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MEMO TO THE PRESIDENT 

RE: 	 WELFARE REFORM COST PACKAGES 

We have constructed 2 core options for welfare reform, one which corresponds to a 59.5 
billion financing option. and one which corresponds to a 512.6 bi1lion option. Table 1 shows 
federal cost figures in FY 99 and five year totals for each option, Tables 2 and 3 provide 
further information on each option, including federal and state total costs, and 10 year costs. 

Eac 	 table shows costs fo six components: 

o rental responsibility 

o 

o 	 or child care 

o 	 Removal of strictions on benefits to wo"parent families 

o 	 Special initiativ and demonstrations of p vention. child support. and asset 

development initi ives 


o 	 Measures to simplify. livery of government 

assistance. 


Both pack.ges include the costs of the core initiatives iT, parental responsibility. transitional 
assistance followed by work, and a state option for rem1)val of the restrictions on benefitS to 
two-parent families. Botll packages assume federal-staw cost shllrlng of SO perceot/20 
percent, The packages differ primarily in tile amounts they invest in child care for !:he 
working poor, but there are also differences in demonstrations and in improvements of 
governmenl assistance. The primary decision to made in assessing the two packages is how 
m1.1Ch to invest in child care for the working poor. 

Parental Responsibility 

Ensuring !:hat bo!:h parents take responsibility for the support of their children is a major goal 
of welfare r'eform. Both packages reflect net savings from child 5uppon enfoTcemem, which 
result from investments in systems and staff that generate substantial savings. 

Both packages 31so reflect estimated savings from a requirement that minor patents live at 
home, and from a state option to deny benefir increases when additional children are 
conceived by parents on welfare, Both these proposals. especially the family cap, are~ 
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controversial. A decision to remove both of these provi'~ions from the plan would increase 
the cost of both packages by $250 tninion in five year Cl)st, 

Transitional Assistance FoDowed by Work. 

The core of our welfare reform plan is the transfonnarion of the welfare system into a 
system of transitional assistance foHowed by work, Botl cost packages reflect the planJs 
proposa1s for dramatically increased participation in edu:'.ation. training and job placement 
activities during the first two years of any recipient's stay on welfare. and for the provision 
of work slots for those who are unable to obtain unsubsidized jobs before hitting the two ye.r 
rime limit, Both packages reflect the tight deferral and ,mension proposals in the plan. 

Both paclm!!es assume state implementation in 1996, and both assume that the caseload will 
be phased in by enrolling into the new "'gim. all applic..nrs and recipientS bom 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 in a deferred status 
due to a disability or because they are caring for a severely djsabied child or a child under 1. 

The only difference in tbis element between the two packages concerns the deferred group, 
Our goal is to send the signal that everyone has something to contribute, and that something 
can be expected even of those in the deferred status, Starting with similar objectives. 
APWA's bipartisan task force called for creating a speci"l "lOBS· prep" category for those 
who are not immediately subject to the time limit whereby deferred persons would still be 
expected to. do some things to help themselves or their c:bildren, We adopted this idea in 
Package 2 and included $390 million to provide some s~:'rvices to and monitor participation 
from those recipients who are not immediately subject t>:1 the time~lirnit, Package 1 eliminates 
the IOBS·prep program. and assumes that persons who are deferred incur no additional costs 
relative to the C1.l1Tent system. 

Cbild Care for the Working Poor 

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

Most members of the working group and the Cabinet bl!\1ieved that child care for the working 
poor was critical to the success of the program. In foe'ls groups, recipients indicated that 
concerns with child care ranked second omy to fears about losing health insurance in 
deterring them from leaving welfare for work, Moreo"er, there are critical equity problems, 
Under any ,cenario, our ptoposal would provide child "are for those in the JOBS and WORK 
programs. and for one year after people leave welfare for work. Unless we significantly 



0411219-' 1:;:55 1!202 690 7383 HHS OS ASPE USF' ....... BRUCE REED III OQ4/010 


expand child care to the working poor, we will be left "'ith a simation wbereby those getting 
welfare ot' subsidized work would qualify for child care, wbiJe those who have not been on 
welfare recently are eligible for very little suppon, 

Extending to working poor families child care subsidies that are equivalent to those available 
to welfare recipients would cost an estimated $3.8 bilIio-!1 more per year above current 
spending, Neither plan proposes an uncapped emitlement to child care for the Working poor, 
nor does ei r propose a capped entitlement sufficient t<) meet estimated needs~ Package I 
propose ve modes! addition.l spending for child care for the working poor of $750 million 
per year w en fully phased in, with. federal share of $000 million, This would represent an 
imponant expansion from Curren! expenditures of appr<Himately $1.0 billion, but it would 
still meet only about 20% of the e;rimated need, Package 2 includes addition.! spending of 
approximately $1. 75 billion per year, federal share 51.4 billion, This would be sufficient to 
meer about half the estimated child care needs of famiJit:5 with incomes below 130 percent of 
the poverty line, 

Removing Restrictions on Benefits for Two-Parent r"mUies 

Supporting two~parent families by permitting them to re;eive benefits under the same rules as 
single parent families is an important signal about the importance of both parents in our 
approach to welfare reform. Ideany we would like to lc:gisiate: an end to all provisions which 
treat two-parent families in a discriminatory fashion nationwide. Requiring aU states to adopt 
such provisions would cost the federal government at letst $830 minion over .5 years and 
stateS would be required to pay an additional $675 million. 

Because of the cOSt and to keep unfunded state mandate; to a minimum. we chose instead to 
give states the option to remove aU or a part of the CUITent 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 cas.load would take tills option, The federal cost would 
be roughly 5495 million, The packages do DOr differ in, thi' element. 

Special Initialive, 

One of the most important lessons of the past decade is that: welfare reform must be an on­
going learning process, Many of the elemenlll we prop,)se for our current plan were tried on 
a sma.Her scale initiaUy. In five critical areas, we propose money for specia.l initiatives and 
demonstrations which seem likely to point the way for luture reforms and innovations. 
These include: 

Teen Pregnancy and Prevention Grams--Tbese monies would go to fund a series of efforts in 
the schools to reduce teen pregnancy, including mentOr:log programs, private partnerships, 
comprehensive community suppOrt programs, and other demonstrations designed to reduce 
teen pregnancy and reverse the alarming increase in oUi:-of~wedlock childbearing. 
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Proponents note that if we cannot find &trategies which ilelp prevent children from having 
children. we will never really solve me welfare problem, Skeptics point our that we don't 
nave many proven solutions. Hence, the focus on spec~d initiatives and demonstrations, 
(Package 1: $200 million; Package 2: $200 minion) 

Non-Custodial Parent JOBS/WORK Progroms··Logicallr whatever we expect of mothets. we 
oUght aJso (0 expect of fathers, Some very small scale programs are now being tried 
whereby men who are unable or unwilling to pay child I'upport are placed in training or work 
programs. These programs seem to both "smoke-out" s·)me men who really can pay as well 
as give an opportunity to young men to take ,orne responsibility. Unfortunately these 
programs have not been tried at any real scale to dale, And our experience with existing 
work and training programs for young men generally (W!rsus fathers specifically) has shown 
very few payoffs. But there is reason to believe progIllllS fOT young famers. with the 
carrots and sticks that child support can offer, could he much more successful. 
(Package 1: S130 million; Package 2: S390 million) 

Access Grants and Parenting Demonstrations...Too often the role of non·custodial parents is 
negligible both in nunuring and providing for their chHdren. Our poliCies \.v111 significantly 
increase the responsibilities of absent parents to prOvide financ.ial support for their children, 
But too little has been done to encourage non-cusrodial parents to playa more positive role in 
raising and nurturing their children. These monies would be designed to explore a series of 
strategies to enhance positive access and parenting skills in parents living apart from their 
children. (package I: 530 million; Package 2: $70 million) 

Child SUPPOrT Enforc<menI and Assurance (CSEA),·SuPI,on from two parents i, needed to 
adequately provide for a child. But ofren the ,tate fail' to collect money that is owed. or the 
absent parent is unemployed or underemployed and in a poor position to provide support. 
CSEA would guarantee some minimum level of child S\?,pport to children for whom awards 
are in place. CSEA payments would be deducted dollar for dollar against welfare payments, 
bur would be retained when someone went to work. serJing as a work: incentive. Proponents 
argue this will increase child suppon awards, increase v/ork. reduce welfare use, and reduce 
child poverty. Critics worry tbat it will be seen as welJare by another .name. and could lead 
to less pressure to collect child support. (Packilge 1: $1:10 million; Packilge 2: $290 million) 

Individual Developmenr Accounts (IDA) and Microernefj'Jrise ProjectJ~-In the long run. 
families which build assets and equity are in a far better position to achieve real 
independence. Both IDAs and microenterprise 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. Microenterprise programs help welfare recipients and others 
to start their own businesses. Supports see £bese as sending a clear rewards for everyone to 
accumulate and join the mainstream, Critics wonder ar-out the cost of SUbsidizing IDAs and 
about the number of welfare recipients who really could succeed as entrepreneurs. 
(Package 1: $60 million; Package 2: $145 million) 

Each initiative has strong support among some member:; of the working group, The two 
packages differ in their level of suppon for each of the:;e initiatives, Package 1 allocates 
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$540 million over 5 years, while Package 2 allocate, $1.1 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 variety of initiatives to coordinate and simplify the system through 
which govemmenl assistance is delivered, to improve th::: incentives for work: and savings, to 
manage the system through performance measures, and to improve accountability and 
program integrity. Most of these initiatives can be done: without legislation, and most of 
either cost nothing or generate savings, Because it is difficult to quantify and get CEO to 
SCOre savings from these measures, we have not included administrative savings in our cost 
estimates . 

We have, however, included several initiatives that incur a modest cOSt Package 1 includes 
the costs of a state option (0 vary the diSregards for WOlk and child suppon in order to 
provide better incentives to famiHes, OUf experience with state waiver requests. suggests that 
many states may take advantage of this option through i ocentive schemes of relatively modest 
costs. Package 2 includes this option, and also includes an increase of SO percent in the 
funds available to PuertO Rico and the territories. The benefit cap for Pueno Rico and the 
territories has been increased only ODee in 15 years. In addition. package 2 includes the 
costs associated with confonning the AFDC and Food Stamps asset rules, which would 
provide a modest incentives for savings by AFDC recip'~ents, 

Discussion 

These two packages reflect our best assessments of how to allocate limited resources at two 
different levels. Other packages clearly could be devis,d. One could do more in child care 
and less in special initia(i.ves 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 funbc:r while sciH meeting the commiOonem to end "welfare as 
we know it. n The limited benefit expansions for tWO-pHrents and work incentives. which are 
in both packages as State options. send very impoIlanr signals about work and family, The 
demonstrations included in both packages are relatively modest. Thus the most critical 
question involves how much of a commitment we shoul;} make to working poor child care .at 
this time. There are both policy and political implications of this decision. which many 
panicipants in the debate have strong feelings about. We Jook forward to discussing it with 
you. 
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'" '" SUMMARY OF C01,'l'SFOR WELFARE REFORM PACKAGES 

'" 

~ 

~ PACKAGE 1 COSTS 

g 
~ --- ­

PARENTAL RESPONSmlLITV :li , TRANSITIONAL ASSISTAN(:E,, WORKlNG POOR CHILD CARE 

'" TWO PARENT (UP) PROVISIONS 
~ 

~ 

~ SPECIAL INITlA TIVES 

g: IMPROVING GOVERNMENT ASSISTANCE 
~.., 
o 
~ TOTAL COSTS FOil PACKAGE I 

~ 
PACKAGE 2 COSTS 

PARENTAL RESPONSmlLlTY 
TRANSITIONAL ASSISTANCE 
WORKING POOR CIIILD CARE ~ 


~ 

M TWO PARENT (UP) PROVISIONS... 

SPECIAL !NITlA TlVES 0 
~ 
~ IMPROVING GOYERNMF.!'/T ASSISTANCE 
N 
0 
N 

@I TOTALCO~TS 

Note 1: Parenlheses denote savings, 

(DoUars in MiUi~) 

FY 1999 5 Year 

Total Total Federal Stale 

(625) (1.220) (130) (1,090) 

3,305 8,170 6,690 !.4SO 
900 I,m 1,500 17S 
315 895 495 400 
225 625 540 85 
265 635 255'lID 

4,445 lO,98U 9,475 1,505 
FYI99\l 5 V..,. 


Total 
 Total Fed..... S.... 

(625) (l.220) (130) (1,090) 
3,415 8.545 6.990 1,555 

1,875 4,315 3,500 815 

895 495 400 
'.'315 1.095 220~~I 

400 f.OSS 665 420 

5,945 J4 j 9.95 12,615 1,J1ID 

laY"" 
Total Federal Stale 

(8,055) (1,980) (6,075) 

25,155 22,030 l.US 
6,930 5,545 1,385 

2,815 1,580 1.295 
l,S3O 1,530 500 
2,060 845 1,21S 

30.&25 19-,S50 .,275 
1D Year 

Total l:'e4era1 Sbde 

(1.055) (1,980) (6,075) 

26,555 23,125 ),4)0 

14,945 11,955 2,990 

2,875 1.580 1,295 

3.945 3.225 720 
USO 1,620 1.6J-O 

43,515 39525 3,m 

... Nole 2: Fiw Year 8t\d Ten Year Federal utimat9:S I'$~nt 6G':4 of at! exp-ondit~ except [or 
~ 

the following: t:o~e1its are at cummt match Holies; cilia support is mat.cfad at ,ales
N 
~ specified In the I'lypotheUcal plan; and comprehenSiVe demonstration grants are matched 8\ 100%. 

~ 
Souroe: HHS/ASPE staft 41st/mates, Tl'Iese estimatqs have been stwotJ wUh staH wtthin HHS and OMS but .., have not been ottk::iaUy reviewed by OMS. The policies dO' not represent a OCR$QIUUS recommendation 

N 

, ~ of the W<>rking Group Co..chalrs. 
~ 

... 

0 
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TABLE Pa_1 - DETAlUlll SlJMMAJ!Y COST ESTIMATES (FEDERAL AND STAT&)
F'ilR ELEM£N1"S OF A WiLFAII,E REFO:RM PROPOSAL 

(By rlSeal )'tsl:T. in millious of dollars) 

5 YlI'lIr 10 Yat' 10 Year 
Fltderal Tmal Ftderal 

"PAKEN 1l\1;"R£SP1JNSIDILI I Y 

Minot MotMn (30) PlG)(85) (SS) 
No Additionallkatcfits for Addl!:ionll Children (220) (2.,150)(66<1) ('10)
ChUd SUPpOrt Enk~a'lt 

Pa.tt:mlty l'!mblllhmcm: (Nel) (535) (400) 
Enforeemw (Net) 

(90) 12.030) 
(160) (4,700)(4CS) (1,5>5) 

Clmvuter Cosu 370 1,08540lS &7<> 
SUBTOTAL, PARENTAL RESPONSIBILITY (I.nO) (130) (B.OSS) (1....) 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

JOes..Prql o o o o 
AddilionA! JOBS Spending 2,11.70 7,1102,295 5,690 
AdditionAl Clilld Care (or lOeS 2,010 1,610 4,910 3.~O 

WORK Prt>t;nlm Ul60 1,330 11,490 9,190.,.AddItional Child Ct.re (or WORK 760 5,240 4.190 
St.vin£:lI: ftom Child Cue and Ocher £~~iort (18S) UOO) (1.480} (IUS) 

Tntnsition.d l:hild Cue 555 445 2,s65 2,050 
9nn.ntb:! Teen Cue M*Ng¢trleJ:\l 210 \70 • 475 
Saving.t • eas.kI"d Reduction 

59S: 
(390) (:llS) (6,(170) (3,340} 

ADP F*f'*l.lld Slate SystcmJAdmitl !ffieietKly ~. 545 825 660 
SUBiOTJ\.L, JOBSlWOIlJ;; 8,]70 6.690 25,18S 12.030 
SlJHTOTAL, JORS/WORK AND PARENTAL RESP 11,1306.958 20.056 

WORKING POOR ClULI) CAR,! (Capped ~ 5900 minion 
in net spentimg). 

005" 

1,875 5.545 
JU!:MOVI! TWO PARENT (UP) RESTRICTIONS 895 1,580 

C4mptchaaivc Grt.ntl 200 200 35. ""~on.CUltodi<ll Paunt JOBSfWORK Prulj.raml 130 m'6S "0 
Aco¢&s Orstrt., and ~Un, DM'wn$U1t1icM 35 3. 607' 
Child SUpPQrt Mslli't.ACI'l Projw.s 120 41S >3. 
IDA And Mietnenrerpri!c< Proj~ 

'50 
20 l7SIS 140 

SUBTOTAL SPEeI.,4,I... INlTlATlVES 511) 1,1lJll 1,530"5 

!MPROVIN(: GOVERNl\1ENT ASSistANCE nGA) 

State F1c.x.ibility on EArned Income 
.and Child S'Jpport Olste&ards 710 2.215 


O'enerr.!ly Conform (but nlJ! JtlGrease) 
 '" 
Nt(:t.! to Fetid StAttlp$ o o o 

AllOw;1'$ (5)(5)1
SUBTOTAL IGA ~ 3811 1145 

GRAND TOTAL 3 •• 82,1',430 
l~rf5idmt's Tnble with Full P~In ill FI ]996 with Furthu /l.dju.~tut\Qt1 in tGA, Worir.itlg Poor 

Child C.~. and Demonstrations; ~ ,.....,....reat PrMUA liS State Option; Eliminate Iacr~$e 

in Ttrritoriei' Cap. Coofwm A.sfft Ruls to F(lIQ(j. ~mp$ .b"U",l"no"I""""","'::"'",In.,."U"'..",ioI,,,-,__________ 
Note I; Puentheses aenol(: !&VU,gl, 
No>tC 2: Pive: Yur -.rtd Tet! Year }1l!dtrai CIU~ rt:pte.WtIt 80" orau elI:putdituru execpt fur 

lhe rOuQlIo'in,: benefics- are at elirrent match l'Iai eh.i.ld Iupport II mAtched at nte& 
.pecifw41t'l tM hy~etic.at pbn; t.nd etllnp~.i...e demonstraW,n grMts all: rrwthcd at 100$. 

$tnlrcc; HHS/A$PE starr C$timAtes:. Thate e.UmJU.e5 ho.V(; b~n shlted \ViU; stt.ffwi;hln ftHS -.rtd OMS bill 
Ia.vo not b~ offlCi4!ly revlowed by OM8. 'The poticiet do not tq)rterot .. cotuen~!.l$ reeommend.tion. 
"f!:he wotk:.in£ GrollP Co-eM!", 

http:wotk:.in
http:e.UmJU.e5
http:hy~etic.at
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TABLE l'a'k>g. ~ - DETAILED SUMMARY C(lST ESTIMA1'£5 (FIUJERAL AND STA.T£J 
FOR ELEMENTS OF A WELFAltI; REFORM PROPOSAL 

(By fiseall£at". in mUlion:i of doIlIrs) 

Sy"" sy~ If) Year 10 Ven 
T.... Ftdl'ftl Tow! Feduu! 

PARENJXL kESPONSlBI 

Minor Mothc:n 
NQ AdditiOrta.l Boocfib ror Addition¢( Childrm 
Child Support Enforcement 

Pt.temtty &ublishlMtlt (Net) 

Enfott\Ctnent (Hal 

Compvtct CDaU 


SUBTOTAL, I"ARENTAL RESPON.....IBILITY 

TRANSInONAL ASSISTANCE FOLLOWED BY WORK 

101l5-P"" 
AdditiOMi JOBS ~diog 
Addition.1 cruw C.re IQr JOBS 

WORK Pm31'Um 
At1ditkonat Child Care for WORK 
Sn"itt&J from Chlld C4~ MId OthetEi:pandon 

TtMsitiomat ChlJd Care 
Enb.tn«;d T~n ~ MIinag;::mCflI 
Sav1ng~ • CaseloMf Redvcclon 
ADP Pcdcralllnd State SystetnsJA4min. Effkicney 

SUDTOTAL, JOBS/WORK 

SllBTOTAL, JOBSfWORK AND PAKltN'fAL RESP 

WQR.I(ING POOR ClfiLD CUE (Capped atSI.9 bilrwrn 
in net spending). 

REMOVE TWO P;lRENT (UP) RESTRICTIONS 

Comprcb~.i.-.: Gnlnts 

NDn-Cwtooiai hrent )OBSIWORK mj;n.m, 

Aeeeu Gnu'l1S and Parenting OemOtl$lration5 

Child Svpport A.UUt:1nC(; ~~ 

IDA ~ Mieroet'lt:rprisCi Project! 

SliDTOTAL srtC1AL INITIATIVES 

IMPROVING GOVERNMENT J\SSlSTANCE OGAl 

Sla[to F1c:xihilit) 011 Etuned' Jooume 
Uld Child Support Diueprdl 
~Uy Conf,mn ALsea to Food S~ 
In<reue Tetritorie:l' Cap. 
All OWen 

SunTOTAL IGJ\ 

(B5) Po) (210) (&5) 
(<<0) (20) (2,tSQ) (S10) 

(535) (90) (2.0'0) (400) 
(~) (160) (4,700} (I,S55) 
46S 370 I.GlS "'0

6,220) mO) ts.<lSSl (1.980) 

m 1.310 1,095'00,..... 5._2,295 1,110 
1,6102.010 4.910 3.930 

1,.330 11 ,4901.... 9.19(t 
610 5,2"0 4,1907'" 

(185) (100) (1.4SO) (SIS} 

44SS55 2.565 '.OS<>
210 S~5 47S17" 

(6,O1O) , (3.346)(390) (m).,. ...545 "5 
23,1258.545 6.m '6,sss 

7,325 6.860 18,500 21.145 

4,315 3,500 11,95514,'45 
1,875 1,580895 '95 

1Jl()200 ,SO».... 2,000 1,600'''' 
 18.B5 10 as 
3lS(> 995'90 

,4518. 420 

1,315 1,095 3,945 

1,22511. 3l1S 350 
100 65$ 2402.' ,3$

I 
105 535IllS 

(165)(75) 
1,085 J}l,, 3,25. t.6i~ 

GRAND TOTAl~,-:::-::-:-:::--:-':"":= _ ...-L.-:I:;:'t:.99",5:..l._-,I~l,::::61"5.J..-,-4""""5",'S::.J..-"J",.,,,,sZ,,-s 

Presld,,"1'$1'nble with Full f'tta'le-ln in FY 1996 with Atijustments in IGA. WOTking Poor Child Care, 


DemcnStnltious; UP Parent Proyisklo II! S~"t<"O,!p"tlo".",.,-____________________ 


No;e 1; ParelUheses denow "yirtSIi. 

Note 2: NYC Yar and Ten Year Fedet1.1 estimlw repre:tenT. SO~ of ,,1] ctpenditun:.s la"Pt for 


\hi: (oUnvoing: ~ are III current ~l\ r.tu; child support is ~t.d at ratJe£ 
specified in the hypoth«ieal plan: smI eomp~eMiye demorutrui)1\ gf'tlnb arc I'J'i,lU:.hed at 100", 

Source: HHS/ASPE sUiff utl.mttcs. These ¢SWlQ hllvc ~ thnred '111m ItaJfwitllln HUS and OMS but 
hAve not becn offwially n::v~ by OMB, The policies do nnt rtprcscnt A WIUCft"1.1I fU'ommcndation 
orfJIe Working Group Co-CbnlrJ, 

http:WIUCft"1.1I

