, it should be noted that lf the working mother is a
former AFDC re01plent whose case was closed due to
earnings, then she is probably eligible to receive up to 12
months of Transitional Medicaid. for herself and the
children. The 12 months starts counting from the first
month of AFDC ineligibility.

(6) This assumes one child is preschool age and one child
is school'age'but under 10. - Project Success would allow a
maximum of $250 for the preschooler and $130 for the school
age child, while school is in session, as a maximum. The
average would bhe leog, so we computed the average as 70% of
the maximum (the 70% 'is an estimate).

Also, it should be noted that if the working mother is a
former ATDC rec1p1ent whose case was closed due to earned .
income,. then she is probably eligible to receive
Transitional Child Care (for up to 12 months from the date
of lnEllglblllty) There are also child care programs
available through DCFS (IV-A At Risk child Care, Child Care
and Development Block Grant and Title XX child Care).. These
programs may pay all or a portion of the child care and
generally on a sliding fee scale.

(7)., Only 18% of the Absent Parents in the AFDC caseload pay
Child Support of those who pay, the average amount paid per
month is $125. AFDC recipients generally receive up to $50
per month of the child Support collected



Attachment B

AFDC/UP Payment Levels, rood Stamp Allotments, and Total AFDC/Food Stamp as
Percent. of Poverty by Family Size

Number of  AFDC Total Monthly  AFDC/TS .

Persons in Payment As a Tood Stamp AFDC/TS Poverty Total as,

AFDC Unit % of Poverty  Allotment Payment Level % of Poverty
1 ' 's 81 (14%) $206% $ 287 $ 581 49%
2 162 (21%) 206 368 C 786 463
3 , 204 (21%)- 295 . 499 291 50%
4 - 247 (21%) 371 . 618 1,196 52%
5 286 (20%) 424 710 1,401 51%
6 331'(21%) 493 824 1,606 51%
7 ‘ 373 (21%) 530.. 903 1,811 . 50%
8 415 (21%) 596 | 1,011 2,016 . 50%
9 or 457 (21%) 663 ** 1,120 2,221%%% 50%

. : °
more ‘ .

~*Includes a 2 person houeehold for Food Stamp purposes since the AFDC
child is living with an adult relative. The remainder of the amounts in
- this column include only the AFDC unit members in the Food Stamp budget.

**The Food Stamp allotment will increase for each additional member

above 9. Tor exmaple, an AFDC unit of 10 will receive $748.00 in TFood
Cltamps.

***For each additional member, add $205.



Range

3 months or less

4~-6 months

7-12 months
13-24 months
25-36 months
37-48 months

. 48-60 months
61-~120 months
Over 120 months

Total

MODE =
MEDIAN

Attachment C

. OPEN ATFDC CASES
DISTRIBUTION OF LIENGTH OF
. TIME ON ATrDC

Number of
Records

3,878
3,396
4,551
4,806
2,570
1,464
,989
2,252
1,010

. 24,916

2 months (most frequent‘age of case)
= 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
- (nuﬁbers in thousands and percent of 51ng1e—mother households,
by.ag? pf hogsghplder( 1990~ 20101ga?d percent change 1990~ 2QOQAand 2000~?010
L - c , ) ; : Péfééht‘ Peréeﬁt
1990 \ 1995 ‘2000 2005 2010 Change Change
number péercent = number number percent number number percent 1990-2000 2000-10
otal 6,599 100.0% 7,233 '7;473 niodgo%, 7,607 ”?;779,V;iod.o%p ' 13;2%" | 4.1%
‘ounger : : i W ‘;‘ . g ‘ ij'.’ A "V_ o - .
than 25 o 786 11.9 _ .83L_ 931 »lg.S 1,091 '1;234f 1519 : 18.4 ‘32ﬂ5i>
5 to 34 2,625 . 39.8 2,721 .,2,665 ) 34.9 2,637 _5,834 36.4. . -0.7 8.8
5 to 44 2,341 . 35.5 2,800. 2;966 *39T7- 3,852 ff’z;sis 554;4»'?f 26.7 ~5.8
s'té 54 '. §?07: ©10.7- 769  '85i' 11.4 ‘ (’8éi  Coais 11l 20.4 'u3f3
5 to 64 ééjf 1{5'V 52 ‘.193f 1.2 109 127 ° 1.6 ~6.0 36;6.
S_£o 74 | 31 0.5 C1s 17.° 0.2 17 200 0.3 ~43.9 13.9°
5 and older - >:8‘4 0.1 g ?,.q oglti 0.7 10 0.1 7.7  16.8
Hote{” Numbers may not add to tétal due to roundlng )‘
ource:‘ Amerlcan Demographlcs Maga21ne - Decenber 1993, pagé 37



ATTACHMENT E

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

~

30-Mov=93

COLLECTIONS COLLECTIONS COLLECTIONS

FISCAL : NON- : , NON- 3 . NON- |

YEAR |EXPEND. FRAUD: - FRAUD ° TOTAL || EXPEND. FRAUD FRAUD  TOTAL | |EXPEND. FRAUD FRAUD  TOTAL
1989 | 116,672 -~ 68,173 140,637 208,810 | | 1,269,362 308,533 320,129 628,662 N/A 19,882 71,434 91,316
1990 | 338,966 83,232 167,182 250,414 | | 1,478,804 344,494 364,753 709,247 || N/A 28,153 188,691 216,844
- 1991 570,898 71,290 180,567 251,857 | | 1,502,631 367,686. 402,917 770,603 N/A 18,727 162,266 180,993
1992 | 672,638 81,103 - 288,659 369,762 | | 1,511,690 424,980 475511 900,491 | N/A . 23494 179,315 202,809
1993 | 618,709 - 68,237 333,860 402,097 | | 1,355,196 785,854 741,129 1,526,983 | | NJ/A 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.

TT



THE WHITE HOUSE
WASHINGTON

April 29, 1994

TO: "Pam Burnett

FROM: Carol H. Rascoe4jl/

SUBJECT: Thank youl!

Thanks for the quick work on the detective role I asked you to
play. Rosalyn Miller, my assistant, will be calling Randy on
Monday to accept the invitation. I am going to be in Nashville,
Tennessee on Monday, July 11 and in Little Rock on the 12th, so
the timing works out very well for the speech on the 13th.

In preparation for the 13th I will very possibly want to get on a
conference call with Tom, Rich, and/or Kenny in the week prior to
the 13th about the status of things in Arkansas and possible
points to emphasize in the speech....we’ll keep you posted.
Rosalyn will also be telling Randy that I will hope to be in Hot
Springs by late morning on the 13th and would be willing to have
lunch with a small group of persons to have a real discussion
about issues before them. If that works out I would hope Tom and
some of the central office folks would be involved as well.

I will hope that things work out for me to come to the meeting in
October as well. We have our fingers crossed Congress will have
gone home by then as so many of them have elections facing them
in November, and it is their hope to adjourn by early October.

If they are still here it will mean we have serious obstacles
facing us...however, if the invitation comes I will closer to
time be able to better evaluate the possibilities.

It was good to talk with you...thank Rich also for his note!
What a familiar little arrow and typical note on a memo to
see..brings back fond memories.

I’11 talk to you soon. Thanks again!
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- ‘M- - e P S U b s e 'AJ-*.INJ.., -

3. Do-we have the airline reservations with” seat resérvations
.. made. for thé. July 11\trip? 'I'm really Lired of last seats in .
- planes and- /or no.- boarding passes when I 1eave.; Also, please

.-check the Capitol Hotel and see: if they give a government. .- .

'.rate...someday I will find a- hotel:’ that is reasonable (to meet . the
government’s criteria),_has clerks that know anything (a big"
problem at the Amerisuites), and is clean (an Excelsior problem)

CIf Capitol doesn’t have appropriate govt. rates let me know. I
need a rental car also as usual in Little Rock will use it to go
to Hot Springs on Wednesday.

t w?zfzgd?’mf?\sQL;I/faéthndﬂ x
tbox clipped to sheet
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" EXECUTIVE OFFICE OF THE PRESIDENT

19-May-1994 01:45pm

TO: Rosalyn A. Miller
FROM: Carol H. Rasco
Economic and Domestic P licy

SUBJECT: Misc.

S

1. Do we know anything/aég;t Brian’s mother in law today?

2. 'Please check with Kathi and determine when all the interns

will ‘be here,. let’s get. a sheet out on them with the numbers,
*summer addresses, tc. ihfo as soon as possible to the full staff

ill be: working with primarily.

Also,

gt
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rCarol Rasco

TDeéf Ms . RaScO'

~ Ms. Rasco, you are scheduled - to be our guest'speaker at”i :30

June 3, 1994 .

»Assoc1at10n conference The Conference will. be at the Lake
Hamllton Resort Hot: Sprlngs, Arkansas, July 13, 14, and 15.-

A.D D IN ISTRAT O R S. A s s o ¢ I ATION'

&M/ > 7@ /crADg o ; _ | '“'J”N ,‘ 0
7@@@ I

Assistant to the Pre81dent for Domestlc POlle
The White House. . . g :
Washington D.C. 20500

You are cordlally 1nV1ted to our 1994 County Admlnlstrators

M

p.m. on . July 13th, We are’. also: anticipating hearing from Mr.
Dalton, D1rector of the Department of Human Services Wednesday «

between 6:30 = 8:30 p:m. at ‘'which we would like your presence,
elected officials- have ‘been 1nv1ted to attend -

We 100k‘forward to seeing-you in,HotnSprings.'

'Sincerelyf

“County Admlnlstrators Assoclatlon

8y .

erone . Thomas,vPre31dent

LT:pdw -

afternoon and-there will be-a receptlon in the Atrium pool- area.'SEy e



basha county Social servioed
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i::sehae, Arkansas 71654,
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S osrzcn or nouzsrxc ponzcv "
f}} S e THE wuxrz HOUSE "
.« ' CAROL H. RASCO -
ASSISTANT TO THE PRESIDENT.
 FOR DOMESTIC POLICY
" TO:

DRAFT RESPONSE FOR POTUS AND
FORWARD TO CHR BY' )

DRAFT RESPONSE FOR CHR BY’

‘PLEASE REPLY DIRECTLY TO THE NRITER
(COPY TO CHR) BY' ) L

‘PLEASE onxss BY- o

'LET s DISCUSS.

FOR YOUR INFORMATION.

REPLY USING FORM CODE.

,FILE'

SEND COPY TO (ORIGINAL TO CHR)"

SCHEDULE.? : ACCEPT - .- . REGRET

' DESIGNEE TO ATTEND: _

REHARKS:
T e S




DHS PULRSKI N. CO NLR TEL:1-501-375-2846 Feb 16 94 16:17 No.bld P.01

Cet FACSIMILE TRANSMISSION
COVER SHEET ‘
FAX (501) 375-2846 FEB 1 6 RECD

DATE ¢ 2=16=94

TO:___ Rosalyn Miller ( 202 ).456-2878
FAX NUMBER -

Scheduler for Carol Rasco

REMARKS :

FROM:_@ (501 )_375-2846
== | FAX NUMBER

REMARKS :

TOTAL NUMBER OF PAGES (INCLUDING COVER SHEET): 2
IF YOU HAVE ANY PROBLEMS RECEIVING THIS MESSAGE, PLEASE CALL:

Randy Lawson ' , (501) 372-4080
NAME PHONE NUMBER
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DHS. PULASKI N. CO NLR TEL:1-501-375-2846 ~  Feb 16 94 16:17 Ng.014 P.02

February 16, 1994

| Al
. Dear_gg,,nasco:

i On behalf of the Arkansas Department of Human Services, County Association,
. we would like to extend an invitation to “come home" and be the Keynote
.. Speaker at our annual conference scheduled July 13, 14 and 15 at the Lake
.. Hamilton Resort Center at Hot Springs.

“i  Due to your extremely busy schedule, we will gladly be flexible and adjust
“y -our activities to accomodate you on any time frame, in order for you to

... ~address our group. ‘Any information you can share with us regarding “Welfare
. Reform" we would greatly appreciate.

We would be very honored to have you as our guest and hope that your schedule
.- would permit it. Please let us know at your earliest convenience, if you
; will be able to visit with us. Best wishes!

With kindest regards,

o

‘Randy lawson, Program Co-Chair
. Arkansas DHS County Administrators Association
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EXECUTIVE OFFICE O.F T HE PRESIDENT
29-Apr-1994 09:39pm

TO: -+ Rosalyn A. Miller

FROM: Carol H. Rasco
Economic and Domestic Policy

Ma&j [wse
SUBJECT: DHS in Arkansas ) @0 Lﬁog m

I assume you are the one who faxed the DHS memo to me here at the
house. All this information rings a clear bell to me. Please
call Randy Lawson to confirm that I will speak at the time
requested on July 13. Tell him that unless something unusual
\////comes up unexpectedly I will plan to arrive in time for the full

afternoon session. Tell him also that I would be interested in
meeting with a small group of their choosing for lunch (which is
designated on "on your own" on the agenda) to have a discussion.
Also, tell him I won’t speak over 20 minutes or so but will be
glad to take g and a, etc for the remainder of the time allotted
me if that is what they wish. Tell him I will be dr1v1ng back to
Little Rock after my speech to take a plane out.

Then call Skila in Mrs. Gore’s office and tell her I am definitely
G’Lo(o% on for attending VP Gore’s meeting on July 11 in Nashville, will
arrive on the 10th in late afternoon and would love to go to
dihner with some of them as she mentioned. Ask her if there is
nother person we need to notify and how we get hotel, other
conference info. ;

Trip would be as follows:

Arrive in Nashville, TN Sunday, July 10 late afternoon.

Spend night. .

Attend conference July 11 all day.

Fly out of Nashville on a late flight to LR July 11

Need hotel for July 11 and 12, rental car in LR...can always
cancel hotel if I decide to stay at my sister’s and her guest room
is empty!

Flight to DC out of LR around 5 p.m. at earliest. I guess on July
13 since speech not over until 2:30, is out on lake so should
allow hour and half to get to airport at minimum; must return
car.

\f§ﬁ§¢re block mo ﬁfﬁ%NBT\44;nwﬁﬁf’ES“EEEVY\Q33fifgg/iﬁ’ﬁa‘i¢ we
C avoid it.

I won’t need special speech notes more than likely. Thanks.



Arkansas DeQanment of Human Semces'
o Offic ‘on'h

329 Donaghey Buﬂdlng. T\h & Maln
"PO. Box 1437 : .
Lime Hock Afkansas 72203»1437 :
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(501) eaz-aeso
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Arkansas Department of Human Services
- Office of the Director ’
329 Donaghey Building

L Jim Guy Tucker v P.O. Box 1437
Governor Little ‘Rock, Arkansas 72203+ 1437

Telephone (501) 682-8650
FAX(501)682 -6836

'~ MEMORANDUM
DATE: January 5, 1994

TO: Gove

_ Jim Guy Tucker
FROM: T ~

SUBJ: lelfare Reform

¥

"As I advised you in my memorandum of November 29, 1993,
concerning welfare reform, my staff and I have been worklng on a
proposal to dramatlcally reform our current welfare system.

Attached is a concept outllne of a program which I believe
addresses the identified problems of the current system in a bold
and aggressive manner. More 1mportantly, though, DEMS staff '
believe, and I agree, that the program is workable and, given
vsuff101ent resources, can be successful in moving famllles from
welfare to employment and self-sufficiency.

The»main feature of the program is its transitional (i.e.

time- llmlted) nature. During a two year period of time, the
parent lS prepared to take respon51blllty for the family's future
by enqaglng in intensive employment activities with the goal of
obtaining full-time employment by no later than the end of the
two year cash assistance period. Failure to do so will result in
the termination of cash assistance. For those who are employed,

the transitional support services of child care and Medicaid will
"be extended from one to three years.

If you concur with the concepts attached, we then obtain federél

approval of the program as well as state funding for it. We are

projecting an implementation date in selected pilot counties of
July 1, 1995, -

I am looking forward>td‘discussing the program with you.

TD:KW:1llg
Attachment -

Caring People.. . . Quality Services

Thé Arkansas Department of Human Services is in compliance with Titles VI and VIi of the Civil Rights Act and is operated,

managed and de ivers services without regard to age, religion, d:sablhty political affiliation, veteran status sex, race,

color or national origin.’



DRAFT
VWELFARE REFORM PROFOSAL
| OUTLINE.
1. PROﬁLFMS.WITH~THE CURRENT WELFARE SYSTEM
II. MISSION
'III. CONCEPTUAL DESIGN OF PROGRAM
1Iv. Rxsgs.
V. REWARDS
VI. PROGRAM SCOPE
VII. AUTHORITY

VIII. DEVEI;OPMENT OF FORMAL PROJECT PROPOSAIL
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DRAFT

PROBLEMS WITH THE CURRENT WELFARE SYSTEM

A,

Encourages dependency.

1.

Discourages work.

In Arkansas, a family's AFDC grant is reduced almost
dollar for dollar of gross wages. In many cases, even
low-wage work causes the family's ineligibility for AFDC
and consequently, ineligibility for other assistance
(Medlcald child care, supportlve serv1ces)

Dlscourages individual responsibility.

As long as an individual receives AFDC, the current system
provides the family's basic needs through the AFDC cash
grant, Food Stamps, Medicaid ellglblllty, and
reimbursement for employment or educational expenses. The
focus is on moving the famlly totally off welfare without,
necessarily, transitioning the adult to assume more of the
responsibility for the family's needs. Even in the
transitional programs, e.g., Medicaid, full Medicaid
benefits are provided during the transmtlenal 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.

Discourages the reuniting of families and marriage.

Many two-parent families are in need but are not eligible
for AFDC due to the Unemployed Parent rules. This
dlscourages parents who have separated from reuniting
since it could mean the loss of all benefits for the
children. Also, due to federal income deeming rules, many
families in which a stepparent is employed are ineligible
even though, in Arkansas, a stepparent has no legal
responSLblllty for the support of stepchildren. The
potential loss of beneflts discourages the marriage.

Encourages famllles to adapt to a dependent 1lfestyle.

A recent study in Washlngton state revealed that, once on
AFDC, many clients adapt their individual crrcumstances in
order to continue to meet complicated eligibility rules.
This has the effect of changing the family's focus from
moving towards self- suffmcmency and off the program to
further dependency to remain on the program. ' For
example, a client disposes of a car whlch has an equlty
value in excess of the resource limit in order to remain
eligible. She now, though, has no means of transportation
to look for work and is now more dependent on the system.

B. An alternatlve lifestyle to some.

The current system is viewed by some as a lifestyle choice

rather than as temporary assistance to help the famlly

overcome a crisis situation which is preventlng it from being
self-sufficient. 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.

Page 2 -
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DRAFT

IT. MISSION

To design a program which Wlll help meet a famlly s 1mmed1ate
basic needs while addressing the problems which exist in the
current welfare system. :

The design approach should be to make significant changes to the
current system or even, ideally, abandon the current . system and
start fresh. While abandoning the current system may not be

- possible at’ this time, the goal is deflnltely not to make only

- minor alterations to the current system which will have little if
any impact on actually making families self-sufficient and
eliminating their need for welfare.

The intent of the new program will continue to be to provide
assistance to needy families 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 from merely maintaining the famlly s basic
needs indefinitely to meeting those needs while transitioning the
family to self-sufficiency within a set period of time.

Page 3
Jan 3, 1994 3:26 pm -



ITI. CONCEPTUAL DESIGN OF PROGRAM

DRAFT

A. Main Components

1.

Provide for famlly s ba91c needs in the 31mp1est form
possible : :

>

Initial eligibility based on current rules except one
motor vehlcle may be disregarded totally.

Onc¢e initial eligibility established, then continuing
lncome eligibility based on Full Need standard by family.
size and gross income used. No deductions.

If income eligible, 3 payment levels -
~ 1 child only units
- units of 2 - 5 members
- units of 6 Oor more Y
' R
Resource determination 51mpllf1ed and limit increased

- after initial eligibility established. /7 FKKL

- 1 car disregarded (T¥egardless_of value or equity.] "

- Income producing real property. dlsregarded

- Homestead disregarded

- Resource limit for other countable resources
increased to $5000 - (initially $1000)

Basic eligibility requirements established at initial
application (including deprlvatlcn of parental care or
support) but then reestablished only when a change
occurs such as job 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, ellqlblllty reestabllshed
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. - : ‘

Page 4’
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Make work pay

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

> Will allow client to earn more and retain eligibility.

> Will allow client to make ‘up past bills if any or-get a
little ahead so that when AFDC is over, family is 1in
better flnanCLal shape to deal with the loss of that
income.

SkIf lnellglble on earnlnqs, grant is termlnated but

medical benefits, child care, and some other supportive
services continued for up to additional 3 years with
client assuming more of the responSLblllty for these
needs throughout the 3 year period. For example,
throughout the period at set intervals, the client's
share of her child care cost would increase so that by
‘the end of the period, the client is already nearly
paying all of the cost herself.

Fraud Determinations

The program is designed to support those that wish to

become independent of the welfare system. The program
will offer substantial help and assistance to those who
are motivated to get a job and improve the future for

"themselves and their children. For those that wish to

"take advantage" of 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:

- by a court of law
- by an administrative hearlng

If a re01p1ent is determined to have committed fraud, the
penalties will be as follows:

> first offense -~ barred from program untllAmoney repaid
(interest charged at market rate)
> second offense - barred from the program permanently.

: Page 5 ‘
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Transitional program'from day one

All assistance prov1ded under the program, 1hclud1ng the
cash grant, will be considered transitional benefits with
set maximum tlme periods a family may receive each one.

a.

Tran31tlon i - Cash, medical, &% employment related
services (Two years)

>

These beneflts will be provided for a maxmmum of two

‘years.

"This period will begin with the month the family is

certified for grant‘assistance, or the month the

famlly s employablllty assessment is made, whichever
is later.

For those who do not become‘employed or otherwise
self-sufficient by the end of this period,
eligibility for other assistance programs, e.g. Food
Stamps, other categories of Medicaid, etc., will not
be affected. However, the famlly w1ll not be
eligible for continued cash assmstance

Trangition 2 -~ Medical, child care & some employment
related services (Three years)

>

For those who become employed‘durinq the first two
years of the transitional program, medical and child
care benefits will be extended for up to three years

{“with_the: amount of assistance_provided_ decreased _over
M

’ those_yearsw;

> -

2

Other e mployment_neiated __supportive_: segylces will be
extended for at least one year.

Extended Medicaid

Extended ‘Medicaid will be available to those who become
employed during the two year transitional period and who

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

> become ineligible for cash assistance before the end of
the two year period due to income in excess of the 100%

need standard.

The major tenants of this aspect of the program are
enumerated below:

> Year 1 - Bas;c Medicaid services (plan that would

compare to those offered by most employers)
- Limited copay but no premium.

Year 2 - Basic Medicaid servxces, copay, plus premium.
Year 3 - Basic Medicaid services, increased copay, plus

increased premium (plan would compare in all
respects to plan an employer might offer.)

Peqe'.e -
Jan 3, 1994 3:26 pm
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. This prbgram wlil permit.the extended Medicaid benefits to

act as an incentive for part1c1pants as well as an.
incentive for employers to hlre program part1c1pants.

It also w111 mimic "real life" in that the range of
services will be basic .in nature (to primarily guard
against significant medical expenses) and a copay will be
required to help protect against abuse of the services
available under the extended program. Also, the cost of
the program to the partlc1pant will increase over time to
a point where the employer's plan may be competitive with
our program enticing some to migrate to the employer's
plan. :

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

Increased emphasms on chlld support enforcement
In coordlnatlon with the Department of Finance &

Administration, Child Support Enforcement Unit, child
support enforcement activities will be strengthened under

the new program. Focus will be placed on -

> Paternlty establlshments, partlcularly at birth.

> Sollc1t1ng better cooperation from clients in-
enforcement activities, perhaps using positive
reinforcements for cooperation and goal attainment.

> Increasing collections from absent parents.

Page 7 .
Jan 3, 1994 3:26 pm -



Intensive employment activities during transitional grant
period

The employment aspect of the program will be the primary
aspect of the welfare reform initiative. It is imperative
that resources and effort be channeled to employment
related activities since the AFDC recipient will have only
two years to find a way to permanently support his/her
family. ,

The primary philosophy that was used to construct this
aspect of the program 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 future of his/her children.' It is
believed that recipients must take responsibility for
their actions and, in order to take advantage of the range
of services and benefits offered under this aspect of the
new program, they must 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 employment dimension of the program is very
critical, more detail is provided for this piece. Several
points are enumerated below: .

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 unsubsidized job placement
will be utilized. Emphasis will be shifted away from pure
educational activities and toward job club, job search,
work experience, OJT, and skills training. Education will
be utilized when literacy 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. : '

Case Management. With less emphasis on reestablishing the
family's continued eligibility throughout the two-year
period, the responsibilities of caseworkers currently
allocated to the AFDC eligibility process will be shifted
to include case management activities. Instead of
subsequent reevaluations of eligibility, counselin
sessions will occur focused on progress the participant is
making toward planned milestones and employment.

Positive and Negative Reinforcement. Positive and
negative reinforcement will be utilized to encourage

program participation and attainment of goals in the
following ways:

> The current Project SUCCESS reimbursement system that

encourages long-term payments will be replaced by an
incentive-based system.

Page 8
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> Payments will be made as incentives for partlclpatlon
provided the client meets defined milestones. The
payments may be used by partlclpants to arrange
transportation and other supportive services. No other
direct reimbursements for program related expenditures
(other than day care) will be made. The partlclpant
will be expected to manage the incentive money in a
manner to ensure s/he is able to partlclpate in the
program and find employment.

> Incentive payments will be reduced if performance is
marglnal and they will be discontinued if no progress at
all is made. Incentive payments can be reinstated if and
when the participant meets the level of progress
stipulated by the milestone.

> The cash .assistance payment will be reduced at one year
if the participant has made no effort to part1cmpate.
Benefits will be discontinued at 18 months if there has
been no evidence of participation plus the rec1plent
will loose entitlement to transitional benefits.

> One-time bonus payments will alsa be made to clients who
accept full-time non-subsidized employment. Larger
bonuses may be offered to those who find employment
guickly.

Streamlined Proqgram. The Project SUCCESS program will be
streamlined eliminating onerous federal requlrements such
as 1) the-20 hour rule, 2) focus on participation, 3)
mandatory components, 4) predefined target groups, and 5)
cumbersome and 1ow value federal reportlng

Instead, the program will 1) focus on outcomes (employment
rather than partlclpatlon), 2) empower local staff by
prov1d1ng substantial flexibility and autonomy -in
designing processes they may use to move customers from-
welfare to employment, 3) provide some services through
local contracts, and 4) measure program, county, and staff
performance as a function of program: outcome goals.

MFunding Mechanisms. In order to achieve the desired level

of effort and to direct sufficient resources to the short
term AFDC population, the funding mechanisms will be
modified in the following ways:

> Use federal AFDC administrative and program dollars to
help fund additional Project SUCCESS efforts.

> Since the focus of the AFDC workers' job role will be

diversified (prlmarlly doing PS case management), AFDC
administrative monies will be used to support case
management activities.

> Consolidate the State AFDC and Project SUCCESS
appropriations to enable complete flexibility of use of
program funds toward employment goals for the AFDC
population. As funds are saved in AFDC expenditures
(grants), more funds will be utilized to move greater
‘numbers of reclipients from dependency to emplcyment

Page 9
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Voluntary Proqram. 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. A brief descrlptlon of activities to be
applied to both of these groups is outllned below"

> Non-Participants - A major portion of the initial
eligibility interview will focus on explaining the
nature of the time limited program, the services and
incentives that can be offered, etc. Motivational
group activities will be conducted to encourage program
participation. ‘

This process will be repeated at minimum every six
months for those that have not "volunteered" for program
participation. These clients will be counseled and
every opportunity will be given for them to ask ‘
questions and volunteer for the program. If they do not
volunteer, however, they will receive no program
services. ThHe idea is that we will spend most of our
time and money on those who are both willing and
motivated to take advantage of available program
services. If a recipient has not wvolunteered and
achieved at least one milestone by the end of the first
year, then the assistance grant will be reduced. At the
end of 18 months if the recipient has still not
volunteered and/or achieved at least one mllestone,
benefits will be terminated and no transitional benefits
will be prov1ded :

> Volunteers - Program Partiecipants - The full range of
services will be offered this group, including the

financial incentives and employment bonus referenced
above.

Teen Parents. All teen parents who do not already have a
“high school diploma or equivalency, lncludlng those under
age 16, will be expected to engage in educational
activities. Necessary supportive services will be

provided to help ensure the teen's success .in those
activities.

Incentive for Exceptional Staff Performance. An annual
financial bonus will be provided to staff who achieve an
exceptional level of performance for the year (e.qg.,
exceeds the annual employment outcome goal by 50%)

Page 10
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8. TFamilies Exempted From the Two-Year Transitional Period

Thefe will be a portion of the caseload for whom
transition off welfare and into employment may not be

possible. These families can be categorized into two
groups. '

" a. Disabled Parents

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

b. Child Only Cases With Non-Parent Adult Relatives

The adult caretaker relative of the child(ren)
receiving assistance 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 home to
raise in the absence of the parent(s). .In some
situations, the child has been placed in this
relative's home by DCFS as an alternative to foster .
care placement.

Since only the c¢hild 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 will be exempted from the two-year limit
on receiving cash assistance and from the penalty for failure
to participate in employment related activities. These are
the only two groups who will be exempted. :

For purposes of determining a disabled parent, Social Security
criteria will be used (i.e. must be disabled for at least 12

months) rather than current AFDC criteria (disability expected
to last 30 days).

A disabled parent may 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. 1In either case, though, the two-year
limit will still not apply. ‘

Page 11
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Two~Year Transitional. Period Extensions

The two-year cash assmstance perlod may be extended on a
case-by-case basis when the State is unable to provide a
necessary employment service, e.g. child care, and the
lack of that service precludes the 1ndlv1dual from any
type of active participation.- :

In. thlS instance, the two-year period will be extended by
one month for 'each month in which the individual could not
participate for at least two full weeks.

Effect of the Tran91tlonal Time Limits on Future
Elllelllty .

Cash Assxstance[Emglogment Activities. Each eligiblé
family will be entitled to receive cash assistance with
intensive employment activities for a total of two years
(24 months)

'Thls two-year tran51tlonal perlod may be 24 consecutlve
months or may be broken by perlods of non—recelpt. “The
~total number of months a family may receive cash

assistance, though, will not exceed 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 famlly member
has quit a job. In addition, the range and time perlod of

"benefits available to the family will be reduced.

Medical Benefits and Cchild Care hssistance.' 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). ‘

This perlod may run a continuous 36 months or may be
interrupted by a return to cash assistance.: If a family
does return to cash assistance before the end of the
three-year extended benefit period, then the family will
be entitled to the remainder of the 36 months when the new

cash assistance perlod ends provided the adult is employed
at that time.

If a family returns to cash assistance follow1ng a perlod
of non-recelpt which lasted at least four years, then a

new period of extended benefits w1ll be provided.-
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Potential Program Impact on Economic Devélopment

As AFDC savings are realized in future years, consideration
should be given to adding program dimensions that will better .
assmst with moving even more recipients into employment It
is anticipated that some problems will be encountered in
eastern and south-eastern Arkansas due to lack of available
jobs. The ultimate success or failure of the program will be
measured against how well we moved recxplents into employment.
Hopefully, the jury will stay out on this question long enough
for us to. put the full program in motion and to gain lnSlghtS
from a strict evaluation .of the pilot. Even if the pilot is
successful, large questlons will still loom regarding the
effectiveness of such an approach in counties with very high
unemployment rates (some of these counties are also counties
with hlgh concentrations of AFDC famllles)

Con31deratlon could be given to plow1ng short term program
savings into additional efforts that will ensure long term
program Vlablllty - In particular, consideration could be
given to special OJT arrangements with employers in some parts
of the states (where we would use AFDC funds to pay a

" significant portion of salaries of recipients for a period of

time). More generous arrangements could be set up for new:
businesses or additional hires for existing companies. 'Tax
1ncent1ves, etc., could be utilized as well as a comprehensive
economic development effort in some of these counties. It is
important to consider an extension of the welfare reform '
effort to include factors. such as job creation and additional
lncentlves to hire recipients. :

Our success in the eyes of the public, the leglslature, and
congress will depend on our ability to take this -effort beyond

~ the welfare context, to include the economic development

context. We must ensure, when the recipient‘walks through the
vestibule that forms the demarcation between welfare and
self~ suff1c1ency, that there is a job waiting on them.

Issues to be Resolted
1. Selection of Pilot Counties
> How many
> Whiéh ones
2. Determlnlng Program Costs
> Establlshlng the three payment level amounts.

> Establlshlng the r801p1ent incentive and bonus payment
" .amounts. o

> Establishing the formula for-the staff. incentive payment.‘

> Determining total program and administrative costs.
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RISKS

The new program as des;gned is smgnlflcantly different from our

1.

. current. welfare system. The two main differences are -

"Eligibility for payment 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-sufficiency.

The perlod for which payment may be made to a family is
limited rather than open-ended and is not dependent on whether
the family has made progress in becoming self-sufficient.

As with any type of change, there are risks. With major changes
such as these, the rlsks also have the potentlal to be major.

>> Increased costs.

>>

The cost of providing assistance and services to the families
under the new program will most llkely exceed the cost of
providing those benefits to families under the current system.
However, since assistance will be time limited under the new
program, we expect to realize net savings per famlly in the
long run.

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

Families who are not self-sufficient at the end. of the
transitional grant pericd.

Ideally, every famlly in the new program will have an employed
adult member by the end of the two year transitional grant
period. Realistically, though, we know there wlll be some who-

.will not and who will have no other source of income to pay

rent, utilities, etc. How large that number is will be
dependent on several factors lncludlng the state of the

economy and the type of job opportunltles avallable in the
community.

The prlmary factor, though, to success or fallure w1ll be the
program's ability to work effectlvely with and motivate each

vrec1p1ent family. If sufficient resources (e.g.. staff,

financial, etc.) are not committed to the program, we should
be prepared for the failure rate to be unacceptably high.

A family's failure to achieve self-sufficiency due to
1nadequate program resources will be program failures, not
recipient failures. The result of a program failure, though,
will be the same as a recipient failure.

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

Although the risks associated with the changes proposed in the
new program are significant, so will be the rewards of a
successful program. The changes proposed in this program were
not designed 51mply for the sake of change. They are based.on a
real expectation that both recipient families and the taxpaylng
public will benefit by them in several ways.

> Recipients

More families will become 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 become in need of assistance sometime in
the future.

The children in these families will ultimately be raised in a
family with at least one working adult, thereby establishing a
work ethic in the children rather than a "welfare ethic" and
reducing the likelihood 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 reduc1ng the amount of
time a family receives benefits.

Savings will also be eventually realized in many other tax
supported programs as recipients who are successful in the new
program increase their earning potential over a period of
years and thus reduce their need for other forms of assistance
such as Food Stamps, housing assistance, health related
programs, etc.

Tax revenues w1ll increase from the taxes which will be paid
by the families who become employed through the program.
These will be not only income taxes but also sales and

property taxes resulting from the increased spending power of
the program families.

The public's perceptlon of welfare and welfare rec1p1ents will
become more positive as the program becomes more of an
employment program and ;ess a traditional welfare program.
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For the reasons listed below, it is recommended that we pilot the
program in several selected counties before attempting statewide
implementation of it. The pilot should run for five years to
adequately assess the effectiveness of the two-year transitional
grant period and the additional three-year transitional period in
ellmlnatlng a family's need for -future a551stance.

> Facilitate the required control group aspects of the program.

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

> Lessen the State's financial llablllty for the program.

As a Sectlon 1115 project, we must guarantee cost-neutrallty to
the federal government over the life of the project, i.e.
federal spending across programs (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 lessen the State's financial liability in
this regard in the event overall savings per family do not
equal or exceed the increased costs.

> Concerns of potential for success in counties with high'
unemploymentvrates.

Much of the success of the program will be dependent on the
available job opportunities within the area in which the family
lives. We may be successful in preparlng 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 recommended 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 Jjob market will provide a better test of the
program's concepts. ' \ ‘

> Magnitude of the changes warrant testing on a limited basis.

_Although the rewards of success will be great, the risks of
failure will be devastating to the individual famllles,
particularly the children. 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 before testing these concepts would be a
grave mlstake, both ethlcally and polltlcally.
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A.

Section illslnemonstration Project

The general framework of this program is in direct conflict
with many of the AFDC and 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 and JOBS rates, federal approval of the
program will be required.

The only authorlty for federal approval is under Section 1115
of the Social Security Act which allows the Secretary of DHHS
to waive sections of the Act or regqulations to permit a State
to operate a demonstration project.

.Two-requirements of a Section 1115 project are -

> Experimental design and evaluation.

- > Cost-neutrality to the federal government.

Arkansas State Legislative InVolvement

Leglslatlve support for our reform concept will be critical
for success.

The Division's biennial budget will contain an outline of the
proposed reform measures. It is antl01pated 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 all program participants

‘have the necessary support during the initial .two year period

to permit them to leave the welfare system permanently.

It is also ant1c1pated that appropriations 897/76 (AFDC) and
898/93 (Project SUCCESS) will need to be consolidated to

permit shift of resources durlng the biennium from the AFDC
"grant?® program to the Project SUCCESS "employment" program.
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" VIII. DEVELOPMENT OF FORﬁAL PROJECT PROPOSAL
As a Section 1115 project, the program must be submitted to the
federal Department of Health and Human Services for approval in
a specific format, including detailed lnformatlon about the
program as speCLfled by DHHS. o _
The- following outllnes the mllestones which must be reached in
- the development of the formal. project proposal and target dates
for. reachlng each one. These dates are based on a proposed
_program implementation date of July 1, 1995. .
A. Decision Made to Pursue the New Program : : (1/15/94)
> As' designed. ' -
> With alteraﬁions.
B. Pilot Counties Chosen “ v s l (2/15/94)
C. Program Concepts Expanded tq,Prdgram Details ’ - (3/1/94)
> Policies and some procedures. -

> Staff needs and other necessary resources.

D. Determination of Costs and Savings . (3/1/94)
" E. Research P | ' : (5/15/94)

> Identification of all sectlons of law and regulatlons
: requlrlng waivers.

> Other data and information for Narrative and Budget
sections of Progect Proposal.

F. Formal Progect Proposal Drafted For comment ’“(5/15/94)

G. rinal Project Proposal Approved at State.Level
and. Submitted to the Department of Health and Human

Services * (6/30/94)
H. Program Implementation o ' ' .(7/1/95)
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-

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. Obviously, the causes of high unemployment,
low wages,. etc. cannot be solved quickly, indeed, some causes for
depressed economic conditions have roots that run very deep. and
‘permeate the very economic and political fabric in some parts of the

. state. It may be possible to cap receipt of welfare benefits in such

. counties, but such will not affect the numbers of recipients that flow
onto the program every year since the economic condition in these
counties propel many to apply for benefits. There is also some risk
that strict application of the two year cap in such counties could
shift the burden of support for AFDC.families to the local community,
churches, etc. In order to garner support for the proposal we must
demonstrate to our client population, local politicians; 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, or who may in the future, receive
welfare, otherwise, the program will not succeed. . :

In order to address these issues, both short and long range

objectives must be defined to solve 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 years without regard
to local factors such as unemployment rate, job availability and
access, wage rates, etc. Since AFDC benefits will be discontinued at
the end of two years, we must ensure 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). :

Relocation Assistance

In areas of limited job opportunities, assistance to enable a client to
- relocate his/her family to an area of better job opportunities will be-
available within certain restrictions. o

The goal of relocation assistance will be to enable families to move to
another part of the state to obtain employment. However, since there
are many ramifications to relocating 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. - : o '

Relocation assistance will include:il
> Cash payments, up to established maximums, to enable a recipient to
visit a potential relocation area for the purpose of looking for a
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> Cash and/or vendor payments to move . the famlly and its personal
belongings (furniture, etc.) to the new area.

> Cash and/or vendor payments to establish the family in hou51ng in the
new area (rental deposits, utlllty deposits, etc.).

> Supportive services to help establish famlly stablllty in the new
area (counseling, help in enrolllng children in school, if needed,
etc.).

Relocation asslstance for a family will requlre approval at a higher
level. The Case Manager will recommend a family for relocation :
assistance on a case-by-case basis, taking into account factors such as
the follow1ng.,

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

> The adult's motivational level and attitude towards relocation.

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

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

Relocation assistance will be available at any time during the two-year
cash assistance period but should preferably be provided and the family
. relocated by month 18. This should allow time for the famlly to become -
established in the new area by the time cash assistance is terminated
at the end of 24 months.

Economic Development

To further encourage economic development in parts of the state that
will be impacted most by welfare reform will require good ideas,
support of the legislature, cooperation of other state agencies, and
money. There are a number of things that can be done to. entice new
businesses to come to Arkansas, to encourage expansion of exlstlng
buSLnesses, and to create new businesses/industries. Much is already
belng done to attract new businesses to Arkansas. Additional flnancial
_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: ,

> Addltlonal corporate tax breaks for companies that locate or expand
in such counties and that hire some percent of their new or expanded
labor force from current or former AFDC rec1p1ents.

> Discounts for energy or other cost intensive" commodity subject to

state regulation, again for companles/buSLnesses that hire current or
former recipients.
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> Training of new employees, or employees making up’ a”Workforce 777"
expansion, could be offered through our vo-techs or community

colleges.

g -

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

> On-the~Job Training (OJT), where we pay part of salary fbg a period
of time, could be provided as an employee specific financial
incentive above and beyond other incentives offered..

It will, however, take more than these incentives to solve the problem.
We can entice businesses to locate or expand in these sections of the
state, but in addition, it will 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: ' '

> 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 specifically working with AFDC recipients.

> Expand or create additional new 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. :

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

It will be critical that several state and federal agencies be
involved, indeed, perhaps take the lead in efforts to encourage

and support the efforts described above. For the relocation

effort, it will be critical that the Employment Security Division

be directly involved in helping to find a job for recipients that
choose to move. HUD will also need to be involved in this effort. It
will be essential that the job seeker, e.g., in Chicot county, have
access to job openings and available housing for other parts of the
state. ESD has a state wide job bank and such information 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 economically depressed counties selected for
the project. Also, some legislation may be needed to further expand
incentives, tax credits, etc. ‘ S ‘

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 (federal and state) can be used to

fund employment incentives, OJT, expansion of entrepreneurship
programs, and other employment 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 thelr two year period.

The above constltutes our prellmlnary thlnklng regardlng ‘how to solve
this problemn. 4
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