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Attached are two draft papers that will be discussed at the
meeting on Wednesday.

The moeting will take place from 2:00 to 6:00 p.m. at the Howard
Johnson National Airport Hotel, 2650 Jefferson Davis Highway, in
Arlington, in the Admiral Rickover room.

If anyone is interested, the hotel is accessible by Metro, The
closest stop is Crystal City, which is four blocks from the
hotel. The telephone number at the hotel is (703} 684-7200.



HWELFARE REFORM: A MINIMAL LEGISLATION APPROACH

There are good policy and political reasons for thinking about an
approach to welfare reform that relies a lot on working within
current law, supplemented by discrete pieces of legislation to
deal with specific problems.

The operational justification for this approach is that we are
nowhere neax reaping the benefits from legislation that already
exists, most notably the JOBS and child support provisions of the
Family Bupport Act, and the new child support provisions of the
receni reconciliation law. ¥FSA cerxtainly permits, and many
believe reguires, a dramatic cultural change in the welfare
system. One of the biggest barriers to making anything work at
the street level, let alone bringing about serious cultural
change, is that welfare policies change all the time. People put
all their energy into understanding and "implementing” policy
changes, without ever doing the hard work of actually making them
work. I am convinced that we could get enormous benefits from
actually making the Family Support Act work, if we put our
efforts into applying the lessons that we have already learned,
and iavesting some resources in systems and effective technical
agssistance. ‘ )

The other major policy tool which we already have but are not
using very effectively is the 1115 waiver authority. I believe
that there are ways te shape state demonstrations so that all the
important variations of time limited welfare and of approaches to
making work pay c¢ould be tested. The advantage of doing this
through the waiver authority is that we could do it fast, and
thus take some leadership on the welfare reform efforts that the
states are already engaging in anyway.

The political advantage viv a vis Congress of this approach is
that we would not be perceived as trying to replace the program
that the chair of senate finance is s¢ fond of, but could instead
engage him in a conversation about how to fulfill its promise.
Similarly, we could engage those menmbers of Congress who have
deep interests in child support in shaping that legislation
without requiring thewm to wait for or take a stand on a
resolution of the debate on time limits,

The political advantage for the president is that he ¢ould
announce a bold new approach to welfare, the major elements of
which he was directing the secretary of health and human services
to put into effect inmmediately. The real political advantage
might come if we agtually had some operational results to talk
about in by the summer of 1986,

The major political disadvantage of the approach is that Congress
dogsn‘t get to vote on a big visible package that the president
submits, and may instead feel compelled to vote on something



elze., But I dont't think they’re gouing to want to vote on the
house republican alternative because of its cost. I doubt that
mogt of them would want to vote on a gold turkey time limit once
they actually faced the implications of what they were doing.
They might prefer not to vote on a state flexibility approach,
but might well consent to our doing it through walvers. If we
allowed members of Congress to sign on to and vote on discrete
legislative pisces, we might be able to put together different
coalitions for different pieces, which ought to he easier that
building the ¢oalition for the package. Soc I'm not sure I'm
convinced that not having one big vote Is a disadvantage
actually, but we have to think this part through very carefully.

A minimal legislation approach to welfare reform might have the
folleowing elements:

The JOBS program is good legislation which is nowhere near
reaching its potential. A lot could be done without legislation;
a minimal package of legislation could be developed to enhance
its operation and place more emphasis on employment.

The basic idea would be to genuinely change the culture of the
welfare system by taking the lessons of Riverside nationwide., We
cgould do this through a leadership and technical assistance
campaign, and through developing some of the tools-~like tracking
systems~~that will aid states in running good programs. A major
component of this would be the development of performance
standards which would come into effect in 1996, to supplement or
replace the participation rate reguirements which currvently apply
through 1995,

To really make JOBS work, I think we’ve going t¢ have to change
the matching rates to make them moreg attractive for states. 1
don‘t think this would involve heavy duty spending, I think we’'d
have lots of support, and we dan do it qguickly.

We, or the chair of senate finance, may want to put together a
package of legislative amendments to JOBS that put more emphasis
on employment, It would be helpful, I think, to change some of
the rules on work experience programs to make them gasier to use,
if it were possible to get such changes. I don't think any
legislative changes are cruclial to reorienting the program, bub
it might make some people happy if we made them. If we did a
minimal package, it wonldn‘t have to be in conflict with the
overall qgoal of making the current program work betterxr,

Make child care prourams work. We can go a long way toward a
"seamless” system through regulation. We could also try to do
some consolidations through the budget process.

IV-A cohild care is an uncapped entitlement whose use could be



increased by agressive marketing and perhaps an enhanced match
rate. This should be the bagic day care program for folks in the
welfare system. We may want to change the matching rate to the
JOBS matching rate if we can find some savings to finance that.

Child care for low income working families is most appropriately
funded through the black grant. That legislation will be
reauthorized this year, and we should work hard to make it
supportive of making work pay. Punding for the block grant needs
to be increased, which we should do as the discretionary
appropriations caps allow.

Changing the culture of the welfare system means getting rid of
some ©f the obsession with the details of eligibility
determination and some of the punishment of work, if only to free
up some time and energy that workers could then put into JOBS
activities, We can do a lot through regulation. We could also
invest in some technology and systems development that we could
offer to states, which would be & lot easier to do if we weren’'t
changing the whole prograwm at the same time.

We would need some leglislative changes to make AFDC Food Stamps
and housing consistent in several respects: the filing unit,
assets rules and 8o on. Agalin, though, this could be a discrete,
relatively modest package of changes which shouldn’t be too
controversial.

It’'s glear that a good number of states want to do demos of time
limits, If we worked closely on developing them and were willing
to put some resources in, I feel sure we could get more
thoughtful and productive demos that we‘re currently getting.

One of the deterrents to states doing experiments with time
limits followed by the provising of iobs or community serviges
slots is our reguirement that projects be cost-neutral to the
federal government. My guess is that if we made some funding
available or at least shared the risks, we could get some good
demonstrations of sensible time limit proposals. And if we had
gsome guidelines and time to work with states, we might be able to
aveid some of the policy inconsistency that so many of the
proposals show.

I bet we could have ten good state demos, including some big
states, within a couple of years. That's certainly enough o
¢laim as stage one of a phased in end-to-welfare-as-we-know-it.
If they work, we'll encourage more states to come in, or pass
legislation requiring it, haviny learned, or not, what we ought
to require.
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We're just in the process of funding four state demes of case
management appreaches to making work work. Lots of states want
to experiment with incentive approaches, which we could try to
shape. We could also try to get more states to try CAP
approaches. These might not necessarily be the same states that
were experimenting with time limits, but they could be. Perhaps
we could put together a package of funding that would let some
states test the work support agency concept,

In addition, for both these demos and demos of time limited
approaches, I‘d like toc make the approval of waivers conditional
on good performance in the JOBS program. At least, I°d like to
make any enhanced funding for demos conditional on good
performance. That would send the message that the JOBS program
is the base, and that any new state programs should build on it.

support system work.

As with JOBS, there's a big job to do within the confines of the
current system. In this system, too, we nsed culturs change,
which takes a lot of work and is best done when you’re not
simultaneously adding lots of new activities and requirements,

We simply must get the automated systems working, and develop the
system that will simplify interstate collections by tying the
state autonated systems together. I'm a little worried that
wa've overloaded the system with all the legislative changes
we've made over the last few years, and that if we make a lot
more changes the whole thing may fall apart. Since I don’'t think
the option of starting over with a whole new system is real, X
think this would be a bad thing.

Alternatively, we could put togther a legislative package on
child support, perhaps including some demonstrations of child
support insurance, that I suspect would pass in a minute.
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HYPOTHETICAL WELFARE REFORM PROPOSAL

The following describes a proposal for reforming the current
welfare system based on themes and ideas emerging from the
process underway. The proposal includes measures to make work
pay, improved paternity establishment and child support enforce-
ment, child support assurance, amendments to the current AFDC
program to assist intact families, time-limited transitional
assistance and post-transiticnal work.

The charge to "end welfare as we know it"” involves changing
the culture of welfare as a way of life to welfare as a temporary
"hand up" to families in need. It involves giving parents the
tools they need to provide for their children and escape poverty.
The proposal described below encourages work and self-sufficien-
cy, it provides services and opportunities for those who need
assistance to reenter the labor force, it institutionalizes
parental responsibility, and it strengthens families,.

Rationale for Reform

While opinions diverge about how best to reform welfare,
there is near universal consensus that the current system simply
does not work. Conservatives believe that it destroys initiative
and fosters perverse incentives which discourage both work and
marriage. Liberals contend that it offers modest benefits while
robbing individuals of their dignity and self-esteem. Recipients
feel degraded and trapped by a system that offers no reward for
their efforts to be self-sufficient and gives them no control
over their lives. Taxpayers decry spending seeming innumerable
dollars on a program for which they see little positive result.
And most importantly, millions of children and their parents
languish in poverty within a system that offers little hope for
the future.

While the task of truly reforming our current welfare system
looms large, the consequences of inaction are even more extreme.
Recent decades have witnessed a sharp rise in single-parent
families, which characteristically have a much higher poverty
rate than two-parent families; in 1991, 47 percent of single-
parent families headed by women were poor. Real wages have
declined, particularly during the 1980s, such that finding a job
that pays better than welfare is extremely difficult. And, for
too long we have accepted a system whose main requirements are of
mothers, not fathers.

The whole culture of welfare needs to be changed based on
the philosophy of mutual obligation: the Government needs to
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commit to providing the opportunities, support sexvices and
incentives to allow individuals to move toward self-sufficiency;
the recipient needs to accept responsibility for working toward
that end. Welfare should be viewed as a "hand up”~-temporarxy
assistance to families in need~w~rather than a "band out”,
Instead of punishing the poor or preaching to them, we need to
empower Americans and give them dignity and a sense of control
over their own lives., We need to "end welfare as we know it" by
placing a time limit on idleness and by providing the necessary
means to engender productivity. We need to make work a more
attractive option than welfare by ensuring that those who work
full-time are able to support their families and not be poor, and
that those who work at least part-time are rewarded for their
effores,

Further, we need to change the biased nature of our current
system which expects one parent to do the work two. Through
universal paternity establishment and dramatically improved child
support enforcement, we can ensure that both parents share the
responsibility of supporting their children, Only one-third of
single parents currently receive any court-ordered child support.
By strengthening the child support enforcement system, we can
improve the well-being of all children--regardless of whether or
not they are on welfare-~by ensuring that they receive the
support they desexve.

In addition, we must eliminate the regquirement that AFDC
recipients remain single and remove the so-called *marriage
penalty" that exists in the current system. The data are clear
that children benefit from interaction with two parents, and we
need to remove the rules within the welfare system which
discriminate against two~parent families, By giving priority to
intact families in the public sector work slots and by providing
support for married-couple families to work toward self-
sufficiency, we can encourage families to remain together and
escape poverty.

Summar

The proposal is broad-ranging in scope and includes both
major and minor revisions to the existing system. The c¢hild
support enforcement program would be significantly strengthened,
and a child support assurance system {(whether as a muiti-State
demeonstraticn or a national program) would be implemented. The
programs providing cash or near-cash assistance would be
simplified, disregards standardised, and asset rules liberalized.
Transitional payments and self-sufficlency payments would be
provided for a limited period of time to parents in the process
of preparing themselves to enter the labor force. At the end of
the time limit, work opportunities would be avallable for persons
who were unable to obtain emplovment in the private sector,
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The major components of the proposal are listed below:
Work Pay

Emergency assistance program

Advance payment of the EITC

Work support activities

Pemonstration of work support agency

Consolidation of ¢hild care programs and more generous
funding

Child Support Enforcement and Assurance
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Universal paternity establishment program

Multiple opportunities for consent

In-hospital paternity establishment

Improved efforts to locate absent pareats

Denlal of government benefits across income strata if
paternity is not established

Administrative State process to establish orders based on
uniform, national guidelines

Regular updating of awards

Mandated universal central registries

State enforcement with IRS as Federal backup

New hire reporting and mandating of other enforcement tools
Establishment of child support assurance program if State
meets certain enforcement criteria

Rules simplified and coordinated with other assistance
programg, including definition of filing unit and asset
limits

Incentives to work increased through additional State
flexibility

Disincentives to remain as intact families elimxnated
Benefits pald to recipients who marry

Education and Training

o
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Time

One hundred percent participation reguired for teen parents
$3 billion of additional J0BS funding

Congalidation of food stamp and housing self-sufficiency
programs into JOBS

Counter~cyclical matching rates in JOBS

JOBS made available to non-custodial parents, so they can
meet child support cobligations

Limits



o Expectation of productivity and striect time limits on

idleness

o Intensive efforts to improve ability to acguire and hold
private sector jobs

O Work opportunities if transitional benefits expire

Making Work Pav

Numerous poliecy options could be considersd to make work
pay, including lowering marginal tax rates through fill-the-gap
or AFPDC earnings disregard policies adopted by the States,
providing similar health insurance benefits for those working and
not working, expanding the Targeted Jobs Tax Credit (TJ¥), and
providing child care and transportation services. Of primary
importance is changing the culture within the welfare system to
emphasize that assistance ls transitional and that attaining
self-sufficiency through work is the overriding objective.
Caseworkers must perceive their role as not only managing client
cases but also advecating work and empowering clients to gain the
necessary skills and abilities to obtain permanent enployment.

Emergency Assistance Program

States would have the option to provide a short-term
emergency assistance program to persons who temporarily lose
their jobs in order to encourage such individuals to reenter the
labor force lmmediately.. Assistance would be granted for 2-3
menths (at State option), and this assistance would be gilven
outside of the time-limited, transitional assistance structure.
This could be modelled after a program in Utah wherein if a
family actually goes on AFDC, these payments are counted as AFDC.

Advance Payment of the Earned Income Tax Credit

An important element of making work pay is distributing the
Earned Income Tax {redit (EITC) on a periodic basis, instead of
in a lunmp sum geveral months after the end of the tax yearx.
_Under the proposal, certain low-income custodial parents who are
eligible for the BITC could request to receive payment of the
credit more regularly. To prevent overpayments, approximately 60
percent of the credit would be available on an advanced basis.

Individuals who are receiving the credit on an advanced
basis and whose total family income is less than $20,000 per year
would not be regquired to pay the employee's portion of the Sccial
Security payroll tax.

There are four options for distributing the advanced
payments:

(1) The preferrved option would be for the food stamp office
to administer the credit and gilve an ac¢counting to the
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IRS of payments made at the end of each year.
Recipients would receive both the EITC and food stamps.
These benefits would be administered through an
electronic benefits transfer (EBT) card which could be
utilized at most grocery stores and financial institu-
tions. Recipients could use the card as a savings
account and could draw down or save benefits as needed;

(2) The IRS could administer the credit quarterly based on
information from the previous year‘’s tax returns and
information received from the beneficiary on a postcard
verifying earnings information;

(3) The social service office could administer the credit
to those who voluntarily submitted a form similar to
the IRS W-5 form to the welfare office. Recipients
would receive a monthly advanced EITC check separate
from their regular assistance check, between 2-6 weeks
after they report income. Annually, social services
would provide a statement of the total amount of the
advanced EITC received to each recipient and to the
IRS;

(4) The employer would add the EITC payment to the
employee’s paycheck bi-weekly, monthly or quarterly;

{S) The unemploymeht office would make quarterly payments
based on quarterly reports from employers.

To encourage full utilization of the EITC, the IRS would
reinstitute the practice of routinely calculating eligibility for
the EITC for apparently eligible tax filers who do not request a
refund and automatically send them a refund.

As a means to reduce fraud and abuse, unemployment insurance
records would be used to verify EITC claims.

Work Support Activities

States would be permitted and encouraged to provide
transitional supportive services (through JOBS) in addition to
other authorized transitional services to those who leave the
welfare rolls, when necessary to help them stay off the rolls.
HHS will develop tools and procedures for tracking recidivism,
which will be made available to the States. HHS will report to
Congress and the States on State progress in reducing the number
of people who return to AFDC after leaving, and States would be
encouraged to set goals for reducing returns.
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Work Support Agency Demonstration

HHS will assess the success of work support demonstrations
currently in progress under Section 1115 and will establish
several new small-scale demonstrations in up to six States to
examine the effectiveness of a comprehensive work support agency.
Such an agency would serve as a resource center for clients to
obtain information on available jobs, would offer classes on
resume-writing and other job-related skills, would supervise job
search activities, and would provide the necessary supports (on-
site as much as possible) to enable recipients to successfully
attach themselves to the labor force.

Child Care

Under current law, there are three programs under which
child care is provided to welfare recipients: Child care under
AFDC, Transitional Child Care assistance, and At-risk Child Care.
Under the proposal, these three programs would be consolidated
into one open-ended entitlement with a Federal match at the
Medicaid rate. Eligibility rules would be simplified. This
program would be for recipients of welfare, JOBS participants, or
for those making a transition to the private sector. 1In
addition, outside of this welfare proposal, the Federally-funded
Child Care and Development Block Grant would be expanded to serve
the non-welfare, low- and middle-income population. This
program, for the most part, could not be used to fund individuals
eligible under the former program. As much as possible, other
rules governing these two programs would be standardized. This
strategy will need to be reexplored if sufficient dollars cannot
be added to CCDBG since cotherwise this would reduce available
funding for non-welfare families. Efforts to address the quality
of child care would include a focus on Head Start for eligible
children, linkages between child care and Head Start, consumer
education, and technical assistance and training activities. 1In
the public sector work program, efforts would be made to train
welfare recipients as child care providers.

Paternity Establishment

Federal funding would be made available to States to
implement a paternity establishment program that expands the
scope and improves the effectiveness of current State procedures.
States would be required to meet new Federal requirements to
ensure that paternity is established for as many children born
out of wedlock as possible, regardless of the parents’ welfare or
income status and as soon as possible following birth., To
facilitate this process, States would be required to implement
changes based on the successes of other States, including the use
of in-hospital paternity establishment and civil procedures that
offer multiple opportunities for voluntary consent.



Performance and Measurement Standards

State performance would be measured based upon all cases
where children are born to an unmarried mother--not only upon
cases within the IV-D (child support) system. Each State would
be required, as a condition of receipt of Federal funding for the
child support enforcement program, to calculate a State paternity
establishment percentage based on annual data for all out-of-
wedlock births and all paternities established for new births,
during the same year. The paternity status of all children born
out of wedlock would be tracked throughout the child‘s first 18
years of life, improving significantly each State’s ability to
determine precisely how long it takes to establish paternity on
each birth.

Each State would be required to meet certain minimal
standards of performance for establishing paternity in all cases,
based on the percentage of paternities established by the State
for children within the IV-D system. Old cases presently in the
system in which paternity has not been established would not be
counted in the State’s paternity establishment percentage, but
incentives would be provided for States to work old cases until
they are eventually phased out of the system; States would be
allowed to double-count old cases (cases at least one year old on
the date of enactment) for purposes of meeting both Federal
performance standards and funding incentives. 1In addition,
States must, as a condition for receipt of Federal funding, show
maintenance of effort in working old paternity cases.

Funding and Incentives

The Federal government would reimburse States for the costs
of operating the paternity establishment program, both through
Federal funding for State child support enforcement programs (at
a rate yet to be determined} and through incentive payments to
States based on performance. In addition, Federal funding would
be provided at an increased matching rate of 90 percent to
support specific paternity establishment functions, including the
following: Tt

(1) staff training for both caseworkers, and hospital and
vital records staff;

(2) laboratory testing for establishing paternity; and

{3) outreach programs promoting voluntary acknowledgement
of paternity.

States would be required to reimburse hospitals and other
providers who offer paternity establishment procedures by
providing a fee for each paternity established. Federal
reimbursement would be capped at $20 per paternity established.
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At State option, States could experiment with programs that
provide financial incentives for parents to establish paternity,
and such programs, upon approval of the Secretary, would be
eligible for Federal funding.

Voluntary Acknowledgement

Each State would be required to have in effect laws for the
use of a simple, administrative process for the voluntary
acknowledgement of paternity, including the establishment of a
hospital-based program for acknowledging paternity as soon as
possible following a child’s birth. Voluntary consent procedures
would include: .

(1) requiring health-related facilities to inform unwed

parents about the benefits and the opportunities from
establishing legal paternity for their children;

(2) making blood tests available, if requested by the
parents, at the time of the child’s birth;

{3) requiring full participation by hospitals in paternity
establishment procedures as a condition for reimburse-
ment for Medicare and Medicaid.

Timeframes for establishing paternity through administrative
procedures shall be determined by the Secretary.

Qutreach

Outreach efforts at the Federal and State levels would be
undertaken, emphasizing that the establishment of paternity is
both a parental responsibility and a child’s right. The
Department of Health and Human Services would take the lead in
developing a comprehensive media campaign designed to reinforce
both the importance of paternity establishment and the message
that child support is a "two-parent" responsibility.

States would be required to implement outreach programs
(within Federal guidelines) promoting voluntary acknowledgement
of paternity, which would be eligible, if approved, for an
enhanced matching rate of 90 percent. 1In addition, States would
be required to follow up with all individuals who do not
establish paternity in the hospital, providing them with
information on the benefits of and procedures for establishing
paternity.

Cooperation and Good Cause Exceptions

All mothers with children born out of wedlock would be
provided the opportunity to establish paternity for their
children. As a condition of eligibility for benefits under AFDC,
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Federal housing assistance, the depsndent care tax credit, child
support assurance and for receipt of the tax exemption for
children, a mother must cooperate in establishing paternity for
her child, provided that she does not meet the good cause
exception rules for non-cooperation.

State IV-D workers would be reguired, within 10 days, to
determine whether a mother who wishes to receive Federal benefits
has provided sufficient information ¢o locate the putative
falleged) father. Onee a determination of cooperation is made,
the IV~ worker would inform both the mother and the relevant
programs. Applicants could not be denied program eligibility if
the determination of cooperation was not made within the 10-day
time period, or while an appeal to a determination of non-
cooperation is pending. IV-D agencies would be subject to
sanctiong if they failed to comply with paternity establishment
regquirements established by the Secretary.

Gooud cause exceptions would be granted for non-cooperation
on an individual case basis using strict application of the
existing good cause exceptions for the AFDC program. State IV-D
workars must inform each applicant of the good cause exceptions
avallable under current law and assist the mother in determining
if she meets the definition. Wew standards for cooperation would
be established, which would apply to all applications for
assistance for women with c¢hildren born on or after 10 months
following the date of enactment.

Applicants for public¢ assistance would be referred
immediately to the XIV-D office to provide the necessary
information before eligibility for AFDC is determined. Those
individuals gualifying for emergency assistance, however, could
begin receiving benefits before a determination is made.
Applicants for AFDC who do not meet the definition of ¢ooperation
would lose the mother s portion of the AFDC benefits, but the
children’s benefits would not be affected. If a mother fails to
cooperate and is determined ineligible for benefits, but
subsequently chooses to cooperate, Federal benefits wouid be
reinstated,

Contesgted Paternity (Cases

Each State would be required to establish a civil procedure
to adjudicate contested paternity cases through an administrative
process. The process must be based on one of several models
determined by the Secretary, or the State must seek approval from
the Secretary for a plan designed by the State. Under the
administrative process, each State must refer all contested
paternity cases to an administrative law judge (ALJ) through the
State agency and allow for the use of vourts in paternity cases
only in rare instances. Timeframes for paternity establishment
for contested cases shall be determined by the Secretary.
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Parent Locate Efforts

In addition, each State would be required to improve efforts
to locate absent parents by ensuring that the parent locate
service has access to regquisite State and private records, and
that other States have direct access to the State data bases in
. srder to process interstate cases.

Establishment of Child S

At the time paternity is acknowledged, States must have in
place procedures to cellect the information necessary to
establish a c¢hild support order. Such progedures must be used
for all cases in which paternity is established through the child
support agency. Parents who establish paternity outside the
child support agency must, at a minimum, be provided subseguently
with information on the requirements to, benefits of and
procedures for establishbing a child support order. :

States would establish all initial ordexrs through an
administrative procedure according to uniform, national
guidelines indexed annually for inflation., Orders would be
established on all noncustodial parents regardless of current
ability to pay. Timeframes for the establishment of child
support orders shall be determined by the Secretary.

The Federal government would establish and maintain a
national, universal database of all existing orders with current
information from the Federal income tax returns of all custodial
and noncustodial parents including addresses, and States would be
required to use this information to update orders every two
years,

Collection ld Support Orders

Wage Withholding

Under the proposal, States would assume primary responsibil-
ity for the collection, disbursement and enforcement of child
support payments. EBmployers would withhold support from wages
based on information from a revised W-4 form and would forward
all withholdings to the State office. The State office would
forward child support payments to custodial parents on a monthly
pasis, and would include separately any child support assurance
amounts.

In additicen, all new employees would be reguired to notify
thely employver of thelr child support obligations by filing the
Federal ¥-4 form, which would be revised to collect information
regarding ¢hild support orders and health insurance benefits.
Employers would forward this information to the Federal
government to be verified against the national database of
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orders. The system would be fully automated, and noncustodial
parents would be required to keep the child support office fully
informed of any change in address or employer.

Any child support owed by a noncustodial parent at the end
of the year in excess of that withheld during the year would be
due to the State office and collected via the annual income tax
form. Child support payments would have precedent over Federal
tax liabilities. The non-custodial parent would have various
choices on how to pay his c¢hild support such as automatic
withdrawal from a c¢hecking account, predated checks, wage
withholding or other methods. The choice employed might dictate
the necessity of one or two months of advance payments.

Arrearages

The State office, through its administrative law judges
(ALJs), would have the discretion to reduce child support
arrearages on.a case-by-case basis, if the office determined that
such a reduction would promote the payment of current child
support obligations by the noncustodial parent. This would apply
if the noncustodial parent were making regqular child support
payments ©r were regularly providing in-kind support, such as
child care, to the custodial parent. An ALJ could also reduce
arrearages by reducing the present value of Sccial Security
retirement benefits based upon changes in the earnings records of
noncustodial parents.

The existing rules for distribution of arrearages would be
simplified. The Federal government would retain any arrearages
which resulted in the payment of the assured benefit, and no
monies would be distributed to States as a result of any change
in welfare benefits. Arrearages would be cancelled working
backwards from the date of the arrearage payment on an annual
basis,

Living Arrangements of Unmarried Parents

Unmarried parents of a child born out-of-wedlock who choose
to cohabitate could notify the State of their living status and
thereby preclude the establishment of a child support order,
Paternity would presumably have been established at bixth, as it
would be for all children born out-of-wedlock. As long as the
parents continue to live together, the State would assume that
resources were being sufficiently supplied by both parents for
the child{ren) and would in effect treat the couple as married.
If one parent moves out of the home, he or she would then be
considered the noncustodial parent, and a child support order
would be established.
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If an AFDC mother lives with a new male (not the father of
her child), States would have flexibility over how much of the
new male’s income to disregard in benefit calculations.

Payment of Child_ Support

Because it is important that the custodial parent be aware
of what the noncustodial parent is paying toward the child
support obligation, separate checks would be administered for any
welfare benefits, the child support payment by the noncustodial
parent and the child support assurance amount.

Assured Child Support Benefit

Under the proposal, the Federal government would fund an
annual assured child support benefit on behalf of any child who
has been awarded support, but whose noncustodial parent failed to
pay. The benefit would be administered by the State and would be
determined according to the following schedule indexed to
inflation:

The amount shown in the schedule below, less any
private child support collected:

Number of Children Benefit
1 $1,500
2 . 2,100
3 2,700
4 or more 3,300

States whose AFDC payment level was less than or equal to 30
percent of the Federal poverty level (approximately $12,000 per
year for a family of three) would be required to disregard child
support and assured benefit payments (up to $1,800 annually)
before calculating the AFDC payment such that the State’s AFDC
minimum payment was equal to at least 30 percent of poverty.

This would raise AFDC benefits in approximately 13 low-benefit
States to $300 per month for a family of three. 1In all other
cases, the assured benefit would reduce AFDC deollar for dollar.,

Child support payments and the assured benefit would be
treated as income to the custodial parent for determining AFDC
eligibility and benefit levels and for tax purposes. Child
support payments would be disregarded from earnings of the
noncustodial parent for tax purposes.

Child support assurance would be phased in slowly, State by
State. Before being allowed to pay the assured benefit, States
would be required to meet certain criteria. These criteria (to
be specified in greater detail) would include having a strong
child support enforcement system in place, a fully automated data
system, a universal central registry, and meeting certain targets
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in establishing paternity. Also, as each State implements child
support assurance, cost expectations must not be exceeded,

As an alternative to a national program, child support
assurance could be implemented as an intensive State-wide
demonstration in 8~10 States not limited to, but including, the
following forms:

(1} Universal child support assurance at the levels in the
table above or at levels set by applying child support
guidelines to the minimum wage or to median earnings in
the State;

{2} Pure child support guarantees, wherein the State would
guarantes the actual amount ©f the child support order;

{3} <Child support assurance or child support gquarantees
contingent on good faith efforts of the non~custodial
payments, as shown by payments or by participation in a
Parents’® Faly Share oy other work program for noncusto-
dial parents; and

{4} <Child support assurance paid as a percentage of the
child support ordey, plus a bonus based on payments
made by the noncustodial parent,

After a reasonable time, the Department would assess the
demonstrations and report to Congress on whether one or another
form of child support assurance should be implemented nationwide.

States who wish to conduct demenstrations with tougher
sanctions or time limits than those specified under the
Administration plan could be required to offer child support
assurance. This premise could be justified on the basis that
child support assurance is a necessary safety net before such
drastic measures could be implemented.

Soecial Insurance Programs

Social insurance program benefits based on a noncustodial
parent’s work history (i.e. disability and survivors’ benefits}
and received by his or her children, would be deducted from the
child support owed by the noncustodial parent, In addition, the
child support assurance payment would be reduced dollar~fore
dollar. In the Social Security program, the rules governing the
calculation of payments among children {(particulariy if the
individual has children in more than one family} would not be
altered.

Amendments to the Assistance Program
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Under the proposal, changes would be made to means-tested
assistance programs as follows:

(1)

(2)

(3)

(4)

(3)

(6)

The definition of the filing unit would be standardized
for AFDC, food stamps and housing such that all persons
living within a household and the earnings thereof
would be counted for eligibility purposes. This would
prevent a teenage parent who is living with her own
parents from receiving AFDC if the parents have ample
means to support the teenage mother and her child{ren).
In addition, all parents with a child who is a teenage
parent and who moves out of the home would be required
to support her until the age of 18 (up to age 21 at
State option);

Asset rules under AFDC, food stamps and housing would
be significantly simplified and liberalized. Asset
rules would be completely eliminated for life insur-
ance, burial plots and pension plans. Under AFDC and
food stamps, the asset limit for automobiles would be
raised to $10,000 of net equity. All other asset rules
would be standardized to the existing rules under the
food stamp program;

States would be given the option, when calculating
countable resources, to disregard up to $10,000 in
savings designated for the purchase of a home or for
education. States could also disregard up to $10,000
in assets associated with a microenterprise owned by
the recipient or her family;

Under current law, when food stamps are calculated,
AFDC benefits are taken into account. The AFDC benefit
is assumed to be- 50 percent for housing and 50 percent
for other needs, and housing benefits are calculated
assuming one-half of the AFDC check as income. The
other one-half reduces the housing subsidy dollar for
dollar. Unlike current rules, under the proposal, food
stamps would be treated as income for housing subsidy
purposes. Calculation of the food stamp benefit would
not count the amount of housing assistance received.

As an additional option, the fair market rent for
section 8 housing vouchers and certificates could be
set at 30 percentile;

The 100-hour rule {which specifies that a parent must
work fewer than 100 hours in a month to be classified
as unemployed) would be eliminated;

The quarters of work rule (which specifies that to be
eligible for AFDC-UP the principal earner must have

14



(7)

(8)

(9)

(10)

worked 6 or more quarters prior to one year before
application)} would be eliminated;

In place of the current $50 per month passthrough of
child support, States would be required to increase
AFDC benefit levels by $70 per month for families with
a child support order;

The standard disregard in AFDC would be raised from $90
to $100 per month (with State option to increase up to
$250), and an additional disregard of 20 percent of
subsequent earnings (with State flexibility up to 50
percent) would be added. The child care disregard
would remain the same as under current law (20 percent
of earnings to a maximum of $200 per month per child).

All benefits (including AFDC, housing, food stamps and
the assured benefit, as well as child support payments)
would be taxable to the custodial parent; and

Treatment of children in the welfare system would be
made consistent with treatment of children in the tax
system.

Transitional Assistance

This section describes how the time limit would be
administered and what happens if the time limit is exceeded.
This is an extremely complicated problem, given cost and capacity
constraints. Other options and how the time limit could be
phased in are described later in the paper.

Conceptually, the current AFDC program would be divided into
three parts:

(1)

(2)

Emergency Assistance

States would have the option to establish an emergency
assistance program--a one- to two-month initial payment
for those families desiring only limited assistance.
This program would only be for families who have had
recent job experience and would probably be accompanied
by a job search component;

Transitional payments

The recipient would receive transitional payments for
24 months initially (and 6-12 months when fully
implemented} during which she would be expected to
participate in job search activities and pursue self-
sufficiency. States would be given flexibility on how
rapidly these limits would be phased and whether the
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transitional limit could vary by family type. During
this period, there would be no specific reguirements to
begin education and training activities, but assuming
available program resources, recipients could choose to
begin at any point during the transitional period.
States would have the option to reduce this time period
for certain groups, specifically for teen parents for
whom it would be advantageous to remain in school to
complete their high school education. There would be
some limited ability for recipients to sarn back months
of credit after being off of assistance for a periocd of
vime;

(3) Self-sufficiency paynments

Self-sufficiency payments would be made to all persons
who do not maet the examption criteria listed below and
who are participating satisfactorily in an approved
activity, including but not limited to the following:

a) job search;

b} job-readiness; )

¢y educational activity;

dy high school or GED;

e} Classes on parenting, life and money management,

and self-esteen;
£} training (including on-the-job training}; and
g} community service or family development activity,

Receipt of these payments would be limited to 18 months
{with State option to increase to 24 months).

Transitional and seli-sufficiency checks would be egual to
the current AFDC check lesg child support payments. The
combination of transitional payments and self-sufficiency
payments could not exceed 30 months initially, and 24 months
after full implementation. Under certain circumstances, States
would have the option to extend the benefit period for 6 or 12
months, 1f it was deemed €0 be in the best interest of the
individual. o

Under the proposal, trangitional payments would be limited
to 12 months initially (eventually 6 months), after which (adult)
reciplents would be expected to participate in some activity
leading to employment while receiving self-suificiency payments.
Recipients would be expected to use the entire time period
productively and intensively to eithexr build attachment to the
labor forece or increase thelr human capital, with the overall
goal of increasing their long~term self-sufficiency.

Each new applicant to the system would be asgsigned to a
caseworker with whom she would jointly decide on an individual

16



service strategy. All applicants would be told about the time
limitation and about ithe various education, training, work
experience and job search options available to them. The State
would have considerable discretion in how these services are
delivered, including determining the definition of satisfactory
participation and placing time limits on gertain education and
training opportunities,

Services would be provided through expanded State JOBS
programs. States would be given considerable flexibility, as
under current law, as €0 how reclipients move through the system,
States would be required to properly inform all recipients of
opportunities available to them and of the implications of the
time limit,

Child Support Payments under AFDU

Child support payments (as described in the earlier child
suppert assurance schedule) would be made for a limited period of
time under the transitional assistance program for each child
with a child support order in place or in the process of being
established. This would be a temporary program designed to give
AFDC children a safety net and would only be available in States
where a full~fledged child support assurance payment was not
availlable. These payments would not be in any way conditioned
upon the behavior of the parent. BActual child support payments
would reduce these payments dollar for dollar, and these payments
would not be affected by earnings of the custodial parent. The
proposal to exempt a portion of child support in low-benefit
States (as described earlier) would be applisd to these payments.

Consclidation of Education and Training Programs

Under the proposal, States will be given the option to
consolidate all education and training programs under the
expanded JOBS program. Specifically, States would be allowed to
combine funding for JOBS and the food stamp employment and
training program and to operate tham as a single program. The
advantage of such a combination would be to reducse the adminis-
trative structure needed to run iwo separate, but essentially
similar, programs. In addition, administrators would be
encouraged to use some or all of thelr funding to buy services
from JTPA. Self-sufficiency programs for families with children
in housing programs would be c¢ooxdinated through JOBS. JOBS
would also be expanded to include volunteer parenting activities
such as Head Start or other self-initiated community service
activities {e.g. Michigan). HHS would work with all States to
shape their JOBS programs in ways that are consistent with the
new directions of the plan.

Funding
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Federal funding for the JOBS program would increase by $500
million per year beginning in fiscal year 1995 up to a total of
$3 billion in the sixth year and thereafter. The Federal
matching rate would be raised from the current level to 75
percent., Countercyclical assistance would be provided through an
enhanced Federal match of 90 percent if the unemployment rate in
a State rises above 7 percent,

Exemptions

Exemption from the obligation to participate in education,
training or work activities and from the time limit would apply
to a caretaker of an AFDC child who meets one or more of the
following conditions., He or she:

(1) 1is not a natural or adoptive parent; (this could be a
temporary exclusion until all natural mothers are being
served by JOBS and there exists enough work -~
opportunities);

(2) has care of a child under 1 year old (up to 3 years at
State option). This exemption would be limited to a
"¢hild of record," and additional children would not
gualify the mother for this exemption;

(3) has care of a disabled or ill child or relative;

(4) has a functional disability, illness or impairment that
prevents employability. States would be allowed to
exempt up to 10 percent of their caseloads for those
people with substantial barriers to employment; or

{5) is working more than 20 hours per week (40 hours for
both parents}.

Exemptions 1-5 would result in the payment of benefits
without a time constraint.

Exhaustion of time limits

If an individual has reached the time limit for receiving
transitional payments and self-sufficiency payments and dces not
have access to a private job, public work slot as defined below,
or other State-defined CWEP or other work slot, and is available
to take any job that is offered, and has engaged in job search,
and successfully completed JOBS and/or self-initiated community
service for at least 20 hours per week, States would have the
option to provide a one-time, 12-month extension of the transi-
tional payments.

At the end of this extension {or at the end of the regular
time limit, for States who do not provide the extension), States
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must provide additional payments for individuals described above
at 100 percent State expense. This would be part of the State
AFDC plan, and the State funding reguirement can be justified
based on the addition of child support assurance which is 100
percent Federally funded. This State payment would pot count in
the calculation for any other assistance benefits and must bring
total income to the current level of food stamps and AFDC, less
vhild support assurance amounts. (It is assumed that all mothers
could be receiving child support assurance, except for those who
have established good cause.) If combined food stamp and AFDC
benefits in a State are greater than &80 percent of the poverty
level, States may decrease the combined payment level by up to 20
percent. This payment would continue indefinitely until the
family moved off the AFDC rolls.

and Parentine

Under the proposal, teen parents would be subjiect to the
same requirements under the traansitional assistance and public
work programs as other recipients, with appropriate incentives
and sanctions €0 encourage compliance. States would have the
option to reduce the time period for transitional payments in
order to encourage high school students to complete their
education. Because teen parents are most likely to remain on :
APDC for long pericds of time, these women would receive the most
intensive case management and more compreheénsive training.

Teen parents would be given priority for service by States,
with the goal being complete saturation of the teen parent
population, fTeen parents who have not completed high school .
would be expected to participate full-time in an appropriate
educational activity, unless participation in work or training
activities were determined to be in the best interest of the
teen, To the extent possible, edugational activities should be
combined with work and training activities.

Upon entering the system, teen parents would be assigned to
caseworkers specially trained to work with youthful, multi-
problem families., These caseworkers would serve as mentors for
the teen parents and would, at a minimum, assess their nesds and
those of theilr children, help identify appropriate plans of
activity, help remove barriers impeding progress, refer them to
othexr service providers as needed, and monitor compliance with
participation and other reguirements. In addition, the
caseworkers would be responsible to work to develop partetime and
full-time employment opportunities specifically for teens,

As much as possible, many services for teen parents,
including child care, would be provided at a single site.
Counseling, peer support groups, and courses on topics such as
parenting, self-esteem and life management would alsge be offered.
In addition, health screening and immunizationsg could be
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availlable on~site for the teens and c¢hildren participating in the
program,

To encourage teens to delay subseguent pregnanclies, the
proposal would also include family planning services, including
counseling on the risks and benefits of various birth contrel
methods. The teen parent demonstration project has shown that
mothers often desire to prevent the birth of additional children,
but. they do not often have the means ox ability to £ollow through
with this desire.

When transitional payments and self-sufficiency payments are
exhausted, able-bodied recipients would be expected to partici-
pate in some type of work. EBopefully before reaching the time
1imit, they would have obtained employment in the private sector.
Non-exempt recipilents who have reached thelr time limit without
obtaining a private sector job would be assigned in many
instances to a public work program slot. Work slots would be
designed to improve the employability of participants through
actual work experience and training in order to enable individu-
als to move into regular employment as soon as possible. Intact
families would be given priority to recaive a job slot over
single-parent families,

Even without a work opportunity, at the end of the
transition assistance program, food and housing benefits, as
under current law f£or certain families, would continue to be
available, In addition, child support payments would continue,

The ¢ost of providing post-transitional. job slots would be
funded at a Federal matching rate of 75 percent. A total of
400,000 half-time (20 hours per week} work slots would be created
and 100,000 full-time slots would be created for intact families.
States «who wish to provide additional work slots or hours per
week above the minimunm reguirements could receive Federal funds
at a matching rate of 50 percent, Fifty thousand of the half-
time slots would be for noncustodial parents. Job slots would be
allocated to the Htates based upon State AFDC caseload numbers,
and States would be reguired to fully utilize all slots
allocated.

Job slots would be created within local governments and
through contracts with private, non-profit employers. Workers
would be compensated at the minimum wage, the number of hours
required to work would be at least 20 per week {up to 40 hours
per week at State option)., Work assignments for less than 20
hours per week could be made, if the client has a part-time
private sector job such that the combined hours from the private
and public sesctor jobs was greater than 20 hours per week,
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Priorvitization of wWork Slots

Thae work slots would be first assigned to teen parents and
intact families and then to those recipients most in need of
assistance {#.¢g. without housing, without c¢hild support, through
a walting list).

Public Work Program Jobs

Public work program jobs would operate like “real”™ jobs,
with clients receiving a bi-weekly paycheck and with normal
emplover-employee relationships assumed., 7The welfare department
would assume that the participant is being pald for the hours
specified; wages under the work slotg would be counted as
earnings and benefits calculated respectively. ¥For any required
hours that the participant failed to work, wages would be reduced
accordingly. If a client fails to perform satisfactorily or does
not show up for an extended period ¢f time, he or she could be
"£ired”, which would in effect entall & whole family sanction.

States would have discretion to determine how long clients
could remain in the public work program up to a maximum of 18
months. Por every vear off of AFDC and public sector work,
individuals would be able to earn two months of ‘credit’ for
transitional payments,

Public work program jobs would be entry~level jobs which are
newly c¢reated {(as much as possible) in order to minimize
displacenent of regular workers. They should be useful, genuine
work, including positions such as teacher’s aides, health aides,
office aides, child care workers, Head Start aides, recreational
aides, library assistants, as well as ¢lerks in welfare and
employment agencies. Allowing AFDC recipients to work in child
care centers or be paid to operate their own family day care
homes could be particularly beneficial. Qutdoor assignments
caulg include gardening, park maintenance, road yrepair, building
repair,

As much as possible, community organizations should be
utilized to supervise groups of workers assigned to special
projects within their local communities, including youth
projects, painting and housing rehabilitation, recyoling
programs, senior citizens’ programs, family day care programs,
community beavtification and entrepreneurial endeavors.
rerformance pay incentives could be provided to organizations
{both forwprofit and non-profit) and possibly te welfare offices
which provide jobs to move families from welfare to work.

Treacment of Farnings

In ordey to encourage movement into the private sector,
earnings from public work would not be counted as income for
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purposes of calculating the earned income tax credit, and no
vnemployment benefits would be paid. <Current law rules for the
workers’ compensation program and the Secial Security program
{including payment of the FICA tax) would apply. All benefits
wounld be caleculated according to existing rules; this implies
that individuals would leave the AFDC program first, the food
stanp program second, and the housing program thirxd.

Additiconal Options

Several additional options exist for implementing the twoe
year time limit. All of these entail offering some work
opportunities, but there is a recognition that many more
individuals will exhaust transitional payments than there are

work slots. Some of these options are much more viable than
others:

{1}y Cold turkey "

This option would entail simply ending AFDC for all
reciplents after two years--regardless of whether or not
they have found a job in the private sector or not--without
offering any public sector work opportunities. To many,
cold-turkey time 1imits not only save money, but they
represent a philosophical approach to the welfare conundrum
and a plausible interpretation of the promise to "end
welfare as we know it." However, time limits without
protections for c¢hild well-being are repugnant to much of
the public and the Congress, and this approach seems highly
irresponsible and likely to cause undue harm to low-income
families and children,

(2) Public sector, part~time, minimum-wage jobs for all whe
reach the time limit

Under this option, public sector job slots would be granted
to every recipient who reaches the time limit. These jobs
would continue until recipients were able to move into the
private sector labor market. While this option may be
desirable in an ideal world, funding and capacity con-~
straints prevent it fxom being a viable alternative.

Perhaps under very favorable circumstances this option could
be made to work, with work slots being offered to all who
exhaust transitional assistance payments., The plan would be
phased in slowly: a) with teens, b} by cchort saturated
within a given area of a State, c)} by State.

1T£ J0OBS was very successful, if health insurance was
implemented, and if the BITC and other support systems
worked well, it might be possible to argue that enough work
slots would be created to meet the demand. The number of
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reguired job slots would be carefully monitored as the plan
w&s implemented.

{3) Reduce regular or current AFDC payments by 50 percent
permanently, or let a reduced AFDC payment continue for
another 12 to 36 months,

{4y Instead of child support payments, create a small
housing benefit for all those who exhaust transitional
payments.

(5) Like the preferred option except that for those who are
not assigned a work slot, AFRC could continue for
another 18 months.

(6) After serving 180 days in & work slot successfully, one
could again receive AFDC benefiis. (I think this is a
non-starter, but it does protect the safety net.)

Alternative Work Programs

States would be granted significant flexibility to augment
their statewide public work program with smaller-scale strate-
gies, including efforts to subsidize private employers to employ
time~limited c¢lients through wage supplementation strategies.
These would be of limited duration (probably no longer than the 9
wmonths of APDC supplemented work under current law), and
employers would be expected te offer regular employment to the
participants at the end of the wage-supplemented period. Under
such programs, the State’s share of each client’s wage could be
‘halow the minimup wage, so long as the total of the State’s share
and the employer’s contribution are at least egual to the minimum
wage.

States would also be given flexibility to design programs
that offexr work and training opportunities simultansously.
However, the Federal public work program fundg could only be
applied toward those activities which constitute actual work.

To encourage movement into private sector dobs, clients
would be expected to participate in supervised iob search
concurrently while working in the public work program. Job
search could be completed on an individual basis oy through
participation in a job clubk for a certain snumber of hours per
week., In addition, States could establish a required period of
full~time job search either before or after a public work
assignment.

States would bg encouraged Lo develop job networks through

variocus means such as the Department ¢f Labor’'s proposed “one-
stop shopping” information system, job banks with reguirements
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that employers list available idobs, and alternative networks such
as job fairs and subsidized employment newspapers.

Prevention

A principal facter contributing to risky behavior by
adolescents is their perception that they have little to lose if
they don’t delay beconing parents and little to gain if they do.
This view does not entail a belief that adolescents make choices
about sexual activity amd contraception based upon fine estimates
of the present value of future income streams. However, it does
assume that, 1f the desirabllity of the options at-risk youth see
before them could be changed, their childbearing behavior might
change as well.

Therefore, the proposal would include various incentives to
encourage teenagers to stay in school to complete their high
school education and te delay baving children., Elementd of such
a strategy would include making the resgsponsibilities that parents
bear more transparent and increasing the opportunities that at-
risk youth enjoy when they avold becoming parents, States would
be given considerable flexibility to design demonstrations to
test such ideas bassd on programs that have shown positive
results {such as Learnfare).

Work and Training Requirements for Nonc

Under the proposal, ten large-scale, saturation demonstra-
tion projects would be conducted to evaluate the potential impact
of enforcing requirements for and providing services to
noncustodial parents. Undex these demos, the JOBS program would
be modified and funding would increase {by $150 million in 1995,
$3C00 million in 1996, and $500 in 1997 and thereaftery, and
50,000 additional PSE job slots would be created., In addition,
150,000 CWEP slots would be created to accommodate participation
by noncustodial parents who have failed to, or are unable to, pay
child support. These CWEP slots would allow non-custodial
parents to work off their child support arrearages and would
prevent JOBS from loocking too attractive as a means to avoid
payment. These parents would be required to participate-in an
initial parenting/job~readiness activity {such as Operation
Fatherhood} for six months prior to receiving a job sliot. After
successful completion of a job slot experisnce, noncustodial
parents could be eligible for additional education and training.

A State administrative law 3judge {(ALJ) could require
mandatory participation in job search activitiss, on-the-job
training or work exparience courses under the JOBS program for
noncustodial parents who willingly f£ail to pay child support.
Noncustodial parents who are unable to pay child support but are
not more than two meonths delinguent would have an oppartunity to
valunteer for participation in the JOBS program or other
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specified activities, during which time the current child support
order would be walved.

Tax Treatment of Child Support and Benefits

Under the proposal, the household standard deduction would
be increased to the level of the joint standard deduction., For
1993, this implies an increase of $7506. Child support payments
and the assured benefit would be taxable to the custodial parent,
and tax deductible to the noncustodial parent, if the custodial
parent receives the personal exemption for the child. If the
nancustodial parent receives the personal exemption, child
support payments would continue to not be included in gross
income to the custodial parent. AFDRC benefits, food stamps, 8§81
and housing benefits would all be counted as taxable income to
the custodial parent.

Phasing

The plan should be phased in such that lessons learned
through implementation of variocus parts could be used to guide
future implementation. This would imply a regquisite level of
flexibility throughout. The number of work slots would dbe phased
in as described earlier. As we galn experience from the program
and gather evidence of the impact 1t has, the number of slots may
need to be raised.

For numerous reasons, including capacity and cost con-
straints, the reform plan will neesd to bg phased in over a period
of years, While strong arguments exist for sach of the different
phase~in strategies, the cohort phase~in may most clearly convey
the message that the current system is seriously being reformed,
Under the cohort option, States would be reguired to serve all
members of an incoming coehort {e.g. all applicants in a given
year, or specific sub-groups within an incoming cohorxt). States
would alsc be encouraged to phase in the plan by office or
geographical area and in so doing, must endeavor to change the
entire culture ¢f the welfare offices. States might choose to
serve some of the existing caseload but would not be reguired to
do sc. As emphasized under the teen pregnancy and parenting
section, one specific subgroup that must be served on a
gaturation basis is teen mothers.

In 1994, HHS should work with States who have existing
waivers or who want to develop new waiver requests for programs
that approximate what is outlined in this proposal. The cost
neutrality reguirement in Section 1115 should be relaxed in
specific ways to allow some States to make investments in
accordance with the overall goals of the plan. ({Assuming the
final plan will end up somewhere betwesn the Adminstration plan
and the Republican proposal, the territory bestween the two ¢an be
defined as limiting the shape of the waivers.} &Allowing States
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increased walver flexibility would provide a good head start on
the process and would hopefully yield successes sarly on. HHS
should work with all States to shape their JOBS programs in ways
that are consistent with the new directieon. Current JOBS
participation requirements, which in 1995 will be 20 percent,
would apply to the continuing caseload.

Official phase-in, assuming the passage of legislation in
19384, would start with applicants to the welfare system in 1995,
The applicants would be informed very clearly about the new
program, the opportunities available to them, and the time limits
they will face. During the first vear of the program, new
investments would be focused on job search and job development,

. work support activities, and expanding the current JOBS program
for the entering cohort. HHS would develop the systems and
procedures needed to track the new cohort, and goals would be set
for an increase in exits and a decrease in recidivism. Savings
over the baseline would be calculated accordingly. -

in 1996 and beyond, ewmphasis would remain on work support
activities and job search and development activities for the
entering cohort, For the 1995 cohort, States would be required
to have at least 30 percent of the cohort in their second year
receiving self-gufficiency payments (implying JOBS program
participation) rather than transitional payments. States would
be encouraged to meet this participation rate target by serving
all teen parents and through saturation programs in 30 percent of
theiyr offices, HHS would continue to track exits and recidivism
and would c¢alculate any savings over the baseline. The JOBS
participation reguirement for the continuing caseload would
remain at 20 percent. This group, however, would disappear
rapidly because anyone who cycles off the rolls and back on again
would be considered a new entrant.

Sanction Policy

Sanction pelicy would follow current law with some
additional State flexibility. Not participating in J0BS for a
given month when reguired would result in using up a month of
transitional payments and at State coption up to three months of
the adult portion of the AFDC grant.

The penalty for not working the required number of hours in
the work slot was described earlier in the document. The penalty
for not taking a private sector job when offerad could follow
current law, or result in the loss of all remaining months of
transitional payments, or it c<ould be the same penalty a5 not
taking the work opportunity. The State would calculate the
amount of assistance as if the job had been taken and adjust all
forms of assistance accordingly. The actual penalty would be at
State discretion.
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State Waivers

Explicit waiver integration would be allowed by States which
have existing walver demonstrations in place and wish to
incorporate parts of the new plan into thelr demonstration,
Howevey, States could opt to defer compliance with the welfare
reform plan until after the expiration of the existing waiver,
The latter would be encouraged to allow sufficient time to
chsaerve the results of experimentation underway.

Fraud and Abuse

Aggressively attacking fraud and abuse and ensuring that
only those eligible for welfare benefits receive assistance isg
critical to developing public confidence in public assistance
programs. Misuse ¢f the system damages both recipients who are
“doing the right thing® and taxpayers by reducing the willingness
of the public to support social service programs and by wasting
taxpaver resources. Eliminating fraud is an important goal to
persons on all sides of the welfare debate and should be used to
garney Congressicnal and public support.

Measures to attack fraud could include implementing a
program of “"front-end" fraud detection (based on a proposals now
pending in the Massachusetts State legislature); establishing a
nationwide fraud hotline; changing Federal and State law as
necessary to allow welfare offices to verify eligibility
information with other government offices and organizations; and
encouraging and facilitating the use of national computey
eligibility systems. |

Reform by Regulaticg

As nmuch as possible, the welfare reform proposal should be
implemented through regulatory changes as opposed to Congressio-
nal action. This would particularly apply to changes in program
rules such as asset rules in AFDC, food stamps and housing and
the 20~hour rule in the AFDC program.

A thorough evaluation of all aspects of the proposal would
be conducted after the time-limited transitional assistance and
public work programs had been fully implemented. If it was
determined that harm was being done to children, the President
would have the authority to modify or eliminate the time limit,

[Evaluation section needs work]

In addition to the child support assurance, non-custodial
parent and work support agency demongtrations described earlier .
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in this paper. a variety of other demonstration proijects would be
designed:

cost

{1} America ¥Works

A demonstration would be conducted based upon the success of
the America Works Corporation in New York and Connecticut.
Under this program, the contractor finds jobs in the private
sector and prepares welfare clients to obtain these
positions. The AFDC check isg used to subsidize wages during
a six-month trial pexiod, and if the worker performs well,
she is permanently placed in the job, and America Works
collects a placement fee¢ of about $5,000;

(2] Incentives to pay c¢hild support

A demonstration would be conducted to test the effects of
certain incentives for fathers to pay child support., Of
particular interest would be whether the amount of child
support paid by low-income fathers could be increased; and

{3y School attendance
A demonstration would be conducted to test the effects of
various incentives and sanctions in encouraging welfare

recipients to attend school in order to complete their high
school education.

The proposal would be deficit neutral and other than the

taxation of welfare benefits previously described would involve
no additional taxes {with the possible exception of previously
submitted proposals involving the extension of social security
coverage). Most of the financing would come from tightening
eligibility rules for non-gitizens receiving welfare payments and
other entitlement program changes. :
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CONRIDENSELT, Revised 9/02/93
WELFARE REFORM PROPOSAL

The following describes a proposal for reforming the current
welfare system based on themes and ideas emerging from the
process underway. The proposal includes measures to make work
pay, improved paternity establishment and child support enforce-
ment, child support assurance, amendments to the current AFDC
program to assist intact families, time-limited transitional
assistance and post-transitional work. v

The charge to "end welfare as we know it" involves changing
the culture of welfare as a way of life to welfare as a temporary
“hand up" to families in need. The proposal described below
encourages work and self-sufficiency, it provides services and
opportunities for those who need assistance to reenter the labor
force, it institutionalizes male responsibility, and it'.strength-
ens families.

Rationale for Reform

While opinions diverge about how best to reform welfare,
there is near universal consensus that the current system simply
does not work., Conservatives believe that it destroys initiative
and fosters perverse incentives which discourage both work and
marriage. Liberals contend that it offers modest benefits while
robbing individuals of their dignity and self-esteem. Recipients
feel degraded and trapped by a system that offers no reward for
their efforts to be self-sufficient and gives them no control
over their lives. And lastly, taxpayers decry spending seeming
innumerable deollars on a program for which they see little
positive result.

While the task of truly reforming our current welfare system
looms large, the consequences of inaction are even more extreme.
Recent decades have witnessed a sharp rise in single-parent
families, which characteristically have a much higher poverty
rate than two-parent families. Wages have declined, particularly
during the 1980s, such that finding a job that pays better than
welfare is extremely difficult. And, for too long wé have
accepted a system that requires everything of mothers and nothing
of fathers.

The whole culture of welfare needs to be changed based on
the philosophy of mutual obligation: the Government needs to
cemmit to providing the opportunities, support services and
incentives to allow individuals to move toward self-sufficiency;
the recipient needs to commit to accepting responsibility for
working toward that end. Welfare should be viewed as a "hand
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up” -~ temporary assistance to families in need--rather than a
“hand gut". Instead of punishing the poor or preaching to them,
we need to empower Americans and give them dignity and a sense of
control over their own lives. We need to make work a more
attractive option than welfare by ensuring that those who work
full-time are able to support thelr families and not ke poor.

Further, we need to change the biased nature of cur gsurrent
system which sxpects one parent Lo 4o the work twoe. Through
universal paternity establishment and dramatically improved child
support enforcement, we can ensurs that both parentsg fulfill
thelr responsibility to support their children. Only one-third
of single parents currently receive any court-ordered child
sypport, By strengthening the c¢hild support enforcement system,
we van improve the well-being of all children--regardless of
whether or not they are on welfare--by ensuring that they receive
the support they deserve.

In addition, we mugt eliminate the requirement that
recipients remain single and remove the so-called "marriage
panalty® that exists in the current system. The data are clear
that children benefit from interaction with two parents, and we
need Lo remove the rules within the welfare gsysten which
discriminate against two-parsnt families. By giving priority to
intact families in the gpublic gector work slots and by removing
barriers to self-sufficiency for married-couple familieg, we can
encourage families to remain together.

Summary

Under the propesal, the ¢hild support enforcement program
would be significantly strengthened, and a child support
assurance system would be implemented. The programs providing
cash Oor nsar-cash assistance would be simplified, and cash
assistance for those capable of working in the private sector
would be time-limited. The custodial parent would receive full
APDC benefits for a limited, transitional period during which
intensive efforts through a variety of services, sducation, and
training programs should enable the parent to move towards self-
sufficiency. After this time period ends, if the regipient has
not found a job in the private sector, he or she would be offered
a minimum-wage 20-hour public work slot {up to 40 hours at State
optiony. The welfare office would then recompute benefits under
the AFDC, food stamp and housing preograms, assuming the recipient
is working 20 hours (up to 40) at the job provided. Earaings
would be reduced propoertionately for hours not worked, but any
assistance benefits would not be affected. Thus, there would be
a direct and immediate relationship between work and economic
wall-baeling.
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At the end of 18 months, the public sector jcb would end. ?r
Child support, housing and food stamp beneflits would continue,

but cash assistance would end. The incentive to take a private
sector part-time job would be very strong. In addition,

recipients working in a public sector job would nct be eligible

for the earned income tax credit. At all points in time, there

would be a large incentive to participate in the child support
asgurancs system,

Bullet Summary

Make Work Pay

Advance payment of the EITC
Demonstration of work support agency
Child care programs consolidatec and funded more generously

QOO0

Child Support Enforcement and Assurance

153 Universal c¢hild support and paternity establishment program

o Multiple opportunitiss for consent

© In-hespital paternity establishment

o Denial of government benefits across income strata if ! ol
paternity is not established - 3¢

o Regular updsting of awards

o Mandating of universal central registries

o State enforcement with IRS as Federal backup

o New hire reporting and mandating of other enforcement tools

o - Establishment of child suppori assurance program if State PFL@W
meets certain enforcement criteria o,

AFDC 4o 3 eollakv

o Rules simplified and coordinated with other assistance
BYOYYans

o incentives to work increased through additional State
flexibility

o Barriers to remain as intact families eliminated

Education and Training

o 100 percent participation reguired for teen parents

o $3 Billion of additional funding .

o Consolidation of food stamp and housing self-sufficiency / 3»1
pragrams into JOBS

o Counter~zyclical marching rates in JOBS l 1

o JOBS made available to non-custodial parenis. so they can

meet ¢hild support obligations



Time Limits

Tl iz-month time limit on AFDC payments l ?ml
o Intensive safforts to improve ability to acguire and hold e
private sgctor jobs i
0 Work opportunities 1f transitional benefitg saplire
o Safety net protected if custodial parent works or has a "
child support order or both ’
Making Work Pay
Numerocus policy options could be considered to make work
pay. including lowering marginal tax raftes through £ill-the-gap
or AFDC earnings disregard policies adopted by the States,
similar health insurance benefits whether working or not, and
child care and transportation services,
Advance Payment of the Earned Income Tax Credit
An important element of making work pay is distributing the
Earned Income Tax Credit (EITC) on a periwvdic basis, instead of
in a lump sum several months after the end of the tax year.
Under the propossl, certain low-income custodlal parents who are
eligible for the EITC could reguest to recelve payment of the
credit morg regularly. To prevent overpavments, approximately 60
percent of the credit would be available on an advance basis.
There are four options for making the payments:

(1) 'The employer would add the BITC payment to the
employee’s paycheck bi-weekly, manthly or guarterly;

{2} The food stamp office would administer the credit and
give an acoounting to the IRS of payments made at the
end of each year;

{3y  The unemploynent offics would make guarterly payments
bagsed on quarterly reporis from smployers;

{41 The IRS could administer the c¢redit guarterly based on
information from the previous year’s tax returns and
information received from the beneficlary on a postcard
verifying earnings information.

Work Support Agency Demonstration {?;;fgrw
\ o
Several swmall-scale demonstrations would be conducted in 2-4 | Rﬁ

States to examine the effectiveness of a comprahensive work ﬁ7ﬁ$
support agency. Such an agency would serve as a resource centar T
for clients to obtain information on available jobs, would offer

classes on resume-writing and other job-related skills, would

supervise Jjob search activities, and would provide the necessary



supports (on-site as much as possible) to enable recipients to
successfully attach themselves to the labor force.

Child Care

Under current law, there are three programs under which
child care is provided to welfare recipients: Child care under
AFDC, Transitional Child Care assistance, and At-risk Child Care.
Under the proposal, these three programs would be consolidated
into one open-ended entitlement with a Federal match at the NO
Medicaid rate. Eligibility rules would be simplified. This
program would be for recipients of welfare, JOBS participants, or
for those making a transition to the private sector. 1In
addition, outside of this welfare proposal, the Federally-funded
Child Care and Development Block Grant would be expanded to serve

only the non-welfare, low- and middle-income population. This ﬁﬂgcﬁﬂ
program, for the most part, could not be used to fund individuals amL%Wfl
eligible under the former program. As much as possible, other on Fufeory

rules governing these two programs would be standardized. This
strategy will need to be reexplored if sufficient dollars cannot
be added to CCDBG since otherwise this would reduce available
funding for non-welfare families. Efforts to address the guality
of child care would include a focus on Head Start for eligible
children, linkages between child care and Head Start, consumer
education, and technical assistance and training activities. 1In
the public sector work program, efforts would be made to train
welfare recipients as child care providers.

Paternity Establishment

Federal funding would be made available to States to
implement a paternity establishment program that expands the
scope and improves the effectiveness of current State procedures.
States would be required to meet new Federal requirements to
ensure that paternity i1s established for as many children born
out of wedlock as pessible, regardless of the parents’ welfare or
income status and as soon as possible following birth. To
facilitate this process, States would be required to implement
changes based on the successes of other States, including the use
of in-hospital paternity establishment and civil procedures that
offer multiple opportunities for voluntary consent.

Performance and Measurement Standards

State performance would be measured based upon all cases
where children are born to an unmarried mother--not only upon
cases within the IV-D (child support) system. Each State would
be required, as a condition of receipt of Federal funding for the
child support enforcement program, to calculate a State paternity
establishment percentage based on annual data for all out-of-
wedlock births and all paternities established for new births,
during the same year. The paternity status of all children born
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cut of wedliock would be tracked throughout the child’'s firsc 18
years of life, improving significantly sach State’s ability to
determing precisely how long it takes to establish paternity on
each birth,

Each State would be required to mest ¢ertain minimal
standards of performance for establishing paternity in all cases,
based on the percentage of paternities sestablished by the State
for children within the IV-D system. Old cases presently in the
system in which paternity has not been established would not be
counted in the State’s paternity establishment percentage, but
incentives would bhe provided for States to work old cases until
they are eventually phased out of the system; States would be
allowed ta double-count old cases (cases at least one year old on
the date of enactment) for purposes of meeting both Federal
performance standards and funding incentives. In addition,
States must, as a condition for receipt of Federal funding, show
maintgnance of effort in working old paternity cases.

Funding and Incentives =

The Federal government would reimburse States for the costs
of operating the paternity establishment program, both through
Federal funding for State child support snforcement programs (at
a rate yet to be determined) and through incentive payments to
States based on performance. In addition., Federal funding would
be provided at an increased matching rate of 80 percent to
support specific paternity establishment functions, including the
following:

{1y staff training for both caseworkers, and hospital and
vital records staff;

{2} laboratory testing for sstablishing paternity; and

{3} outreach programs promoting volunitary acknowledgement
of paternity.

States would be reguired tg reimburse hosplitals and other
providers who offer paternity establishment procedures by
providing a fee for each paternity established. Federal
reimbursement would be capped at 320 per paternity established.
At State opticn, States could experiment with programs that
provide financial incentives for parents Lo establish paternity,
and such programs, upon approval of the Secretary, would be
2ligible for Federal funding.

Voluntary Acknowledgement

Each State would be required to have in effect laws for the
use of a simple, administrative preocess for the voluntary
acknowledgement of paternity, including the establishment of a
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hospital-~based program for acknowledging paternity as soon as
possible following a child’s birth. Voluntary consent procedures
would include:

{1} reqguiring health-related facilities to inform unwed
parents about the benefits and the opportunities from
establishing lggal paternity for their children;

{2} making blood tests available, if requested by the
parents, at the time of the child’'s hirth;

{3y reguiring full participation by hospitals in paternity
astablishment procedures as a condivtion for reimbursew
ment for Medicare and Medicaid.

Tineframes for establishing paternity through administrative
procedures shall be determined by the Secretary.

Outreach

Dutreach efforts at the Pederal and State levels would be
undertaken, emphasizing that the establishment of paternity is
both a parental responsiblility and a child's right. The
Department of Health and Human Services would take tThe lead in
developing a comprehensive medla campaign designed to reinforce
both the importance of paternity establishment and the message
that echild support is a "two-parent® responsibllity.

States would be reguired to implement outreach pragrams
promoting voluntary acknowledgement of paternity, which would be
eligible, if approved, for an enhanced matching rate of 90
percent., In addition, States would be reguired to follow up with
all individuals who do not establish paternity in the hospital,
providing them with information on the benefits of and procedures
for establishing paternity.

Cooperation and Good Cause Exceptions

All mothers with c¢hildren born out of wedlock would be
provided the opportunity to establish paternity for thelir
children, As a condition of eligibility for bsnefits under AFPDC,
Federal housing assistance, the dependent cere tax c¢redit, child
suppart assurance and for receipt of the tax exemption for
ehildren, a mother must gooperate in establishinyg paternity for
her ¢hild, provided that she does not meet the good cause
axogption rules for non-eotparation.

State IV-D workers woeuld be reguired, within 10 days. to
determine whether a mother who wishes 1o rsceive Federal benefits
has provided sufficient information to locate the putative
(alleged) father. Once a determination of cooperation is made,
the IV-D worker would inform both the mothey and the relevant
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programs. Applicants could not ke denled program eligibility if
the determination of cooperation was noat made within the 10-day
time period, or while an appeal to & determination of non-
cooperation is pending. IV-D agencies would be subject to
sanctions if they failed to comply with paternity establishment
reguirements estabklished by the Secretary.

Good cause exceptions would be granted for non-cooperation
on an individual case basis using strict application of the
existing gooad cause exceptions for the AFD program. State IV-D
workers must inform each applicant of the good cause exceptions
available under current law and assist the mother in determining
if she meets the definition, New standards for cooperation would
be established, which would apply to all applications for
assistance for women with children born on or after 10 months
following the date of enactment.

dpplicants for pubic assistance would be referred immediate-
ly to the V-D office to provide the necessary information bhefore
eligibility for AFDC is determined. " Those individuals -qualifying
for emergency assistance, however, could begin receiving benefits
before a determination is made. Applicants for AFDC who do not
meet the definition of cooperation would lose the mother’s
portion of the AFDC benefits, but the ¢hildren’s benefits would
not be affected. If a mother fails to cooperate and is
determined ineligible for beneflis, but subsequently chooses to
cooperate, Federal benefits would be reinstated.

Contested Paternity Cases

Each State would be required to establish a civil procedure
to addudicate contested paternity cases through an administrative
process. The process must be based on one of several models
determingd by the Secretary, or the State must seek approval from
the Secretary for a plan designed by the State. Under the
administrative process, each State must refer all contested
paternity cases Lo an administrative law judge {ALJ) through the
State agency aund allow for the use of courts in paternity cases
only in rare instances. Timeframes for paternity establishment
for contested cases shall be determined by the Secretary.

Parent Loovate Efforts

In addition, each State would be required teo improve siforts
to logate absent parents by ensuring that the parent locate
service has access to reguigslite State and private records, and
that othexr States have direct accuess to the State data bases in
ordeyr to process interstate cases.
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Establishment of Child Support Qrders

At the time paternity is acknowledged, States must have in
place progedures to collect the information necessary to
establish a ¢hild support order. Huch procedures must be used
for all cases in which paternity is establisbed through the child
support agency. Parents who establish paternity ocutside the
child support agency must, at a minimum, be provided subseguently
with information on the benefits of and procedures for establishe
ing a c¢hild support order.

States would establish all initial orders through an
administrative procedure according to uvuniform, national
guidelines indexed annually for inflation. Orders would be
established on all noncustodial parents regardless of current
ability to pay. Timeframes for the establishment of child
support orders shall be determined by the Secretary.

The Faderal government would establish and maintain a
national, universal datsbase of all existing orders with current
information from the Federal income tax returns of all custodial
and nongeustodial parents including addresses, and States would be
regquired to use this information to update orders every two
years,

Suppartd Orders

Wage Withholding

Under the proposal, Stateg would assume primary responsiblle
ity for the collection, disbursement and enforcement of child
support payments. Employers would wilthhold support from wages
based on information from a revised W-4 form and would forward
all withholdings to the State office. The State office would
forward ¢hild supptrt payments to custodisal parents on a monthly
basis, and would include separately any child support assurance
amounts.

In addition, sll new employees would be reguired to notify
their emplover of their child support obhligations by filing the
Federal wW-4 form, which would be revised to collect informavion
regarding the emplovee's name, address, Social Security number,
earnings per period, child support order and health insurance
benefits. Employers would forward thig information to the
Federal government to be verified against the national database
of orders. The system would be fully automated, and noncustodial
parents would be required to keep the child support office fully
informed of any change in address or employer.

Any child support owed by a noncustoedial parent at the end
of the year in excess of that withheld during the year would be
due to the State office and collected via the annual income tax
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form.  Child support payments would have precedent over Pederal
cax liabilities. fThe non-custodial parent would have various
choices on how to pay his child support such as auvtomatic
withdrawal from a checking account, predated checks, wage
withholding oy other methods., The choice employed might dictate
the necessgity of one or two months ¢f advance payments.

Arrearages

The State office, through its administrative law Judges
(ALJs )y, would have the discretion o reduce child support
arrearages on a case-by-case basis, but only 1f the office
determined that such a reduction would promote the payment of
current c¢hild support obligations by the noncustodial parent. An
ALJ could also reduce arrearages by reducing the present value of
Social Sgcurity retirement benefits based upon changes in the
earnings vecords of noncustodial parents,

Phe existing rules for distribution of arrearages would be
simplified. The Federal government would retain any arrearages
which resulted in the payment of the assured beneflit, and no
monles would be distributed to States as a result of any change
in welfare beneflits. Arrearages would be cancelled working
backwards from the date of the arrearage payment on an annual
hasis .

Assured Child Support Benefit

Under the propeosal, the FPederal-government would fund an
annual assured child support benefit on behalf of any child who
has been awarded support, but whose noncustodial parent falled to
pay. ‘The benefit would be administered by the State and would bs
determined according to the following schedule indexed to
inflation:

ajl The amount shown in the schedule below, less any
rivate child support collected:

Humber of Children Benefit
1 $1,500
2 2,180 ¢
3 2,700
4 or more 2,380

Undarneiﬁgér option, States would be required to disrsgard
ap to §1,800 of child support and assured benefit paymentis before
caloulating the AFDC payment if the State’s AFDC payment level
was less than or equal to 33 (or 30) percent of the Federal
poverty level. <Child support payments and the assured benefit
would be treated as income Lo the custodial parent for tax
DUrPposas.
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Child support assurance would be phased in slowly, State by
State. Before being allowed to pay the assured benefit, States
would be required to meet certain criteria. These criteria (to
be specified in greater detail) would include having a strong
child support enforcement system in place, a fully automated data
system, a universal central registry, and meeting certain targets
in establishing paternity. Alsc, as each State implements child
support assurance, cost expectations must not be exceeded
dramatically, or else further legislative authority must be
given.

Social Insurance Programs

Social insurance program benefits based on a noncustodial
parent’s work history (i.e. disability and survivors’ benefits)
and received by his or her children, would be deducted from the
child support owed by the noncustodial parent. In addition, the
child support assurance payment would be reduced dollar-for-
dollar. In the Social Security program, the rules governing the
calculation of payments among children {particularly if-.the
individual has children in more than one family) would not be
altered.

Amendments to the AFDC Program

Under the proposal, changes would be made to the AFDC
program as follows:

(1) Rules for determining eligibility and benefit levels
would be simplified and standardized to facilitate
coordination ameng other assistance programs such as
food stamps and housing;’

(2) Under current law, when food stamps are calculated,
AFDC benefits are taken into account. The AFDC benefit
is assumed to be 50 percent for housing and 50 percent
for other needs, and housing benefits are calculated
assuming one-half of the AFDC check as income. The
other one-half reduces the housing subsidy dollar for
dollar. Unlike current rules, under the proposal, food
stamps would be treated as income for housing subsidy
purposes. Calculation of the food stamp benefit would
not count the amount of housing assistance received.

As an additional opticn, the fair market rent for
section 8 housing vouchers and certificates could be
set at 30 percentile;

{3) The 100-hour rule (which specifies that a parent must

work fewer than 100 hours in a month to be classified
as unemployed)} would be eliminated;
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{4} Tha guarters of work rule {which specifies that to beé
@#ligible for AFDC-UP the principal earner must have
worked 6 or more guarters prior to one year before
application) would be eliminated;

{5} 1In place of the current §$50 per month passthrough of
child support, States would be reguired to increase
AFPDC beonefic levels by $70 per month for families with
a child support ovder:

{6) The standard disregard would be raised from $%0 to $100
pey month {with State option te increase up to $I503,
the c¢hild care disregard would remain the same {20
percent of earnings to a maxdimum of $175 per month per
ehild)y, and an additional disregard of 20 percent of
earnings {with State flexibility up to 50 percent)
would be added;

{7y All benefits {(including AFDC, housing, food stamps and
the assured benefit, as well as c¢hild support.payments)
would be taxable to the custodial parent; and

{8y Treatment of children in the walfare system would be
made gonsistent with sreatment of children in the tax
systemn,

Transitional Assistance

This sectlion describes how the time limits would be
administered and what happens if the time limits are excesded.
This is an extremely complicated problem, given cost and capacity
constraints,. Other options and how these would be phased in are
described later in the paper,

Conceptually, the current AFDC program would be divided Into
five different parts {the eligibility rules under all five parts
would be ldentical, with the possible exception of the emergency
assisbance programi:

{1}y Emergency Assistsnoe--a one- or two-month initial
payrent for those famllies desiring only limited
assistance. The payment would only be for families who
have had receunt job experience and would probably be
accompanied by & job seareh reqguirement. This is an
option and is not eritical to the overall plan;

{2) MTransitional paymentsw-wpaymenis limited to a lifetime
maximum of 24 months initially but eventually declining
to 12 months when fully lmplemented. The State might
also demand djob search along with these payments.

There would be some limited ability to earn back months
o credit;
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{3y vrarenv self-sufficiency pavpents-thegss pavments are
made Lo parents who are participating satlsfactorily in
JOBS or working sufficient hours. Participation in
this program would be limited by the State on an
individual basis. One gould nol stay in job training
or education forever. An overall limit of two years
would be imposed by the Federal Lovernment. In only
unusual cirvcumstances could this be walved. Another
option would be te not fime-~limit these pavments if
there is work of 20 to @ hours per week. Only
participation in JOBS would be time~limited.

(4} AFDC payments--checks as undey current law made to any
famlily meeting exemption criteria 1 through 4 below;

{5y Child support payments-~payments as described in the CN}fmgwﬁ
eavliier schedule for each c¢hild with an order in place ¢
or in the process of being established. This is a
temparary program designed to give c¢hildren a safety
net. This is only for AFDC recipients and is-.only in
States where a full-fledged child support assurance
payment is not available. These payments would not be
in any way conditioned upon the behavior of the parent.
Actual child support payments would reduce these
payments dollar for dollar. The proposal to exempt a
portion of this (as described earlier) would also be
considered. These payments are not affected by
garnings of the custodial parent.

Transitional ,AFDC and parent self-sufficiency checks are
egual to the current AFDC check less child support payments.

Under the proposal, transitional payments would be limited
o 12 months initially {24 months), after which (adult)
recipients would be expected to work. Recipilents would he
expected to use this time period productively and intensively to
gither bulld sttachment to the labor force or increase their
Buman capltal, with the overall geoal of increasing thelir longw
term sslf-sufficiency.

Bach new applicant to the system, after emergency assis-
tance, would be assigned to a caseworksr with whom she would
jointly decide on an individual service strategy. A contract
would be signed by both parties specifying the mutual obligations
on the part of the Government and the recipient: the recipient
commits to endeavoring to inprove her seilf-sufficiency during the
one~yeay period, and the Government comuits to preoviding the
means and supportive services necessary to fulfiil this end.,  All
applicants would be told about the time limitation and about the
various education, training, work experience and 3job search
options avallable to them. The State would have considerable
discretion in how these serviges are delivered, including
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determining the definition of satisfavroyy parcicipation and
placing time limits oo certain education and tralning opportuni-
ties,

Services would be provided throvgh expanded State JOBS
programg. States would he given considerable flexibility., as
ynder corrent law, as to how recipients move through the system.
States would be required to properly inform all recipients of
opportunities available to them and of the implications of the
time limit.

Conselidation of Education and Training Programs

Under the proposal, S8tates will be given the option to
consolidate all edupation and training programs under the
expanded JOBS program, Spgcifically, Btates would be allowed to
combine funding for JOBS and the food stamp employment and
training program and to operate them as a single program. The
advantage of such a combination would be to reduce the adminis-
trative structure needed to run two separate, but essentlally
gimilar, programs. In addition, administrators would be
encouraged to use some or all of their funding to buy services
from JTPAR. Self-sufficisncy programs for families with c¢hildren
in housing programs would be coordinated through JOBS. JOBS
would alse be expandsd to include voluntesr parenting acviivities
such as Head Start or other sanciloned community service
activities (e.g. Michigan),

Funding

Federal funding for the JOBS program would increase by §3
billion. The Federal matching rate would be raised from the
current level to 75 percent. Countercyclical assistance would be
provided through an enhanced Federal match of 90 percent if the
unemeloyment rate in & State rises above 7 percent.

Exemptions

Exemption from the obligaticon to participate in sducatlion,
training or work activities and from the two-vyvear time limit
would apply to a caretaker of an AFDC ¢hild who meeis one or more
ef the following conditions. He or she:

{1y is not a natural or adeptive parent; (this could be a
temporary sxclusion until all natural mothers are being
served by JOBS and there exists enough work
epportunities};

{2} has care of s child under 6 months old {up to 2 years
at State optiony;

{3) has care of a disabled child or relative;

14


http:Consolidati.on

{4y has a functional disability or impairment that
significantly reduces emplovability;

{5y is workiny more than 20 hours per week (40 hours for
both parents)y. {(States could opb Lo increase to 30 and
60 hours, respectively}.

Exemptions 1-4 would result in an AFDC check without time
constraints. Exemption 5 would result in & parent self-
sufficiency check. '

Tecnadge Pragnancy_and Parenting

Under the proposal, teen parents would be subject to the
same raquirements under the transitional assistance and public
work programs as other reciplents, with appropriate incentives
and sanctions to encourage compliance. Because teen parents are
most likely to remain on AFDC for long periods of time, these
women would recelive the most intensive case management and more
comprehensive training. Teen parents would he given priority for
service by States, with the goal basinyg cowuplete saturation of the
teen parent population. Teen parents who have not completed high
school would be expected te participste full-time in an
appropriate educational activity, unless participation in work or
training activitlies were determined to be in the best interest of
the teen. T¢ the extent possible, educational activities should
be combined with work and training activities.

Upon entering the system, teen parents would be assigned to
cagseworkers specially trained to work with youthful, multi-
problem families. These caseworkers would serve as mentors for
the teen parents and would, at a minimum, assess their neesds and
those of their children, help identify appropriate plans of
activity, help remove barriers lmpeding progress, refer them to
othayr service providers as peeded, and monitor compliance with
participation and other regquirements. In addition, the
caseworkers would be responsible to work te develop part~time and
fall~time employment opportunities specifically for teens.

Ag much as possible, many services fOr Leen parents,
ingluding child care, would be provided at a single site,
Counseling, peer support groups, and courses on topilcs such as
parenting, self-esteem and life management would also be offered.
In addition, health screening and immunizations could be
available on-site for the teens and children participating in the
program.

To encourage teens to delay subsaquent pregnancies, the
proposal weould also include a program to encourage the voluntary
use of Norplant for birth control purposes. The teen parent
demonstration project has shown that mothers often desire to
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prevent the birth of additlional children, but they do net ofsen
nave the means or the knowledge.

Post-transitional Assisbtance

When transitional payments are exhausted, able-~bodisd
recipients would be expected to participate in some type of work.
Hopefully before reaching the time limit, they would have
obtained employment in the private sector. Wone-exempt regciplents
who have reached their time limit without obtalning a private
sector job would be assigned in many instances to a public work
program siot, Work slots would be designed to improve the
employability of participants through actual work experience and
training in order to enable individuals to move into regular
employment as soon as possible. Intact families would be given
priority to recelive a job slot over single-parent families.

Even without a work oppértunity, at the end of the
transitional payments, food and housing benefits, as under
current law for certain familles, would continue to be avallable,
In addition, ¢hild support payments would continue.

The cost of providing post-transitional job slots would be
funded at & Federal matching rate of 75 percent. A total of
400,000 half~time (Z0 hours per week}l work slots would be created
and 100,000 full-time slots would be created for intact families.
States whe wish bto provide additional work slots or hours per
week above the minimum reguirements could recelve Pederal funds
at a matching rate of 50 percent. Two huadred thousand of the
half-time slots would be for noncustodial parents,

Jab slots would bhe created within local govermments and
through contracts with private, non-profit employers. Workers
would be compensated at the minimum wage, the number ©f hours
regquired to work would be at least 20 per week {(up to 40 hours
per week at State option}. Work assignments for less than 20
hours per week ¢ould be made, if the client has a part-time
private segtor dob such that the combined hours from the private
and public sector jobs was greater than 20 per wesak.

Prioritization of Work Slots

The work siots would be first assigned o teen parents and
intact families and then to those recipients most in need of
assistance (without housing, without child support, through a
walting listy.
Public Work Program Jobs

Public work program jobs would operate like "real” jobs,
with ¢lients receiving a bi-weekly paycheck and with normal
enplover~aenployee relationships assumed. The welfare depariment
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would agsume that the participant ig being paid for the hours
specified; wages under the work slots would be counted as
earnings and benefits calculated respectively. For any required
hours that the participant failed to work, wages would be reduced
accordingly. If a client fails to perform satisfactorily or does
not show up for an extended period of time, he or she could he
“fired”, which would in effect entail a whole family sanctlion.

States would have discretion to determine how long clients
could remain in the public work program up to a maximum of 18
months .  Fox every year off of AFDRC and public sector work,
individuals would be able to earn two months of ‘credit® for
transitional payments.

Public work program jobs would be entry-level jobs which are
newly coreated {as much as possible} in order to minimize
displacement of regular workers. They should be useful, genuine
work, including positions such as teacher's aides, health aides,
office aides, ehlild care workers, Head Scart aides, recreational
aides, library assistants, az well as clerks in welfare.and
employment agencles. Allowing AFDU reciplents to work in child
care centers or be pald o opesrate thely own family day care
homes could be particularly beneficial, Outdoor assignments
could include gardening, park maintenance, road repair, bullding
repair,

As much as possible, community organizations should be
utilized o supervise groups of workers assigned to special
prodects within thelr local communities, including youth
projects, painting and housing rebabilitation, recycling
programns, senlor citizens’ programs, family day care programs,
community keautification and entrepreneurial endeavors.

Freatment of Earnings

In order to encourage movement into the private sector,
earnings from public work would not be counted as income for
purposes of calculating the earned income tax credit, and no
unemployment benefits would be paid. Current law rules {or the
workers’ compensation program and the Social Security program
{including payment of the FICA tax} would apply. All benefius
would be caleulated according to existing rules; this implies
that individuals would leave ¢he A¥DT program first, the food
stamp program second, and the houvging program third,

Additional Options
Several additional options exist for implementing the two-
vear time limit., All of these entail offering some work

opportunities, but there ls a recognition that many more
individuals will exhaust transitionazl payments than thereg are
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work slots. Some of thege options are much more viable than
cthers:

1. Cold turkey

This option would entall simply ending AFDC for all
recipients after two years--regardless of whether or not they
have found a job in the private sector or not--without offering
any public sector work opportunities. To many, cold-turkey .time
limits not only save money, but they represent a philosophical
approach to the welfare conundrum and a plausible interpretation
of the promise to Tend welfare as we know it.“ However, time
limits without protections for ¢hild well-being are repugnant to
much of the public and the Congress, and this approach seems
highly irresponsible and likely to cause undue harm to low-income
families and children.

2. Public sector, part-time, minimum-wage Jobs for all whe
reach the time limic

Under this option, public sector job slots would be granted
to every recipilent who reaches the time limit, These jobs would
continue until recipients were able to move into the privats
sector labor market. wWhile this option may be desirable in an
ideal world, funding and capacity constraints prevent it from
being a viable alternative. ‘

Perhaps under very favorable circumstances this option could
be made to work. Work slots would be offered to zll whoe exhaust
transitional payments. The plan would be phased in slowly: a3}
with teens, b) by cochorz saturated within a given area of a
State, <) by State.

If JOBS was wvery successful, 1f health insurance was
implemented, and 1f the BITC and other support systems worked
well, it might be possible to arqgue that enough work slots would
be created to meet the demand. The number of reguired dob slots
would be gavrefully monitcred as the plan was implemented.

Perhaps some version of this coption and combined with the
preferential option described above might be the optimal plan.

3. Reduce regular or current AFDC payments by 50 percent
permanently, or let a reduced AFDRC payment continue for
another 12 to 36 months.

4. Instead of c¢hild suppert payments, create a small housing
benegfit for all those who exhaust transitional payments.

5. Like the preferxéd cpticn except that for those who are not
assigned a work slot, AFDC could continue for another 18
months.,
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§. After serving in a work opportunity siot successfully., one
could again get AFDC benefits. {1 think this is & non-
starter but it does protect the safety net.}

Alternacivae Work Programs

States would be granted significant flexibility to augment
their statewide public work program with smaller-scale strate-
gies, including efforts to subsidize private gmployers to employ
timg-~-limited ¢lients through wage supplementation strategles.
These would be of limited duration {probably no longer than the ¥
months of AFDC supplemented work under current law), and
emplovers would be expected to offer regular emplovment to the
participants at the end of the wage~supplemented period. Under
such programs, the State’s share of gach client‘s wage could be
below the minimum wage, so long as the total of the State’s share
and the emplover’'s contribution are at least equal to the minimum
wage

States would also be given flexibility to design programs
that offer work and training opportunities simultaneously.
However, the Federal public work program funds could only be
applied toward those activities which constitute actual work.

To encourage movement intg private sector jobs, clients
would be expected to participate in supervised job search
congurrently while working in the publle work program. Job
search could be completed on an lndividual basis or through
participation in a job club for a certain numper of hours per
week. In addition, States could gstablish a required period of
full~time job search either before or after a public work
asslgnment. The Department of Labor's proposed "one-stop
shopping" information system gould be an important resource for
job search activity.

Dravantian

A principal factor contribuiing to risky behavior by
adolescents 1s thelr perception that they have little to lose if
they don't delay becoming parents and little to gain if they do,
Thig view does not entail a belisf thav adelesgents make chalges
about sexual activity and conbtvaceptlon based upon fine estimates
of the present value of f{uture income streams. Howeveyr, it does
agsume that, if the desirability of the options at-risk youth see
before them could be changed, thelr childbearing behavior might
change as well,

Therefore, the proposal would include varicus incentives to
encourage teenagers to stay in school to complete their high
schonl education and to delay having children. Elements of such
a strategy would include making the responsibilities that parvents
bear more transparent and increasing the opportunities that ate
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risk youth enioy when they avold becoming parents. States would
be given consliderable flexibility to design demenstrations to
test such ldeas based on programs that have shown positive
results {such as Learnfare;.

Hork and Training Reguirements for Noncustodial Parents

Under the proposal, one billion dollars would be allocated
to conduct several large-scale demonstration projects to evaluate
the potential lmpact of enforcing requirements for and providing
services to noncustodial parents. Under these demes, the JOBS
program would be modified, and 200,000 additional job sliots would
be created to accommodate participation by noncustodial parents
who have f£ailed to, or are unable to, pay child support. A State
administrative law Judge {ALJ} could require mandatory participa-
tion in job search activities, on-the-job training or work
exparience cgurses undar the JOBS program for noncustodial
parents who willingly fail to pay child support. QHNoncustadial
parents who ars unable o pay child support but are not more than
two months delinguent would have an opportunity to volunteer for
participaticon in the JOBS program or other specified activities,
during which time the gurrent child support order would be
waived.

Tax Treatment of Child Support and Benefits

Under the proposal, the household standard deduction would
be Iincreassd to the level of the joint standard deduction. For
1993, this implies an increase of $753. Child support payments
and the assured benefit would be taxable to the custodial parent,
and tax deductible to the noncustodisl pavent, 1f the custodial
parent recelves the personal exemption for the child., If the
noncustodial parent receives the personal exemption. c¢hild
support payments would continue to net be included in gross
income to the custodial parent. AFDC benefits, food stamps, S8I
and housing benefits would all be counted as taxable income to
the custodial parent,

Phasing

For numerous reasons, including capacity and cost conw
straints, the reform plan will need to be phased in over a period
of years. While strong arguments exist for sach of the different
phase-in strateglies, the cohort phase-in may most clearly convey
the message that the current system is seriously being reformed.
Under the oobort option, States would be required to serve all
menbers of an incoming cohort (e.g. all applicants in a given
yvear, or speciiic sub-groups within an incoming cohort). States
might choose to serve some of the existing caseload but would not
he reguired to de so.  As emphasized under the Leen pregnancy and
paranting section, one specific subgroup that seems especlally
important to serve is teen mothers,
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Sanction Policy

Sanction pelicy would follow current law with some
additional State flexibility. Not participating in JOBS for a
given month when reguired would resull in using up a month of
transitional payments and &t Stare option up to three months of
the adult portion of the AFDC grant.

The penalty for not working the reguired number of hours in
the work siot was descoribed sarlier in the dogumant. The penalty
for not taking a private sector job when offered could follow
current law, or result in the loss of all remaining months of
transitional payments, or it could be the same penalty as not
taking the werx cpportunity. The State would calculate the
amount of assistance as if the job had been taken and adjust all
forms of assistance accordingly. The actual penalty would be at
State discretion.

Cemonstrations, Research and FEvaluation

A thorough evaluation of all aspects of the proposal would
be conducted after the time-limited transitional assistance and
public work programs had been fully implemented. If it was
determined that harm was being done to children, the President
would have the authority to modify or eliminate the time limit.
Demonstrations and research projects will be determined at a
later date.

Cost

The proposal would be deficit nevtral and other than the
taxation of weifare benefits previcusly described would involve
ne additional taxes {with the possible exception of previously
submitted proposals involving the extension of soclal security
coverage). Most of the financing would come from tightening
eligibility rules for non-vitizens receiving welfare payments and
other entitlement program changes.
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