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MEMO TO THE PRESIDENT
RE: WELFARE REFORM COST PACKAGES -

We have constructed 2 core options for welfare reform, one which corresponds 10 2 $9.5

- billion financing option, and one which corresponds to @ $12.6 billion option. Table 1 shows
federal cost figures in FY .99 and five year tomls for each option, Tables 2 and 3-provide
fur‘{her information on cach’ opmon icluding federal'and state total costs, and 10 year costs, =~ 7
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Eachable shows costs fohsix componews: .

Measures to simphify,
assigtance.

Both packages tnclude the costs of the core initiatives i paremtal responsibility, transitional
assistance followed by work, and a state option for remesval of the restrictions on benefits ta.
two-parent families. Both packages assume federal-state cost sharing of 80 percent/20
percent. The packages differ primarily in the amounts ihey invest in child care for the
working poor, but there are also differences in demonsteations and in improvements of
government assistance. The primacy decision o made. in assessmg the two packages s hew

- mach o invest in child care for the wo'kzzzg poor. . ,

Parental Respensibility

EZ?S{ZFEHg that both parents take responsibility for the support of their childzen i3 & majz}r goal
of welfare reform. Both packages reflect ner savings from child support enforcement, which
result from investments in systems and staff that gensrale substantial savings.

Both packages also reflect.estimated savings from 2 requirement that minor parents Jive at-
" home, and from 1 state option 1o deny benefit increases when additional children are o
conceived by parents:on welfare. Both these proposals, especially the family cap, are@
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controversial. A decision to remove both of these provisions from the plan smuid increase
the cost of both packages by 3230 million in five year cost.

Transitional Assistance Followed by Work.

The core of our welfare reform plan is the vansformation of the welfare system imo a
systern of transitional assistance followed by work. Both cost packages reflect the plan's
proposals for dramatically increased participation in education, uaining and job placement’

“aerivities during the.first two years of any recipient’s stay”on welfare;” and for the provision
of work siots for those who are unable to obtain unsubsidized jobs hefore hmmg the two ;mar

- limie Hmit. Bmh packages reflect the ttghz dcfcmzi and zxtension proposais in the plan..

Py - r
-

Both packages assume siste implementation in 1996, and both assume that the caseload will
be phased in by enrolling into the new regime all applicants and recipients born after 1971,

This schedule implies that by the year 2000, 46 percent of prajecied welfare recipients absent

reform will be phased in. Of the phased in group, 11 purcent would be off welfare, 25
percent would be working with some form of subsidy, and 35 percent wouid be in a

mandatory education or training program. The final 29 percen: would be in a deferred stawss
due 1o a dizability or because they are caring for a sevevely disabled child or 2 child under 1.

The only difference in this element between the two packages concerns the deferred group.
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Qur poal is to send the signal that everyone has something to contribute, and that something

can be expected even of those in the deferred status.  Suarting with similar objectives,
APWA’s bipartisan task force called for creating a special "JOBS- prep” category for those
who are not immediately subject to the time limit whereby deferred persons would still be
expected to do some things o help themselves or their children. We adopted this idea in
Package 2 and included $350 million to provide some services to and monitor participation

from those recipients who are not ﬁﬁm&dzately subject t0 the time-limit. Package 1 eliminates
the JOBS-prep pragram, and assumes that persons who are deferred incur no adézzzanai costs

relative 1o the current system. -

Child Care for the Working Poor

.

The promise o "make work pay" is 4 major.underiying gremisc of this adminisication’s

approach to welfare reform. With the expansion of the earned income tax credit for working

families and the commitment 10 guarapieed health insurance, the major mzssmg piece of the
make work pay agenda is subsidized ¢hild care for low income famikies.

Most members of the working group and the Cabinet believed that child care for the working

poor was critical to U success of the program. In fotus groups, recipierts indicated thar
concerns with child care ranked second only to fears atout losing health insurance in

deterring them from leaving welfare {or work. Muoreover, there are critical equity problems.

Under any scenario, our proposal would provide child care for those in the JOBS and WORK

programs, and for one year after people leave welfare Jor work. Unless we significantly
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- expandd ¢hild care to the working poor, we will be left with a simation whereby those getiing
welfare or subsidized work would qualify for ¢hild care, while those who have not been on
welfare rccc:zzziy are eligible for very zrtle support, ; X
Extending to working poor familics child care subsidies that are equivalent to those available
to welfare recipients would cost an astimated 83,8 billion more per year above current 1
spending. Neither plan proposes an vrcapped eatilemei to child care for the working poor,
ner does eigier propose a capped entitlement sufficient #o meet estimated needs.  Package |
s7very) modest additional spending for child care for the working poor of $750 million

_ per year When fully phased in, with a federalsshare of $500 million. This would represent an

important expansion from current expzmétmre;s of approximately $1.0 bitlion, but it would
still meet only about 20% of the estimated need. Package 2 includes additional spending of
approximaiely $1.75 billion per year, federal share $1.4 billion. This would be sufficient to
meel about half the estimared child care needs of familics with incomes below 130 ;}ercem of
lhzst poverty Zme .

Removing Restrictions on Benefits for Two-Parent Fumilies

Supporting two-parent farnilies by permitting them to ro:eive benefits under the same rules as
single parent families is an importamt signal about the intporance of both parents in our.
approach to welfare reform. Ideslly we would like to legisiate an end o all provisions which
treat two-parent families in g diseriminatory fashion nationwide. Requiring al! states 10 adopt
such provisioas would cost the federal government at least $830 millior over 5 years and
states would be required to pay an additionzl $675 million.

Becanse of the cost and 10 keep unfundad state mandates to a mindmum, we chose instead o
give states the option to' remove all or a part of the curtent two-parent restrictions rather than
requiring them to do so. Based on our experience with waiver requests, we estimate that
states serving roughly half of e caseload would ke this option.  The federal cost would
be roughly 3495 miltion. The packages 4o not differ in this elemeni. ..

)

Special Initiatives . ' ' , -

£ -
g

One of the most important lessons of the past decade is that welfare reform must be an on-
going leamning process. Many of the elements we propose for our curvent plan were ried on
a smaller scale inttially. In five critical areas, we propose momey for special initiatives and
demonstrations which seern likely to point the way for furare reforms and innovations.
These melude: ‘
Teen Pregnancy and Prevention Grants--These monies would go to furd a series of efforts in
the schouls to reduce teen pregnancy, including mentoring programs, private partnerships,
comprehensive community support programs, and other demonstrations designed 1o rcdzzc:f:
taen pregnancy and reverse the alanming incresse in our-of-wedlock childbearing.
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Proponents note that if we cannot find strategies which help prevent children from having

children, we will never really solve the welfare problem. Skeptzcs point out that we don't

have many proven solutions. Hence, the focus on special inidatives and demonstrations. -
‘ (Paciczage 1: $200 miilion; Package 2: $200 million}

- Non-Custodial Parent JOBS/WORK Progroms--Logically vv}zatexer we ex;xzcr of mothers. we:
ought also 10 expeet of fathers. Some very small scale programs are now l:za:mg tried
whereby men who are unable or unwilling to pay child support are placed in rraining or work
programs, These programs seem 10 both "smoke-out” some men who really can pay as wﬁll

. as give an opportunity to young mea to take some responsibility.  Unfortunately these =3
programs have not been tried at any real scale to date. And our experience with existing ~
work and training programs for young men generally {versus fathers specificatly) has.shown
very few payoffs.  But there is reason to believe progrems for voung fathers, with the
carrots and sticks that ¢hild suppon can offer, could be much more successful,

(Package 1: 3130 miilion; Package 2: $39{} mxllzﬁﬁ}

»

Access Granis and Parenting Demonstrations--Toa ofter the role of non-custodial parents is
negligible both in nurturing and providing for their children. Our policies will significandy

+  imcrease the responsibilities of absent parents to provide financial support for their children.
But too listle has been done to encourage non-custodial parents to play a more positive role ip
raising and nurturing their children. These momies would be dcsigmé 10 explore a series of
strategies o enhance positive access and parenting skills in parents living apart from their
children. {(Package 1: $30 million; Package Z; 570 millian}

Child Support Enforcemen! ami Assurance (CSEAJ--Support from two parents is needed 1o !
adequately provide for a child. But often the state fails o collect money that is owed, or the
absent parent is unemployed or underemnployed and in 3 poor position to provide support.
CSEA would guarantee some mininmum level of child support to children for whom awards
are in place. CSEA payments would be deducted dollar for dollar against weifare payments,
. but would be retained when someone wenl to work, serving as a work incentive.  Proponents
argue this will increase child support awards, increase veork, reduce welfare use, and reduce
child poverty.  Critics worry that it will be seert as welfare by apother name, and ¢could lead
o less pressure 10 ¢ollect child support. (Package 1@ $1.2C million; Package 2: $290 milifen) |~
Individual Development Accounts (IDA) and Micrpenterprise Projects--In the long run,
families which build assets and equity are in 2 far beuer position to achieve real
independence. Both IDIAs and microenterprise programs are seen 85 powetful tools for
stimulating savings and job creation among the poor. IDAs encourage savings by providing
" a match for every dollar saved. Microenterprise programs help welfare recipients and others
o start their own businesses. Supparts see these as sending a clear rewards for everyone -
accumulate and join the mainsteeam. Crities wonder atout the cost of subsidizing [DAs and
about the mumber of welfare recipients who really coull succeed a3 entrepreneurs.
{Package 1: $60 million; Package 2: $145 miliion)

Each inftiative has strong support among some member: of the working group. The two !
packages differ in their level of suppon for each of thewe imtiatives. Package 1 allocates
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$540 million over § years, while Package 2 allocates §1.1 billion. Note that even at $1.1
billion, the proposals are still much more modest than nost proponents would like.

Improving Government Assistance | *

, The plan envisions a variety of initiatives to coordinate und simplify the system zizmugh
- which government assistance js delivered, to improve the incentives for work and savings, to
manage the syslem through performance measures, and to rmprove accoumability and
. program integrity. Most of these initiatives can be done without legislation, and most of
e either cost nothing or generate savings. Because it js difficult 1p.quantify and geL CBO 1o
score savings from these measires, we have not included adminiSirative savings in otzr cost
estEnates. . P

b + e
- * . £

We have, however, included several indtiatives that incur a modest cost. Package 1 includes
the costs of a state option 16 vary the disregards for work and child support in order 10 '
provide bener-incentives to families. Qur experience wath state wajver requests suggests: that
many staies may take advantage of dus option through incentive schemes of relatively modest
costs, Package 2 includes this option, and alse includes an increase of 30 percent in the
fupds available to Puerto Rico and the territories. The henefit cap for Puerto Rico and the
tervitories has been increased only once in 15 years. In addition, package 2 includes the

" costs associated with conforming the AFDC and Food Staraps asset rules, which would
provide a modest incentives for savings by AFDC recipients. ™

Piscussion

These two packages reflect our best assessmerts of how 1o allocaie limited resotirees at two
differenc levels. Other packages clearly could be devised. One could do more in child care
and less in special initiarives in either package. An intermediate aliernative could also be
chosen, Still in the end, the major cost/linancing decisions revolve around child care for the
working poor. We do not belicve that the parental responsibility or the transitional sssistance
programs ¢an be reduced much further while still meeting the commiunent to end "welfare as
we know ir." Th& limited benefit expansions for two-parents and work incentives, which are
in both packages ‘as stale options, send very important signals about work and family. The
demonstrations included in both packages are relatively modest. Thus the most critical
question invoives how much of 2 commitment we should make to working poor child care at
this time. There are both policy and political fmplications of this deciston, which many -
participants in the debate have strong feelings about. We look forward 1o discussing it with
you, .

%
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Note 20 Five Year and Ten Yeur Federal estimales represent 0% of aff expenditures axcept for
the tollovdng: benafits are &l curent match rides, child suppertis malched at rates

specified in the hypothetical plan; and comprebensive demonstrstion grants sre matched at 100%.

Souwrce: HHE/ASPE siaff estimates. These astifnates have bepn sharat With stall vathin MHS and OME bt

have not been officially reviewad by OMEB. The poficies €0 not represent & consensus recommendation
af the Working Group Go-Onhairs. "
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'+ SUMMARY OF COSTS FOR WELFARE REFORM PACKAGES
" (Daffars in Mitons)”
FY {999 5 Year .. 10 Year
PACKAGE 1 COSTS Tutal Total  Federal State Total  Federn) State
PARENTAL RESPONSIBILITY 625y (1,220) (130) {1,090 (B055)  (1.980) (6,075
TRANSITIONAL ASSISTANCE 3,308 [ . 8,170 8,690 14807 25,185 22,030 3155
WORKING POOR CHILD CARE 00 1878 © 1,500 3751 6930 5,545 1,385
TWO PARENT (UF) PROVISIONS g 378 89S 408 Ta00 ] 2,875 1,580 1,298
SPECIAL INITIATIVES *  ° ’ 225 T ees 550 8S 1,836 1,530 300
IMPROVING GOVERNMENT ASSISTANCE 265 635 380 255 ° 2,060 B45 1,218
“ b b : . T
TOTAL COSTS FOR PACKAGE I 44451 10,980 9475 1,505: 30,828 29,550 1,275
' N FY 1999 . § Yeur _ " - 18 Year

PACKAGE 2 COSTS Total |  Total Federal  State |  Total  Federnl State
PARENTAL RESPONSIBILITY @) 0,220 (130)  {L,0S0)] (B,0SS)  (1,980)  (6.075)
TRANSITIONAL ASSISTANEE 34151 8545 6,950 1,555 26,555 33025 3,430
WORKING POOR CHILD CARE | 1875 | 4375 3,500 875 | 14,945 11,955 2,990
TWO PARENT (UP} PROVISIONS], 375 895 495 400 2,875 1,580 1,295
SPECIAL INTTIATIVES L8051 LS 1,095 220 |- 3348 3,228 720
IMPROVING GOVERNMENT ASS [s*rmm 406 | 1,085 665 420 3,28 LE0 1,620
ro*rm,\com*s “ : 5,045 | 14,995 12,615 2,380 | 43,515 39,535 3,990
Note 1. Parentheses denote savings, -
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Prosident™s Table with Full Phaseln in Fy 19926 with Farther Adjastzzents in 1GA, Working Poor
Chiig Care, and Demonstrations; UP Twe Pacent Provision s State Option; Eliminate Iscrease
in Territaries’ LCxp; Conform Asset Rules 1o Food Stamps but no Increase in Limits,

Hate 1 Faszptheses demote ssvings.

Note 2

“Five YWear and Ten Year Fders) estimaten copresent 0% of sl cxperaditures exeept for

zhz: followdng: bonnfits arc & surrent match fulss; ehild support v omached al mizs .
src matched a2t 100%.
staff within HHS and OMB bt

have aot bean sfficially reviewsd by OXMB. The polizies do not represect & consensvs recoammendgstion

spexilizd in the hypothatical plan; and somprehenaive demonstrstion
Soures; HHS/ASPE staff extioates. Thewe estimates have bess sharcd 1d

of the Werking Group Un-Chaic.
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TABLE Package 1 — DETAILED SUMMARY COST EST%M&TES (FEDERAL AND STATE)
OR ELEMINTS OF A WELFARE REFORM FPREOPOSAL
{By fisexd year, io milllons of Joflars)
! 5 Yemr S¥esr 10 Yesr 10 Yeur
: . Total Federal Totsl  Federal
SR PARENTAL RESPONSIBILTTY " o
Missr Mathers  © o (89 £30) @l @
No Addiionst Bm@ﬁu far Additional Ck; dren (660 £238) {2,150} T (819
Child ﬁz.zypon Erlsrecment -
Pateenily Extsblishment Nog} _ £535) {85 (2.880) {200)
Enforcaeent (Nat} - . . {40%; {1 {47003, (1,555
Compuater Costy - Tt 458 - 3N L1088 g7 -
. SUBTOTAL, ?&RENT&L RESI"K}Z*?SI BILITY {1,220 {1364 '{8,655) € 9‘81}} -
TM&S*TION% ASSISTANCE FOLLOWED BY WORK -
JORS-Prep - 8 6] T g o oo
Addzzwm! JDB& Spcn(img : . 2870 28517 1 5890 -
Addiional Thid Care iz JOBS ‘ 2,016 itii%} 4910 3930
WORK Brogres - 1,560 1,335 11,450 3,190
Adgitional Child Care for WORK b 760 810 5,240 3,190
Savings fram Child Care and Other Expansion ¢ £18%) {104} {1 484} 2135
Tronsitional Child Care 585 445 2,565 2,080
Enhanced Tean Case Munasgamont 210 170 585 1 475
Sevings - Catelosd Redustion 3903 sy sy 340
ADP Feders! and State Systeme/Admie Bfficicncy . &80 345 B2S 564
SUBTOTAL, JOBMWORK 3370 $,600 28,188 12438
SUBTOTAL, JORS/WORK AND PARENTAL RESP 6,950 6,560 L1301 20,088
WORKING ?{}OR CRILD CARE (Capped st 3908 million '
in nel speading). 1,875 1,500 &,930 5,543
REM{}VR TWC PARERT {UP) RESTRICTIONS - E35 495 1R75 1,589
Lompratieasive Gty 200 200 350 350
Non-Custwadial Parest JOBS/WORE Programs 1% 130 815 655
Access Grants ead Parenting Demensirations 36 ac 78 50
Child Support Assuraase Projesis 150 120 315 338
DA snd Miccoenterprise Projeets - rit] 1% 5 140
SUBTQOTAL SPECIAL SNITIATIVES 876 438 1,830 1,538
IMPROVIRG GOVERNMENT ASSISTANCE (IGA) ,
Siate Plonibility on Bamcd lncoms -
and Child Suppors Disrepards ¥ty ~. 3es 2,235 856
Genersliy Conform (bul sot Increaic) .
) Azsors to Food Stumps & G +] O
All Othere {75 {5} (1653 - {3
SUBTOTAL ICA 435 388 2,060 §45
LEAND TOTAL § 14,925 9,430 35,825 29,550
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l TABLE Packxgc: Z - BETAILED SUMMARY COST KSTIMA’?BS FEDRERAL AND §1 ATE}
FOR ELEMENTS OF A WELFAZ%E REFGRM PROPOSAL
N (By ficeal year, in milBon: of dodiurs)
X Year 5 Year 10 Year 15 Year
. Totaf Federat Tokal ¥axderal
PEARESTALURESFORSIBILYTY -
Minor Mothers 3 @8 & £210) {85
Na Addiional Beoghits for Additiom) Childmomn > - (6460; 326 - 12,1503 (8543
Child Soppert Eaforvament L -
Paternity Bstablishonent (Net) . ) {535) ; 9% (2,085 {an0)
. Enforcement (Netj Coaosy - asw| @0y (1,555)
5w Computer Costs _ 468 370 ¢ 1,088 ¥
o, - SUBTOTAL, PARENTAL RESPONSIBILITY | - __w{z LW - . 3G {8,035} {1,580
Bre - OSN3 PWEY U o ST :
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK - v )
" JOBS. Prop : S © oA camsld 1,376 1.095
w Addiionn] JOBS Spending - - - 1870 2,59% 7,310 5,600
Addigonaf Child Cere for JOBS . 2,014 1810 451061 7 3 93@
“WORK Program . : 1,660 1330 | 1nas0|  sav0
Additionsl Cmid Cars for WGRK TH - &i0 5,240 4100 .
Bgvings from Child Care and Other Brpansion (183} {100 {17480} Y333
Transitionzl Chitd Care ‘ 585 aas | 2568 2,050
#Eohaneod Teen Case Maonagoment . 316 170 598 473
Bavings « Cascload Reduction . {3903 {25 (6,070 (3,340
ATIP Foders] and Stale Sysuens/Admin Bfficioney ’ . £50 hELY 525 660
SUBTOTAL, JOBS/WORK 8,545 6990 | 2638551 13,135
SUBTOTAL, JOBS/WORK AND P‘ARZINI‘AL RESP 1335 6,560 15,580 1 21,148
WORKING POOR CHILD CARE (Capped at $1.9 billion
_in net spending). ) 4,378 . 3,500 14,948 14,955
REM&YE TWE PARERT {UP) RESTRICTIONS 835 43% 2875 %,SSG
Comprehensive Grants 200 " 200 ase 350
Noa-Custodinl Parent JOBS/WORXK Progrrms 490 3% 2,000 1,600
Acomis Traots and Pereuting Demonstestians ) .8 0 184 145
Child Support Assurance Projoots 350 293 354 s
30A and Microsntorpose Projocts : 180 145 A0 313
SUBTOTAL SPECIAL INITIATIVES . 1315 1,098 3,945 3,225
IMPROVING GOVERNMENT ASSISTANCE {1GA)
Slate Flexibility on Barmed Income .
gnd Chiid Sappars Disregerds . ‘ 710 385 2,228 g5
Generally Conform Asses 1w Food Stsmps e ] 1 885 244
Iwrenss Terdtories” Cap: 3] iRs 533 &35
Al Oehers . . {75} 3% {16¥) (5}
SURTOTAL IGA . 1,685 ’ 468 3,250 1,628 -
GRAND TOTAIL - 14,998 12415 43,518 39,825

President’s Tahle with Full Phase-ln In PY 1996 with Adiastments in 1GA, ?s‘wkuzg foor Chzid Care,
Demonstragons; UP Parend Provicion 4z State Opiion,

New {1 Pearonthasss denote savings, :
Nolz 20 Five Year and Ten Year Pedersl estimates. roprmseed 80% of all cxpenditures cxeept for -
the feliswing: benzhily ke of currant sach mizg; shild support i maizhed at rsias
specifind in the hypotheiical plan; and comguehensive demonstost: v grants as matehad at 100%.
Sourre;: MHSIASPE naff sstunates, Thess estimaws have boon shared with saaff withia HHS and OMB but
have sot boeen affivially reviewed by OMB. The policiss do nol repressnt & consenrue recommengdation
of the Working Group Co-Chairs.
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