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MEMO TO THE PRESIDENT
RE: WELFARE REFORM COST PACKAGES

We have constructed 2 cere options for welfare reform, one which corresponds 1o 2 $5.5
biltion financing option, and one which comresponds to a $12.6 billion optien.  Table 1 shows
federal cost figures in FY 99 and five year totals for each aption. Tables 2 and 3 provide
further information on each option, including federal and state total costs, and 10 year costs.

Eaci\table shows costs forgix components:

¢ Rernoval of ¥estrictions on benefits toNwoparent families

o Special initigtivég and demonsirations of p
development initidjves

yention, child support, and asset

o Mensures to simplify,\¢oordinate and improve the dglivery of government

assistance.

Both packages include the costs of the core initiatives i parental responsibility, transitional
assistance followed by work, and a stat¢ option for remaval of the restrictions on benefits o
two-parent families. Both packiges assume federal-staw cost shoaring of 80 percent/20
percent.  The packages differ primarily in the amounts they invest in child care for the
working poor, but there are also differences in dernonstrations and in improvements of
govermunent assistance. The primary decision to made in assessing the two packages is how
much 1o invest in child care for the working poor.

Parental Responsibility

Ensuring that both parents fake responsibility for the support of their children is a major goal
of welfare reform. Both packages reflect net savings from child support enforcernent, which
result from investmuents in systems and staff that generate substantial savings.

Both packages alse reflect estimated savings from a requirement that minor parents live at

home, and from a state option 1o deny benefir increases when additional children are
conceived by parents on welfare. Both these proposals, especially the family cap, azc@j‘
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controversial. A decision to remove both of these provisions from the plan would increase
the cost of both packages by $250 million in five year cost,

Transitional Assistance Followed by Weork.

The cote of our welfare reform plan is the transformation of the welfare system into a
system of transitional assistance followed by work, Botx cost packages reflect the plan's
proposals for dramatically increased participation in edusation, training and job placement
activities during the first two years of any recipient’s stay on welfare, and for the provision
of work siots for these who are unable to oblain unsubsidized jobs before hitting the wwo year
ume limit, Both packages reflect the tight deferral and 2xtension proposals in the plan.

Both packages assume state implementation in 1996, and both assume that the caseload will
be phased in by envolling into the new regime all applicants and recipients born after 1971,
This schedule implies that by the year 2000, 46 percent of projected welfare recipients absent
reform will be phased in. Of the phased in group, 11 percent would be off welfare, 25
percent would be working with some form of subsidy, and 35 percent would be in a
mandatory education or training program. The final 29 percent would be n 2 deferred status
due 10 a disability or because they are caring for a severely disabled child ¢r a child under 1.

The only difference in this element beiween the two packages concerns the deferred group.
Dur goal is to send the signal that everyone has something to contribute, and that something
can be expected even of those in the deferred stams. Starting 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 tme limit whereby deferred persons would still be
expected to do some things to help themselves or their children. We adopted this idea in
Package 2 and included $390 million to provide some services to and monitor participation
from those recipients who are not immediately subject ¢ the time-limit, Package 1 eliminates
the JOBS-prep program, and assumes that persons who are deferred incur no additional costs
relative to the current system.

Child Care for the Working Poor

The promise to "make work pay” is a major underlying premise of this administzation’s
approach to welfare reform. With the expansion of the earned income tax ¢redit for working
families and the commitment to guaranteed health insurance, the major missing piece of the
make work pay agenda is subsidized child care for low income families.

Most members of the working @roup and the Cabinet believed that child care for the working
poor was critical to the success of the program. In focus groups, recipients indicated that
concerns with child care ranked second only to fears about losing health insurance in
deterring them from leaving welfare for work. Moreover, there are critical equity problems.
Under any scenario, our proposal would provide child care for those in the JOBS and WORK
programs, and for ope year afier people leave welfare for work. Unless we significantly
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expand child care to the working poor, we will be [eft with a simation whereby those getting
welfare or subsidized work would qualify for child care, while those who have not been on
welfare recently are ¢ligible for very linde support.

Extending to working poor families child care subsidies that are equivalent 1o those available
to welfare recipients would cost an estimated $3.8 billion more per year above current
spending, Neither plan proposes an uncapped emtitlement to child ¢are for the working poor,
“nor does either propose a capped entitlement sufficient to meet estimated needs.  Package !
proposesyvery modest additional spending for child care for the working poor of $750 million
per year when fully phated in, with a federal share of $500 million. This would represent an
important expansion from current sxpenditures of approvimately $1.0 billion, but it would
still meet only about 20% of the estimated need. Packape 2 includes additional spending of
approximately $1.75 billion per year, federal share 51.4 billion. This would be sufficient 10
meer about half the sstimated child care needs of familics with incomes below 130 percent of
the poverty line.

Removing Restrictions on Benefits for Two-Parent Fumnilies

Supporting two-parent families by permitting them to receive benefits under the same rules as
single parent families is an important signal about the inportance of both parents in our
approach to welfare reform. Ideally we wouid Iike to legislate an end to all provisions which
freat two-parem families in a discriminatory fashion nationwide. Requiring all states to adopt
such provisions would cost the federal government at least 3830 million over 5 years and
states would be required to pay an addigonal $673 million.

Because of the cost and 1o keep unfunded state mandates to 2 minimum, we chose instead ©
give states the option o remove all or a part of the current 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 the caseload would take this option.  The federal cost would
be roughly $495 million. The packages do not differ in this element.

Special Injtiatives

One of the most important lessons of the past decade ¢ that welfare reform must be an on-
going learning process. Many of the elements we propisse for owr ¢urrent plan were tried on
a smaller scale initially. In five critical areas, we propose money for special initiatives and
dernonstrations which seem fikely to point the way for future reforms and innovations.

These include:

Teen Pregnancy and Prevention Grants--These monies would go to fund a series of efforts in
the schools to reduce teen pregnancy, including mentoring programs, private paruterships,
comprehensive community support programs, and other demonstrations desigoed to reduce
teen pregnancy amd reverse the alarming increase in ow-of-wedlock childbeariog.

Nof'
Epfet]
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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. Skeptics point out that we don’t
have many proven solutions. Hence, the focus on special initiatives and demonstrations,
(Package 1: $200 million; Package 2: $200 million}

Non-Custodial Parent JOBS/WORK Programs--1ogically whatever we expect of mothers, we
ought also to expect of fathers. Some very small scale programs are now being tried
whereby men who are unable or unwilling to pay child suppert are placed in training or work
programs. These programs seem t¢ both “smoke-out™ same men who really can pay as well
as give an opporfunity to young men (o take some respousibility. Unfortunately these
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 specifically) has shown
very few payoffs.  But there s reason (o believe programs for young fathers, with the
carpots and sticks that child support can offer, could be much more successful,

{Package §: $130 million; Package 2: 3390 million)

Access Grans and Parenting Demonstrations--Toa ofter the role of non-custodial parents is
negligible both in nururing and providing for their children. Our policies will significandy
increase the responsibilities of absent parents 1o provide financial support for their children.
But too little has been done to encourage non-custpdial parents to play 4 more positive role in
raising and purtucing their children. These monies would be designed 10 explore a series of
strategies to enhance positive access sud parenting skills in parents living apart from theic
childrens. {Package 1: 330 million; Package 2; $70 million)

Child Support Enforcement and Assurance (CSEA)}-Support from two parents is needed to
adequately provide for a child. But often the state fails to collect money that is owed, or the
absent parent is unemployed or underemployed and in a poor position 1o provide support.
CSEA would guaranter some minimum level of child support to children for whom awards
are in place. CSEA payments would be deducted dollar for dellar against weliare payments,
bur would be retained when someone wenr 1o work, serving as 2 work incentive. Proponents
argue this will increase child support swards, increase vwork, reduce welfare use, and reduce
child poventy,  Critics worry that it will be seen as welfare by another name, and could lead
to less pressure 10 collect child support. (Package 1: $120 million; Package 2: $290 million)

Individual Development Accounts {IDA} and Microenterprise Profects--In the leng ren,
families widch build assets and equity are in a far betrer pogition 1o achieve real
independence. Both IDAs and micreenerprise programs are seen as powerful tools for
stimulating savings and job creation among the poor. IDAs encourage savings by providing
a match for every dollar saved. Microenierprise programs help welfare recipients and others
o start their own businesses. Sopports see these as sending 2 clear rewards for everyone to
accurmiate and join te mainsream. Critics wonder atowt the cost of subsidizing IDAs and
about the number of welfare recipients who really could succeed as entrepreneurs,

{Package 1: 360 million; Package 2: $145 million)

Each initiative has strong support among some members of the working group, The two
packages differ in their level of suppon for each of these initdatives. Package ! allocates
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$540 million over 3 years, while Package 2 allocates 31,1 billion, Note that even at §1.1
billion, the proposals are still much more modest than most proponents would like,

Improving Government Assistance

The plan envisions a vatiety of initiatives to coordinate and simplify the system through
which government assistance is delivered, to improve the incentives for work and savings, to
manage the sysiern through performance measurss, and 1o improve accountability and
program integrity. Most of these initiatives can be done without legislation, and most of
¢ither tost nothing or generate savings, Because it is difficult to quantify and get CBO to
score savings frorm these measures, we have not included administrative savings in our cost
estimates.

We have, however, Icluded several initiatives that incur 2 modest cost. Package 1 includes
the costs of a state option 10 vary the disregards for work and child support in order to
provide hetter incentives to families. Qur experience with state waiver requests suggests that
many states may take advantage of this option through incentive sthemes of relatively modest
costs. Package 2 includes this option, and also includes an increase of 50 percent in the
funds available to Puerto Rico and the territories. The henefit cap for Puerto Rico and the
territories has been increased only opce m 15 years. In addition, package 2 includes the
costs associated with conforming the A¥DC and Food Starps asset rules, which would
provide a modest incentives for savings by AFDC recipicnts.

Discussion

These two packages reflect our best assessnents of how 10 allocate limited resources at two
different levels, Other packages clearly could be devised. One could do more n ¢hild care
and less in special initiatives in either package. An intermediate alternative could also be
chosen. Still in the end, the major cost/financing decisions revolve around child care for the
working poor. We do not believe that the parental responsibility or the transitional assistance
programs can be reduced much further while still meeting the commitment to end “welfare as
we know £1." The limited benefit expansions for two-parents and work incentives, which are
in both packages as state options, send very important signals about work and family. The
demonstrations included in both packages are relatively modest. Thus the most critical
question tnvolves how mmuch of & commitment we shoulld make to working poor child care a1
this time. There are both policy and political implications of this decision, which many
participants in the debate have strong fesiings about. We jook forward 1o discussing it with
youL.
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SUMMARY OF COSTS FOR WERLFARE REFORM PACKAGES
Mollers ix Mithons)
FY 19%% = Year 14 Year
PACKAGE | COSTS Tatal Total  Frederal State Total  Federal Hinte
PARENT AL RESFONSIBILITY @1 (1,220 {130y {1,090)] (8,058 (1,980} (6,075
TRANSITIONAL ASSISTANCE 3,305 2,470 6,680 1,480 24,185 22,030 3,158
WORKING POOR CHILD CARE Ut 4 1,B78 1,500 s £,930 5,545 1,385
TWEO PARENT (UP; PROVISIONS 375 R9S 405 406 2,878 1550 1,293
SPECIAL INITIATIVES 225 625 540 &5 1,830 1,530 3
IMPROVING GOVERNMENT ASSISTANCE 268 635 380 5% 2,060 845 1,215
TOTAL COSTS FOR PACKAGE 1 4,448 18,559 9,474 1505 | 35,838 29,550 £.275
FY 19%9 £ Year ' 1§ ¥ear

PACKAGE 2 COSTS Total Total Federal State Total  Federad State
PARENTAL RESPONSIBILITY (628 {,00) {430y (1,090 055 (L9880 (6,078
TRANSITIHONAL ASSISTANCE 3,415 8,545 §,990 1,388 ¢ 26,558 23,125 3,430
WORKING POOGR CHILD CARE 1.87% 4,375 1,500 275 14,948 11,985 2,580
TWO PARENT {UP PROVISIONS 375 395 495 400 2,878 1,585 1,298
SPECIAL INITIATIVES 565 1,315 1,095 2K 3,545 3,225 0
IMPROVING GOVERNMENT ASSISTANCE 406 1,088 663 420 3,25 1,620 1,630
TOTAL COSTS 5,548 14,958 12,6158 2,380 43,515 39,528 3.9

Note 1t Parentheses denote savings,

Nota 21 Five Year and Ten Yesr Federal estimates represant 80% of aff expenditures except for
the toliowing: henefits are 2l Slient malch rates; child support is matched at sates

specified in the hypothetical plan; and eomprahensive demonstration grants are matched o) 190%.

SBouroe: HHS/ABPE stall ostimeles, Those estimates have been shared with stall vithin HME and OMB bt

have not bean pificially reviewed by OMB. The policies do not repregeny a consensus recommendation

of the Working Group Go-Chairs.
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TABLE Pscb% 1 - BETAILED SUMMARY COST ESTIMATES (FEDERAL AND STATE)
R ELEMENTS OF A WELFARE REFORM PROPOSAL
{By Bseal yesr, io milhons of dotary)

§ Yeur 5Year 10Year 18 Year
Total Federal Total  Federal

PARERTAL RESFONSIBILTT T
Minor Mothery | (83) {309 215 (83
Mo Additionsi Beacfits for Additional Children {660 £2200 {2,150 (B34}
Child Suppont Enfarcemens
Przeenity Bemblishment (Net) {315 {80} (2,089) {400}
Enforesmant (Noxg {405} £160) {4,700} {1,5553
Computer Costs 455 370 1,088 -y
SUBTOTAL, PARENTAL RESPONSIBILITY {220 ©o s (Re3E 4,98
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep o o 5 0
Additional 388 Spending 2,876 2,495 T.i10 5850
Additicnal Child Care for JOBS 2080 1,610 4218 3,930
WORK Progrsm 1,650 §,.330 11,490 9,150
Addiional Child Care for WORK ‘te 510 5,240 4,190
Suvings from Child Care and Ochier Expanzion {185} (100} (1,480} {815}
Transitionsl Child Care b 5.5 445 2,568 2,050
Bnhantad Teen Case Marggsaent ZI0 178 5, 473
Savinge ~ Cangioad Redustion {390} {218) {6,070} 3,300
ALP Feden! and State Systcms/Admin Bfficiency 682 548 823 865
SUPTOTAL, JOBYWORK 8,170 6,690 25,185 22836
SUBTOTAL, JORSIWORK AND PARENTAL RESP 6,958 6,560 17,130 20,050
WORKING POOR CHILD CARE {Capped at $900 miffion
in netf spending), 1,878 1,980 §,930 §,54%
REMOVE TWO PARENT {UP) RESTRICTIONS £95 495 2.875 1,580
Compretensive Grams 200 200 350 35
Non-Custodiy] Parent JOBS/WORK Frogramy 185 i 813 830
Accesy Grants and Pareating Demonsuations 35 30 78 6o
Chibd Support Assurancs Prajkcls 150 126 415 33¢
DA sad Miztoenterprise Projects iy i5 175 148
SUBTOTAL SPECIAL INITIATIVES 5% 495 1,838 1,834
IMPROVING GOVERNMENT ASSISTANCE {IGA)
Szt Flexibility on Bamed incoms _
and Child S gporl Lisregards 718 383 2,235 85C
Tenersily Conform Gt not Inorease} :
‘ Agsets 10 Food Stamps ¢! & 0 0
Al Dihiers gé} {5 (1653 5
SURTOTAL IGA J g0 2,884 £45
GRAND TOTAL ’ 10,925 9430 | 30,825 | 29,350

President’s Table with Full Phase-In in Fy 1996 with Further Adjustoents in 1GA, Working Poor
{hitd Care, and Bemonstrations; UP Two-Parest Provisien as State Option; Eliminate [ncrease
in Tervitories® Cap; Conform Asset Ruls w Food Stamps byt no Increase in Limits,

Hote 1; Parentheses denote awm%
Note 2: Pive Year and Tes Year Faderal cotimates represent 80% of all cxpenditures except for

the following: benefits arc af surrent match mies: child support ia matwhed at raies

specified in the by gu&hczimt phay; and somprehensive demonstestinn grants arc matched st 100%.
Source: HHS/IASPE siaff sstimates. Thoge estisiates have been shaced with staff within HHS and OMB bat
beve not bees officially reviewcd by OMB. The policies do not rmpreserd » consenzus recommendation
of the Warking Group Co-Chsiez.
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TABLE l‘aﬁk&ge 2 — DETAILED SUMMARY COST ESTIMATES (FEUERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFQRM PROPOSAL

By fiscal year, in milllons of dofiars)

§ Year §Year 30 Year 10 Vear
Total Federal Toial  Federa
TAVERTAL RESHINSIBILITY
Minor Mothers {83} {30) 216} (85
Ho Addiianal Bonefits for Additiong! Children 3 {230} {2,158 43 1]
Child Sappore Esforcoment
Patemnity Establichment (Mo} {835y £4) 2,080 {4033
Enforcement (Het) 1408} £160) {4, 7003 (1,555)
Gomputer Costa 5635 Kyt 1,085 370
SUBTOTAL, PARENTAL RESPONSIBILITY {1,220 {13 . {1,580
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
!QBS-Pr? 3% 200 3370 1.08%
Additk FOBS Spending i18% 2,295 T.116 5,600
Additonal Child Care for JOBS z.010 1.618 4,910 3,930
WORK Progium 1.668 1,330 1 490 9,180
Additional Child Care for WORK i) 6l §.240 4,150
Savings from Child Care sad Other Bxpansion {185} {100} {1,433} {R15}
Transttional Child Care £55 445 2,568 2850
Enbsiced Toun Case Minagoment 0 178 85 475
Savings ~ Cascioad Heduttion {3943 {215} 5.570) (3.3
ADP Pedersl and State Sysiomy/Admin Efficiency 630 545 g23 686
SUBTOTAL, JOBSIWORK 8,545 6,99 ] 263551 23125
SUBTOTAL, JORS/WORK AND PARENTAL RESP 7328 6,860 18,500 41,148
WORKIRG POOR CHILY CARE (Capped s 51.9 billion
in pet spending). £.575 3,500 14,945 11,555
REMOVE TW{ PARENT {UP} RESTRICTIONS 855 495 2878 1,588
Comprehensive Granty 200 203 350 s
Nan-Custodial Pezent JOBS/WORK Progrums 450 304 2,600 180 -
Avceas Gronis and Parenting Demongtrations BS 12 180 145
£531d Support Adsursncn Projots 380 290 995 85
YDA a1 Microsatarprise Projests 180 543 420 335
SUBTOTAL SPECIAL INITIATIVES 1,345 1,098 3,945 323
IMPROVING GOVERNMENT ASSISTANCE (IGA}
Stare Fisxibility on Earned Incume
and Child Suppont Disrcgards 710 38% 2225 350
Generally Conform Azsers o Food Stamps 288 100 455 2488
tnerease Tardtorics” Cape 185 188 535 535
All CGihers {15} £} {155} {5)
SUBTOTAL IGA 1,085 3,250 1,620
GRAND TOTAL 14,995 12,815 43,518 39,525

Presidont’s Table with Fub Phuse-In iy FY 199 with Adlustments in IGA, Waorking Poor Child Csre,

Demensteations; UP Parent Provision as State Optiog,

Note 13 Parentheses dtaole savinps

HMote 2: Five Year and Ten Yoar ?’a&:zal estimatcs represcat 30% of all expenditures cxcept for

ihc followdng: benefity are st sureent gateh mtes; child suppart is matelnd ot pxnes

pecified in the bypothetical plan; 2d comprehiensive domonatrsti 20 granly ars maiched of 100%.
Sourm HﬁSJASPﬁ szl estimazes, These estimates have boan shared with aaff within HHS and OMB bt
Have not boen officially roviewed by OMB. The policies do not represent & consensus recommendation

of the Working Group CoChalrs,
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