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THE WHITE HOUSE
WASHINGTON

9305 1 P3: ST

December 2, 1993

MEMORANDUM FOR THE PRESIDENT

FROM: Bruce Reed
Mary Jo Bane
David Ellwood
THROUGH: Carol Rasco( )R,
SUBJECT: Draft Discussion Paper on Welfare Reform

The attached document outlines draft proposals developed by the Welfare Reform
Working Group. This draft describes the basic direction and lays out Key
proposals. We believe it charts a beld new vision focussed on the values of work
and responsibility.

We have not included specific budgetary costs and offsets. As we noted in our
previous memo, we believe we can find savings and offsets in entitlement
programs to fund the proposed changes. Costs, especially over the first five years,
can be relatively easlly adjusted by varying the speed of phase-in. We are
currently working with OMB, Treasury, and HHS to lay out options for offsets in
phase-in for your consideration over the next few weeks.

At some point in the near future, we will need to discuss the details of these
proposals with key members of Congress and Governors, We have already had
numerous exploratory meetings, but nltimately the specifics are what must be
discussed. With a select few, we would like to actually share all or parts of the
draft discussion paper. With most, we would like to begin orally vetting specific
ideas and options.

We would like a signal from you as to whether you're comiortable encugh with our
basgic direction before we begin the more detalled consultation process. You don't
have to decide any of the major questions now. We'll make clear that no decisions
have been made, and many things are still on the table. But you should kpow
that to get the feedback we need from our lkely allies on this tssue, we will have
to run ihe risk that some detayls may leak ount,

We woukd be happy to meet with you at this stage if you desire. In the coming
weeks, we will provide you with detalled decision memos on the key unresoived
issues alluded to in this document, with a detailed list of pros and cons. We will
also provide a detailed memo on c¢osts and phase~in options.
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DRAFT DISCUSSION PAPER
HIGHLIGHTS

This paper discusses ideas and options for a plan which fulfills the President’s pledge 1o end welfare
as we know it by reinforcing traditional values of work, family, opportunity and responsibility. None
of these options has been approved by the President, and the paper is designed to stimulate
discussion~-not indicate Administration positions. Key features in this plan are:

*

Prevention. A prevention strategy designed to reduce poverty and welfare use by reducing
;een pregnancy, promoting responsible parenting, and encouraging and supporting two-parent
amities,

Suppor: for Working Families with the EITC, Health Reform and Child Care,  Advance
paymeunt of the EITC and enactment of health reform to ensure that working famities are not
poer or medically insecure. Child care both for the working poor and for families in work,
education or training as part of public assistance.

Promoiing Seif-Sufficiency Through Access so Education and Training. Making the JOBS
program from the Famity Support Act the core of cash assistance. Changing the culwre
within welfare offices from one of enforcing seemingly endless eligibility and payment rules
to one focused on helping peopie achieve seif-support and find jobs in the private sector.
Involving able-bodied recipients in the education, training and empluyment activities they need
to move oward independence, Using a social contract which spells out what their
responsibilities are and what government will do in return,  Greater Federal funding for the
JOBS program and a reduced State match rate,

Time-limited Welfare Followed By Work. Converting cash assistance to a system with two-
year time limits for those able to work. People still unable to find work afler two years
would be supported via non-displacing community service jobs-—-not weifare.

Child Support. Dramatic improvements in the child support enforcement system designed 1o
significantly reduce the $34 biflion annual child support coliection gap, to ensure that children
can count on support from both parents and to reduce public benefit costs.

Noncustodial Paremts. Taking steps to increase economic opportunities for neady
noncustodial parents expected (o pay child support and 10 help them become more involved in
parenting their children, :

Simplifying Public Assistance. Significam simplification and coordination of public assistance
programs,

Increased Stare Flexibility Within a (Tearer Federal Framework. Increasing flexibility over
key poelicy and implementation issues and providing the opportunity for States to adjusi to
tocal needs and conditions within more clearly defined Federal objectives.

Deficir Newrral Funding. Gradual phase-in of the plan, fully funded by offsets and savings.
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INTRODUCTION

THE VALUES OF REFORM:
WORK AND RESPONSIBILITY

Americans share powerful values regarding work and responsibility. We believe work is central to
the strength, independence and pride of American families. Yet our current welfare system seems at
odds with these core values. People who go to work are often worse off than those on welfare,
Instead of giving people access to education, training and employment skills, the welfare system is
driven by numbingiy complex eligibility rules, and staff resources are spent overwheimingly on
eligibility determination, benefit calculations and writing checks, The very culture of welfare offices
often seems 1o create an expectation of dependence rather than independence. Simultancously,
noncustodial parents often provide little or no economic or social support to the children they
parented. And single-parent families sometimes get weifare benefits and other services that are
unavailable to equally poor two-parent families. One wonders what messages this system sends to our
children about the value of hard work and the importance of personal and family responsibility.

This plan calls for a genuine end to welfare as we know it. It builds from the simple values of work
and responsibility. It reshapes the expectations of government and the people it serves. Qur goal is
o move people from welfare 1o work and bolster their efforts to support their families and to
contribute to the economy. One focus is on making work pay-—-by ensuring that people who play by
the rules get access 10 the child care, health insurance and tax credits they need to adequately suppons
their families, The pian also seeks 1 give people access to training for the skills they need to work
in an increasingly competitive labor market. But in return, it expscts responsibility. Noncustodial
parents must support their children. Those on cash assistance cannot collect weifare indefinitely,
Families sometimes need temporary cash support while they struggle past personal tragedy, economic
distocation or individual disadvantage. But no one who can work should receive cash aid indefinitely.
After a time-limited transitional support period, work—not welfars—must be the way in which families
support their children,

These reforms cannot be seen in isolation. The social and ecoromic forces that influence the poor
and the non-poor run deeper than the welfare system. The Administration has undertakens many
closely linked initiatives 1o spur economic growth, improve education, expand opportunity, restose
public safety and rebuild s sense of community: worker training and retraining, educational reform,
Head Start, National Service, health ceform, Empowerment Zones, community development banks,
community policing, violence prevention and more. Welfare reform is a piece of 4 larger whole, It
is an essential piecs,

FROM WELFARE TO WORK

The vision of welfare reform is simple and powerful: we must refocus the system of economic
support from welfare 1o work, However, changing a system that has for decades been focused on
calculating eligibility and welfare payments will be a tall challenge. 51ill, we have aiready mads an
impertant beginning, The Family Support Act of 1988 serves as a bluepring for the future—-a
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foundation on which to build. It charted a course of mutual and reciprocal responsibility for
government and recipients alike.

We recommend five fundamental steps:

L. Prevent the need for welfare in the first place by promoting parental responsibility and
preventing teen pregnancy.

2. Reward people who go to work by making work pay. Families with a full-time worker
should not be poor, and they ought to have the child care and health insurance they need to
provide basic security through work.

3. Promote work and self-support by providing access to education and training, making cash
assistance a transitional, time-limited program, and expecting adults to wark once the time
limit is reached. No one who can work should stay on welfare indefinitely.

4, Strengthen child support enforcement so that noncustadial parents provide support to their
children. Parents should take responsibility for supporting and sucturing their children.
Governments doa't raise children--families do,

5. Reinvent government assistance o reduce administrative bureaucracy, combat feand and
abuse, and give greater State fexibility within a system that has a clear focus on work.

Promote Parental Responsibility and Prevent Teen Pregnancy

If we are going to end fong-term welfare dependency, we must start doing everything we can o
prevent people from going onto welfare in the first place. Teen pregnancy is an enduring tragady.
And the to1al number of children born out of wedlock has more than doubled in the last 15 years, o
1.2 million annually, We are approaching the point when one out of évery three babies in America
will be born to an unwed mother. The poverty rate in families headed by an unmarried mother is
currently 63 percent.

We must find ways to sead the signal that men and women should not become parents until they are
able to nurtare and support their children. We need a prevention strategy that provides better support
for two-parent families and sends clear signals about the impontance of delaying sexual activity and
the nead for responsible parenting, We must intensify our efforts {o reduce teen pregnancy. Families
and communities must work to ensure that real opportunities are available for young people and ©
teach young people that children who have children face tremendous obstacles to self-sufficiency,
Men and women who parent children must know they have responsibilities.

Make Work Pay

Work is at the heart of the entire reform effort. That reguires supporting working families and
ensuring that a welfare recipient is economically better off by taking a job. There are three critical
elements: providing wx credits for the working poor, ensuring access to health insurance and making
child care avaitable.
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We have already expanded the Earned Income Tax Credit (EITC), which was effectively a pay raise
for the working poot. The current EITC makes a $4.25 per hour jub pay the equivalent of $6.00 per
hour for a family with two children. Now, we must also simplify advance payment of the EITC so
that people can receive it periodically during the year, rather than 43 a lump sum ar tax time.

We should guarantee health security w all Americans through heaith reform. Part of the desperaze
need for health reform is that non-working peor families on welfare often have better coverage than
working families. It makes no sense that people who want to work have to fear Josing health
coverage if they leave welfare,

With tax credits and heaith reform in place, the final critical element of making work pay is child
care. We seek to ensure that working poor families have access to the quality ¢hild care they aeed.

We cannot expect single mothers to participate in training o 10 go to work uniess they have child
care for their children.

Provide Access to Education and Training, Impose Time Limits, and Expect Work

The Family Suppart Act provided a new vision of mutual respoasibility and work: governmeat has a
responsibility 1o provide access to the education and training that people need; recipients are expected
1o take advantage of these opportunities and move into work, The legisiation created the Job
Opportunities and Basic Skills (JOBS) program to move people from welfare to work, Unfortunately,
one of the clearest lessons of the site visits and hearings heid by the Working Group is that this vision
is largely unrealized at the ocal level. The current JOBS program serves only a fraction of the
caseload. The primary function of the current welfare offices is still meeting administrative rules
about eligibility, determining welfare benefits and writing checks. We must transform the-cylturs of
the welfare bureaucracy. We don’t need a weifare program built around “income maintenance”; we
need a program built around work.

We envision a system whereby people will be asked to start on a track toward work and independence
immediately. Each recipient will sign a social contract that spells out their obligations and what the
government will do in return. We will expand access to gducation, training and employment
apportunities, and insist on higher participation rates in return. At the end of two years, people still
on welfare wha ¢an work but cannot find a job in the private sector will be offered work in
community service. Communities will use funds w provide non-displacing jobs in the private, non-
profit, and public sectors. They will form partnerships among business leaders, commuanity groups,
organized labor and local government to oversee the work program. The message iy simple:
everybody is expected to move toward work and independence.

Exemptions and exteasions will be limited. The system must be sensitive 1o those who for good
reason cannot work—for example, 2 parent who is needed in the home to care for a disabied child,
But at the same time, we should not exclude anyone from the gpportunity for advancement,
Everyone has something to contribute,

Enforce Child Suppori

Cur current system of child support enforcement is heavily bureaucratic and legalistic. Itis
unpredictable and maddeningly inconsistent for both custodial and noncustodial parents. [t lets many
noncustodial parents off the hook, while frusteating those who do pay, It seems neither to offer

4
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security for children, nor to focus on the difficult problems faced by custodial and noncustodial
parents alike. It typically excuses the fathers of children born out of wedlock from any obligation to

support their children. And the biggest indictment of all is that only a fraction of what couid be
collected is actually paid.

The child support enforcement system must strongly convey the message that bath parents are
responsible for supporting their children. Government can assist parents but cannot be z substitute for
them in meeting those responsibifities. One parent should not be expected to do the work of two.
Through universal paternity establishment and improved child support enforcement, we send an
unambiguous signal that both parems share the responsibility of supporting their children, We
explore strategies for ensuring that single parents can count on regular child support payments. And
we also incorporate policies that acknowledge the struggies of noncustodial parents and the desires of
many to help support and nurture their children. Opportunity and responsibility ought to apply to
both mothers and fathers,

Reinveat Government Assistance

At the core of these ideas is cur commitment to reinventing government. A major problem with the
current welfare system is its enormous complexity, It consists of multiple programs with different
rules and requirements that confuse and frustrate recipients and caseworkers alike. Rtisan
unnecessarily inefficient system. This plan would simplify and streamline rules and requirements
across programs.

Waste, fraud and abuse can more easily arise in 3 system where tax and income support systems are
poorly coordinated, and where cases are not tracked over time or across geographic locations.
Technology now allows us to create a Federal clearinghouse to ensure that people are not coilecting
benefits in multiple programs or locations when they are not entitled to do so. Such 3 clearinghouse
will also allow clearer coordination of the child support enforcement and welfare systems and
determination of which people in which areas seem to have longer or shorter stays on welfare,

Ultimately, the real work of encouraging work and responsibility will happen at the State and local
levels. Thus, the Federal Government must be clearer about broad goals while giving more flexibility
over implementation to Siates and localities. Basic performance measures regarding work and long-
term movements off weifare will be combined with broad participation standards, 5tates wiil then be
sxpected to design programs which work wedl for their situation,

A NEW BEGINNING

Transforming the social welfare system to one focused on work and responsibility will not be easy.
There will be sethbacks. We must guard against unrealistic expectations. A welfare systemt which
gvolved over 30 years will not be transformed gvernight. We must admit that we do not have all the
answers. Bul we must not be deterred from making the boid and decisive actions needed o create a
system that reinforces basic values,
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Three features are designed to ensure that this bold plan is only the eginning of an even larger and
ionger process: *

Figst, we see a major rols for evaluation, technical assistance and information sharing. As one State
or locality finds strategies that work, the lessons ought o be widely known and offered to others.
One of the elements critical 1o this reform effort has been the lessons learned from the careful
evaluations done of earlier programs,

Second, we propose key demonstrations in each of the plan's five areas. In each area, we propose
both a set of policies for immediate implementation and 3 set of demonstrations designed to expiors
ideas for still bolder innovation in the future, In addition, we would encourage States to develop their
own demonstrations, and in some cases we would provide additional Federal resources for these.
Lessorns from past demonstrations have been central 1o both the development of the Family Support
Act and to this plan. They will guide continuing innovation into the future.

Finally, we imend to propose a realistic phase-in strategy, based in part on the [evel of resources
available. ldeally, high participation requirements and time limits would apply first to people newly
entering the system after legistation is enacted, with the rest of the caseload phased in over time.
Some States and communities may choose 1o start sooner than others. This phase-in period will
provide ample opportunity to refine the system as lessons from the early cohorts and States inform
implementation for others.

In the end, this plan embodies a vision which was contained in the Family Support Act. It represents
the next major step. But the journey will not end until work and responsibility enable us to preserve
our children’s future.

We turn now to the spexifics of the plan,
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PROMOTE PARENTAL RESPONSIBILITY
AND PREVENT TEEN PREGNANCY

. A CHANGING THE WELFARE AND CHILD SUPPORT SYSTEMS
B. ENGAGING EVERY SECTOR OF SOCIETY IN PROMOTING RESPONSIBILITY
C. ENCQURAGING RESPONSIBLE FAMILY PLANNING

NEED -~ The best way to end welfare dependency is to eliminate the need for welfare in the first
place. Accomplishing this goal requires not only changing the weifare system, but aiso mvolvmg
every sector of our society in this effort.

Poverty, especially long-term poverty, and welfare dependency are often associated with growing up
in a ong-parent family. Although most single parents do a heroic job of raising their children, the
fact remains that welfare dependency could be significantly reduced if more young people delayed
childbearing until both parents were veady to assume the responsibility of raising children,

Unfortunately, the majority of children born today will spend some time in 2 single-parent family,
Teenage birth rates have been rising since 1986 because the trend toward earlier sexual activity has .
exposed more young women o the risk of pregnancy, Teenage childbearing often leads to school
drop-out, which resulis in the failuce to acquire skills that are needed for success in the labor market,
and this leads to welfare dependency. The majority of teen mothers end up on weifare, and taxpayers
paid about $29 billion in 1991 o assist families begun by a teenager.

STRATEGY — The ethic of parental responsibility is fundamental. No one should briag a child into
the world until he or she is prepared to support and nucture that child. We need to implement
approaches that both require parental responsibility and help individuals to execcise it

To this and, we propose a three-pan strategy. First, we suggest a member of changes 1o the welfgre
and child support enforcement systems to promeote two-parent families and to encourage parental
resporsibility. Some of these options are quite controversial, but we note that they are already being
adopted by a number of States. Second, we seek to send a ciear message of responsibility and
opportunity and to engage other leaders and institutions in this effort. Government has a role o play,
but the massive changes in family life that have occurred over the past few decades cannot be dealt
with by government alone. We must not oaly emphasize responsibility; we mast break the cycle of
poverty and provide 3 more hopeful fisture in low-income communities, Third and finally, we need
to encourage responsible family planning.

CHANGING THE WELFARE AND CHILD SUPPORT SYSTEMS

Throughout this draft paper we emphasize the responsibility of bath parents to support their children.
Through an improved child support enforcement system and efforts to achieve universal paternity
establishment, noncusiodial parents will be held accountable for providing greater support to their
children. Mothers receiving cash assistance will become better prepared to. enter the labor force
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through required participation in activities intesded 1o increase their employment and Wmﬂgﬁ
capacity. Through time limits on assistance followed by work, parents will have the incentive to
move toward self»suﬁ%ciency The details of these measures can be found in subsequent sections of
this proposal, but in addition to these steps, we nead to change the welfare system to encourage
responsible parenting and support two-parent families.

j are nilies. First, we propose to eliminate the current bias in the welfare system

in which two«parenz fam:h% are subject to much more stringent eligibility rules than single-parent
families. Under current law, two-parent families are ineligible for assistance if the primary wage-
garmer works more than 104 hours per month or has not been employed in six of the previous thirteen:
quarters. In addition, States are given the option to provide only six months of benefits per year to
iwo-parent families, whereas single-pareat families must be provides benefits continuously, These
disparities would be eliminated,

: ve at Home. Second, we propose requiring that minor pareats live in a household
with 2 r&swmble ac!utz zzreferably a parent (with certain exceptions~for example, if the minor parent
is married or if there is a danger of abuse to the minor parent). Parental support could then be
included in determining cash assistance eligibility. Current AFDC rules permit minor mothess to be
“aduly caretakers” of their own children. States do have the option uader current law of requiring
minor mothers to reside in their parenis’ household (with certais exceptions), but oaly five States
have exercised this option. This proposal would make that option a requirement for all States, We
believe that having 2 child does not changs the fact that minor mothers nesd nurturing and supervision
themselves and are rarely ready to manage a household or raise children on their ows.

Meutoring by Qlder Welfare Mothers. Third, we propose to allow States to utilize older welfare
mothers 1o mentor at-risk teenagers as part of their community service assignment. This model could
be especially effective in reaching younger recipients because of the credibility, relevance and
personal experience of older welfare recipients who were pnge teen mothers themselves, Ouve recent
focus-group study of young mothers on welfarg found that vintually all of the parems believed it
would have been better to postpone the birth of their first child, Training and experience might be
offered to the most promising candidates for mentoring who are currently receiving welfare besefits,
Demonstrations. Finally, we propose to conduct demonstrations which condition a portion of the
assistance benefit, or provide a bonus, basad on actions by parents and dependent children 1o achieve
seif-sufficiency. These demonstrations would include comprehensive case management focused on all
family members, assisting them to access all services necessary to meet their obligations. The case
management services would take & holistic approach to family neads in striving to prevent
intergenerational dependancy as well as assisting current recipients to get off weifare.

In addition, the foliowing option is under consideration:

Oprion: Allow States the option 1o limit benefit increases when addirional children are conceived by

parenss giready on AFDUC if the State ensures that parenrs have access 1o family planning services.
Non-welfare working families do not receive a pay raise when they have an additiopal child,
even though the tax deduction and the EITC may increase. However, families on welfare
receive additional support because their AFDC benefits increase automaticaily to include the

8
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neads of an additional child, This z;;mon would reinforce parental responsibility by keeping

AFDC benefits constant when a child is conceived while the parent is on weifare, The

message of responsibility would be further sirengthened by permitting the family to earn more

or receive more in child support without penalty as a substitute for the automatic AFDC

benefit increase under current law,

ENGAGING EVERY SECTOR OF SOCIETY IN PROMOTING RESPONSIBILITY

While it is important 1o get the message of the welfare system right, solely changing the welfare
systerm is insufficient as a prevention strategy. For the most pant, the disturbing social trends that
lead to welfare dependency are not caused by the welfare system but reflect a larger shift in societal
mores and values. Individuals, community organizations and other governmental and noa-
governmental institutions must, therefore, all be engaged in sending a balanced messags of
responsibility and opportunity. Many Administeation initiatives already underway are intended to
increase opportunity for children and youth, including Head Start increases, implemensation of family
preservation and support legislation, a major overhaul of Chapter 1, development of School-to-Work
and an expansion of Job Corps. In addition to these building blocks, the following could be adopted
to focus more on children and youth, especially those in high-risk situations:

Community Support. We should challenge all Americans, especially the most fortunate, @ work one-
on-one with at-risk children and adults in disadvantaged neighborhoods, We recommend working
with the Corporation on National and Community Service 1o extead a wide variety of prevestion-
oriented progeams employing volunteers—rather than paid employees—at the neighborhood and
community Jevel, This effort could include programs such as Big Brothers/Big Sisters for at-risk .
children and mentoring for adults at rigk of welfare dependency.

Nath npatgn. ' We propose that the President lead a national zmnpangzz against teen pregnancy,
whu:h sza%va the medis, community organizations, churches and others in a concerted effort
instill respongibility and shape behavior,

Demongirations. We alse propose to conduct demonstrations for local communities to stimulate
neighborbood-based innovation, The purpose of these demonstrations would be o provids
comprehensive services to youth in high-risk neighborhoods which could help change the eavironment
as weil as provide more direct support services for these youth. Efforts (0 coordinate existing
services and programs would provide greater support for at-risk youth, as well as make the best uge
of Federal funds. Communities receiving demonsiration funds would be expected to bring together a
consortium of community organizations, businesses, colleges, religious organizations, schools, and
State and local governments,

W further propose to conduct demonstrations that hold schools accountable for early ideatification of
students with attendance and behavioral problems and for referral 1o and cooperation with
comprehensive service programs which address the family as a unit. Early indications of high risk
for teenage childbearing and other risky behaviors, such as substance abuse, include school absence,
academic failure and school behavioral problems, This option would demonstrate the effects of
providing middle schools and high schools with the responsibility and resources pecessary to ideatify
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early warning signs and make referrals to comprehensive servige providers. Schools would be
responsible for appropriate follow-up to ensure that appropriate education or training opportunities are
available 1o these vouth,

ENCOURAGING RESPONSIBLE FAMILY PLANNING

About 35 percent of all births result from unintended pregnancies, and the percentage is much higher
for teen parenis.  Yer, funding for family planning services declined by approximately 60 percent in
constant doilarg over the last decade. This proposal strives to ensure that every potential parem is
given the opportunity to avoid unintended births through responsible family planning.

Health Initiatives. In the Pregident’s health care reform proposal, family planning, including
preseribed contraceptives, is part of the overall benefit package available w all Americans, regardless
of income. However, insurance, while crucial, is not enough. Access and education must be
improved. To this end, funding for Community Health Centers, a major source of primary care
(including family planning and pre-natal care), is expanding. Also, traditional public health efforts
through Title X and the Maternal and Child Health Rlock Grant will continue,

Demonstraions. We would also propose to conduct demonstrations to link family planning and other
critical health care prevention approaches to welfare reform efforts. AFDC mothers overwheimingly
state that they do not want to bear more children untii they can provide for them. This option would
improve knowledge about and access 10 appropriate family planning services for these recipients and
other low-income individuals.

G



DORORIE I, DRAFT--For Diseussion Only
s
MAKE WORK PAY

CHILD CARE FOR WORKING FAMILIES

ADVANCE PAYMENT OF THE EITC

OTHER SUPPORT FOR WORKING FAMILIES
1. Work Should Be Betier than Welfare
2. Demonstrations

OE >

NEED -- Even full-time work can leave a family poor, and the situation has worsened 25 real wages
have declined significantly over the past two decades. In 1974, some 12 percent of fuli-time, full-
year workers earned oo little to keep a family of four out of poverty. By 1992, the figure was 18
percent. Simultaneously, the welfare system sets up a devastating array of barriers 1o people who
receive assistance but want to work. [t penalizes those who work by taking away benefits dollar for
dollar, it imposes arduous reporting requirements for those with earnings, and it prevents saving for
the future with a meager limit on assets. Moreover, working poor farilies often lack adequate
medical protection and face sizable ¢hild care costs. Too often, parents may choose welfare instead
of work to ensure that their children have health insurance and receive child care. 1f our goals are 0
encourage work and independence, to help families who are playing by the rules and fo reduce both
poverty and welfare use, then work must pay.

STRATEGY — Three of the major elements that make work pay are working family tax credits,
health reform and child care. The President has already launched the first two of these. A dramatic
expansion of the Earned Income Tax Credit (EITC) was enacted in the last budget legislation, When
fully implemented, it will have the effect of making a $4.25 per hour job pay nearly $6.00 per hour
for a parent with two of more children. The EITC expansion is a giant step toward ensuring that a
family of four with a full-time worker will no longer be poor. However, we still must find better
ways o deliver the EITC on a timely basis throughout the year, Ensuring thar all Americans can
count on health insurance coverage is essential, and we expect the Health Security Act will be passed
next year.

With the EITC and health reform in place, another major missing element necessary to ensure that
work really does pay is child care.

CHILD CARE FOR WORKING FAMILIES

Child care is critical to the success of weifare reform, It is essential to provide child care support for
parents on cash assistance who will be required to participate in education, training and employment
activities. Child care support is also pivotal for the working poor to enable them to stay in the
workforce, Substantial resources are required to expand the child care supply for both populations
and to strengthen the quality of the care,

The Federal Government subsidizes child care for low-income families through the tide 1V-A
entitiement programs (JOBS Child Care, Transitional Child Care, and At-Risk Child Care) and the
Child Care and Development Block Grant. Middie- and upper-income people benefit from the
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dependent care tax cradit and child care deductions using flexible spending accounts. Because the
dependent care tax credit is not refundable, is paid at the end of the year and is based on money
already spent on child care, it is not now helpful to low-income families.

The weifare reform proposal should have the following goals related to child care: (0 increase
funding so that both those on cash assistance and working families are provided adequate child care
support, to ensure children safe and healthy environments that promote child development, and to
create a more consolidated and simpiified child care system. Cur plan includes the following
strategies to achieve these goals:

Mngm_ly_Amm We propose to continue the current 1V-A entitlement programs for cash
assistance recipients. These programs would automatically expand to accommaoxdate the mcreas&i
demand created by required participation in education, training and work,

e g Families. We also propose significant new fundingfer
Iaw»mwme, workmg fam:l 1es. ’i’he A:«R:sk Chzid {:ara Program, currently 2 capped entitlement
which is avaiiable to serve the working poor, is capped at a very low level and States have difficulty
using it because of the required State match. We propose to expand this entitlement program and to
reduce the barriers which impede States” use of it.

. We would maintain and gradually increase the Block

Gram | aiiwz:;g Statm greater ﬁenhllltym use of the funds 1o strengthes child care quality and to
build the supply of care. However, no families receiving cash assistance would be eligible for
services under this program.

o Bules A A ] ¢ Programs. For all three of the ahove strategies, we would
reqmre Sm to ensure s&amims coverage fcr persons who leave welfare for work. The requirement
for health and safety standards would be made consistent across these programs and would conform to
those standards specified in the Block Granmt program, States will be required to establish sliding fee
scafes. Efforts will be made ro facilitate linkages between Head Stary and child care funding streams
to enhance quality and comprehensive services,

Several questions must be answered in order to complete a child care strategy:

i. How much new investmeny in child care is reasonable? Significant new investments are
essential to ensure that both AFDC families and the working poor can access safe and
affordable care. We need to assess how much expansion of child care for the working poor

can be afforded.

2. Should we reduce further, or eliminare, the State mosch reguirements for child care for the
working poor under the [V-A entitlermnents? The welfare reform initiative will put greater
demands on Stares io ensure child care for those entitled under the Family Support Act,
Reducing or elininating the match rare requirements for providing child care support to the
working poor would provide a strong incentive for States 1o fund child care for families
sranskrioning froms welfare or at risk of entering welfare,
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3 Should we alsa propose making the Dependent Care Tax Credir refundable? This approach
will nos help the lowest-income families who still woudd not have the up-front money 1o pay
Jor child care; therefore, it should only be considered in tandem with other proposals.

Demonstrations. We also propose to create two demonstration programs. One would allow a
specified number of States to use IV-A funds to provide comprehensive services to children in IV-A
child care programs and linkages to Head Start. Since the greatest identified shortage of child cace is
infant care, the second demonstration would focus on increasiog the supply of infant care and
enhancing iis quality in a variety of settings.

ADVANCE PAYMENT OF THE EITC

For the overwhelming majority of psople who receive it, the EITC comes in a lump sum at the end of
the year, People who are working for low pay or who are considering leaving welfare for work must
walt as long as 18 months to see the rewards of their efforts, Many others either fail to submit tax
returns or fail to claim the credit on the remurn.

An essential part of making work pay is distributing the EITC in regular amounts throughout the
year. To reduce the danger of overpayments, the credit could be partially paid ou an advance basis
with the remainder paid as a bonus at the end of the year after filing » tax return. Advance payment
fosters pesitivé work incentives because it provides an additional source of periodic and regular
income to workers during the year, and it allows individuals to receive the cradit as they eamn wages—
clearly illustrating the direct link between work effort and income. In addition, it provides greater
economic freedom to low-income workers who may experience cash-flow problems and who nead the
EITC on an ongoing basis 10 improve their standard of living.

Strategies to expand the effectiveness of the EITC include

* Expanded use of employer-based advance payments, particularly sending W-5 forms and
information to all wockers who received an EITC in the past year.

: Automatic calculation of EITC by the Internal Revenue Service (IRS). On the basis of
information on individual tax returas, the IRS would automatically calculate the EITC amount
and refund the payment o the family.

» Ioint administration of food stamps and EITC o working families using existing State food
stamp administrations. Electronic Benefit Transfer (EBT) technology would be utilized
whenever possible.

QTHER SUPPORT FOR WORKING FAMILIES
One other policy needs to be addressed to adequately encourage work and support the working poor--

ensuring that work is always better than weifare, Several options for achieving this goal are listed
below. We also suggest demonstrations of innovative ideas.
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Work Should Be Better than Welfare

The combination of the EITC, health reform and chifd care will largefy ensure that people with fewer
than three chifdren can avoid poverty with a full-time, full-year worker. But full-time work may not
always be feasible, especially for single mothers with very young children or children with special
needs. However, in combination with support from the noncustodial parent, the EITC, and other

government assistance, earnings from half-time to three-quarters-time work should allow most single-
parent families to escape poverty.

Nevertheless, for farger families and in high-beneflt States, welfare may still pay better than work. In
addition, in many instances weifare is reduced by one dollar for ¢ach dollar of additional earnings.
This results in situations where there is 8o economic gain from accepting part-time work. Some
Working Group members believe that families in which someone is working at least half-time ought
to always be better off than fumilies who are receiving weifare in which no one is working. If this
goal were acceptad, there would be four options for achieving it

Option 1. Allow for require) States o supplement the EITC, food stamps or housing benefits for
working families when work pays less than welfare.
States could supplement existing EITC, food stamp or housing benefits. Already some States
have their own EITC, In most cases, a modest State EITC would make work better than
welfare. Alternatively, States could supplement the food stamp program or housing assistance
for working families after they have exhausted transitional assistance,

Option 2: Allow (or require) States to continue 10 provide some AFDC/cash assistance to working
Jamilies.
Oure straightforward way 10 ensure that part-time work is better than welfare is to alfow or
require States to continue to provide some cash aid o part-time workers, This could be
accomplished by simplifying the existing earnings disregards in the AFDL program, by
eliminating their time-sensitive nature, and by not counting months towards a time limit if the
adults were working at least part time.

Option 3: Use advance child support payments or child support assurance (See the child support
enforcement secrion for more details},
Ensuring that women with child support awards in place get some child support through
advance payments oc child suppont assurance could effectively guarantee that even single
parents who work at least half time can do better than weifare with a combination of EITTC
and child support.

Option 4> Allow States to match some portion of the parnings of recipients and place the money in

Individual Developmem Accounts (JDAs) to be used o finance investments such ay education,
training, or purchase of ¢ car or home,
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Demonstrations .
In addition, a series of demonstrations could be adopted to test ways to Turther support low-income
working families. We propose the following demonstrations:

L 4

Worker Support Offices. A separate local office could be set up offeriog support specifically
for working families. At these offices, working families could get access to food stamps,
child care, advance payment of the EITC and possibly health insurance subsidies. In
addition, employment-related services such as career counseling and assistance with updating
resumes and filting out job applications would also be available.

Temporary Unemplovment Support. There would be demonstrations of alternative ways to
provide support to fow-income families who experience unemployment. Low-paying jobs are
often short-lived, and low-income families often do not qualify for Unemployment Insurance
{U1). They may come onto welfare when they need only very short-térm ecanomic aid.

1. Emecs Assistance. One example Is a component of the AFDC program in
Utah whseh provzztes ézversmn gr;mzs upon application to some recipients who have lost a job.
Based on a caseworker’s assessment of the individual's family situation, a one-time payment
is provided to prevent the family from becoming part of the long-term caseload.
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PROVIDE ACCESS TO EDUCATION AND TRAINING,
IMPOSE TIME LIMITS, AND EXPECT WORK

A. ENHANCING THE JOBS PROGRAM

1. Immediate Focus on Work and Participation in JOBS

2. Expanding the JOBS Program

3. Integrating JOBS and Mainstream Education and Training Initiatives
B. MAKING WELFARE TRANSITIONAL
C. WORK

1. Administrative Structure of the WORK Program

2, Characteristics of the WORK Assignments

3. Economic Development

NEED - AFDC currently serves as temporary assistance for many of its recipients, supporting them
until they regain their footing. Two out of every three persons who enter the welfare system leave it,

at least temporarily, within two years. Fewer than one in five remains on weifare for more than five
consecutive years,

However, a significant number of recipients do remain on welfare for a profonged period of time, -
While long-term recipients represent only 4 modest percentage of all people who enter the system,
they represent & high percentage of those on welfare at any given time. While 2 significant pumber
of these persons face very serious harriers to employment, including physical disabilities, cthers are
able to work but are 5ot moving in the direction of selfsufficiency. Most long-tenm recipients are
ol on 2 track to obtain employment that will enable them to leave AFDC,

STRATEGY - Changing the focus of the welfare system from deteemining eligibility and writing
checks to helping recipients achieve self-sufficiency through access to education and training and,
ultimately, through work demands a major restructuring effort, Qur plan for revamping the weifare
system bas three elemems:

(1} Enahancing the JOBS program to make it the centerpiece of a welfare system focused on
promoting independence and seifsufficiency.

(2) Making welfare transitional so that those who seek assistance get the services they need (o0
become self-sufficient within two years,

(3) Providing work to those who reach the time limit for transitional assistance without finding a
Jjob in the private sector, despite having done sverything reguired of them.

Each applicant would, within 90 days of entry, work cut a plan to attain independence through work
and would immediately thereafter begin taking the steps toward self-sufficiency taid out ia the plan.
Through expanded access to education and training, recipients would obtain the skills neaded to find
and retain private sector employment. Making work pay, dramatically improving child support
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enforcement and providing education, teaining and job placement services should maximize the
oumber of recipients who leave welfare for work within two years, Persons who follow their cage
plans in good faith but are nonetheless unable to find private sector jobs within two years would be
offered paid work assignments in the public, private or non-profit sectors o enable them 0 support
their families,

ENHANCING THE JOBS PROGRAM

Fundamentally changing the way individuals receive assistance from the government requires an
equally fundamental ¢change in the program delivering that assistance, The Family Sepport Act of
1988 set forth a bold new vision for the social weifare system: AFDC was to become a transitional
support program whose mission would be helping people move woward independence, The JOBS
program was established to deliver the education, training and other services needed to enable
recipients to leave welfare.

Unfortunately, the current reality is far from that vision. Part of the problem is resources. Another
part is the absence of effective coordination among the myeiad of programs run by both State and
Fuederal departments of education, labor and human services. The culturs of the weifare bureaucracy,
howaver, represents perhaps the greatest challenge to true welfare ceform. From 3 system focused on
check-writing and eligibility determination, we must create one with a new mandate: o fulfifl the
promise of the Family Support Act by providing both the services and the incentives to help recipients
move toward self-sufficiency through work,

Strong Federal leadership in steering the welfare system in this new direction will be critical, To'
this end, we propose to:

{1} Structure the welfare system so that applicants, from the moment they enter the system, are
focused on moving from welfare to work through participation in programs and servi
designed to enhance employability. ’

{2) Dramatically expand the JOBS program through increased Federal funding, an enhanced
Federal match rate and higher participation standards.

{3} improve the coordination of JOBS and other education and training initiatives.

Immediate Focus on Work and Participation in JOBS
The structure of the welfare system would be changed (o clearly commugicate to recipients the
emphasis on achieving self-sufficiency through work.

Social Coptraet.  Each applicant for assistance would be required to enter into a social contract in
which the applicant agrees to cooperste in good faith with the Stare in deveioping and folfowing an
employability plan leading to self-sufficiency, and the State agrees 10 provide the services called for in
the employability plan.

Up-Front Job Search. At State option, most new applicants would be required o engage in
supervised job search from the date of application for benefits, .
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7,

Employability Plan. Within 90 days of appiication, each pamn, in conjunction with his or her
caseworker, would design an individualized employability plan, which would specify the services to
be provided by the State and the time frame for achieving self«su?{zczency

We recognize that welfare recipients are a very diverse population. Participants in the JOBS program
do and will continue to have very different levels of work experience, education and skills,
Accordingly, their needs would be met through 2 variety of activiries: job search, classroom learning,
on-the-job training and work experience, States and localities would, therefore, have great flexibility
in designing the exact mix of JOBS program services. The time frames required would vary
depending on the individual but would not excead two years for those who could work.

- Employability plans would be adjusted in response to changes in a family’s situation,

Narrower Exer cliteriz. We recognize that some who seek transitional assistance will, for
good reasaa, be unable to work. Persons in this category could include individuals who are disabled
or seriousty ill or who are caring for a disabled or seriously Ul relative, The current criteria for
exemption from the JOBS program would, however, be narrowed. Parents of young children, for
example, would be expected to participate. The question of participation requirements for
grandparents and other relatives caring for dependent children is under study,

: 13 ieinati As soon as the employability plan is devefoped the
rempnenz svozzid be expww to amroll in the JOBS program and to engags in the activities called for in
the empteyablllty plan. Enhanced Federal funding would be provided to accommodate this dramatic
gxpansion of the JOBS program. The definition of satisfactory participation in the JOBS program
would be broadened to include substance abuse treatment and possibly other activities such as
parenting/life skills classes or domestic violence counseling if they ars determined to be important -
preconditions for pursuing employment successfully,

Sagctipns.  Sanctions for failure to follow the employability plan would be at least as strong as the
sanctions under corrent law.

Expanding the JOBS Program

Increasgl Funding. This plan envistons a dramatic expansion in the averall level of participation in
JOBS, which would clearly require additional funding. States currently receive Federal matching
funds for JOBS up w0 an amount allocated 10 them uader 2 national capped entitlement. The cap
neads to be increased,

Enbapced Match. States are currently required to share the cost of the JOBS program with the

Federal Government, States have, however, been suffering under fiscal constraints which were not
anticipated ar the time the Family Support Act was enacted. This shortage of State dollars hag been a °
major obstacle to delivery of services through the JOBS program. Most States have been unable to
draw down their eatire allocation for JOBS because they cannot provide the State match. In 1992,
States drew dowa only 62 percent of the $1 billion in available Federal funds. Fiscal problems have
timited the aumber of individuals served under JOBS and, in many cases, limited the services States
offer their IOBS participants. Nationwids, about 5 percent of the non-exempt AFDC caseload is
participating in the JOBS program. To address the scarcity of State JOBS dollars, the Federal match
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rate would be increased. The match rate could be further increased for a particular State if its
unemployment rate exceeded 3 specified level,

3¢ - - With increzsed Federal resources available, it is reasonable to
expm étamaucaliy mareased pantc:patwrz in the JOBS program. Current law requires that States
enroll 20 percent of the non-exempt AFDC caseload in the JOBS program during fiscal year 1995,
Under the proposal, higher participation standards would be phased in, and the program would move
toward 3 fuil-participation model, As discussed above, participation would be defined more broadly
and most exemptions eliminated,

Federal Leadershin. 'The Federal role in the JOBS program would be o provide training and
technical assistance to help States make the program changes called for in this plan. Federal funds
would be used o traip eligibifity workers o become more effective caseworkers, Through techaical
assistance, the Federal Gavernment would encourage evaluations of State JOBS programs, help
promote state-of-the-art practices, and assisi States in redesigning their intake processes to emphagize
employment rather than eligibility, These activities would be funded by setting aside one percent of
Federal JOBS funds specifically for this purpose.

Federal oversight of the weifare bureaucracy would change to reflect this new mission as well,
Quality control and audits would emphasize performance standacds which measure outcomes such a3
long-term job placements, rather than just process standards. .

Integrating JOBS and Mainstream Education and Training Initiatives

The role of the JOBS program is not to create a separate education and training system for welfare
recipients, but rather 10 ensure that they have access to and information about the broad array of
existing training and education programs,

Among the many Administration initiatives which should be coordinated with the JOBS program are:

. National Service. HHS would work with the Corporation for National and
Community Service to ensure that JOBS participants are able (o take full advantage of
national service as a road to independence.

M School-to-Work, HHS would work t0 make participation requirements for School-to-
Waork and for the JOBS program compatible, in order to give JOBS participants the
gpportunity 10 access this new initiative,

* One-Stop Shopping. The Department of Labor would congider making some JOBS
offices sites for the one-stop shopping demonsiration.,

The pian would also inciude pursusing ways to ensure that JOBS participanis make full use of such
gxisting programs as Pell grants, income-contingent student loans and Job Corps. In particular, HHS
would work with the Department of Labor to improve coordination between State JOBS and Job
Training Partmership Act (JTPA) programs. We would also encourage the development of training
programs to prepare people to take advantage of the many jobs that would be available in the
expanded child care system.
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The plan would makse it easier for States 10 integrate other employment and training programs (e.g.,
the Food Stamp Employment and Training Program) with the JOBS program and to implement “one-
stop shopping” education and training models. Specifically, we would create, perhaps under the aegis
of the Community Enterprise Board, a training and education waiver board. consisting of the
Secretaries of Labor, HHS, Education and other interested Departments, with the authority to waive

key eligibility rules and procedures for demonstrations of 2 more coordinated education and training
system.

MAKING WELFARE TRANSITIONAL

People seeking help from the new wansitional assistance program would find that the expectations,
opportunities and responsibilities have dramatically changed from those in the present welface system.
The focus of the entire program would be on providing them with the services they need to find
employment and achieve self-sufficiency.

Placing a time [imit on cash assistance is part of the overall effort to shift the focus of the welfare
system from issuing checks 1o promating work and self-sufficiency. The time limit gives both
recipient and case manager 2 structure that necessitates continuous movement toward fulfilling the
objectives of the employability plan and, ultimately, finding a job.

Two-Year Eimit. A recipient who is able 10 work would be limited to a cumulative total of two
years of transitional assistance. Those unable to find private sector employment after two years of
transitional assistance would be required to panticipate in the WORK program (describad below) for
further government support, Job search would be required for those in their final 45-90 days of
transitional assistance,

Any petiod during which a State failed to substantially provide the services specified in a participant’s
employability plan would not be counted against the time limit,

At State option, months in which a recipient worked an average of 20 hours or more pee week or
reported over $400 in earnings would also not be counted against the time limit.

Extensions.  States would have flexibility to provide extensions in the following circumstances, up to
a fized percentage of the caseload:

. For compietion of high school, a GED or other training program expected to fead
. directly to employment. These extensions would be contingent on satisfactory
progress toward atiaining 3 diploma or completing the program,

- For past-secondary education, provided participants were working at least part-time
(i.¢., in a work/study program).

* For those who are seriously ill, diszbled, taking care of a seripusly i or disabled
¢hitd or relative, or otherwise demonstrably unable to work.
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] AsS e.  Under the plan, the timg limit would be renewabie; persons who
had left mifa:e for wo:k mauid earn months of eligibility for fyture assistance for months spent
working and not on assistance,

WORK

The redesigned welfare system would be designed 1o maximize the number of recipisats who leave
welfare for employment before ceaching the time limit for transitional assistance, There will,
however, be people who reach the time limit without having found a job. and we are committed to
providing these people with the opporwunity to work 1o support their families,

Each State would be required 10 operate a WORK program which would make paid work assignments
(hereafter WORK assignments ot WORK positions) availahle to recipients who had reached the time
limit for cash assistance.

The overviding goal of the WORK program would be to help participants find lasting employment
outside the program. States would have wide discretion in the operation of the WORK program in
order 1o achieve this end. For example, a State could provide short-term subsidized private sector
jobs, in the expectation that many of these positions would become permaneat, or positions in public
sector agencies, or a combination of the two.

Adminisirative Structure of the WORK Program

Eligibility. Recipients whao reach the time limiy for transitional assistance would be permirted io
enroll i the WORK program. However, an individual who refuses an offer of full- or part-time
employment outside the WORK program without good cause would not be eligible for the WORK
program for six months, and any cash benefits would be calculated as if the job had been taken. The
sanction would end upon acceptance of a job outside the WORK program.

Funding. Federal matching funds for the WORK program would be allocated by a method similar to
the JOBS funding mechanism. A State’s allocation could be increased if its unemployment rate rose
above a specified level.

Flezibility. States would bave considerable flexibility in operating the WORK program, For
example, they would be permitted to:

* Subsidize not-for-profit or private sector jobs (for example, through expanded use of
on-the-job training vouchers).

¢ Give employers other financial incentives o hire JOBS graduates,

. Provide positions in public sector agencies,

. Encourage microenterprise and other economic development activities,
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* Execute performance-based contracts with private firms such as America Works or
not-for-profit organizations 1o place JOBS graduates.

. Set up community service projects employing welfare recipients as, for example,
health aides in clinics {ocated in underserved communities.

Capacity. Each State would be required to create a minimum number of WORK assignments, with
the mumber to be based on the level of Federal funding received, If the number of people needing
WORK positions exceeded the supply, WORK assignments, as they became available, would be
allocated on a first-come, first-served basis,

Waiting List. Recipients on the waiting list for a WORK position would be expected to find
volutiteer work in the community at, for example, a child care center or community development
corporation, for at least 20 hours per week in order to receive benefits (distinct from wages). States

might be required to absorb a greater share of the cost of cash assistance to persons on the waiting
fist.

Administration. States and localities would be required o involve the private sector, comumuaity
organizations and orgaaized labor in the WORK program. For example, joint public/private
governing boards or local Private Industry Councils might be given roles overseeing WORK
programs.

Anti-Displacement. States would be required to operate their WORK programs such that public
sector empioyees would not be displaced. Anti-displacement {anguage is currently under
development,

Supportive Services. States would be required to provide child care, transportation and other
supportive services if needed to enable individuals to panticipate in the WORK program.

Iob Rearch. Persons in the WORK program would be required to engage in job search.

An impontant question remains as to whether States should be alfpwed to place limits on the total
length of time persons would be permitied to remain in the WORK program,

One option would be to allow Stares 1o reduce cash benefits, by up 10 a vertain percentage, to persons
who had been in the WORK program for a set period of time and were ¢n the walting lst for a new
WORK position. States would only be perminted 10 reduce cash assistance to the extens that the
combined value of cash and in-kind benefits did not fall below a minimum level (a fixed percentage of
the poveriy line).
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Characteristics of the WORK Assignments

Wagg. Participants would be paid the minimum wage (or higher at State option).

Hours. Each WORK assigament would be for a minimum of t5 hours per week (65 hours per
month) and no more than 35 hours per week (150 hours per month), The number of hours for each
position would be determined by the State.

Em_},’{g:kmg Wages would be paid for bours worked. Not working the set number of houes for the
position would result in a corresponding reduction in wages.

JType of Work. Most of the jobs, whether private or public sector, are expected to be entry-fevel but
should nonetheless be substantive work that enhances the participant’s employability, Programs
would be encouraged to focus their efforts on developing WORK positions in occupations which are
currently in demand andfor which are expected to be in demand in the near future.

' : aRes. Wages from WORK positions would be treatad as eamned income with respect
0 Worker s Cempensatmn FICA and public assistance programs. Earnings from public sector
WORK pesitions would not count as earned income for the purpose of the Earned Income Tax Credit
(EITC), in order to eucourage movement into jobs outside the WORK program.

WORK positions in the private and not-for-profit sectors would bs required to meet the minimum.
standards described above with respect to hours and wages, but States would otherwise be granted
cansiderable flexibility concerning the form of these WORK gssignments,

Under the WORK program as described above, participants would work for wages. Described below
is a different type of WORK program, under which persons who had reached the two-sear time limit
for vash assistance would work for benefirs.,

COption: Permit a State to enroll ail or g limited number of the reciplents who had reached the two-
year time {imit in community work experience program {CWEP) positions, as oppesed 1o paid WORK
assignments, These CWEP posidons would take the following form:
Benefits.  Participanis would be required to work in order to consinue to receive cash
assistance. The check received by the participans would be treated as benefits rather than
earnings for any and ail purposes.

Haowrs. The required hours of work for participanss would be calculated by dividing the
amouns of cash assistance by the ministum wage, up to g maximum of 35 hours a week.

Child Support. At State option, the amount of the child support order could be deducted from -
the cash benefit for the purpose of calculating hours. A delinguent non-custodial parent could
be required to work off the child support arrearage in a CWEP posirion,

Sgncrions, Failure to work the required number of hours would be aocompanied by sanctions
simtilar to thase for non-participation in the JOBS program—a reduction in cash assistance,
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Economic Development

:Empkasizing movement into private sector empioyment requires that serious attention be paid to
investment and economic development in distressed communities to expand job opportunities and
stimulate economic growth. Increasing capital investment could expand the sustainable private
employment opportunities for graduates of the JOBS program. Strategies t© promete savings and
accumulation of assets are also key to helping recipients escape poverty through work.

¥ . initistives that are under consideration to ensure that JOBS graduates are
able 1o take full advantage of the Administration’s community development initiatives include:

. Providing enhanced funding through the Community Development Bank and Financial
institutions proposal to support the development of projects that create work and self-
employment for JOBS graduates.

. lncreasing the number of microenterprises by allocating additional funds to the Smail
Business Administration’s Microloan and othér programs for set-asides for JOBS
participants,

. Enhancing HHS job development programs which provide grants to community-based
ecanamic development projects to provide work for JOBS graduates.

» Ensuring that JOBS graduates are able 1o take advantage of the opportunities which
would be created through the Administration’s commitment to enterprise communities
and Empowerment Zones.

. We would also propose the following steps w0 encourage people
save money and accumuiate assets, in order to help them escape

paverty permanently:

. Raising both the asset limit for eligibility for cash assistance and the limit on the value
of an antomobile. Consideration would be given to exempting, up to a certain
amount, savings put aside speeifically for education, purchasing a home or starting 2
business,

* Supporting demonstrations of the concept of Individual Development Accounts,
through which participants would receive subsidies to eacourage savings for
education, training, purchasing 2 home or ¢ar or starting 2 business. The IDA
demonstration would be linked to participation in the WORK program or taking jobs
outside the work program.
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ENFORCE CHILD SUPPORT

A. CHILD SUPPORT ENFORCEMENT
1. A Universal and Simplified Paternity Establishment Process
2. Appropriate Payment Levels
3. Collection and Enforcement
4. Providing Some Minimum Level of Child Support

B. ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NONCUSTODIAL
PARENTS

NEED — The typical child born in the U.S. today will spend time in a single-parent home. Yet, the
evidence is clear that children benefit from interaction with two supportive parents. Single parents
cannot be expecied 10 do the entire job of two parents. I we camnot solve the problem of child
support, we canhot possibly adequately provide for our children.

In spite of the concerted efforts of Federal, State and local governments 1o establish and enforce child
support orders, the current system fails to ensure that children receive adequate support from both
parents, Recent analyses suggest that the potential for child support coilections exceeds $47 biilion,
Yet only $20 billion in awards are currently in place, and onfy $11 billion is acwaily paid. Thus, we
have a potential coliection gap of over $34 billion a year,

The problem is threefold: First, for many children a child support order is never established.

Roughly 37 percent of the potential collection gap of $34 billion can be traced to cases where no
award is in place. This is largely due to the failure to zstablish paternity for children born out of
wedlock. Second, fully 42 percent of the potential gap can be traced to awards that were either set
low initially or never adiusted as incomes changed. Third, of awards that are established,
.government fails to collect any child support in the majority of cases, accounting for the remaining
- 21 percent of the potential collection gap.

STRATEGY ~ There are two key elements within this section. The first major element involves
numerous changes 1o improve the existing child suppont enforcement system. For children 10 obtain
more support from their noncustodial parents, paternity establishment must be made more universal
and should be completed as soan a8 possibls following the birth of the child, A National Guideiines
Commission will be formed to address variability among State levels of awards, and awards will be
updated periodically through an administrative process. States mwst also develop central registries for
cotlections and disbursements which can be coordinated with other States; enhanced tools will be
available for Federal and State enforcement, A major question remains regarding the possibility of
providing some minimum level of child support. The second major element is demanding
responsibility and enhancing opportunity for noncustodial parents.  They should be required to pay
child support and in some ¢ases, should be offered increased economic opportuaities to help them do
$0.
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CHILD SUPPORT ENFORCEMENT
Components of the improved child support enforcement system are:

A Usniversal and Simplified Paternity Establishment Process

* Require States 10 immeddiately seek paternity establishment for as many childrea born out of
waxdlock as possible, regardless of the weifare or income status of the mother or father,

. Establish performance standards with incentive payments and penalties. State performance
would be based on al{ cases where children are born to an unmarried mother.

* Conduct outreach efforts at the State and Federal levels to promote the importance of

paternity establishment both as a parental responsibility and 2 right of the child.

Provide expanded and simplified voluntary acknowledgment procedures,

Streamline the process for contested cases,

Impose clearer, stricter cooperation requirsments on mothers to provide both the nasme of the
putative father and verifiable information so that the father can be focated and served the
papers nesessary to commence the paternity action, Good cause exceptions would be granted.

The major options in this area relate 10 the role that government programs should play in encouraging
or requiring mothers and fathers to cooperate and in encouraging States 1o establish paternity:

Option: Provide a bonus of 350 per momh in additional AFDC payments o mothers If parernity for
the child has been established (instead of the $50 passthrough under current law).

Option: Deny certain government benefits to persons who have not met cooperation requirements,
Good cause exceptions would be granted,

Option: Reduce Federal march on benefits poid to States which fail to establish paternity in a
reasorable period of time in cases where the mother has cooperared fully.

Apprnpnate Paymeni Levels
Establish a Natiomal Guidelines Commtission to explore the variation in State guidelines and to
determine the feasibility of g uaiform set of national guidefines 10 remove inconsistencies
across States.

» Establish universal and periodic updating of awards for all cases through administrative proce-
dures. Either parent would have the option to ask for an updated award when there i a
significant change in cireumstance,

. Revise payment and distribution rules designed to strengthen families.

Collection and Eaforcement

. Create a central registry and clearinghouse in all States. Al States would maintain a central
registry and centralized collection and disbursement capability. States would momitor support
payments to ensure that child support is being paid and would be able to impose certain
enforcement remedies at the State level adminigtratively. A higher Federal match rate would
be provided to implement new technologies.

. Create a Federal child support enforcement clearinghouse. This clearinghouse would provide
for enhanced location and eaforcement coordination, particularly in interstate cases. Thers
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wouid be frequent and routine matches to various Federal and State databases including IRS,
Social Security and Unemployment Insurance, The IRS role in full collections, tax refund
offset, and providing access o IRS income and asset information would be expanded.

. Require routing reporting of all new hires via national W4 reporting. New hires with ynpaid
orders would result in immediate wage withholding by the State.

. Eliminate most welfare/non-welfare distinctions to achieve broader, more universal provision
of services,

. Increase tools for Federal and State enforcement, including moré routing wage withholding,
suspension of driver’s and professional licenses and attachment of financial institution
aceoums.

Enhance administrative power o take many enforcement actions.

Simplify procedures for interstate collection.

fiimaze & new funding fermula and place an emphasis oa performance-based
incentives.

» Reinvest State incentive payments in the child support progeam.

Providing Some Minimum Level of Child Support

Even with the provisions above, enforcemnent of child support is likely to be uneven for some time to
come. Some States will be more effective at collecting than others. Moreover, there will be many
cases where the noncustodial parent cannot be expected to contribute much because of low pay or
usemployment. An important question is whether children in single-parent families should be-
provided some minimum leve! of child support even when the State fails to collect it. The problem is
especially acute for custodial parents who are not on AFDC and are trying to make ends meet with 2
combination of work and child support. The President has not endorsed Child Support Assurance,
and there is considerable division within the Working Group zbout its merits.

Options under consideration include the following:

Option 1: Advance paymens to custodial parents not on weifare of up to $50 (or $100) per child per
month in child support owed by the noncustodial parent, even when the money has not yet been
cotlected.
Advance payments could not exceed the amount actually owad by the noncustodial parent,
States wouid have the option of creating work programs so that noncustodial parents could
work off the support due if they had no income,

QOption 2; A sysiem of Child Support Assurance which insures mininum paynients for all custodial
parents with awards in place,
Minimum payments might exceed the actual award, with government paying the difference
between collections and the minimum assured benefit. States might experiment with tying
guaranteed payments to work or participation in 3 training program by the noncustodial
parent. For those on AFDC, Child Support Assurance benefits would be deducted emtirely or
in part from AFDU payments.

The national system would be phased in slowly with State participation conditioned on
progress and fruprovements in their child suppon enforcement system. Cost projections
would also have 1o be met before additional States could bs added, -

Ciption 3 State demonsirations enly, of one or both of the above options.
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ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NONCUSTODIAL PARENTS

Under the present system, the needs and concerns of poncustodial parents are often ignored. The
System needs 10 focus more attention on this population and send the message that “fathers matter”,
We ought to encourage noncustodial parents to remain involved in their chitdren’s lives—not drive
them further away. The child support system, while getting tougher on those that can pay but refuse
to do 50, should also be fair to those noncustodial parents who show responsibility toward their
children. Some elements described above will help. Better enforcement of payments will avoid
build-up of arrearages. A simple administeative process will allow for downward madifications of
awards when a job is involuntarily lost. Other strategies would also be pursued.

Ultimately, expectations of mothers and fathers should be paraliel. Whatever is expected of the
mother should be expected of the father. Whatever education and training opportunities are provided
to custodial parents, similar opportunities should be available to noncustodial parents who pay their
child support and remain invoived. If noncustodial parents can improve their earnings capacity and
maintain relationships with their children, they will be a source of both financial and emotional
support,

Much needs to be learned, partly because we have focused less attention on this population in the past
and partly because we know less about what types of programs would work. Still, 2 number of steps
can be taken, including the following:

* Provide block grants te States for access- and visitation-refated programs, including medistion
(hoth voluntary and mandatory), counseling, education, apd enforcement.
4 Reserve a portion of JOBS program funding for education and training programs for

noneustodial parents.

. Make the Targeted Jobs Tax Credit {TITC) available to fathers with children receiving food
stamps.,

» Experiment with a variety of programs in which men who participate in employment or
training activities do pot build up arrearages while they participate.

* Conduct significant experimentation with mandatory work programs for noncustodial parents

who do not pay child suppent,
Make the payment of child support 2 condition of other government benefits.
Provide additional incentives for noncustodial paremts to pay child support.
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REINVENT GOVERNMENT ASSISTANCE

A SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS
B, PREVENTING WASTE, FRAUD AND ABUSE
C. PERFORMANCE STANDARDS AND STATE FLEXIBILITY

NEED - The current welfare system is enormously complex. There are muliiple programs with
differing and often fmconsistent rules. The complexity confuses the mission, frustrates poople seeking
aid, confuses caseworkers, increases administrative costs and leads 10 program errors and inefficien-
cies. In addition, the web of Federal-State-local relations in the administrative system largely focuses
on rules rather than results. If ever there were a government program that is deeply resented by its
customers, it is the existing welfare system.

STRATEGY -~ The lessons of reinventing government apply clearly hiere. The goal should be w
rationalize, consolidate and simplify the existing social welfare system. Creating a simplified system-
will be 2 major challenge. Clearer Federal goals whick aliow greater State and local flexibility in
managing programs are also critical. Finally, a central Federal role in information systems and
interstate coordination would prevent waste, fravd and abuse and would also improve service delivery
at the State and local levels,

SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The simplification of assistance programs at all levels of government has been the *holy grail” of
welfare reform—always sought, never realized. The reasons are many: disparate goals of differeat
programs, varied coastituencies, departmental differences, divergent Congressional committee
jurisdictions and the inevitable creation of winners and Josers from changing the starus quo. Yet
everyone agrees that recipients, administrators and taxpaym are all losers due o the current
complexity.

There are two basic options for reform;

Qption 1 Simplify and coordinate rules in exisiing programs.

Considerable improvements could be achieved by modifying existing rules in current

pmgrams Such changes could include the following:

Reduce Federal program rules, reporting and budgeimg requirements to a minkmum,

4 Simplify and conform income and asset rules in the AFDC and Food Stamp
programs.

. Adapt regulatory and legisiative recommendations (as developed by the American
Public Welfare Association), to streamline application, redatermination and reporting
processes,

. Base eligibility for programs, such as child care for working families, on simplified
Food Stamp rules or AFDC-{ike rules,

. Freeze subsidized rents for a fixed period of time after the recipient takes 2 job in
otder to enhance the benefits from employment.
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. Eliminate the special rules pertaining to two-parent families, such as the 100-hour rule
and the quarters-of-work rule, as discussed in the Make Work Pay section of tis
paper.

. Simplify and standardize earnings disregards.

. States would be required to use a standard procedure to determine need standards but
would be allowed to decide what fraction of need would be met ia their State,

Option 2: Develop a simplified and consolidated eligtbility process for the new transitional assistance

program. Strive to bring other aid programs into conformiry.
In addition to the provisioas described under option 1, this option would solve the problem
that AFDC and food stamps currently have different filing units for purposes of establishing
eligibility. AFDC is designed to suppont children "deprived of parental support,” so it is
focused on single parents, it excludes other adult members in the household, it treats nultiple-
generation households as different units, and it excludes disabled persons receiving 81 from
the unit. The Food Stamp program, by contrast, defines a filing unit as all people in the
household who share cooking facilities.

This option standardizes the definition of the filing unit under AFDC and food stamps. States
would continue to set benefit levels for cash assistance.

PREVENTING WASTE, FRAUD AND ABUSE

Multiple and uncoordinated programs and complex regulations invite waste, fraudulent behavior and
simple error. Too often, individuals can presemt different information to various government agencies
to.¢laim benefits fraudulendy with virtually no chance of detection.

The new progeam of transitional assistance, in and of itself, will go a long way toward preventing
waste and fraud. During the period of transitional cash benefits, there will be enhanced fracking of a
client’s training activities and work opportunities, as weil as the electronic exchange of tax, benefit
. and child support information, Also, the newly expanded EITC largely eliminates current incentives
to "work off the books™ and disincentives to ceport all employment. With the EITC, it is now
advantagecus to report every single dollar of earnings,

New technology and automation offer the chance to implement transitional programs which ensure
quality service, fiscal accountability and program integrity. For example, EBT technology offers the
opportunity to provide food stamps, EITC, cash and other benefits dreough a single card, Program
integrity activities need to focus on ensuring overall payment accuracy, and detection and prevention
of recipient, worker and vendor fraud. Such measures include the following:

. {-ourdinate more completely the collection and sharing of data among programs, especially
wage, tax, child suppont and benefit information.
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e
Re-assess the Federal/State partnership in developing centralized data bases and information
systems that improve interstate coordination, eliminate duplicate benefits and permit tracking,
At 2 minimum, information must be shared across States to prevent the circumvention of time
limits by recipients relocating to a differem State,

Fully utilize current and emerging technologies to offer better services at less cost, targeted
more efficiently on those eligible,

PERFORMANCE STANDARDS AND STATE FLEXIBILITY

A reformed welfare system requires clear objectives to aid policy development and performance
measures 10 gauge whether policy intent is achieved. Performance measures in 3 transitional program
of benefits should reflect the achievement of all program objectives and relate to the primary goal of
helping families to become self-sufficient. Standards should be established for a broad range of
program activities against which front-line workers, managers and poiicymakers can assess the
efficiency and effectiveness of the program. To the extent possible, results—rather than inputs and
processes—should be measured.  States and localities must have the flexibility and resources to
achieve the programmatic goals that have been set.

The Federal Government should transition from a role which is largely prescriptive to one
which establishes customer-driven performance standards in collaboration with States, local
agencies, advocacy groups and clients. The exact methods for accomplishing program goals
are difficult to prescribe from Washington, given the variation in local circumstances,
capacities and philosophies. Therefore, substantial flexibility will be leR for localities to
decide how to meet these goals, facilitated by enhanced inter-agency waiver authority st the
Federal level.

The Federal Government should provide technical assistance to States for achieving these

standards by evaluating program innovations, identifying what is working and assisting in the
transfer of effective sirategies. '
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