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Opening Statement of Chainnan Clay Shaw 

Human Resources Subcommittee 


Hearing on Govemors' Welfare Refurm ProposaJ 

. . February 20, 1996 

Now that the Presjdent has vetoed two welfare reform bills, some think that 
welfare reronn won't pass this year. I welcome the bipartisan group of governors hcrc 

. to prove them wrong. The nation owes these leaders a great deal. They rode into " 
town during the darkest days of winter and broathed life back into a welfarerefonn 
debate that was on life support. . 

Not only docs their proposal restore the promise of welfare reform, it reminds 
us of what's at stake if defenders of the welfare status quo win: 

• 	 Welfare will remain guaranteed to parents who choose not to work. 

• 	 Welfare will remain guaranteed for parents -. often still children themselves -. 
who have iIlcgilin'late children. they ~xpect others to support. 

• 	 Children ':Viii suffer because of fathers who walk out on them and mothers who 
are too young or too ill prepared to raise a child in the first pla~e. 

• 	 Taxpayers will keep getting the bill for welfare instead of parents providing . 
. child support. ' 

• 	 The narcotic of welfare wiJI continucto abuse poor families, whos~ welfare 
speIJs now average an incredible 13 years. 

• 	 Welfare wiJI continue to be run from Washington, not from stales and 
communities where help is best delivered. 

.. 100,000 drug addicts and aJcoholics wiJJ keep cashing guaranteed "disability"· 
cbecks thanks· to a system that emphasizes cash, not treatment. 

• 	 200.000 children will' continue receiving sst "crazy checks"" worth up to 55,000 
per year. 

· . 	 Almost 2 million noncit;zens wiU colJect welfare despite promising not to. 

Federal taxpayers will be forced to spcnd an cxtraSSO billion on welfare and 
Slates untold billions J'nore. 
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The chans in Members' folders list other casualties if welfare refonD is stopped: 
It wiI1 be far more difficult for states to get people off welfare and info work.. , The 
Governors' proposal. like the welfare reform bills already vetoed by the President. 
would pJace tough work. requirements. backed up by time limits. on every family on 
welfare in every state. Caseloads have fallen wherever these policies have been 
implemented. whieh the Governors before us will confirm. . More faJnilies are working. 
fewer are depc~ding on government handouts. and taxpayers are sa~ing money. Best 
yet, thousands of children now sec their parents as workers and providers, depending 
on. themselvcs for success, not the' ~ovemlnent. 

Who then would block such reforms? Already we have disheartening evidence 
that the primary opposition to this bipartisan plan comes flom liberals wbo have 
opposed real welfare reform all along. They insist tnat welfare rem.ain an entitlement, 
run out of Washington. These liberals don't trust the states. Despite the failures of 
the current federally-run welfare system, they cling to the belief that Washington 
knows best and that big government is th~ best government. Yes, some Republicans 
are eoneenled abour the dilution of measures like the family cap, which is desib'tled to 
r~ducc illegitimacy that traps millions orJamiJies in poverty for too long. Hut any 
slate that wants a family cap can get one' under this proposal, just as any state that 
didn't want a famiJy cap could avoid one under II.~ 4. Fighting illegitimacy is a key 
goal of welfare reform and J am confident the Govemorls bi-partisan approach wiU get 
the job done. 

The real question that remains is, what is the view of Congressional Democrats 
and the Clinton Administlation? Will they ~upport this bj·partisan approach or will 
they gO.a separate way? Unfortunately, the President already has vetoed weJfare 
reform twice. In addition, the Administration has chosen not to send a witness to 
loday's hcaril'tg, so I really don't know' where' the AcJministration stands on this. their 
third opportunity 10 cnd welfare as we know it. Who doubts that ifhe were still 

. governor. GovemQr; Clinton would be on our first panelloday; hainng this great 
bipartisan achievement? Wherc President CHnton is. however. we're just not sure. 

I want to offer a message to my D~moerat colleagues and to President Clinton. 
To the Democrats who sit on my Ie1\. in the best U"adition of the Democrat party, you 
created today's welfare system believing it was the hest we as a nalion could do for· 

,our poor and our needy. You had your chance. You fought your fight. The fight has 
been Jost. You meant weJ), but loday's Washington-run. federally-controlled welfare 
system is a disaster. I say to you, let it go. ,Turn it over to the Governors and to the 
stales where help can best be dc1ivercd. Washington can't do it. Break the entitlemcnt 
and truly help the poor. 

2 
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To President CHnton, :xgu must make a choice and t.ak.e a stand. You said you 
, were a new Democrat and that you would end welfare as we know it. Instead. you 

stood with the liberals in your patty when you vetoed two welfare reform bills. We 
5t,iII dnn't know where you stand on the governor's bi·partisan effort.' wm you join 
with Republicans and Democrats in putting an end to the dismal failures of the welfare 
state or will you remain entrenched in the riberal camp? You have vetoed two welfare 
refonn bills. Mr. President. Three strikes and you're out. 

Let me, close by again reflecting on what is at stake if real welfare reform is not 
approved Ellis year. Imagine what our country will be like in five years if the current 
weJfare system continues to hold millions of poor ramilies in its grip.' Now imagine if 
those families Were tTeed from a system that expects nOlhing from lh~m, indeed lhal. 
rewards them for expecting nothing' from themselves. In tbe course of this debate. it 
has been madc clear that the problem with ,welfare is not the peop1e who are on it; 
they are good ptopJe and. like all Americans. they simply want a better lives for' 
themselves and their children.. The problem is the failed system that we risk leaving in 
pJace. 

This current we1fare system is a tragedy. II saps the strength of our fenow . 
citi7.ens who find themselves on welfare. It destroys their'dreams for tomorrow'and it 
takes away their hopes for today. Allowing it to continue without change, which is the 
only hope of Hberals who oppose the bipartisan Governors' plan. would be a farce. ' 
For the sake ofboth the poor and'the taxpayer, let's nOllet that happen. . 

Governors, we owe you a debt of gratitude for your bi.partisan welfare reronn 
plan. I Jook forward to hearing your testimony. 
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LEVIN': -IF WBLrARB UPORX REJ'LBCTS 

SOONDPOLtCY, OUTLooK!S KORB PROMISING-


But if seaz-cb ia for a polit.ical
issu., the outlook is Rindeeel elismal" 

" congressman Sander Levin (O-Michigan)' issued the following, 
statementtoday.at the Human Resources Subcommitt.eehearing on 
welfare reform: 

We meet today to consider the" proposals on welfare reform, from' 
the nation's Governors. ' 

OUr nation needs welfare reform. That has been,clear for a" 
number of years. ttis what prope.lledearlier efforts, such as 
the·19Be law which endeavored to link welfare to work. 

The Governors' proposals ?reimportantboth substantively' arid 
procedurally'. .' . 

Procedurally, they are important in two ways. 

FirS,t~ they have given new momentum to undertake' welfare refor'm~ 

Second, they have ,injected bi-paz-tisanship into the ,welfare 
debate. This is especially significant, for it sharply contrasts 

, , with the failure of the Republican majority to produce a 
bipart~san,draft of either the original House bill or'the 

'Conference report. .If welfare reform is 'to succeed, if a welfare 
reform' bill is to be signeci by the President., 't.hat mistake must 
not be repeated. As urged by the Governors in their testimony 
coday, "it is imperative thatthe'congressional process also be 
bi-part.isan". ' ' 

Tha:c process should start today, in the House I ,and a true , ' 
bipartisan approach must not only involve the encire Congress but 
'also t=he Administration. 

'In t.he·debate ~o far, there are two predominant but unreconciled 
views on how to'break the cycle of dependence for families on 
welfare. 

- more 

http:statementtoday.at
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One view is seemin9ly simple. The emphasis is on a type of shock 
therapy for the mother: by withholding benefits for anyone under 
a certain age or for anyone who is involved in a repeat 
pregnancy, and by shortening the allowable period on welfare to a 
very brief time frame, the advocates of this belief assumes that 
t.he.mother'S conduct wi,!l change. Under this approach there is 
little if no emphaSis on health care, day care, or preparation
for'work. 

For t.he second point of view, action is no less urgent, t.he need 
to end t.he cycle of dependency and teenage pregnancies no less 
compelling. But the solution is moreeomplex. It involves a 
combination of obligation of the individual and opportunity for 
that individual ~, Individuals must take responsibility ,for 
themselves, their families and for their future. This means 
going from welfare to work; and 'time limits for doing so. It 
also means opportunity for day care, if necessary, continuation 
of health care for the child, if not otherwise available during
the't.ransition from welfare to work, and preparation for the work 
place where necessary. 

With their proposals, the Governors place themselves in the 
second group. 

Where this group has oft.en divided has been over the appropriate' 
blend of national and state responsibilities in 'a restructured 
welfare system. 

There is a national interest in ~reaking the' cycle of dependency
and moving parents from welfare to work. It .stems from the 
importance of ,-family life to our national fabric. There is also 

. a clear national interest in seeing that the children wit.h 
parents on AFDC grow up as healthy and product.ive citizens. 

Clearly, the States must have·a'far greater role in devising new 
ways to move people from welfare to work. The challe~ge is to 
combine enhanced State flexibility and responsibility ,in a way
that is likely to fulfill the three 'conditions mentioned by the 
Governors in their testimony: 1) children ·must be protected; (2) 
States must be proteeted during periods of economic distress; and 
3) t.here must be some national standards. 

The Governors urge that such standards must not be "overly
prescriptive." I agree .. But .in regard to such standards and in 
several other respects relating to a rebalanced partnership, I 
believe ,there are several areas of significant concern about the 
Governors' p~oposals. 

- more 
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1. EVen by the standards of the .most recent recession, the 
contingency fund proposal by the Governors is likely to be 
woefully inadequate. ,We ~ant a partnership that protects states 
and families from the ups and downs of national and regional
recessions. During the 1990 to 1992recessionary period, federal 
AFDC funding increased $6 billion over the 1989 level. The 
additional amount expended in those three years was double the 
amount the Governors' plan propos~s for the.contingency fund·over 
sev~n years. 

2. Because of the way the Governors have crafted the provisions 
.on 	maintenance of effort of State funds and ability of States to 
transfer Federal dollars among different functions, the result 
could be a f~r larger proportion of Federal as compared with 
State dollars, a substitution of Federal dollars for State monies 
including in child care, and overall far fewer dollars available 
to implement welfare reform. Welfare reform must be driven by
moving people off of welfare int.o work. Spending dollars nOlll on 
that effort can save monies in the long run and when that occurs, 
the Federal treasury should share in such savings with the 
States. During this period of reform, the issue is not who is· 
more compassionate. It is a matter of accountability for using 
effectively the tax dollars allocated to States for the purpose 
of welfare reform. 

3. In regard to St.at.e accountability, there 1s a broad reference 
in the Governors' proposal to fair and· equitable treatment of. 
families receiving assistance. More work is necessary to ensure· 
that the provisions are enforceable and that. t.here are procedural
safeguardS for families seeking assistance. 

4 .. Under current law, families receiving AFDe are assured of 
receiving Medicaid. Under the Governors' plan, a substantial 
number of present welfare recipients could lose their Medicaid 
coverage. It. makes no sense to force more families with children 
int.o the ranks of the uninsured when we know that health care 
coverage is one of the major barriers to moving from welfare to 

. 1II0rk. 

5. The opt.ional food st.amp block grant threatens to undermine 
the food stamp program as a safety net for children. Moreover, 
the Governors' agreement accepts massive cuts in.the food st.amp 
program, which have a disproportionate impact on children who 
receive over half t.he benefits from the program. 

- more 

.. 
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There is also' a need to review the performance bonus, child care, 
child welfare, SS! and benefits for legal immigrants. 

These problems are not insoluble. With good will, finding an 

appropriate new balanced is achievable. 


We need to rebalance the partnership between the Federal and 
State governments--that is very clear. The States must have far 
larger responsibility. That responsibility must also be blended 
with a reasonable measure of accountability because the national 
interest is also clear to break the cycle of dependency anda_ 

births out of wedlock and to help the children in the welfare 

system not by punishing them but moving their parents from 

welfare to work. 


If the search is for a political issue, then the outlook is 
, indeed dismal .. 

But if the. search is for a new st'ructure that reflects sound 

policy, the outlook is more promising. 


I am convinced from my almost ten years of work on this issue, 
and from discussions over the years i~ my District, that there is 
a mainstream on welfare reform. . 

It is time, indeed past time, for that mainstream to get its act 
together and work out its differences. 

- 30 
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July 1, 1993 

MEMORANDUM 

TO: \Afruce Reed 

Mary Jo Bane 

David Ellwood 

Jerry Klepner 

Wendell Primus 

Rich Tarplin 


FROM: Rich Hobbie 

SUBJECT: Materials distributed to Subcommittee Democrats before 
July 1, 1993 meeting at DHHS 

Attached are. the materials Mr. Ford distributed to the 
Democrats on the Subcommittee on Human Resources before the 
meeting with you this morning. I look forward to further 
discussions with you. 

Attachments 
RH/dj 
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FOR HOW LONG DO INDIVIDUALS RECEIVE WELFARE? 
IS WORK THE WAY TO ESCAPE WELFARE? 

Background 

.Studies done. in the 1980s on the length of time that 
families are enrolled in theAFOC program have led to concerns 
about long-term welfare receipt and lack of work effort. Indeed, 
a central element of President Clinton's pledge to "end welfare 
as we know ,it" is to place a 2-year time-limit on the receipt of 
AFOC benefits. He has stated that welfare should be a short-term 
support, "not a way of life." ' 

The findings from the 1980's studies were summarized by the 
popular press as showing that a ,significant minority of those who 
ever receive AFOC are on the rolls continuously for 8 or more 
years. Further, a majority of those who are on the rolls at a 
point in time are in the midst of a continuous spell that will 
last '8 or more years. Finally, the studies estimated that only
21 percent of welfare exits were due to work by the female head 
of the family. 

, However, these studies used annual, not monthly, data on the 
receipt of AFDC. That is, they counted an individual as . ' 
receiving AFOC for the year if the individual received at least 
$250 of AFOC benefits in the year (the equivalent of one month of 

,the maximum AFOC grant in a high benefit state). Thus, families 
. who received AFOC for one month in a year were treated the same 
by the studies as families receiving AFOC all twelve months. 

. While .these studies are useful in defining the extent to 
which individuals with various characteristics viII have a 
long~term versus short-term relationship with the AFDC prograa,
they are not as useful for understanding month-.to-month turnover 
in the AFDC caseload, and the degree to which welfare families 
follow periods of welfare with periods of work. 

Indeed, while findings from a n~w study, using 'monthly data 
do not change the general findings of the 1980's studIes, they . 
show that .the earlier studies underestimate movement on and off 
the AFOC program and overestimate long-term, continuous receipt
of welfare. Further, the new findings estimate that many more 

. welfare exits are due to work. However, families who leave 
welfare to work ,are highly likely to return. 

LENGTH OF TIME ON WELFARE 

The Bane/EllwoOd Studies of the 1980s 

Individual "sp'ells" of AFDC receipt.-- A 1983 study of AFDC 
families found that although most "spells" of AFOC are relativelyc, short, most individuals enrolled in the program at any point in 
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time are in the midst of spells that will last at least 8 years. 
The study reported that 50 percent of those who ever receive AFDC 
had spells that lasted less than 2 years and 62 percent lasted 
less than 4 years. At the same time, the study reported that 50 
percent of the persons enrolled at a point in time were in the 
midst of very long epIsodes (8 or more years) of ArDC receipt, 
and such long-term recipients used most the resources of the 
program. See table 1. . 

Multiple ·spells" of AFDC receipt.-- The 1983 study was 

updated in 1986 by Ellwood, because it underst·ated long-term 


. welfare receipt by neglecting to ~ake into account how common are 
multiple spells of welfare· receipt. Accounting for multiple 
spells alters the distribution of total expected time on welfare, 
as table 2 illustrates. Based on these data, while a significant 
percent of all persons on welfare will be enrolled for less than 
2 years (30 percent) .or less than 4. years (50 percent), a 
majority of persons enrolled in AFDC at a point in time are in 
the midst of what will be long periods of welfare receipt (65
percent). . 

The 1993 PavettiStudy 

A recent study compares the findings of the 1983 
Bane/Ellwood study with findings from monthly data. Table 3 
displays the findings, and indicates that 70 percent of all. 
recipients who begin a spell of welfare. will have spells that 
last for 2 or fewer years. Only 8 percent of recipients who 
begin a spell of welfare receipt will have a spell that wIll last 
for more than 8 years. While these data do not take Into account 
multIple spells of AFDC receipt (as did the 1986 Ellwood study), 

. they do show significantly more turnover with in the caseload, 
and less reliance on welfare. 

ESCAPING WELFARE ' 

What events help families leave welfare? To what extent do 

welfare families leave welfare for work? . 


The 1983 study looked at which events provide the 

explanation for endings of AFDC receipt, and found that the most 


. common route out of AFDC is a change in family structure. Some 
46 percent of ·endings occurred this way- 35 percent when a 
female head became a wife, and 11 percent when the household no 
longer contained a child under 18 •. Only 21 percent of endings 
were d~e to greater earnings by the female family head. 

However, the Pavetti study indicates that 46 percent of 
exits from the AFDC program occur because of work, rather than 
the 21 percent estimated by the 1983 study. Pav~tti maintains 
that most of the difference in the estimates is caused by the use . 
of monthly versus annual data. The monthly data capture more 
exits from AFDC, many of which are dileto work. However, the 



Pavettidata show that 'by the end of 5 years, about two-thirds ot 
all women who leave AFDC for work return to the AFDC program. ' 
Although many welfare women leave welfare for work, work is not 
very successful as a permanent escape from welfare. 

Note: Much of the discussion on study findings is abstracted 
from a draft copy of the 1993 edition of the Green Book. 



Table 1 

DISTRIBUTION OF LENGTH OF TIME ON AFDC 
(in percent) 

Expected time Persons beginning Persons on AFOC at 
onAFDC . a period of AFOC receipt a point in time . 

1 to 2 years 

3 to 4 years 

5 to 7 years 


8 or more years 


TOTAL 


1983 Bane/Ellwood Study 

48 
14 
20 
17 

100 

14 
10. 
25 
50 

100 



Table 2 

DISTRIBUTION OF LENGTH OF T1ME ON AFDC 
(in percent) 

Expected time . Persons beginning Persons on AFOC at 
on AFDC a period of AFOC receipt a point in time 

.1 t02 years 

3 to 4 years 


·5 to 7 years 

8 or more years 


TOTAL 


1 to 2 years 

3 to 4 years 

5 to 7 years 


8 or more years 


TOTAL 


1983 Bane/ElwoodStudy 

48 
14 
20 
17 

100 

1986 Elwood Study 

30 
20 
19 
30, 

100 

14 

10 

25 

50 


100 

.7 
11 
17 
65 

100 .. 



Table 3 

DISTRIBUTION OF LENGTH OF TIME ON AFDC 
(in percent) 

Expected time Persons beginning Persons on AFDC at 
onAFDC . a period of AFDC receipt a point in time 

1 to 2 years 

3 to 4 years 

5 to 7 years 


8 or more years 


TOTAL 

1 to 2 years 

3 to 4 years 

5 t07 years 


. 8 or more years 


. TOTAL 

. 1983 Bane/Elwood Study 

48 
14 
20 
17 

100 

1993 Pavetti Study 

70 
14 
7 
§ 

100 

14 
10 
25 
50 

100 

21 
20 
17 
43 

100 



RECENT SUBCOMMITTEE OVERSIGHT ACTIVITIES RELATING TO 
THE AFDC AND JOBS PROGRAMS 

During the first session of the l02d Congress, the 
Subcommittee on Human Resources held an oversight hearing at 
which it reviewed selected issues relating to the AFDC and JOBS 
programs, including: State fiscal pr~blems and rising AFDC 
caseloads; the impact of HHS' s "20-hour" participation rule on 
the ·JOBS program and' other major concerns regarding the 

. implementation of the JOBS program; State usage of entitlement 
funding for child care under the AFDCprogrami and 
self-employment initiatives for AFDC recipients. 

In 1992, the Subcommittee continued its review of these and 
other.selected issues relating to the AFDC and JOBS programs, and 
held two hearings (described below) reviewing education, training 
and service.programs that target disadvantaged teens and 
reviewing the JOBS program in Chicago, Illinois. 

I~ response to. these oversight activities, . the Subcommittee 
approved amendments to the JOBS and AFDC programs on June 18, 
1992 •. These amendments were approved by the Committee as part.of 
H.R. 11, the Revenue Act of 1992, which was vetoed by President 
Bush on November 5, 1992. Most of these AFDC and JOBS amendments 
have not been included in this year's budget reconciliation bill, 
because the Administration prefers to consider them in the . 
context of welfare reform • 

. The major .AFDC and JOBS provisions in the conference 

agreement on H.R. 11 would have: (1) allowed States to exclude 

certain investment-oriented assets from the resource limit 

applicable to AFDC recipient families;(2l liberalized the 

treatment of income and resources related to microenterprisesi

(3) required states to disregard from income (and, under 

conditions determined by the state, from resources) the earnings 

of, any child either applying for or receiving .AFDC who is a 

student; (4) required the General Accounting Office to develop a 


. methodology for determining use of the transitional child care 
program, allowed States to waive the requirement that a family
contribute to the cost of transitional child care if the family 
is at or below poverty, and required States to conduct more 
outreach and allowed states to establish automatic eligibility
procedures regarding transitional child care; (5) temporarily 
increased the Federal matching rates and funding caps for the 
JOBS program; (6) revised the definition of participation under 
the JOBS program to ensure that individuals who are enrolled in 
degree programs offered by an institution of higher education 
(and other programs requiring significant classroom preparation) 

receive credit for classroom preparation; (7) required'the HHS 

Secretary to prepare an annual report on welfare receipt in the 




united States; and (8) required the Secretaries of HHS and 
Agriculture to jointly report on differences in rules under the 
AFDC, food stamp and medicaid programs. 

1. Hearing on Education, Training and Service Programs that 
Target Disadvantaged Teens 

While only a small portion of new entrants to the AFDC 
program are teen parents, individuals who begin to receive AFDC 
as a teen parent have longer than average stays on welfare. As a 
result, a large portion of AFDC recipients at any point in time 
consists of individuals who began receiving AFDC as a teen 
parent. Activities under the JOBS program are targeted at AFDC 
recipients who are likely to be on.welfare for long periods of 
time., a group which includes teen parents who have dropped out of 
school. 

At the March 6, 1992 hearing, three research organizations 
presented evidence of the effectiveness of four programs that are 
designed to address the problems of disadvantaged teens. The 
programs have been or are being evaluated scientifically,
comparing treatment and control groups. These programs include 
the Summer Training and Employment (STEP) program; the' 
Demonstration of Innovative Approaches to Reduce Long-Term AFDC 
Dependency Among Teenage Parents (Teen Parent.demonstration); the 
New Chance demonstration; and the Learning, Earning and Parenting
(LEAP) program. . 

a. The STEP Program 

The STEP program is a summer program directed at low-income 
14 and 15 year olds who are at risk of dropping out of school. 
The program is designed to reduce school dropout rates'by 
reducing school failure and early parenting. Public/Private 
Ventures testified that the short term. results of the program 
were overwhelming positive, for every cohort, gender group, and 
ethnic group. Long-term results were disappointing, however, 
showing little effect of the program on educational attainment, 
work, parenting skills, and welfare receipt. The researchers 
concluded that: (1) it is possible to produce improvements in 
reading and math ability and life skills ina short period of 
time; "booster shots can work;" (2) the program was replicated 
successfully with similar results in 100 sites; (3) short term 
programs for these troubled youth cannot produce long-term 
impacts on their own, but need to be reinforcediand (4) larger 
institutional change also is needed to help these youth (for
example, children spend the majority of their time away from 
school, and this "gap" time is not always used productively). 



b. The Teen Parent Demonstrations 

The.demonstration was conducted in three urban areas, and' 
targeted. every new teen parent receiving AFDC. participat'ion was 
required, and AFDC sanctions were established. Intensive 
services were made available, including education, job training,
child care, transportation funds, and workshop sessions on . 
parenting and other life management issues. Case management was 
emphasized. Mathematica Policy Research analyzed program
operations (an impact study is underway), and testified that: 
(1) it is crucial that resources be focused on teen parents early' 
on in their AFDC receipt, given the likelihood that teen parents
will remain on AFDC for many years; (2) programs should be based 
on mutual obligations and responsibilities for both participants
and program staff; (3) the participation requirement was helpful
in bringing teenagers into contact with the opportunities of the 
program, but the requirement was successful only because it was 
supplemented with persistent staff attention to the issues of 
teenagers with attendance problems; (4) teen parents have a need 
for many services, beyond help with educational goals; and the 
role of the case manager was critical to addressing problems; and 
(5) alternatives to traditional educational activities must be 

( developed. 

c. The New Chance Demonstration and LEAP Programs 

The Manpower Demonstration Research corporation (MDRC) is 
evaluating the New Chance demonstration and Ohio's LEAP program.
The New Chance de~onstration, operating at 16 sites, targets hiC)h
school dropout AFDC mothers between the ages of 16 and. 22 • It is 
designed'to enable women to complete their education, acquire 

,work skills and improve emotional and physical wellbeing. 
Services are also provided to address the needs of children, 
including medical services and parenting and child development 
classes. Most services are located at one site. Many of the New 
Chance sites are·linked to the JOBS program in the community. 
The LEAP program was designed by the State of Ohio, and operates
in 88 counties of the State under a Federal waiver. LEAP targets
all preqnant and parenting AFOC teens under the age of20 who do 
not have a high school diploma or GED, and requires the teens to 
enroll in and regularly attend a school leading to a diploma or 
GED. Unlike New Chance, which emphasizes intensive services to 
induce behavioral change, LEAP emphasizes financial incentives. 
Under LEAP, attendance requirements are tied to financial 
incentives and sanctions equal to $62 a month. Child care and' 
transportation assistance is available, and each teen is assigned 
a case manilge,r. MORC drew the following conclusions regarding 
the two approaches based on their research thus far: (1) the tyO 
models can be implemented and are options under, the JOBS program;
(2) most New Chance sites met enrollment goals and over 10,000 



teens have been served by LEAP; (3) welfare agencies and the 

schools in Ohio have worked together successfully to develop 

attendance information and to plan the ,program; (4) the teen 


, parent population on welfare is diverse (for example, women in 
the New Chance demonstration experience a range of obstacles to 
becoming self-sufficient, including homelessness, physical abuse, 
and clinical depression); (5) traditional high school programs' 
may not be suitable for all teens; and (6)mandat.ing 
participation without addressing issues that lead to absenteeism 
likely would be ,ineffective. 

Also at the March 6, 1992 hearing, two state administrators 
discussed teen parent activities in the'JOBS programs of Oregon 
and Maryland. A witness from the state of Maryland testified 
that: (1) Federal policy should allow in-school teens at risk of 
dropping out to participate in the JOBS program; (2) the' , 
"20-hour" rule presents a barrier to certain JOBS activities for 
teens, including external high school diploma and GED programs,
and educational and other opportunities provided through family 
support centers; and (3) private match limitations under the JOBS 
program 'are too restrictive and create barriers to accessing, 
services and programs administered by non-profit agencies. A 
witness from the State of Oregon testified that: (1) teen 
parents should be a focus of attention in welfare and child 
welfare policy (49 percent of families receiving aid in Oregon 
are headed by individuals who are or were teen parents, and 43 
percent of child welfare households are headed by a mother who is 
or was a teen parent); (2) Oregon has invested heavily in its 
JOBS program, emphasized the enrollment of teen parents, and has 
achieved high enrollment rates among teen parents; (3) Oregon has 
built partnerships between agencies and organizations to ensure 

, opportunities for teen parents; (4) staff and agencies emphasize 
positive messages and encouragement to maintain enrollment; (5) 
a State work council has encouraged interagency efforts at the 
local level; (6) local media have highlighted the program and 
helped generate interest; and (7) additional JOBS funding should 
be made available to the States. 

2. Field Bearing on the JOBS Program 

, 'On May 29, 1992, the Human Resources Subcommittee conducted a 

field hearing on the JOBS program. A witness representing the 

Illinois Department of Public Aid testified that' additional JOBS 

funds are needed to meet expanding AFDC case loads. In the first 

year of the JOBS program, the State of Illinois had more 

volunteers than resources, and had to close intake. Thewitness 

emphasized that increased medicaid costs also have reduced the 

ability of the State to fund,needed social services, including 

,the JOBS program. 




with respect to other JOBS issues, the witness noted that: 
(1) preventive services for teen members of AFDC families should 
be counted as JOBS activities, in order to stop intergenerational 
dependence; (2) the "20-hour" rule forces the development of 
employability plans that may not meet the needs of the 
participant, and drives program decisions; and (3) the 
participation mandate for AFDC~UP recipients that goes into 
effect in fiscal year 1994 will require Illinois to redirect half 
of its current JOBS funding to ~wo-parenthouseholds from young 
parents and long-term recipients, and should be revised. 
Further, testimony of the witness indicated that the success·of 
the Family Support Act is hampered by several statutory and 
regulatory requirements, including: the lOO-hour limit on 
employm~nt· for AFDC-UP parents; the work disincentives in the 
welfare payment scheme; the limit on employment expenses; 
marriage disincentives built into the AFDC-UP program; and the 
need.for support of individuals trying to own a business. 

A witness representing the City of Chicago Department of 
Human Services testified that the Governor of Illinois should 
place greater emphasis on job training programs, given the 
reductions made by the State in public assistance benefits. The 
witness mentioned ~hat the State plans to reduce JOBS program 
funding, which will result in fewer funds for the Chicago JOBS 
program, and that any modification to Federal matching rates 
should be made available only to states that maintain current 
funding levels. He also called for emergency anti-recession and 
summer jobs funding. 

A witness from a research and service program testified that 
of those in the JOBS program in Illinois, 57 percent lose their 
first job in the first six moriths, ·and the majority of high· 
school dropouts quit their GED programs before they pass the high 
school equivalence exam. The lesson is that for many long-term 
recipients, leaving welfare is not a one-step event. The witness 
noted that while data show par·ticipants who lose their first job 
have better success in subsequent jobs, over half of the program 
participants who are active in the program for at least three 
years make unsteady or no measurable progress. In. addition, the 
witness reported that many individuals who leave welfar~ under 
the program have not taken what is considered the traditional 
route -- education leading to a·job. For example, many 
participants first need work experience in order to make·a· 
commitment to school. The witness recommended that additional 
activities, such as community volunteer work, be made available 
as entry-Ievei activities under the JOBS program, and that time 
commitments under the JOBS program increase gradually for 
participants • 

. ( 
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.At the hearing, a witness from a private social services 
organization testified that, based on the organization's 
experience running a family support center, the JOBS program is 
hampered by a lack of comprehensive services to address problems 
such as domestic violence and substance abuse. The witness also 
testifiedthat.a lack of affordable training programs in Chicago 
limits the ability of participants to obtain job training, and. 
that the JTPAsystem in Chicago is poorly funded. The witness 
proposed an expanded Fede.ral coromitment of resources for 
comprehensive literacy and educational services, and for. job 
training services. . 

Additional witnesses at the hearing emphasized that 
reductions in funding for the Illinois JOBS program, combined 
with Federal participation rate requirements, including the 
"20-hour" rule, have resulted in a new emphasis on cheaper, less 
intensive services (such as job search) in the State program. . 
This appears to be a departure from the situation during fiscal 

. year 1991, when Illinois and most other States were found by the 
GAO to be targeting JOBS services toward the least job-ready, and 
emphasizing education and training activities (GAO/HRD-93-2). 
Several witnesses ca~led for fuller-funding of the JOBS program
and a recognition in the program that many recipients will 
benefit most from intensive services and a long-term approach. 
One witness presented data.showing that client enthusiasm for the 
Illinois program has diminished, during the same period a waiting 
list was established, supportive services curtailed, and job
search emphasized. TWo witnesses noted that, in order to reduce 
expenditures,.Illinois plans to give primary responsibility for 
the JOBS program to the community college system, and will . 
eliminate caseworkers and .otherstaff. These witnesses expressed 
concerns that these reforms would undermine the. goals of the 
program. 
. The following additional suggestions for Federal legislation 

were made by witnesses at the hearing: provide public service 
employment opportunities for former general assistance 
beneficiaries; provide specialized worker training and services 
for teen parent recipients; expand activities under JOBS that 
count toward the participation rate requirement to include case 
management and counseling for teens; reduce the State matching . 
rate requirement for. transitional child care; repeal regulations 
that establish a limit. on reimbursement rates for child care; 
require States to notify all families who leave welfare about 
transitional child care; include among eligible JOBS participants 
single individuals without children; increase funds for summer 
youth employment; develop transportation systems to' link 
individuals to jobs in the suburbs; expand on-the-job training 
opportunities; and expand job creation and self-help programs. A 
number of possible amendments to Illinois' JOBS program were also 
presented. 
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Summary ot Testimony 

OVERSIGHT HEARING ON TRENDS IN SPENDING AND CASEtOADS 
FOR AFDC AND RELATED PROGRAHS 

During the 1980s, Congress and the Executive Branch worked 
together to enact legislation designed to reduce reliance on.Aid 
to Families with Dependent Children (AFOC) benetits and long-tera
enrollment in the AFDC program. The Family Support Act ot 1988 
included provisions strengthening the entorcement ot child 
support; tunding tor work, education and training opportunities,
and supportive services tor parents, and a requirement that 
States achieve certain levels ot participation in work-related 
activities among able AFDC parents. 

The purpose of the March ,11th hearing was to learn about 
. recent trends in spending and caseloads under the AFDC'and 
related programs, and the impact that these trends are haviD9 on 
implementation ot the recent weltare retora legislation. Malor 
points are highlighted below. . 

Real Spending on the Poor 

Gary Burtless of the Brookings Institution testitied that 
even though the U. S. poverty population increased substantially' 
trom the mid-1970s to the early 19908, real spending on cash 
assistance tor the poor (including the ··elderly, disabled' and 
tamilies with children) actually declined trom the mid-1970. 
until the mid-1980s, and only in 1990 reached the peak levell ot 
1976. (SSI expenditures increased markedly atter 1990.) In 
contrast, real spending on in-kind benetits increased 
substantially. (See Table 1.) 

According to Burtless;two-thirds ot the increase in in-kind 
expenditures is due to spending under the Medicaid program, which 
bas grown throughout the period, but especially rapidly in recent 
years. critics have suggested that the AFDC caseload i. 
primarily responsible tor this program growth. However, the A1DC 
caseload accounts tor a minority (~7 percent) ot Medicaid 
expenditures, and its share has declined since 1975. A majority
and rising portion ot Medicaid program expenditures are devoted 
to the ,elderly, blind 'and disabled. Furthermore, testimony by
Iris Lav; Center tor Budget and Policy Priorities, reterenced a 
study bytbe Kaiser Commission on the Future ot Medicaid, which 
toundthat enrollment growth in the, AFDC program accounted tor 
only a small portion (2 percent) ot the growth in Medicaid 
expenditures between 1988 and 1991. Medical price inflation, and 
growth in utilization and reimbursement, each accounted tor about· 
one-third ot the increase, and growth in enrollment among 

. non-AFOC~ beneficiary categories (especially the elderly and . 
disabled, but also pregnant women and their children) accounted 
for the remainder. (See Table 2.) 
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Benefits and Expenditures Under the AlDC Proqru 

Linda Giannarelli of the Urban Institute testified that real 
monthly benefits under the AFOC proqram declined nationally by 
30 percent from 1975 to 1991 and in almost all States. If 
benefits had kept pace with inflation, the AFOC caseload would be 
8 percent larger today, and the costs of the proqram 40 percent 
higher. (See Table 3.). .. 

These benefit reductions resulted in real spending. declines 
throughout much of the period, despite an increasing caseload. 
During the recent recession, however ,total real spending has 
risen to 1975 levels due to a marked increase in the rate of 
growth of the caseload. 

In recent years, benefits continued to fall in real terms. 
According to Ms. Lav, benefits in 44 States were cut for 1993 or 
did not keep pace with inflation. 

AFDC caseload Increases 

Tom Gabe of the Congressional Researcb Service 

that the single-parent AFDC caseload has increased 


. over the last three and one-balf years. An analysi cte;d 
suggests that most of the increase is attributable to growing
numbers of mother-only families, most especially the rapid growth 
in the number of famIlIes headed by a never-married parent. 

. According to Mr. Gabe, between 1975 and 1981, the number of 
mot.her-only families increased nearly 50 percent, and 60 percent 
of this increase·wa~ attributable to the increasing number of 
divorced mothers. Since 1983, however, the number of mother-only 
famIlies bas Increased 22 percent, but 75 percent of the increas.· 
is attributable to the increasing number of never-married 
.others. Mever-.arried .others, who on average are younger, les. 
well-educated and less likely to receive cbild support than other 
single mothers, . are significantly more likely to receive AFDC. 
In 1992, 50 percent of never-married mothers reported receiving
AFDC, cODpared w~ tb 3 3 per~ent of separated mothers and 
20 percent of divorced mothers. (See Chart 1.)· : 

. By design, Mr. Gabe's analysis looked at the effects of 
specified demographic factors on the caseload, without 
controll~ for any other variables, such as cbanges in the 
economy. The Congressional Budget Office will soon release a 
report to the Committee that studies all of the factors affecting
AFOC caseloadqrowth, including both demographic and econom.ic 
issues. 

http:econom.ic
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Implementation of the JOBS Proqraa 

states have moved forward to implement the Family Support 
Act, but have been hampered by significant State budget deficit 
problems along with rising AFDC caseloads.At the hearing, , 
sid Johnson, Executive Director of the American Public Welfare 

'Association, reported that "States are struggling to meet their 
obligations.

The ability of States to'fund the JOBS program and 
associated supportive services, especially during economic 
downturns, raised concerns about the financing of the remaining
requirements of the Family Support Act and future welfare refor. 
efforts as well •. 

In fiscal year 1992, States drew down only two-thirds of 
available Federal funds for the JOBS welfare-to-work program •. 
Despite this budget environment, States will be required to 
enroll a growing fraction of AFDC parents in the JOBS program,
raising concerns among several witnesses that less-intensive 

) 	 services (such as job search) will replace human capital . 
investments under the program. Jodie Ikvin-Epstein of the Center 
for Law and Social Policy reported that funding limitations 
already have resulted in waiting lists and closed intake in some 
States. 

states are required to guarantee child care,that is 
necessary for an AFDe parent to retain or accept employment, orto participate in State-approved work, education and training , 
activities,. Nancy Ebb of the Children's Defense Fund testified 
that growing demand for guaranteed child care, coupled with stat. 
budget problems, has caused some States to seek to limit child 
care costs, and lawsuits have ,been brought already in 6 States 
challenging certain of such state actions. 

, Ose of transitional child care, which is available to 
welfare parents who leave welfare due to work, baa varied 
markedly among the States and is lower than expected. ' 
Jo Anne Barnhart, former Assistant Secretary, Department of 
Health, and Human Services (HHS), Administration for Children and 
Families, provided some possible explanations, including the ' 
method by which States inform parents about the care; the 
application process; a desire by recipients not to associate with 
the welfare office once they leave welfare; and State actions to 
limit· participation. HHS is reviewing the proqru in several 

. , States. 

http:caseloads.At
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. Table 1 


Public SpendIng on U.S. Programs for the Poor. 196()"199~ 


8J!~ 01 '990 c1oII4{l l_JgeO J985 11m I III laeg Ing 1m 
In<::ome--c:ondItloned transfera 
Cash ull81anct 

AFOC $4.9 $7.7 $16.1 $22.7 $21.8 13>.6 $21.2 $2U 
SSlI AJd to ~ed and dla.abJed 10.1 11.0 10.& 14.' 13.~ 14.4 11.2 22.1 
Earned Income Tax Credit 0.0 0.0 0.0 300 302 . 2.& '.8 U 
AI other c.uh .Id 7.3 U e.e 10.5 '.1 '.1 • .5 to 
Total c.uh u,I"anu 2U 27.1 3&5 so.. 47.' 46.. 12.8 all 

In~nd ...Istanc. 
~Slampl 0.0 0.1 2.0 11.5 15.4 11.5 17.1 217 
Other food end nutrition 1.0 1.0 1.2 a. 7.1 7.4 U 
Housing and energy .Id 0.8 o.t 1.5 4.8 11.5 16.4 '4.5 14.1 

MedIcaid 0.0 1.0 15.7 30.3 41.8 50.3 72.5 96.1 

Other medlCJlaulslanu 3.3 U 5.2 1.4 8.5 7.' 11.1 11.1 

Total In·kJnd anl.lanct 4.8 &7 25.' se.. 84.3 11.4 122.' 154.1 


. Total mean.-ttsted \ran.fert 27.1 34.3 82.1 107.8 132.1 144.0 .175.4 21U 


EclIcatlon and traInIng 
Head Staft 0.0 0.5 1.3 1.2 1.5 1.6 1.t U 
T'~ed federal.1d 10 K·12 . '0.5 OJ 5.' 5.7 7.e 1.5 • .2 U 
tog redutaUon (except GSl) 0.0 OJ 2.0 4.8 8.0 5.1 5.1 to 

Gulllnteed Student.loaM 0.0 0.0 0.0 0.1 2.3 4.3 4.4 U 


ToCaI tdueatJon o.s 1.7 I.. . 12.1 17.1 17.8 1&4 aIl4 

hderal targeted training 0.0 1.3 4.0 7.e 5.0 4.2 15 

Pubrc ..Nice jobs 0.0 0.0' 0.0 0.8 di> 0.0 . 0.0 0.0 

T~I~bor~~etp~nuns 0.0 1.3 4.0 ... 15.' 1.0 4.2 U 

. Total education .nd training o.s U 13.0 20.1 33.1 22.' 22.. 211 

Total spending - An programs 27.8 f7.3 1S.0 128.. 1&5.2 ,.., 198.0 
AI. pe~nt of Qp.p 4.4'Nt 4.N &N 10.1'Nt 1o.8'Mt 11.~ 11"" 

Nob1: IncWas federIJ. $tate. Ind belli fJOV8f'IlITI6I' aAI)S. ."10 ~-' "'4 

Source: . Dr. Guy Burt1ess, 'lb! Brookings Institution. Test.i.n'ony prepared for 
Q:mnittee on Ways ard Means, Sl.ix:x:mnittee on Hunan Resources, 
March 11, 1993 • 
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Table 2 

PERCENT DISTRIBUTION OF MEDICAID EXPENDITURE GROWTH, 
BY FACTOR, 1988-1991 

Enrollment .... 34.1 .10 ••••••••••••••••••• 10 ••••••••••••••••••••••••••••••••••••• II •••••••••••••••• ".... 

Traditional groups 
Aged, blind, and disabled 19.3 . 
AFOC adults and children 1.6 
Other adults and children 2.4 

New groups (pregnant women and children) 10.8 

InfiatioQ 31.0II ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

Hospitallnpatlent 8.0 
NursIng homes 7.3 
Other 15.7 

Utilization and reimbursement above inflation 28.4I' •••••••••••••••••••••• 

Hospitallnpatlent 16.0 
Other 12.4 

Ott1« ...•..•.......•... II 6.5 


Total ••••••..••••.••• ~ •.•.••..••.•.•..•...•....••..•'..•.....•..•...•••...•••.•.••.•••...• 100.0 

Source: The Urban Institute, 1992. 



SUMMARY OF TESTIHONY 

HEARING ON THE BITe AND WELFARE REFORM 


Preslden~ Clinton's budget package includes a major expansion 
of the earned income tax credit, or EITC. In combination with 

, other proposals, the EITe expansion is des'iqned to lift 
low-income workinq tamilies out ot poverty, and also to create an 
economically viable alternative to weltare for sinq1e parents 
with children. 

At the March JOthhearing, Members heard Administration 
officials describe the President'. EITC proposal. Administration 
and state officials, researchers, and other interested parties
discussed the effectiveness of the EITe in reducing povertI' and 
encoura91ng and supportlnq work. FInally, the Admlnlstrat on 
discussed the EITC in the context of other elements it considers 
essential to -overhaulinq the welfare system. 

Many Families Work, Yet Remain Poor 

Administration witnesses testi f ied that the payoff fro. work 
is too low for m~ny American tamilies. According to the 
Administration, five to six million persons live in poor 
households with a 'full-tIme, full-year worker,' and aany alllions 
1I0re live in poor households with a part-time or part-year
worker. Robert Greenstein, Center for Budget and Poliey , 
Priorities, testified that this situation has worsened In recent 
decades because real wages have declined tor low-income faaille•• 

The majority (sixty percel1t) ot ·worklft9 poor- fa.llies with 
children are headed by two parents, and Wendell Priau., . 
representift9 the Departllent of Health and Ruman Services,
testified that these families often lack health insurance 
coverage. Heasted: ·Can we talk of faaily values when two 
parent working fallilies go unprotected froa poverty and medical 
uncertainty?

If work opportunities do not pay well enough to lift faailie. ' 
out of poverty, there are illplications for welfare programs,
according to Mr. Primus. He testified that if one compare.
welfare to work in most states, weltare wins -- unles~ a single 
parent has a job that pays at least $6 to $1 per hour, ,vort.
tull-time, receives full health benefits, and has access to 
inexpensive and satisfactory day care. (See attachment 1.) 

Backqround on the BITe 

In 1975, Congress enacted the BIte to help offset the 
tinancial Impact ot social security taxes on low-income taxpayers
with at least one qualityinq child, and ,to support and encouraqe
york amonq lov-income earners. 'The EITC was expanded 1n 1986 and 
again in 1990. The credit, which is refundable, directly 
offsets. incoJ:e hx liability. Therefore, it the value or the 
credit is greater than a family's tax liability, the tac,ily 



receives the difference as a refund. According to Harvin 
Kosters, American Enterprise Institute, only 10 percent of EITe 
_xpenditures offsets incoMe tax liability. . 

. Up to a point, the EITC grows with earnings. Under current' 
law for 1995, the amount of the credit for tamllle8 with one 
child will equal 23 percent of the first $8,200 of adjUsted gross
incoMe (or, If greater, earned income), b~ at its maxImum trom 
$8,200 to $12,920, and phase out between $12,920 and $24,400 at a 
rate of 16.43 percent. (See attachment 2.) The .axi.um credit 
will equal $1,886. The credit is adjusted only somewhat tor 
family size. Families with two or more children will be eligible
for a credit equal to 25 percent ot the first $8,200, yielding a 
maximum credit ot $2,050. The phase out rate will equal 17.86 
percent (All tigures have been indexed for intlation). . . .' 

Under current law enacted. in 1990, a supplemental young child 
credit i8 available for eligible families with a child under ag.
one,and a health insurance credit also is available to help
families with certain health insurance coverage and out-of-pocket 
premiums for such coverage. 

Aa.inistratlon'. lIte Proposal 

The Administration unveiled its EITC proposal at the hearing.
The EITC would be simplified by eliminating the supplemental 
young child credit and the health insurance credit. In addition, . 
the EITC would be expanded 8ubstantia11I. Amol\9 faaiUe. with 
one child, the value ot the BITe would ncrease ao.t tor tho•• 
faai1ie. at the lower earnings levels. For exaapl., the maxiaua 
credit for I.faally with one child would increase by 12 percent,
but would be available on income beginnift9 at $6,162 (indexed),
rather than $8,200 of income. The value ofth. BIte would 
increase substantially for all eligible faailie. with two or aor. 
children. 'l'be aaximum credit tor a faaill with two oraore 
children would Increase 6' percent, froll $2,052 to $3,462 . 
(indexed). (See attachment 2.) 

For the tlr.t tille, an BITe would be available to certain· 
lov-income workers without children over the age of 21 who are 
not claimed as dependents on another taxpayer's retune TIl. 
credit for these workers would be calculated differently than the 
credit for families with children. (See attachment 2.) 

Iffect of the KITe· 

The Administration testified that the proposed increase in 
the EITe, when combined with other forms of assistance tor 
low-income fa.i1ies, would be1p many families with a full-time 
worker mov.eoutof poverty. The Administration's testimony also 
noted that the expanded EITe, and benefit expansions in the food 
stamp and low-income home energy assistance programs, aid in 
offsetting the impact of the energy tax proposals of the 
President's budget for low-income families. 



Hr. Sessions of the Treasury Department calculated that a 
(our person (amily on food stamps vith a full-time, mini~um vage
worker would not be poor under the Administration'l proposal.
Mr. Primus testified that if the proposal i8 enacted, over 2 
million persons vi11 be removed from povertV, even if no more 
individuals 90 to vork. . 

The Administration assumes that welfare families will vork 
more in response to it8proposal. According to Mr. Primus, the 

. proposal vould increase the return to vork for weleare tallilies 
substantially. He stated that under current lav, a Pennsylvanian 
woman with two children who earns $10,000 a year has but $2,000 
more than a welfare mother vho does not work. Under the 
proposal, the vork advantage would increase to $3,300, or by6S 
percent. . 

Hovever, Mr. Kosters testified that as the EITC is phased 
out, an implicit tax i8 imposed on each additional dollar of 
earned income; thereby creating disincentives to vork for 
famiUes vith incomes in the phase-out range -- $11,300 (indexed) 
to $28,800 (indexed) in 1995 under the Administration'. proposal
for families vith two or more children. . Although Mr. Kosters 
admitted that research has not clarified how tax Incentive. 
actually affect work behavior, he warned that when taten 
together, work in families with lov and aoderateincomes would be 
discouraged and output reduced. ' 

.' , 

Gary Burtless ot the Brookings Institution agreed that the 
lITe ·probably reduces work effort in the aggregat.- -- ' 
increasing work effort for those who currently do not work,
encouraging the work effort ot those with very low incomel, but 
imposing 8,01le work disincentives for those with Incole. In the 
phase~out range. Hovever, he argued that compared with 
alternative way. ot transferring Income to low-and 
moderate-income taallies, work di.incentives are probably ••aller 
with the EITC. Further, unlike public assistance, those who try 
to support themselves receive the benefit. He 8uggested that 
vork disincentive effects be .ini.ieed in any proposal by keeping
the phase-out rate a8 low. a. possible, even it famille. with 
substantially higher incomes receive a credit. .. . , . 

In respons, to a concern that the lITe may reduce vork effort 
among fallilies in the phase-out range, Mr. Primus countered that 
if the credit encourages some Working families to choose family
time instead of some market work, perhaps that was a good social 
outcome. 

The RITe and Welfare Reforll 

The Administration discussed the BITe proposal in the context 
of its plans to reform the welfare system in order to rein(orce
values of "work and family and independence and responsibility.·
According to the Administration, data from the AFDC progra: 
demonstrate that Federal policy is not .... orking to reinforce these 
values: although AFDC benefits have declined alr:ost 40 percent 



since the early 1970s, the number of beneficiaries has risen 
dramat lea 11y In recent years. (See memorandum troll Mr. Matsui 
dated March 24, .1992, which explores this phenomenon). . 

The Administration said that -the· call to end welfare as we 
know it is not a call to stop aldlnq low-income falll11el,· 
rather, the President plans to create an alternative to weltare 
for these tami lies. . The major components of the. refora are to: 

o 	 IIde working pay by expanding the EITC and the targeted
jobs tax credit, by retonlng health care so that 
families are assured of coverage, and by addreslln9 . 
child care needs, .. . 

o 	 improve child support entorcement by lJnplementlng 
numerous retorml, Includlnq paternity establishment at 
the hospital, a centralized clearinghouse, and a larger, 
role tor the Federal governmentl 

o 	 improve training and support by buildin9· on the Fallily 
Support Act and lIaking the JOBS program more effective, 
and ., 

o 	 move people to vort (if Federal pol ieiea -malee it 
teasible for single lIothers to support themselves and 
nurture their families·) by providinq some type of 
public job to weltare recipients after two year •• 

. The Adllinistratlon emphasized that -these are not 
isolated, un'coordinated proposals, rather they fora a 
coherent vhol. whicb muat be considered to<Jetber a. a . 
package,· and noted tbat vhil. State innovations In velfare 
continue, most of tbe State reforms are modest anet so.etiaes 
symbolic. In empbaslzing a need. for bolder action, the 
Administration referred to recent researeb which ha. isolated 
the impact of income poverty on the adjustment of children, 
and hal linked income poverty to a 'range of cbildhood . 
difficulties, Bucb as problems vith cognitive and physical 
development, low achievement, low self estee., and behavioral 
prob1'ems. 
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Attachment 1 

Disposable Income at Various wa~Levels. 
Pamily of Three with Child Care nses· 

.(Pennsylvania - January 1993) 

Disposable 
I.ncane 

( th:::>u..sanCJa) 

14~i----------------------------------------------------------------~ 

12 

10 

8 

6 

4 

·2 

o 

". PWl-t..bae, ful.l~ at gI!Olia ....... of. 

(a) $61hr - $12,480 per year 
(b) ~/br~ $14,560 per year 

.. 

o 2,000 . 4,000 6.000 6.000 7.000 8.000 9.000 10.000 15.00020.000 

Wages ($) 

f- Ne~ Wages - AFDC D Food Stamps I. 

~;ource: .Committee on Ways and Means 

Note: 	 Net wages includes earnings, EITC, Federal and state 
taxes, and work expenses (assumed to equal 10 percent of 
earnings "up to $100 monthly, plus child care costs equal 
to 20 percent of earnings up to $350 monthly for two 



r:.arnC'd Iocomc Tal Credil - 1995 E.stimate 
CurreDt uw lad AdmiaislralioD rroposat 

(bade credil) 

Credil rile 
(pcrctot) 

Minimum 
tocome for 

aurlmum credit 
Muimurn 

(fedil 

Phaseout 
nle 

Cpt rc;e ot) 

PhaSeOUI RlDiC 
BtJiOOUl, Endio, 

tocorne to 00me 

CurreetLaw 
Families witb 

oDediid 2.1.00 1.886 16.0 12,920 24.402'.200 
Iv.o or IOOre cbiJdreD 25.00 . 2,052 . 17.86 12,920 ·24,.02'.200 

6cfmfDistntloD Pro~sll 
Fllnilie$ wit.. -

ODe cb.Dd - 3-4,40 6.162 2.11. 16.16 11,291 . 24,402 
two or IDOre ,biJdreD 39.10 1,130 ',462 19.83 JI,291 28,756 

Worlen without ,biJdreD· 7.65 4.1C. 314 1.65 S.llS 9.243. . 
Source: $uboolNnitlee slarr cakvbIioftS, based On DepartmeDt of lbe Treasul)' testimoDY. 

Credit fOt one CNld (thouMndl) Ctedll rOt two children (thou_and.) 
~O~--------------------~ 

$3~462 • Proposal 

8000 

$2,118 • Proposal 
1000 

1000 

o 10 115 20 o 10 20 2630 


Income tnthcuBcnds 



