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f# DEPARTMENT OF HEALTH & HUMAN SERVICES Office of the Secretary -
{ Administration oy Aging
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Washington, D.C. 20201

' , MEMORANDUM
FTY B
TG David Ellwoed, Bruce Reaed, ﬁar{ Jo Bane
Co-Chairs, Welfare Reform Working Group
FROM: Fernando Torres-Gll
assistant Sscretary for Aging
RE: Welfare Reform Working Group CoRhcerns/Recommendations

In keesping with the mission and goals of this new office, I
would like to make some recommendations and ldentify several
concerns that will have a direct impact on some of the
populations T serve (the elderly, parsons with disabilitiex and
minorities.} I know you will agree that welfare affects every
menmber of the family and that all issues that may pertain te our
focus should be raised in the larger discussion. I also realize
that ultimetely cur Welfare Raform Propogal will involve trade-
offs, but until such time, I would like to raise a variety of
igsues for our.working group:

GRANDEBAREN

The issue of grandparents raising grandchildren is cone that
is rapidly gaining attention. More and more grandparents are
yaising thelr grandehildren ag parents are increasingly unabla to
care for their children due %o financial hardships,
incarceration, .drug addictions, or ¢hronic illlnesses,

© Grandparents caring for grandchildren are entlitlied to AFDC
penefits if they meer the financlial ¢riteria, A 1982 Brookdale
Foundation statement reports “thers is no way o estimate the
number of children being raised by their grandparents who have
not been identifled by social service -agencies.®” We should
consider increasging education and outreach efforts to
grandparents veégarding entitlement to AFDC apd other benefits.

2 Grandparents raising grandchildren are meeting many
challenges including how to address centemporary probklems such as
drugs, crime, and AIDS. 1In low~income, poorly seducated families,
there may be other compounding issues such as illiteracy and
homelessnaess.  Programs designed to address these social lssues
must be created with the perspactive of this peopulation asg
potential carstakers.
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© Both populations {the elderly and children) have
historically received little attention in terms of designing
public poelicy. I have concorns about both populations losing
much~needed aggigtante [AFDC, $5I, $8A and Food Stanmpg) when
consaolidating differaent programs and benefits under one
household. Please consider insuring that the benafits of the
elderly remain intact when adding AFDC and other benefits to the
household. For example, if an elderly persen applies for AFDC,
nis/ner own benefits should not be tabdulated in &éter%iﬁing
eligibility. :

e Support for foster care vtends to be much higher than AFDC
benefits. We should congider vhether grandparents or relatives
raising grandchildren zhould be entitled to the same benefits as
state-appointed £foster parents.

o - ¥We should also consider whether qraadpar&nﬁ& ralsing
grandchildren should be targsted as a group particularly needy
for public housing assistance, ezpecially if a grandparent is
already living on a fixed income, is a '"single® person {widowed),
is disabled, or iz unable to particip&ta in the workfoerce.

o Any efforts .to gecure child suppart from missing parents
should also be continued irf the child is living with a
grandparent., Parental responsibility should still apply.

o While thera will certainly be a significant amount of
discussion and attention paid to the needs of “welfare moms," I
would like to encourage the group to think of the broader needs
of "welfare caretakerg." About one guarter of a million
housshelds receiving AFDC are headed by someone over 65.

() QBUL

o Wnhila all of the recommendations regarding grandparents
raging grandchildren may apply to aninority and/or ethnically
diverse populations, bilingual services and programs should be
creatad te actively reach these groups for education, prevention,
and all services .ralated to woving people through the welfare
systen. ; 1

o Immigrant populations are currently & strong focus of the
media and a target of strong public opinions. While sentiment
toward these groups gets &&ati@ﬁ&il{ sharged on both sides, we
should attempt t¢ design public policies that provide the fairest
velfare assistance to these groups, particularly American-born
children, alloved by lav.

iy
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S48 ¢ CONCERNS ‘

My staff is participating on the Disability Subgroup of the
Transitional Assistance Greoup. This greup is Iin the process of
determining the various needs of persons with disabilities in a
time-limited system. I would like to raise several issues
related to persons with disabilities:

o We should consider a broad definition of "disability” in any
welfare reform discussions.

o 22% of women on AFDC report themselves as disabled.

o Regarding the two-year time 1limit proposal:

Those individual with disabilities need extra
supparts/extensions to allew ther to enter the workforce. Also,
for parents who are caring for children with disabilities or
aging relatives with late-onset disabilitiss, tha issue bacomes
even mora complex. Parents may need to stay home and cagre for
either or both of thase fanlly mesbers indefinitely.

& Care assessment should certainly play a big role in
deternining the types of services}sappértg these individuals
nead.

o For the temporarily incapacitated, the two~year time limit
will have to be nodified.

® By protactiﬁq and preserving Social Security and Medicare,
wa can help assure that assistance will span the generations and
provide gecurity.in later years to children today. :

o thildren and elderly people share use of the dapendent tax
sredit, Medicald, Title XX Sccial Services Block Grant, and 585I1.
We should consider the negative impact on any smultigenerational
housshold that wcnlﬁ receive a reducticn in any of these
banalits.

o The “sandwich generation® {thosa who are caring for children
and aging parents) are a group of AFDC mons to whom we must give
elope attention., The dual denmands looming ahead for many “baby-
boomar® females nust be addressed.

o #We need to get a better understanding of the mutual supports
and intergeanerational depsndencies that shape families.
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1 Adminisuation on Aging
Washington, D.C. 20201
November 23, 1%3%]
TO: David Ellwood, Bruce Reed, Mary Jo Bane -
co~Chairs, Welfare Reform Working Croup”
Y
FROM: Fernando M. Torres~Gil jﬁj{‘ﬁ
hAssistant Secretary for Aging , ’
-
RE: walfare Reform Working Group Concerns/Recommendations

I would like 2o commend the Co-Chairs and other members of
the welfare reform working group for their commitment to making
the reform effort a well organized and productive process. My
interest in welfare reform, as you Xnow, ig not only a
professional one as the Assistant Secretary for Aging, a
gerontologist and a secial worker, but a personal one as well.

My mother raised nine children on public assistance and in public
hoeusing. She later returned to the welfare system as an employee
and managed the General Rallef and Work Progranm for Monterey
County, California. She elected to stay home, raise her children
and assist others in her community. She was a &trang advocats
for education, pride and dignity which resulted in eight of her
children graduating from cocllege. .

¥or this reason among othaers, I support the President’s
campaign massage and this Administration’s commitment to welfare
reform, which spoke to mea and the valuable lessons I learned from
™y mother. %e must respond to the public expectation for
upholding critical valuas of responsibility, discipline and
sacurity. I believe, however, that the document should have a
two-gtep approach, The specific part of the welfars refornm
proposal should focus on public assistance, particularly AFDC.
T6 int&grata sthey public programs (e.g. housing, rfood stamps)
pay deviate from what is practical. However, 1 alse belleve that
the overall theme of the proposal should integrate the broader
Kdministration aflforts to provide opportunity and security to the
American public {e.g. health cars, EITC). This proposal, thus,
Dacomes one mora slamant tovard meeting our fivst-term
ehjectivas.

In addition, I believe that the thematic part of the draft
must be promoted in such a way that ve re~define the issue of
walfare for the Amarican people. We must focus on poverty as an
overlying concern and pronote welfare as a safety net for the
middle and working clags. We must also stress that the propssal
enly addresses one aspect of poverty: dapendence on public
agglistance.
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We must also ensure a balance of what might be considered
conservative and progressive approaches. 1 support the need to
emphasize a strict set of values within our proposal. They must
be highlighted as the maln driving force behind our plan. Doing
this will allow us to include ideas which may be considered more
progressiva. We must obtain the support of certain constituency
groups who want a naw social contract with the government that
stresses the values of work, family and responsibllity.
Hispanics, for example, balieve strengly in the discipline and
responsibility of work. Universally, welfare recipients have
expressed the need for change in a system which does not give
much or any incentive for work. With the proper balance, we can
sell this document not only to the public that wants reform, hut
aven to those who do not.

Secondly, we nust make sure that we do not unwittingly
polarize the American public. We nmust be cautisus not to
inadvertently condone competition between the working poor and
welfare recipients. The tone of the document and its public
presentation will set the tone for how the public views our
intent. Just as we have presented health care reform as a
security issua and violence as a public health issue, so, too,
can we package welfare reform as a safety net for all Americans.

Lastly, whatever we do and whatever legislative process
develops, we must ensure that wa will do no harm to people whoe
seek public assistance. We cannot alloWw persons who receive
public assistance to be exploited for political agendas or to end
up worse off than they are now. Our message is not only one of
rasponsibility and discipline, but one of opportunity and
dignity.

. By and large, I support the tone of the document. We have a
good framework from which to begin our werk; however, there a
several additional issues I would still like to raise. I will
have more detalled comments in the near future.

DAY CARE

o Day care is a critical pieca of the proposal and a major
selling point. Ws must have something substantive that indicates
real expansion to make day care available to all those who most
need it. I favor those options which result in a significant and
substantive expansion of day care.

STAY-AT=-HOME PARENTS

o This document speaks toward training low-income parents to
enter the child care workforce. We must distingulsh between
opportunities for single mothers to work in a day-care facility
outside their neighborhood and being able to stay in their
neighborhood with their own children.
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o} In a society whare a growing numbar of families reguire two
incomes to survive, many of our children are being raised as
latch~kay children with no parantal supervision or guidance fov
geveral hours a day. In inatances where a mothar (or father)
stay at home to care for their children, we must be supportive by
allowing parents to have that time with their children. 1In
return ve C©an ask them ©o make contributions through copmunity
work such as, co-op day care centers in neighborhoods, dslivering
nome-dalivered meals to homebound elderly or disakbled
individuals, or working in family planning or senior centers.

o Wa might cornsider starting a set of demonstration projects,
perhaps in public housing facillties, to train mothers to start
day-care centers in their own housing facilities.

o we mast require rasponsibility from absent fathers to ensure
gupport for thelr children. 1T strongly suppert tha child care
snforcement provisions in the draft proposal; however, ws cannot
feriminalize® disadvantaged men who nay not have the sgkills or
educational epportunities to obtain jobs.

o Other options of re-payment must be available. I feel that

- an arrvay of services must be made avalilable to thae parent in
ordey ta support and encourage child support paymente {a.g.
aducation, dob training, English as a Second languagal. A caso
managamant approach whareby unigue circumstances of nonwocustodial
Tathers ave used to devalop optiong for re-payment can help to
avoid eaven more victimization.

Q Immigrant populations are currently a target of strong
public epindon. The debate over immigration will bscome nore
powerful in the upcoming alection years, both Congraasional and
Preaidential., We nust have our own clear understanding of the
isgue., I7 we do not address this, others will inject immigration
into the debate. T belisve we should discuss this lssue soon and
have a proactive set of statements and positions.

G I would coneider a time limit for those who are able to
work~~whe have had svery opportunity--but refuse to participate,
This will be 2 selling point to Hispanlcs and even to a majority
of welfare recipients whe do all they can to become self
sufficient. Our responsibility is to give these individuals
avery apg&xzania{ without being harsh or punitive. But when
those opportunities are not seized, there must ba conseguences.

0 I believe this time-limit must be multi-tiersd, aﬁd that
there nust be cartaln exemptions, exclusions and flexibility.
Thase would refoy ¢o certain populations such as grandparents
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raising grandchildren, the disabled or parents of disabled
enildren.,

ERUCHLLON

o I strongly bslieve we must provide credit and extensions for
those individuals going to college. Being able to point to
successful models of welfare recipients who receive some
agalatance in day cars and other public assistance in order to
raceive two or four-yeay degress will be the greatsst sign of

progress,

o At the very laast, we ghould allow the option of receiving a
GED or attanding literacy clageas. Cartainly we should tie that
affort to overall work exparience. The cpportunities avallable
for education or training must lead to jobs.

o I bpelieve that it is important that States be held
accountable in establishing programs based ugon strong national
principles. This would allow State flexibllity but also ensure
that a national standard fLor the President’s obljectives for
walfare reform is upheld,

PREVENTION

L» The public focus~«as well as the legislative focus»«will be
on the reality of teaen~age pregnancy, thereforae, it ls critical
that we have something tc¢ say asbout pravention, education and
family planning.

Q We must encourayge support for tha two~parent family.
However, we must recognize America’s diverse famlly structure.
fingle mothers, single fathers, relatives and grandparents
raising their grandchildren are meeting many COntemporary
challenges and responsibilities. 2As part of our public sducation
and cutreach efforts, we nmust point out that the family is not
just about traditional structure, but mbout taking care of one
ancther in whatever way we can in ordar to keep familiag
togather.
i

In closing, we have a unigque opportunity to re-create the
walfare systen €& wWOrk more effactively for the American people.
All constituents are raady for this change. Even welfare
reciplenta, frustrated by the current system, are ready to accept
aome responsikbilicy as long as it is balanced with real
afpartunity. We must raespect the fact that any one of us is at
risk of needing public assistance at some time in our livas,
Khather or not we succeed in the near future may net be as
critical as whether or not we can re-define the debate about the
needs of wvulnerable populations and the role of government in
rasponding to those neads.
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MEMORANDUM FOR BRUCE REED ‘
: DAVID ELLWOOD o
' MARY JO BANE '
, Co-Chairs, Working Group on Welfare Reform,
: Family Support, and Independence . -

FROM: =~ . Alicia H. Munnell

Assistant Seeretary for Economic.Policy
SUBJECT: ? Some Suggestions for Clarifying Analysis for Welfare Reform
Summary A

The public generally perceives the objective of welfare reform, underlined by all the
attention given to the idea of a two-year limit, 1o be reduction of caseload and savings in
benefit payments. Whether we like it or not, this may well be the pivotal issue in the
upcoming debate on the President’s proposals. Though the media have so far largely been
merely trying to find out what they can about our defiberations and to understand the gen-
eral outlines of the proposals, a recent article by Jason DeParle suggests that he is close to
realizing the importance of the "savings” issue, In anticipation, my staff have been looking
into the guestion. Unfortunately, they have not been able, with the information so far made
available to the Working Group, 1o arrive at a set of projections of the savings expected 1o
result from welfare reform. This memorandum recommends a specific set of analyses that
. -would generate the estimates needed to prepare for the debate. A

.

ﬂlscusswzx .

Jason DeParle’s recent piece in The New }“’0&' }'}mes (F&przi 5, 1994), "White House
Mcmc Raises Price Tag of Welfare Plan,” calls attention to an aspect of welfare reform that
_has not received much discussion so far in the {iehberatmn& of the Working Group. After

“trumpeting the $58-billion g}z‘;ce tag on the “Cadillac version® of reform, DeParle observes in

p;mmg that, -

While-the pizm 1o impose § two-year iimzz oti welfare benefits sounds like it
would save money, it would actdally be much more expensive, at least in the
short run, than simply mailing a welfare check femphasis added).

r

"This issue appears to have been lost sight of in our concentration on “additional”
costs and revenue-raising. R&{iucmg outlays {(or at least the rate of growih in outlays} for
welfare is—in addition.to rooting out maimgerers«»{ﬁe principal, commonly understood
rationale for welfare reform: for the two-vear limit in particular. This being the case,
DeParle shows that he is coming close 10 asking the key question: where are the savings?
Unfortunately, the materials that have'been made available during the process have
concentrated on a scorable bottom line rather than on full elucidation of the costs and
benefits of welfare reform. As a result, explicit estimates are provided in some cases; in

DEPARTMENT OF THE TREASURY -
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other cases, important information is commingled with offsetting savings. It is would be very
useful if these obscurities could be clarified, and if direct estimates of caseload and benefid
savings reasonably attributable to the reform strategy were developed for consideration as
we prepare to make the ¢ase for the President’s proposals,

In particular, the format for the cost estimates in the tables in the Welfare Reform
Briefing Book is of uneven usefulness for program design and analysis. For example, the
estimates designated “savings - caseload reduction” in tables 1 -3 clearly are the savings in
AFDC benefit payments resulting from the implementation of transitional assistance fol-
lowed by WORK. It is also clear that "savings from child care and other expansion” are
offsets to the additional costs of providing child care for participants in JOBS and WORK
rather than benefits of welfare reform. For 4 of the 5 program elements of the parental
responsibility initiative, however, the cost estimates are negative because, presumably, the
projected cash-assistance savings exceed the additional program spending. Such estimates
preciude calculation of the total costs and benefits of the proposal. It would be very useful
if the cost tables were expanded to display all costs and benefiis separately.

More important, however, is the lack of clear estimates of the overall benefits of
welfare reform. To address this problem, I would like to suggest that a set of tables be
prepared with ample historical data to provide context and baseline (current-law, if you will)
projections of caseload and program costs. The baseline projections would assume that
welfare reform s not enacted. A useful companion to the tables would be g set of three
graphs for the years, say, 1970 - 2004, showing actuals for the historical period and the
baseline projections for the subsequent years. The first graph might show the average
AFDC participant population, the second the average AFDC benefit (or program cost per
recipient), and the third the total cost of the program.

Given the baseline projections, estimates of the effects of welfare reform on the par-
ticipant population, average benefits, and program costs with welfare reform should be iden-
tiffed. It would be useful to have the overall estimates broken down to show the specific
impacts of the various elemeants of welfare reform {(for example, enhanced JOBS, WORK,
child care for the working poor). Some of the savings would presumably be realized in the
near term: for example, enactment of & two-year limit should have virtually immediate, and
enduring, announcement effects. The analysis already largely completed of the "additional”
costs of reform elements should need little adaptation to this framework. My staff and |
would welcome an opportunity to contribute in any way we can,

The reductions in program costs from the baseline pointed up by this analysis could
be legitimately pointed to as the expected savings from the two-year limit (among other
things). The estimates would enable us (o aveid finding ourselves in the embarrassing
position of being unable to show whether welfare reform would accomplish what the public
generally perceives to be 118 primary objective.

Attachment
cc:  Secretary Bentsen

Deputy Secretary Altman
Isabel Sawhill

AR WBODWEY Al 14, 1594
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$58 BILLION EXTRA SEEN

Drafters of the Proposal Find
2-Year Limit on Aid Could
Increase Homelessness

By JASON DePARLE
Spociai 1o The Neww Fork Timey

WASHINGTON, Aprll 4 = Pregi.
dent Chinton's plan to gverhaul the
walfzre gystem could ot much
more i e lomg rur tisn previsusty
disclosed, possibly adding $58 bitlion
@ the natien’'s weifare costs over 1%
yenrs, aceerding o a confidenxial
memorandum presesied o Mr. Cline
ton.

The document miso says Mr, Clin-
ton should underatand that *in rare
circumsiancas’” his plan 1o enforce
two-year limit on weifare benefits
<ould leave familley “homelesy oy
unabis o ¢are for their children,”

The memorandurm, drafied by the
37 members of the Administration’s
working prounp on weltare, provides
the rmost detailed information yet
byt the tough decisions Mr. Clinton
faces in trying (0 RilFI one af his
most papsiisr campaign pledges. The
document was discussed a1 the anly
Cabinet meetng on wellare that the
President has attended, on March 22,

The memorandum outlines what
ardes are catling » Cadiiiac version”
pf o welfare proposal, but § sgckowh
edges that as cost may force My
Clintom to adopt a more rvodest pian,
My, Clinton deferred thet decigion at
the Cabinet moeting two weeky agn,
Ah administeation official, speuking
on condition of anonvmity, pradicied
today that Presides: would. sdopt 2
version that would add $35 billlon In
weliare costs aver 16 venrs.

Mr, Claton has promised 1o deliver

a bill this spring thet would expang
training pregrams for people on web
fare and requirs those still unem-
ployed alter Iwo years 1o join o work
program.

THE NEW YORK TIMES, TUESDAY, APRIL $, 199

* WHITE HOUSE MEMO
RAISES PRICE TAG
* OF WELFARE PLAN

Financing the new prograe: hus
necome the most probleniatic aspect
0! the propoasi in cecent monhs, Cab-
ined officials have repestediy reject-
&k the program Culs or tax increases
suggested by mid-leved afficials,

Aid to Families with Dependemt
Childven, the main Federsi wellare
program, sew custs about 322 bilthm
a year. By 1984, the full Clinton plan
would increbse that figure by about
$7 bitlion & year, sccording to the
document, )

The memorandum suggests that

lang-teris C05ts woild be even great.

er than previously known. Earlier
estinates had suggested thas the pro-
posed changes would cost about 315
blilion for the first flve years. The
memoranidiam says that in the second
five yenrs »f e program, ocosts
wonsid rore than doubde, reaching 358
biitice: over 10 years. The cosis rise
hecause the program is beiny slowly
phased in.

While the plan {0 irpose 8 LWOVesr

et on wellare benefits sounds Hke
‘it would save money, i would actuai-

1y be miach more expensive, al least
in the short run, than simply maeiling
B weilare check, That is because ihe
Administration will create trabing,
education and child<care programs,
and subsidize the wages of ths redipi-
ents i puts o work, .
the document ouvilines poasibie
cutd or 1exes At would raise tens of
bilitona of daliars over the nexi oo
ade, but it calls 28 of the opicus
sadesirable, “Eack faras seripus pie
Hivical problems and raises some SUb-
stantive concerns,’’ the memoran-
dum- s8id, The document was pro-
vided to The New York Timmes by a
con wiie argees the money for the
wal{sre changes cosid be betiar spent

A1

A plan promoted as
saving money could
cost $58 billion in
10 years.

56 other programs for lw-incom
Amcricans, .

The dpcument suggests scversl
strotegies for reducing the 358 billion
cust. {ne would be o reduce or elimi-
naie o proposed §18 hithon expansion
of chiild care for the working poor,
which {g im&m&eﬁd w© heiag pa;*;mtsb
k thasr § and gy welfare,
h?:?uwr wm be 10 cul back an $8
billion expansion of aid (& {wo-parent
familing, which & meant (o prevent
fattuers from issving the home.

#31 the plan argues that Mr. Clin-
tes couid. not fuifilt hig  political
pledges withtat preserving ihe work
and {rsiming proagrams ihat cost ¥
Diltion in the Hrst five years, and 334
nitilon gver the first devsde.

Ther 8hpage document devotes only
a few paragraphs o the plan's poten-
ik £0 jorce some children 120 hawme-
lessnese or fosier care. That sk is

" intmrent in the idea of & time imit o

eush assistance, since without bene-
Has some families couid not pay their
PR, . .

Supporiers af lime Hmits in bhoth
poliiicst parties usunlly i1y i avoiud
discussing the possibility of home.
fesspess and fosier care, or srgue
inat he limity wili belp many other
poor people Dy giving them new in-
centives to Hind good jobs.

In ackuowindging the rigks of.evic.
tion ar (agily breakup, the Clinton
docimnant said thare wis “no appsr-
ent gliernative™ if the Governmaent is
1o epforee (ime hmiis,

“1f the wellare sysiem is working
properiy, thess failures will be ex-
Lremely rare” it said, -

An aliemative pian by House Re-
pubilzang hay even atricter tme Hm-
its, and therefore, presumahly car-
TIes greater risks s sorae families
will be foroed inrg the strees

Cont &
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The CHntar plan says the lnstancey
of Bameiessness o Rcreased fosier
care could arise when a parent o
fuses - to join & work program, or
performa the wotk unsatisfaciartly.
in such instances, e plan calls for
ending all cash aid 19 the famity. Fool
stamps and medical uid woasld contine
ue,

The five-yenr costs of $18 biliton
refiect aboot $3 billion in addivional
expenses thae were not speiied ot in
previous drafis, These inciude 31.7
billipn o alipe wellare recipienis to
keep o higher percentage of thefr

SATTINES, L SAcouyags them 1o work,

- Tne prelude to the financing seciion
inclugdes 5 disclpimer: “Thers are m
eazy finnoving options.™ It suggests
posgible cuts o four programs,

{apping the craergency assistance
provsions of Add to Famllies With
Dependant Children, whith muake
payrents 1o {ammifles in crisis, could
save a5 much as $5.5 bHillion over WO
years, Limiting the Child Care Food
Program, which provides food subsi-
dies to chiidren in day care, could
save $1.7 biflion in a decade,

A third suggestion would save up o
$15 bilHon over 18 vears by vhanging
the weHare eligibility rules for ofdi
dres who live wilh grandparents of
oiher rejatives The system aow ai-
lows higher income ceiiings in guch
nouseiholds. Bu the document notea
that lowering he ceiling “might dis-
courage sxtended fanulies {rom Hv.
ing together” and foree ssme chik
dren mig losier care,

The founth possible cut ivolves

payments ihrough the Suppiemental.

Security Income program o immi
granis who are indigent and siderly,
The Governmeent coeitd Shve $23 bik
liggs by refusing afl paymenis until the
immigrams become Cilizeny.

The documen suggesis that some
mmigrants are sbusging the pro
gram, by inviting their parents to the
United States and then enrolling them
i the program. But i notes tha
Hisparnic ard religious groups are
“deeply troukied” by the suggesied
cuks,

M emo B

S ——. . A
THE DETALS
Reordering the Welfare System

Atiminisieation documants show that President Clinton's waiiare
proposal wauld ©ost much more than previousty stated, Fiures are
in miflions, Nurmbars & bold indicate proissied savings.

Syowr comt A0-yor cost

TOTAL £15 400 £3R,480
Swinctd progrme

Plan 1 giiow states 10 it additionad

nenafits W recipisnts having .
adcitional chiloren: - GBO wd, 2 80
imiprovecs ohild support enfoeCement wi At «&,000
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November 24, 19983

TO: Welfare Reform Working Group
FROM; Joseph Stiglitz ;agifggéﬁ?

SUBJECT: Comments on draft proposal

1 am generally impressed with the work which has been done
in drawing up the proposal and particularly with the way the
meeting on the 20th was run. The CEA has considered the proposal
and would like the next revision to increase emnphasis on the
kroad theme of program integration. In addition, there are four
proposals, which we bellieve are consistent with the thrust of the
redesign proposal which we would like to see added or expanded:

1) mere emphasis on private job creation, with competition
between providers to create jobs as a part of the plan, and
opportunities for mobility out of areas where private sector
Jjobs are difficult to f£ind,

2} expansion of the fanily unemployment insurance
alternative to welfare,

3) more emphasis on changing the administration of child
support enforcement o get more compliance and to make the
system more flexible and responsive to the needs of both
parents, and

4) yemoving barviers to asset development and increasing
incentives for saving.

Program Simplification

Of the two options proposed for simplification across
assistapce programs we prefer the more daring option 2., However,
we don‘t believe it goes far enough. If we are to make work pay
and realize the tremendous potential savings from progran
integration we can not stop when we integrate food stamps and
AFDC. Instead we should bring all Federal programs for support
of the needy together under one program. Of course we recognize
the political difficulty of doing this, but if we could guantify
the benefits of such an approach it might be possible to make
this a major Presidential {or Vice Presidential} initiative.



If we fall short of this goal, it is not necessary to
1ntegrate fully all the program rules to achieve nuch of the
desired effect on incentives and many ¢f the administrative
savings. Even if we can only reshape oneg program, we can
aeffectively reshape all programs. A detailed description of how
this might be accomplished is provided in my memo of November
18th. Simply, we could decide what level of benefits we wanted
people in different circumstances to receive, and then use ouy
one program to add to what they receive from other prograns to
bring them up to the level we set.

This sort of deliberate program interaction is a reasonable
alternative €0 the current system where the work disincentives in
Qdifferent programs interact to exacerbate sach other. For
example, when states attempt to sanction AFDC recipients by
cutting their benefits the sanctions arsg now undermined by
increases in Food Stamps and housing assistance. By using one
program in a flexible manner to determine the overall size of the
benefit package we can insure that all programs combined provide
the incentives we want.

It may also be possible to reap many of the potential gains
from integration of program administration through the use of
computerized case intake and processing. Using advanced
interactive software it is possible for intake interviews to be
directed by the computer to elicit only the infeormation that is
needed from each household. The computery can do the job of
determining eligibility for multiple programs and satisfying the
different verification and record keeping reguirements. Such a
system also reduces eryror rates, improves enforcement, and
reduces the time necessary to comply with changes in reguzatzans,
Bill Dickens‘ October 28th memo describes how Merced County in
Califeornia has saved a great deal of money by lmplementing such a
systemn.

Private Bector Employment

It is extremaly important that wve put as much emphasis as
possible on private sector job creation before we begin to
consider public sector jobs. Private sector jobs give
participants real work experience and the knowledge that they can
get regular employment. This should encourage many to attempt o
move on to better private sector jobs. A major problem faced by
those in many communities with high unemployment rates is the
lack of an effectively functioning job ®grapevine." HMany studies
have shown that most people find work through contacts. When
many people are unemployed the quantity of gontacts available o
help people find work is lower. Putting pecple into isclated
public jobs doesn’t solve this problem. Putting them into
private sector Jobs that are part of an ongoing enterprise would.
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Traditional approaches t¢ creating private ssctor jobs have
been unsuccessful. Tax credits and direct subsidies have been
tried and produce unsatisfactory results. A different approach
is needed. We propose that private sector employers be invited
to compeie to provide jobs for welfare recipients., The
competition would be on the basis of the size of reguired
subsidy, wages paid, training provided, and opportunities for
advancement. We would specify the weight te put on esach factor
to minimize dlSGretlon g0 as to avald charges of favarztzsm‘
Given the guo : pporte Ame

As payt of the process of private sector job creation, labor
force moblility should be enhanced. We recognize that the lack of
capital often prevents wvelfare recipients from pursuing job
opportunities in other locations. Accordingly, we would like to
see the Welfare Reform Proposal encourage the formation of
cooperative arrangements between States whers AFDC recipients
would be presented with a low-cost {or no~cost} opportunity to
move to areas where job opportunities are more plentiful. <Care
must be taken in devising such arrangements o that benefit
recipients are not coerced into moving to another jurisdiction
and s¢ that certain States 4o not become overvhelmed by
beneficiaries from other $States., (This concept was outlined in
my November 18th memo.)

Family Usnenmployment Insurance

A fundamental problem we must address if we time limit
welfare benefits is how to provide income support to families who
are unable to find work. Job stability is a problem for many of
the working poor and a2 particular problem for single mothers for
whom workimg and meeting thelr family needs poses a serious
problen., We would like to see the demonstration of a Family
Unemployment Ingsurance system as a major part of welfare reform,

Our existing unemployment insurance system doesn’t meet the
needs of the working poor with children because the minimum.
benefits are too low and it is teoo difficult for somsone with an
interrupted work history to qualify. We have in nind a systen
for which parents of children with any work history would
gqualify. Pavments would be keyed to the cost of supporting a
family in the state rather than to the wage the person earned on
their previous ijob. The benefit would be needs tested in that
the wage and nonw-labor income of all household members would be
taken into account in determining whether an individual might
receive assistance and the amount of assistance., Parents would
accumulate eligibility for benefits from this program according
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to how many full-tims-egquivalent weeks they had worked.

We see this as a realistic way of providing for the income
support needs of low skilled individuals when they are not able
to find work. For thomse who have passed thelr two year limit it
is reasonable to expect that many will face a future of short-
term low~paying jobs. In addition, we may wish to offer the
working poor an alternative to even starting AFDC which rewards
them for work and allows them the greater dignity afforded those
who worked for their unemployment benefits.

child Support

we agree that c¢hild support enforcement ig an extremely
important part of welfare reform. We believe that avery
instrument available to the government should be used to insurse
that non-custodial parents do their share to support their
children. To this end we offer ths suggestion that the
government be able to attach not only wages and tax returns in
its efforts to get payment, but also individuals’ social security
balances.

In suggesting this we are acutely aware of another problem -
- that the current system of setting child support payments is
extracrdinarily rigid and that most low income men do not have
the legal resources necessary te obtain timely adjuastments to
their payments when circumstances make full payment impossible.
In such a system, draconian enforcement of ¢hild support orders
could drive many working poor men out of the system altogether.
The more wa tighten up on enforcement the further cut on the
sacial fringe we drive people, possibly t¢ the point were we
significantly sexacerbate our homeless problem. We believe that
the process of obtaining changes in child support orders should
ke made administrative rather than judlicial, or that the rules
should be adopted that set payments ag a fraction of income.
This latter suggestion would mean that non-custodial parents whoe
are unable to work on a regular basis would simply have a smaller
liability. It would also mean that payments would automatically
grow with inflation and any improvement in the circumstance of
the non-custodial parent.

Even if stronger enforcement does not drive people out of
the system it is likely to lead to greater reliance on
independent contractors {reinforcing the incentives d¢reated by
our health care proposal). +The proposal above for tapping social
security balances woeuld reduce this incentive since independent
contractors’ social security liabilities are the sgane zas
employees.



Assets

Access to mainstream education, training, and self-
employment opportunities must be improved for welfare recipients.
An essential part of this would enable welfare recipients to
accumulate an asset base that allows them to cope with
uncertainty and pull themselves out of the poverty cycle. New
instruments for building savings, such as an Individual
Development Account, would encourage Americans to save for such
purposes such as post-secondary education, small business
startups, home ownership, and retirement. Finally, the confusion
of multiple asset tests among the various welfare programs must
be eliminated, and asset tests themselves should be reviewed in
terms of their impact on the ability of welfare recipients to
save, work, and solve their own problems.

In many effective strategies of upward mobility, loans often
complement savings. New methods and institutions are being
developed that provide the kinds of checks and incentives that
allow more of the poor to gain access to finance, in part through
incentives that encourage credit worthy behavior. Finally, many
citizens now find it difficult to identify the most appropriate
savings instruments, or to learn the principles of becoming and
remaining a credit worthy borrower. Educational and counseling
efforts would enable financial institutions to supply financial
services cost-effectively to welfare recipients and other
customers.

Other Comments

Page 4 -- last line -- Rather than state that work expectations
will begin after two years, we should say that work expectations
will be present throughout the entire two year period, but that
after two years, those who can work must work.

Page 7 -- The option which begins "Support State
demonstrations...”" seems to confound two options: demonstrations
and comprehensive case management. We think these should be
separate options, but the last option on page 8 could be combined
with the state demonstrations for the sake of presentation. We
would also like to see the demonstrations option given prominence
and the discussion of it to note that we have a long way to go in
understanding how to combat teenage pregnancy and that we could
learn a great deal from community innovation. We might also want
to consider how we might evaluate demonstration programs and how
we could disseminate information on successful programs.

Page 9 -- Under STRATEGY, we should note that to move family out
of poverty requires EITC, wages, and food stamps (and perhaps
other benefits).
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‘Page 9 -- The last paragraph should mention income exclusion for
employer-provided child care benefits (the value is not included
in the taxable income of the employee).

Page 10 -~ Option 1 contains an item that would require States to
share in cost of the expanded JOBS program. Given that States
now do not make maximum use of this program, expanding the
requirement might be seen by the States as another Federally-
imposed mandate. Also what is meant by "States could count as
match funds ... private .. funds."?

Page 11 =-- Neither option 1 or 2 mentions the problems caused by
the current regulation of day care. Many potentially beneficial
arrangements (for example employing welfare mothers as child care
workers) are evidently not possible given requirements that
center workers be certified and requirements for provision of
services to the disabled. Health and safety standards are a
must, and we want to provide high quality care, but we must
balance the quality with the cost. Many rules seem to impose
unnecessary costs for little gain in quality.

Page 11 -~ We do not favor option 3. We note that it will not
provide adequate support for many low income families. Further,
a refundable dependent care tax credit (DCTC) will provide an
incentive for taxpayers to engage in '"make work" transactions in
order to claim a large tax benefit. For example, with a 40
percent rate for the EITC and a 30 percent rate for the DCTC, a
taxpayer can essentially "trade" child care responsibilities with
another (or just claim that this is done) and reap a tax benefit
of $700 for each %$1,000 of claimed expenses. This might be an
open invitation to fraudulent behavior (especially given that the
IRS does not have the resources to adequately audit lower-income
taxpayers).

Page 12 -- In discussion of EITC, we could mention that the
participation rate for the EITC is around 85 percent, higher than
the corresponding rate for most other income support programs so
as not to undermine our reliance on this program as a work
incentive. The wording of the second sentence should be changed
to "...to see the full rewards of their efforts." since people do
get their wages and may receive advanced payment.

Page 12 -~ The suggestion that the EITC be automatically
calculated by the IRS would require that the definition of
dependent (for purposes of claiming a personal exemption) be made
to conform to the definition of "qualifying child" used for
purposes of EITC eligibility. This will require a legislative
change (and it is not clear this is altogether desirable).

Page 13 -- We would hope that the services described in the first
demonstration could be provided in dislocated worker one-stop
shops eventually and that no new program be established to
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é¢aamplish this.

Page 15 -- option 2 -~ Why not pass along a fraction of the award
rather than a fixed amount? This will give fathers some
incentive to pay in addition to awarding mothers who establish
paternity.-

Page 15 -~ The CEA strongly favors option 3 {elinminating Federal
AFDC match when states fail to establish paternity when the
nother has provided necessary information}.

Page 15 -- The National Guidelines Commission might be perceived
as setting a uniform national child support payment. Is this the
intended result?

Page 16 ~~ The CEA does not support the idea of providing child
support assurance unless the payments are taken from the father’s
social security account as described above. We believe that if
the state pays and the father doesn’t that sends the wrong
mesgage about who is responsible for the child. For young
fathers with no accumulated balance c¢hild support would create a
negative balance up to a reagonable fraction of expected lifetime
payments into the social security system. We do like the idea
that if enforcement is to remain the prercgative of the states
that they should face some sort of penalty if they are
unsuccessful in enforcing a c¢hild support order.

Page 17 -~ Before suggesting an expansion of the Targeted Jobs
Tax Credit, we should be aware that the available svidence shovs
this is not an effective employment incentive. We should be
taking advantage of welfare reform to take the meney devoted to
TITC and apply it te ocur work c¢reation programs. We have the
opportunity to do so if we plan a large private sector component
toe our Job creation strategy. Under no circumstance should we
expand the TJTC.

Page 17 -~ Laws against involuntary servitude probably preclude
mandatory work for non-custodial parents.

Page 18 -— Most of the elements of Option } will result in looser
rules for the various types of public assistance. .This will cost
revenue., Do we have any ideas about the magnitude of revenue
needed or about how we intend to raise it?

Page 1% -~ The last line of Option 2 refers to the taxation of
benefite. This is not mentioned anywhere else. Is this a
serious idea? Which benefits? Why build in more of a work
disincentive? What aboul political consequences?

Page 22 ~- We are concerned that case workers should not be given
proad latitude in writing "contracts" with welfare recipients.
We are worried that failure by the state to deliver on some
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aspect of a contract might lead to litigation.

Page 23 =-=- A broad definition of "participation”" may provide some
undesirable incentives. Suppose that work is perceived as less
desirable than attending classes. Then the more problems that a
person is diagnosed as having (drug problems, poor patenting
skills, etc.) the longer the person gets to attend classes in
lieu of working at a job.

Page 22 & 23 -- The evidence to date suggests that the Riverside
GAIN model is much more effective than most other JOBS programs.
Do we want to be more specific about the type of JOBS program we
would like to see? Alternatively, if we reward successful
programs might we state how we plan to do this and what we expect
the successful programs might look like?

Page 24 -- The section entitled NEED points out that a large
fraction of the AFDC population may not ever be fit to work, but
the section entitled STRATEGY does not seem to take this into
account. Do we intend to carry these people on AFDC
indefinitely, pay lots of money to develop appropriate work
opportunities for them, or redesign SSI so that they no longer
receive AFDC. All of these options are worth considering and
they should be mentioned explicitly. If we don’t discuss the
problem we will be ignoring the one message we probably heard the
most in the hearings -- the heterogeneity of the welfare
population.

Page 26 -- top line -- How can the special equity fund "invest"
in non-profit organizations?

Page 26 -- Note that in Option 1, the supplemented earnings (to
bring them to AFDC levels) is analogous to a 100 percent tax on
earnings (unless the supplement is not reduced dollar for dollar
with earnings). This is not consistent with "making work pay."

Page 26 -- In the "Capacity" discussion, jobs are matched on a
first-come, first-served basis. Why is there no attempt to match
job skills to jobs?

Page 26 -- In the discussion of "Other'" issues, the earnings from
work program positions would not count as earned income for EITC
purposes. This might be a bad policy precedent, since the
definition of "earned income" for EITC purposes is quite broad.
Unless it is clear these payments are really just welfare
payments received in return for some nominal work, this proposal
might make an undesirable distinction between types of earnings
based on the identity of the employer.

Page 26&27 ~-- Rather than allowing good cause exceptions to
benefit payments should we simply have sick days like most
employers do? If someone becomes disabled and can’t work they
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should be provided for outside the work~welfare system {see‘
comments on p24 abavej.
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DEPARTMENT OF AGRICULTURE
OFFICE OFf THE SECRETARY
WABHINGTON, 0.0, 20280

November 23, 1993

To: Mary Jo Bane
David Ellwood

Fr: Mike Alexander W
Executive Assistant to the Secrecary

Suhject: Comments on Welfare Reform Recommendations

Thank you tor the opportunity to make the foliowing comments on the welfare
reform proposal. As a new member of the Task Foree 1 feel as if many issues have already
been discussed extensively before now, It was clear from Saturday’s discussion that the pros
and cons of most of the issues and options have alreudy been established. It is difficult 1o
contribute at the tail end. However, I do offer the following observations,

i Place more emphasis on asset development and accumulation: The recommendation
o1 page 22 is that states be permitted initintives 10 promote micro-enterprise development
and allow demonstrations of program rules to encourage savings for ¢certain purposes. My
reaction to this option s that it indicates a basic lack of faith in asset development a3 2
strategy 10 help break the cycle of poverty,

However, it should be noted that the Prestdent supported Individual Déevelopment
Accounts in the campaign and reiterared his support for this idea during discussions on
empowarment zones, Secretary Espy is also highly supportive of asset development
strategies. He has suid that persens cannot consume their way out of poverty - they nust
accumulate assets.

Therefore, T would favor a broader, federally supported demonstration signalling o
higher level of support by the Administration. Such an approach would make the most
radical break with the present philosophy behind welfare (income transfers to support
current consumption) and demonstrate the Administration’s willingness o try new
approaches moving in a new direction.

Here are the specific advantages I see, especially if we support presem proposals for
individual development accoumts or some veriation thereofs

3

ks
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1) Giving welfare recipients federal incentives to save for the future would, for the
first time, give many specific reasons to focus on the future as opposed to immediate
gratification. This is one of the most important middle class values that has received little
or no auention. Yet, every one acknowledges that much of the self-destructive behavior
common among some welfare recipients stems from the push for immediate grayification
and consumption, rather than a focus on the future.

2) This approach would help restore dignity to welfare recipients by treating them
the same as other Americans. We presently provide generous tax benefits and matching
funds for federal employees 1o promote saving for retirement as well as mortgage tax
deductions,

That iy because the federal government recognizes the importance of savings and asset
accumulation to individuals and to our economy.

Federal support for IDA's in which recipients receive a matching grant to encourage
savings would tell welfare recipients that no matter what your present circumstances, 10
enter the economic mainstream and get shead in the future you 100 must be encoyraged to
save. Thar is a basic principle of financial management which is even more vital to those
on the econemic bollom.

3} IDA’s could be linked to the jobs, private or public sector, of the welfare
rcczpwm:. The Missouri proposal refors to “Fam,iv Development Ac{:{mnty’ 1o encourage
savings by families. As with present welfare, sble bodied people should not be able to just
sit at home, save part of a welfare check, and receive a federal match from raxpayers. But
those who work, or attend school, or job training, should receive the same encouragements
to save a8 federal and other workers now enjoy.

Also, if there are political problems with marching grants, we could use refundable

tax credity to accomplish the same goal.
A ————i

4} Allowing accumutated funds to be used for specific purposes, such as education,

housing, or 1o start 2z small business specifically encourages the kind of behavioral changes

we seek. Tt would say to a welfare mother, for example, that if you save for your child's
education, we will help you.

Recipients will see a way out of povesty in the future that the present system
discourages with asset limitations and penaities. Saving for a house will help recipients see
an eventual way out of public housing Saving for a small business helps those who have
skills know 1hat we will help them acquire a beginning stake to get started.

Savings, period, will also provide some cushion in those Umes when recipients for
whatever reasons fall backwards,

7
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These are all positive incentives - and we could use more positive incentives in the
legislation.

2. EITC Limitations

Even though I have not heard the arguments for restricting the EITC for people on
public as opposed to private sector jobs, I do not believe this is a wise policy. It sends a very
bad signal that we value some work more than other work. If this is designed 10 make work
in the private sector more altractive, then | believe the emphasis is misplaced.

Everyone acknowledges that there won't be enough jobs in the private sector for even
thuse welfare recipients who play by all of the rules, The President has said this is exactly
the kind of person he wants to help. Not providing the EITC because of economic factors
beyond the control ¢of the recipient is a punitive measure thar only hurnts their ability 10
accumulate the assets they need to eventually be self supporting.

3. Realistlc discussion of welfare population and system

I believe the paper would be strengthened by more analysis of the targeted
population. The American public has many assumptions about welfare recipients. We should
not let those false assumptions drive the presentation or the substance of this legislarion. i
$0, it may win politically, but lose where it counts, That will eventually became an even
greater political liability.

Twould like 1o see some discussion in the document about the welfare recipients who
are striving to make it, who are overcoming incredible obstacles, who are creative and hard
smrking We should acknowledge the few who are irrcs;wmible and who have basically
given up hope - and state we will give them the help they need in return for zaking personal
responsibility,

But the vast majority want to work, they want 1o be self-sufficient, they do not want
a hand out, they would relish the chance to earn their own keep. We need to acknowledpe
them and their efforts. We should not have a document that feeds negative sigreotypes for -
short term political gain. This will do nothing to help restore the dlgnity of welfare
recipients.

The document must give a realistic portrayal of the welfare population. Most
imporianty, we should expect them to succeed provided the opportunities are there. Nothing
debilitates people more than low expectations from others which feeds lower expeciations
of themselves. It should recognize that the population is diverse and that the problems are
compiex, It should acknowledge the difficulty of fashioning legislative remedies thay apply
in some situations but ot In others.

That will put the discussion in the proper context,
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4, Time limits/ work for benefits

On page 4 we state that this plaa is designed 1o move people off welfare quickly and
with lasting results and that the plan will ensure that the vast majority of recipients will
leave welfare in less than wwo vears, I don't think these are plausible statements. Nobody
believes this cun happen quickly, I see no need to add 1o our two year quandary by making
suchy ¢laims.,

Secondly, on Saturday we discussed the 1ssue of what happens when a person finishes
their public job and cannot find work in the private sector. The point was made that
government has no obligation to provide a job forever to anyone.

I believe that misses the point. The issue as I see it is does government have an
obligarion 10 require work, and 1o make some form of work available, inclnding volunteer
work, 1o persons whe have demonstrated that they want 1o work in exchange for a certain
level of financial support. Again, these are people who cannot find work in the private
sector through no fault of their own,

Providing states the option of reduecing benefits for such persons does not solve any
problem. That may sound like good politics. It is short sighted policy. It merely pushes
someone who is frying back down the economic ladder and will increase the ranks of those
who hbave given up, gone on 1o crime or some other form of socially adverse behavior, The
work for benefits option is by far the best, for society and for recipients.

*As long as a person Is contributing to society we should be willing to contribute o
them enough to keep them from destitution and we should be willing 1o help them begin
the process of accurmulating the assets they need for the future. I believe all Americans
would agree with that, We just need to inake opportunities available for them to contribute -
and given the massive problems throughaout society there should be more than enough real
aptions,

On the tssue of relocation - [ believe that if jobs are available and certain conditions
apply, then this option should be encouraged {or certain recipients - but not mandated.
Government cannot be expected 1o provide cuough public sector j{}%}s in Alabama if there
is a labor shortage in Mississippi. However, there are few locations in ﬁm country where
there are jabor shortages,
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8, Parental Responsibility

After reading the section on parental responsibility, on page 6, I think it could use
some improvement. Shifting the focus of social policy 10 the message of parenial
responsibility, again, might be good polities with the right - but it will do little 10 solve the
problem. This message is important and should be emphasized. But to make it the focus,
and emphasize it abead of such things as family planning znd positive incentives such as
guaranteed scholarships for teens who do not get pregnant in high school, school to work
initiatives, etc,, is wishful thinking.

Again, the focus should be on providing teens with tangible reasens to look forward
to andd plan for the future, A message about abstinence from sex disconnected from specific
initiatives to give teens a reason to believe in a better future will fall on deaf ears, That is
the lesson of the much ridiculed “just say no” ecampaign, We know what that has contributed
10 solving the drug problem,

The paper as presently written will please persons who think the fundamental
problem 1s a moral one. To be sure, there are moral breakdowns and we should stress
responsibility. But I question if that should be the focus of social policy. I would give equal
emphasis t0 posiive incentives for the future,

6. Capping benefits for additional children

I would limit demonsications 10 states vith the highest banefits, or restrier states with

the lowest benefits. States like Mississippi do not provide enough welfare benefits now to
serve g5 an incentive for someone to have a child,

The extent 1o which young women have children o collect benefits probably indicates
that they see absolutely no other consistent source of income, other than prostitution or
drugs. If so, the real solution te this problem lies in the other ¢changes we are proposing -
not limiting banefits for additdonal children. Again, the Key is increasing options, not limiting
restricting benefits.

Especially if we require teenage mothers 10 live with responsible adults, which |
support, pravide pesitive incentives for their futures - such as IDA’s 3o they can save for an
education, provide family planning services, ete,, there will be no need to adopt this policy
as a strategy for limiting the number of children they produce. They will do it themselves,

We could try it in states with the highest benefits « just to see i it makes a difference.
But we should not allow states which already provide paliry sums now to put even more
stress on the, weakest families. Those states should be required to provide those recipients
childcare, guarantee them a job, et¢ - 50 they have to work.
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7. Refundable Dependent Care Tax Credits

I favor this option the most because it treats welfare recipients just like everyone else.
Again, this is the best way to restore the dignity of the recipients. Currently we expect them
to act like us, but have so many policies that treat "them” differently from "us". I am
convinced that the more we can close these gaps the better off recipients will be.

8. Missouri Proposal

Lastly, if you have not already done so, I would encourage you to read the proposal
from the Missouri Coordinating Commiitee. It is generally a very positive sounding
document that focuses more on changing the system than penalizing or scoring political
points at the expense of welfare recipients.

It is full of positive recommendations for developing job skills, rewarding work, asset
accumulation, and removing barriers to self-sufficiency in the existing programs.
It is full of initiatives to offer hope to recipients and move them into the mainstream.
I believe that should be the same message from the Administration.
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NOTE TO ANN McCORMICK

Subiect: Welfare Reform Document

Surgeon General Elders has asked me ro submit to you her cowments
on the Welfare Reform document:

We have rewritten and reorganized the introductory matarial on

page § {attachmeat) o reflect a more supportive tone and te o\
include an emphasis on education and pregnhancy prevention. The i
last paragraph on the original page &, dealing with the

controversial nature of sope cf the options, should probably be
retained.

The pregnancy prevention options cutlined on pages 7 and 8 seenm
to present little problem, although they are not very specific. !
Howaver, option 4 on page 7, concerning family planning servicesg v//
and AFDC recipients, is unnecessary in that subsidized family [
planning services are already available to APDC recipiente

(through Medicaid, for which they are eligible by virtue of

receiving AFDC sappcxtj Accessibility is probably more of an

issue and the next option adresses that.

In addition, the special outreach to AFDC mothers is proplematic

for a number of reasons. Outreach should include sons as wvell as I
dau htars, it should beagin well before the childref ¥asch ?’ﬁ
adoiéscence and mothers should also receive training in

cemmunzcatlon and paventing skills. Although it is not reflected

in this particular document, an earlier version of this

discussion had some potential for appearing ceercive bevause of

its emphasis on Norplant or Depo Provera as & preferred method

for teens in AFDC families.

“Texry Bannott
Acting Deputy Assistant Bescreaetary
for Population Affairs
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ENHANCE LIFE CHANCES AND PREVENT
UNPLANNED PREGNANCY

NEED - In 1531, ten percent of adolescent girls in the U.§,
bacame pregnant and six pércent gave birth. Most of those
births, nearly 70 percent, were to unmarriad girls. Adolescent
childbearing has long been associasted with numerous conseguances
for both mother and child. Among thesc are reduced eduvational
attainment and employment opportunities for the young mothers.

In turn, poverty and AFDC rzceipt are more prevalent in families
begqun by adolaescents, particularly those that arg unmarries, and
the children of adolescent parents are more likely to become
adolescent parents themsalves, perpetuating the cycole.

While we know that reduced educational, job and earnings
opportunitias are associated with sarly childbearing, it is not
cleaxr that early childbearing itself is always the causal factor
or gometimes only a symptom of a larger problem., Whichever the
cage, finding ways to beth encouraye and help young people
complecte their scheeling, davelop job skills and obtain

amployment before becoming parents is a necessary goal in any
walfare reform effore.

STRATEGY - Basic tenets underlying any welfare dependoncy
prevention strategy for youth are that education and servicas to
prevent pregnancy and early c¢hildbearing must be availasble and

" aceegsible and that prevention efforvs begln av any early age.

A few relatively new sexuality education programsz have shown
promising reswirs with respact teo delay of sexual activity and )
increased contraceptive use when sexual activity ig initiated.

These programs include information about sexuality and -
¢ontracaeption and alsc provide training in decision-making and
resistance skills, as well as practice in applying those skills.
Bervines programs that include a strony education componagnt have
also shown promise in delayving sexual activity and increasing
contraceptive use when sexual activity begins,

The Administration‘s Health Caxe Plan proposal includes both a |
comprehensive school health education and a school-linked health .
gervices compenent for children and youth. These new initiatives aﬁﬁ/
will include age-appropriste ssxuality education and raproductive
health services. - ]

In line with the message of responsibility underlying the
Administration’s welfare reform strategy, this proposal addresses i
parental responsibility by emphasizing the importance of delavin
pazrgnthoed until one is akle to provide the necessary gocial and |
aconomic support for &4 child. The propoesal also presents options |
for reducing the incidence of adolescent pregnancy and

underscores the role of communitiee in providing copportunities

and incentives for voung people to becomd responsible and
productive citieens.
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COUNCIL OF ECONOMIC ADVISERS

NHovenmber 24, 1983

TG: . Bruce Reed

FROM: Jogseph Stiglit@égy

SUBJECT: First draft caméent& on arait propesal

I have attached the working draft of ocur comments on the draft
welfare reform proposal. It covers the major points we wish to
raise with the working group. We intend to provide you with
ancther draft on Monday which will also include a list of other
minor comments on the draft and supporting material for the main
points. Our intent hers is to give you something else besides
Turkey to chew on over the weekend.
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allows then the greater dignity afforded those who worked for their
unemployment benefits. :

Child support

We agree that c¢hild support enforcement is an extremely
important part of welfare reform. We believe that every instrument
available to the government should be used to insure that non-
custodial parents de their share to support their children. To
this end we offer the suggestion that the govermnment be able to
attach not only wages and tax returns in its efforts to get
payment, but also individuals’ soclal security balances.

In suggesting this we are acutely aware of another problem --
that the current system of setting child support payments is
extraordinarily rigid and that most low income men do not have the
legal resources necessary to obtain timely adjustments to their
payments when circumstances make full payment impossible. In such
a system, draconian enforcement of child support orders could drive
many working poor men out of the system altogether., The nore we
tighten up on enforcement the further out on the social fringe we
drive people, possibly to the point were we significantly
exacerbate our homeless problem. We believe that the process of
obtaining changes Iin c¢child support orders should be wade
administrative rather than judicial, or that the rules should be
adopted that set payments as a fraction of income. This latter
suggestion would mean that non-custodial parepts who are unable to
work would simply have a smaller 'liability. It would alsc mean
that payments would automatically grow with inflation and any
improvement in the circumstance of the none~custodial parent.
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what level of benefits we wanted people in different clroumstances
to receive, and then use our ong program to add to what they
receive from other programs to bying them up to the level we
set.

This =sort deliberate program interaction is a reasonable
alternative to the current system where the work disincentives in
different programs interact to exacerbate each other. For exanple,
when states attempt to sanction AFDC recipients by cutiling thelir
benefits the sanctions are now undermined by increases Iin Food
Stamps arl housing assistance., By using one progranm Lo manipulatse
the final size of the benefit package we can insure that all
progranms combined provide the incentives we want,

It may also be possible to reap many of the potential gains
from integration of program administration through the use of
computerized case intake and processing. Using advanced
interactive software it is possible for intake interviews to be
directed by the computer to elicit only the information that is

needed fyom each household, The computer can do the job of
determining eligiblilicy for multiple programs and satisfying the
different verificatioen and record keeping reguirements, Bill

bickens’ October 28th memo describes how Merced County in
California has saved a great deal of money by implementing such a
system.

Family Unemployment Insurance

A fundamental problem we must address if we time limit welfare
benefits is how to provide income support to families who are
unable to find work. Job stability is a problem for many of the
working poeor and a particular problem for single mothers for whon
working and meeting their famlly needs poses a serious problem. We
would like to see the demonstratioh of a Family Unemployment
Insurance system as a major part of welfare reform.

Cur existing unemployment insurance system doesn’t meet the
neads of the working peoor with children because the ninimunm
benefits are too low and it is too difficult for someone with an
interrupted work higstory to gualify. We have in mind a system for
which parents of children with any work history would qualify.
Pavments would be Reyed to the cost of supporting a family in the
state rather than te the wage the person earned on their previous
job. The benefit would be needs tested in that the wage and non-
labor income of all household menmbers would be taken into account
in determining whether an individual wight receive assistance.
Parents would accumulate eligibility for benefits from this program
according to how many full-time-eguivalent weeks they had worked.

We see this as a realistic way of providing for the income
support needs of low skilled individuals when they are not able to
find work. For those who have passed thelr two vear limlt it is
reasonable to expect that many will face a future of short term low
paying jobs, In addition, we may wish to offer the working poor an
alternative to even starting AFDC which rewards them for work and



COUNCIL OF ECONOMIC ADVISERS

November 24, 1993

TO: Welfare Reform Working Group
FROM: Joseph Stiglitz
SUBJECT: Comments on draft proposal

I am generally impressed with the work which has been done in
drawing up the proposal and particularly with the way the meeting
on the 20th was run. The CEA has considered the proposal angd would
like the next revision 1o indrease emphasis on the broad theme of
program integration. In addition, there are four proposals, which
we believe are congistent with the thrust of the redesign proposal
which we would like to sece added or expanded:

1} more emphasis on private jcb creation, with.competition
between providers to create jobs as a part of the plan,

2} expansion of the family unemployment insurance alternative
to welfars,

3)Y move enmphasis on changing the administration of child
support enforcement to get more compliance and to make the
system more flexible and responsive to the negeds of beth
parents, and ) '

4) removing barriers to asset development and increasing
incentives for saving.

¢

Program Bimplification . ' -

Of the two options proposed for simplification across
assistance programns we prefer the more daring option 2. However,
we don’t believe it goes far enough.  If we are to make work pay
and realize the tremendous potential savings from program
integration we can not stop when we integrate food stamps and AFDC.
Instead wa should bring all Federal programes for support of the
needy together under one progran. Cf course we ‘recognize the
political difficulty of doing this, but if we could guantify the
benefits of such an approach it might be possible to make this a
major Presidential (or Vice Presidential} initiative.

If we fall short of this goal, it is not necessary to fully
integrate all the program rules to achieve much of the desired
aeffect on incentives and many of the administrative savings. Even
if we can only reshape one program, we can effectively reshape all
programs. A detailed description of how this might be accomplished
is provided in my memo of November 18th. Simply, we could decide
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" o : David T. Ellwood
Asgistant Secretary for Planning and Evaluation

Fron ¢  Kenneth S. Apfel /A"~
Assistant Secretary for Management and Budget

Subject: Welfare Reform Options Paper - Conments

Following our meeting this weekend, I have several reactions to
the draft options paper which provided the basis for our
discussions. oOverall, I beljeve its provisions are well-crafted
and comducive to moving the current welfare system towards more
positive outcones.

However, the transition to a new system may not oocur unless we
take time to think about how we want to position and advance our
plan fo get it enacted., I would recommend that in our initial
package we be sparing in our inclusion of provisions which appear
overly punitive. As this package evolves, we will probably need
to make concessions which will move it to the right and make it
tougher. To be able to do this and still maintain support from
sther more liberal constituencies, we must think about
appropriate starting points and how flexible to be such that we
are beginning from points around which our natural supporters can
rally.

T¢ this end, for example, I favor leaving out of the package the
family cap option on page 8. Under this approach, States would
have the option to linit additional henefits for children
conceived while families are receiving welfare assistance. This
proposal has already proved controversial in States that have
inciuded it in thelr welfare reform waiver demonstrations.
Whether it works or not, it will serve as a lightning rod for
gtrong apinions on both sides of the issue since it further
inserts the government into people’s personal lives. A better
approach would he to advocate positive alternatives that
encourage people to delay childbearing until they are
goonomically stable and have the skills to support their
families.

Similarly, on the igsue of time linmiting welfare benefits, I
believe that the package must reflect.that welfare recipients are
not a monolithic group, but rather a diverse population of
individuals with differing akilities. For example, we might
divide this population into four distinct subgroups: (1) those
who are able to move on and off welfare with esase, and are likely



to regain employment with little government assistance; (2) those

who can become employable with services and assistance; {3) those
who, even with assistance, will have difficulty obtaining and
keeping a Jjob; and, {4} those with disabilities who are unlikely
to be able te work at all. Recognizing that some of these
individuals are unlikely ever to work, and that others may
require services beyond a two year limit, our package needs to
incorporate policies which provide States flexibility.

Specifically, I would like to support twoe approaches., First, at
the end of the two year time limit, States should be able to
allow individuals who are still invoelved in an approved JOBS
activity (e.g., education, training or community service} to
complete thogse activities and still receive income assistance.
Second, the time limits, and any performance standards
established for States should reflect the needs of the different
groups above, insuring that States push those in the first two
groups hard to achieve self-sufficiency rapidly, while taking a
more flexible stance regarding those in the third group and the
length of time they may need services, and insuring that benefits
remain protected for those unlikely ever to work. Here again, I
view this as a starting point, from which movement to a tougher
position could be taken if necessary.

$econd, regarding child support enforcement, I continue to
strongly support the overall thrust of the provisions in the
package., However, I belleve that we must remain sensitive to the
issue of government intrusiveness if we want te insure real
consideration of these proposals. The fact ig that many
individuals do exist who falthfully pay their child support on a
timely basis. Little aside from a firestorm of opposition will
be gained from forcing such individuals into mandatory wage~
withholding, or universal updating of their awards. Thus, I
would like to reiterate my earlier comments (in my memorandum of
‘Novenmber 11} in favor of retaining current policies governing
wage-withholding opt-out provisions and of the need te avoid
other similar highly prescriptive proposals in this area.

Third, I believe it is imperative that our package include one ov
more provisions which address the ability of families on welfare
to accumulate assets. The ability te accunulate asseis promotes
a range of values and encourages savings and investment for
future goals. It focuses families on long~term geoals, and gives
them both hope for a better future and a means to escape from
welfare., At a minimum, ¥ would like to see current asset limits
increased. However, my preference would be to build in to the
package additional provisions which give people incentives to
save for their future. OCne approach, which I would support, is
to allow families to set up separate savings or IRA-type accounts
dedicated to specific uses: educatlon, the purchase of a home,
obtaining the resources for a small business.

Fourth, in crafting our welfare reform package, I fesl strongly
the need for us continually to remain conscious of the overall

At
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resource implications of our proposals. This need to be

attentive to resource limitations means that we must prioritize

our proposals. To achieve what we really believe necessary may

well mean that we have to retreat from other areas, however

worthwhile, that are likely to drive costs out of the range of

what can be enacted. Specifically, I believe that achieving the
advances that we seek in areas like education, training, JOBS, l
and ¢hild care may call into question our ability to put into

place a full blown national child support assuranca program. 253

Lastly, cost and FTE estimates must be available and supportable
before we move forward. We must carefully evaluate and be able
to defend just what we will ke buying in terms of increased State
performance as a result of the proposed expansion in Federal
responsibilities and organizational structures. Equally, we. mpust
insure that Federal and Stats management capacity exists to
operate the types of prograns we are advocating.
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PRAFT ~ FOR DIBCUBBICN ONLY

To: Mary Jo Bane NP B
Lavid Elliwood
Bruce Reed

From: Walter D. Broadnax DJ*??5fi>

Re: Commants on Welfare Reform Propossal

Thank you for the opportunity to provide comments and feedback to
the efforts of Welfare Reform Working Greup (WRWG). I am
impressed with and supportive of the inter-agency approach that
was taken to address the initiative, and feel that our final
product will reflect collaboration and inclusiveness of ideas,
and will accomplish the goals of the k&minsxtr&tzan, while
adhering to the needs of welfare recipients.

I would like to hegin my comments by providing the overriding
themes I am personally committed to, These are: welfare
recipients should not be Yworse off" as a result of anything that
we come up with:; work is a principle that we must strongly adhere
to -—~ everyone who ¢an vwork must work; there should always be a
safety net in place for welfare recipients {(and former welfare
recipients), to ensure that they are never left without some
neans of support for themselves and thelr families,

Additionally, I ap concerned that the structure and culture of
welfare offices maintain the personal dignity and self esteem for
the individuals who utilize the services. Realizing this may
require a revamping of the training and tasks for social workers.
What does the nation's supply of soclial workers currently look
1iXe? What tasks are they willing/prepared to do? Are our
schools ¢f Soclal Work preparing graduates for this new form of
customized support?

At our meeting on Saturday, Hovember 20, we were asked to provide
responses to specific guestions, as well as overall comments.
Mine follow in bullet form:

o The importance of the opening theme cannot be underscored.
We need to ensure that in this section we fully and
accurately reflect what the President wishes to accomplish
through this initiative. Given that, I believe that we sell
short what we are trying to do with welfare refornm by
limiting the introductory discussion to one of preventing
teenage pregnancy. While I agree that this is an issue that
if properly addressed will enable us to prevent a great deal
of welfare dependency, there are, in my mind, larger issues.
These include the role and importance of johs/work, enhanced
economic development, communicating the message of the power
and value of educaticn, and the importance of hope and
opportunity. I would hope that we could think more
‘gritically about these components not only in our opening



velley, but alsc in the section specifically dedicated to
work and time limited assistance (there needs to be- more
effort devoted to the specifics related to econonmic
develeopment in that section).

In reference to the conversation about those who stay on
welfare indefinitely, in those infrequent instances where
this may occur, I stand by my personal value. of always
providing a safety net (notwithstanding the issue that every
one must work). While States should have the flexibllity to
deternine how deep the safety net should be casgt, the
Clinton Administration, in our welfare reform proposal,
needs to ensure that it is always there.

In terms of tying in with other adminsitration initiatives, -
I concur with the sentiment of the group that we should be
focused sclely on welfare reform. Creating a broader agenda
may be counterproductive to our goals., However, I would

want to make sure that the issues involved in welfare reform
~= Tgork® and "participation® ~- are played out in a manner
consistent with other Administration initiatives.

Relative to options to the issue of child support, I am not l
in favor of including child support assurance. I do not ?ff”
feel that it would fly, pelitically. Alse, I am zKeptical

that we could adequately explain to the American taxpavers

where these additional funds would be coming from, and how

it is not just another welfare fund,

We also discussed the issue of requiring teen mothers to

live "with an responsible adult except in exceptional

situations". I support this notion provided we leave in the L
verbiage on "except in exceptional cases®, and that we are Efm
very clear on what those exceptional cases might include.

The notion of two parent families is very compelling to me:

at the risk of stating the obviocus, our policies and

rhetoric should support that whenevey, and wherever
possible,

Gn the issue of extending the "two yvear time limit" I anm ,L
very hard on the issue that if a welfare recipient finds a
job then they should acce it. In wy mind, the emphasis

should be on going to work, not going te school. Going to
school is a persenal decision. Getting a job should be the
highest pricrity of those receiving public assistance.

Finally, a few comments, please on the overall tone and content
of the position paper:

L+

Significant conponents of the draft will require a great
deal of cultural apd activity-related change to coms about
in the welfare office. From persennel reguirements, to

_upgrades in technology, te the “re-implementation® of the

JOBS program. I question whether these very critical
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factors for suocess are addressaed to a deep enough degree in
the draft. This is going to require a nmaijor "reinvention®
initiative at the state and local level, with as much
technical assistance as possible from the federal level -
all within the context of no unfunded mandatas.

o It may be wise to spall out a little more clearly that
activities required of welfare recipients begin on Day One

at the beginning of Year One, not Day One at the end of Year
TwWs.

o Another very critical issue that we way wish to include is
how do we ensure the support of children in the face of
possible parental sanctions for non—-participation. I would
feel better if we included pointed discussion on that topic,
and define the parameters of what we would like to see,
rather then have thenm defined for us.

Once again, 1 appreciate the opportunity to provide these
reactions to you. Should you have any gquestions or wish to

discuss these in further detail, please do not hegitate to call
me .
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Hovember 22, 1993

T Wendell Primus
Aann MeCormick

From: Avis LaVeZlﬁ}A&i‘ -

Re: Welfare Reforwm Proposal Revisions

I would like to see the Teen Pregnancy Prevention section of
the propesal nodified to reflect the need for a broader, co-
ordinated appreoach to curbing first-time pregnancy and preventing
re~curring pregnancies among teens. The section, as currently
writtaen, says g little about the role of communities and ig silent
as %o the moans by which ather government agencies can contribute
to that mission. For example,the likelihood of young mothers
returning and staving in school could be greater with suppoert for
school-bagsed day caye programg with a bullt-in counseling, parental
training and job-readinass component £or the young mother. This
could be a joint program of the departments of education, labor and
HH8 and/or the private sector {i.e. churches, community groups.}

My woncern is that there be recognition for ¢he need to
involve multiple government agencies and community institutions if
this effort to reverse a soclal trend is to be even moderately
successful. The AFDC system should rnot take on greater
responsibility~~it must have partners who can tackle the parts of
the problem they are most adept at tackling.

On the issue of what to do ywith recaleitrant recipients who
totally resist all efforts to become gainfully employed, my
philosophy is a hybrid apprsach. I believe that cash asasistance
should be curtailed by increments with a large-scale cutback
initially fellowed by further reductions every three mnmonths.
Recipients ghould continue to have accass to jok-search ¢ounseling
and be required to cone in for jobeseareh ¢ounselxng monthly ag a

conditlofl tO recaiving oonfinued benefits, HEDEATED NFE TE TOw
operate should Uifimately result 1n loss of all cash as&;stance but

a gradual phase-out allows time for recipient to discern the
gravity of the situation before falling completely into despair.

ks to those recipients who follow tihie program €o the letter
yet fail to find private sector employment, I think they should be
allowed %to continue their public sector/community service
employment at full benefit level but be given a limited period of
time (90 days? 180 days?) in which to develop their own self-
initiated community service position. Job search and counseling
should continue te be available and recipient should be reguired to
come in monthly as a condition receiving continued benefits.

’, -
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November 23, 1993

T David Ellwood, Bruce Reed, Mary Jo Bane
Co-Chairs, Welfare Reform Working Group-
FROM: Fernando M. Torres-Gil ‘ﬁlj’]&
Agssistant Secretary for Aging /ﬁ -
-
RE: Welfare Reform Working Group Concerns/Becommendations

I would like to commend the Co-Chairs and other menbers of
the welfare reform working group for their commitment to making
the reform effort a well organized and productive process. My
interest in welfare reform, as you Xnow, is not only a
professional one as the Assistant Secretary for Aging, a
gerontologist and a sowial worker, but a personal one as well. .
My mother ralised nine children on public assistance and in public
housing. She later returned to the welfare system as an employee
and managed the General Relief and Work Program for Monterey
County, California. She elected to stay home, raise her children
and assist others in her community. She was a strong advocate
for education, pride and dignity which resulted in eight of her
children graduating from college.

For this reason among others, I support the President’s
campalgn message and this Administration’s commitment to welfare
reform, which spoke to me and the valuable lesgons I learned from
ry mother. We must respond to the public expectation for
uphoelding c¢ritical values of responsibility, discipline and
security. I believe, however, that the document should have a
two~plep approach. The specific part of the welfare reform
proposal should focus on public assistance, particularly AFDC.

Te integrate other public programs {e,g. housing, food stamps)
may deviate from what is practical., However, I also believe that
the overall theme of the proposal should integrate the broader
Administration efforts to provide opportunity and security to the
Amexican public (e.g. health care, EITC). This proposal, thus,
becones one more element toward meeting our first-ternm
objectives.

In addition, I believe that the thematic part of the draft
nust be promoted in such a way that we re-~define the issue of
velfare for the American people. We must focus on poverty as an
overlying concern and promote welfare as a safety net for the
middle and working class. We must also stress that the proposal
only addresses one aspect of poverty: dJdependence on public
assistance, :



We must also ensure a balance of what might be considered
conservative and progressive approaches. I support the need to
emphasize a strict set of values within cour proposal. They must
be highlighted as the main driving force behind our plan. Doing
this will allow us to include ideas which may be considered more
progressive. We must obtain the support of certain constituency
groups who want a new social contract with the government that
stresses the values of work, family and responsibility.
Hispanics, for exanmple, balieve strongly in the discipline and
responsibility of work. Universally, welfare recipients have
expressed the need for change in a system which does not give
much or any incentive for work., With the proper balance, we can
gell this document not only te the public that wants reform, but
even to those who do not.

Secondly, we must make sure that we do not unwittingly
polarize the American public, We must be cautious not to
inadvertently condone competition between the working poor and
welfare recipients. The tone of the documsent and 1¢s public
presentation will set the tone for how the public views our
intent. Just as we have presented health care reform as a
security issue and viclence #as & public health igsue, so, too,
can we package welfare reform as a safety net for all Americans.

Lastly, whatever we do and whatever legislative process
develops, we must ensure that we will do no harm to people who
seek public assistance. We cannot allow persons who receive
public assistance to be exploited for pelitical agendas or to end
up worse off than they are now. Our message is not only one of
responsibility and discipline, but one of opportunity and
dignity.

By and large, I support the tone of the document. We have a
good framework from which to begin our work; however, there a
several additional issues I would still like to raise. I will
- have more detailed comments in the near future.

BAY CARE
o Day care is a critical piece of the proposal and a major

selling point. We must have something substantive that indicates
real expansion to make day care .available to all those whe most
need it. I favor those options which result in a significant and
substantive expansion of day care.

©- - This document speaks toward training low-income parents to
enter the child care workforce. We must distinguish between
opportunities for single mothers to work in a day-gare facility
ocutside their neighborhcod and being able to stay in their
neighborheod with their own children.
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o In a society where a growing number of families require two
incomes to survive, many of our children are being raised as
latch-key children with no parental supervision or guidance for
several hours a day. In instances where a mother (or father)
stay at home to cave for their children, we must be supportive by
allowing parents to have that time with their children. In
return vwe can ask them te make contributions through community
work such as, co-op day care centers in neighborhoods, delivering
home~-delivered meals to homebound elderly or disabled
individuals, or working in family planning or senior centevs.

O We might consider starting a set of demsnstration projects,
perhaps in public housing facllities, to train mothers to start
day-care centers in their own housing facilities.

NON-CUSBTODYAL PARENTSH

o We must require responsibility from absent fathers to ensure
support for their children. I strongly support the child care
enforcement provisions in the draft proposal; however, we cannot
*criminalize® disadvantaged nen who may not have the skills or
educational opportunities to obtain iobs.

0 Other options of re-payment nust be available., I feel that
an array of services must be made available to the parent in
order to support and encourage c¢hild support pavments {e.q.
education, job training, English as a Second Language}. A case
management approach whereby unigue circumstances of non-custodial
fathers are used to develoy options for re-payment can help to
avoid even more.-victimization.

IMMIGRATION/IMMIGRANTS

o. Immigrant populations are currently a target of strong
public opinion. The debate over immigration will become more
powerful in the upcoming slection years, both Congressional and
Presidential. We must have ouy own ¢lear understanding of the
issue. If we do not address this, others will iniject immigration
into the debate. 1 believe we should discuss this issue soon and
have a proactive set of statements and positions,

TIME LIMIT

o I would consider a time limit for those who are able to
work--who have had every opportunity--but refuse to participate.
This will be a selling point to Hispanics and even to a majority
of welfare recipients who do all they can to become self
sufficient, Qur responsibility is to give these individuals
every opportunity without being harsh or punitive. But when
those copportunities are not seized, there must be conseguences.

o I believe this time-limit must be multi~tiered, and that
there must he certain exemptions, exclusions and flexibility.
These would refer to certain populations such as grandparents



raising grandchildren, the disabled or parents of disabled
children.

EDUCATID

O I strongly belisve we must provide credit and extensions for
those individuals going to college. Being able to point to
successful models of welfare recipients who receive sope
assistance in day care and other public assistance in order to
receive two oy four~year degrees will be the greatest sign of
progress.

C At the very least, we should allow the optlon of receiving a
GED or attending literacy classes. Certainly we should tie that
effort to overall work experience. The opportunities awvailable
for education or training must lead to jobs.

ETATE FLEXIBILITY

e I believe that it is important that States be held
accountable in establishing programs based upon strong national
principles. This would allow State flexibkbility but also ensure
that a national standard for the President’s objectives for
welfare reform is upheld,

PREVENTION

o The public focus--as well as the legislative focus--will be
on the reaality of teen-age pregnancy, therefore, it is critical
that we have something to say about prevention, education and
family planning.

o We must encourage support for the two-parent family.
However, we must recognize America’s diverse family structure.
Single mothers, single fathers, relatives and grandparents
raising their grandchildren are meeting many contemporary
challenges and responsibilities. As part of our public esducation
and outreach efforts, we must point out that the family is not
just about traditional structure, but about taking care of one
another in whatever way we <an in order to keep families
together.

In closing, we have a unigue opportunity to re~create the
welfare system to work more effectively for the American people.
All constituents are raady for this change. Even welfare
recipients, frustrated by the current systenm, are ready to accept
some responsibility as long as it is bkalanced with rsal
opportunity. We must respect the fact that any one of us is at
risk of needing publlic assistance at some time in our lives.
whether or not we succeed in the near future may not be as
critical as whether or not we c¢an re-define the debate about the
needs of vulnerable populations and the role of government in
rasponding to thoss needs.
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MEMORANDUM FOR MARY JO BANE
PAVID T. ELLWOOD
BRUCE REED
WORKING CROUT CO-CHAIRS

FROM: Alioia H. Munnsll
Assistant Ss¢retary
for Economic Poligy

SUBJECT: Proposal Needs to Stress Jobs
Ihe draft proposal reflects s 1ot of hapd work and serious

thinking. Much of the detailed discussion is quite sound, but it
nweds Lo e gasl in oa context Lhal siievswes beﬁ. The nessage

throughout should be that the nation is shifting from a sogial =X
policy based on the dole to one hased on work. - —

Participants at our November 20 mesting agreed that the
propesal should begin with a discussion of the linkages between
welfare reform and a broader policy context. I snrongly believe
this disensaion shonld strass fthe Adminisbtration'a tundamental
ehisctives of stimulating economic growth and sxpanding

employmant opportunities, with speci fic reference Lo economic ! V/f
development initiatives, worker d+splacamcnt, and doefense
cemvergion, In this contexi, waltare raform is ahont providing

oppaibunities and incentives for people to assume prgdu”tzve
reles b Lhe nalion’s scunocamy.

With this seconomic policy context ¢learly articulatsd, the
saciions should be reordered. Discussions of specificos zshould
sherl wilh "Mabke Work Pay® followed by "Prosule Sell~Sulficiencey™
and “Time-Limit Assistance and Follow with Work.” At the
beginning of each section linkagss between each proposal and jobo

shoula be notad: fop ﬁyamfﬁ,, the goal of rainventing government
involves transforming welfave offices from unemployment offices
to re-employment offices -- from getting checks to gatalng jobs,
The ﬁrgxgnzlam discuszion should give even greatér emphasis o
rhe advarse impact of teen pregnancy on eduastinn apo —
SUNEEUIENTTY 700 Success Finally, each saotinn should indicate
NGWEETVIEES tor ThE we¢fﬂre populatlcn are to be betteg
integroted with pxoqrams gserving broader populations, such as
dislocated workers or the handicapped.

Bayvand Lhegs b:uau commeints, I have 3 [ew gpeclic

SUOQestIong: ;

o Ay machanism for the advance paynment of chiid support
should be self ’1an¢ina. With such schemes, allowable Lime
pariods for pecovery of outlavs to compensate for shorvfslls
in payments from ncn*ﬂuqtodial sarents should Be expandsd o
ancomadatse 10 no 20 vear earning pathaerns,  This is 3 good
arez for state demonstration programs.

o
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saving incentives for welfare recipients doe2s not seem like
a good idea. However, asser limits gensrally associatad
wilh nedns-lesled proganes mighl be liberallized Lo enable
récipisnts Lo accumulate the money nesded. for example, to
buy & ¢ar to commute to a Sob site.
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MEMORANDUM FOR DAVID ELIMGOD

FROM: THOMAS P. c;zzmyf/:- («‘7 7

SUBJTECT: DOL*s Role in a Raformed Welfare Systenm

, I1f welfare raform is enacted, programe operated by the Department
of Labor will be affected. This memerandum and its attachments
lay out possible initiatives DOL may take ipn a reformed welfare
aystem. DOL also is reviewing the specific proposals in the
draft paper and, in the near future, may be following up with
another memo on specific reactions.

The complementary DOL initiatives are described in the
attachments, briefly, thesy are:

1. JTPA-JOB8 Linkage. Currently, all states are required to
coordinate their JOBS and JTPA programs. The quality of those
linkages varies considerably--from almost total integration in a
few states €o lip service in othars. DOL would commit to work
with HHS to break down barriers that currently exnist. Some
barrisrs are statutory or traditional: others are regulatory or
pelicy. A new vehicle for accomplishing better coordination
counld be the proposed Human Resource Investment Councill (see
attachmant) which would devslop common definitions and systems as
wall as consider walver requests from states.

2. One-Btop Shop Demonsirationg., NL would snsure that some of
the demonstration sites in the one-stop denenstration would
include the JOBS program. There might also be a demonstration of
the work support agency in a one-stop setting.

3. (53% Vbnanargl When AFDC reciplients reach the two-year limit, / M&P
some option nmust be provided if unsubsidized dobs in the private

sector are not available in sufficient numbers. Public sector

jobs are an expensive option. A less cogtly approach might be an

OJT voucher. Research suggests thal TUTC veuchers have noet bean
particularly worthwhile but OJT is an effective treatment. DOL

could take the lead in developing an OJT voucher tailored to

welfare reform,.

4. Prevention. Minority women who entey AFDC as tesnagers xnd
high school dropouts, and whe have naver baen married, are at
high risk of long-term welfare dependency. DOL's Youth Fair
Chance initiative is aimed at youth growing up in high~poverty
communities, thus thare is considerable overlap in the twe
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populations. Job Corps is another effective intervention. Recent
charges in the Job Corps have increased thely emphasis on single
parents from the welfare rolls. As part of welfare reform, both
areas ¢ould be expanded.

S. Human Regource Investment Council. A federasl counterpart to
the HRIC's authorized at the state level would act as a mechanisn
to integrate the JOBS and JTPA programs and to increase the
linkages among other related programs. This group could act as a
pody to consider walvar reguests from states.

6. KRITC and Minimum Wage. The policy recommendations in the
"Make Work Pay" section are reasonable -~ particularly the
enphasis on child care -~ but some of the framework is
prablematic. It states on page ¢ that "There are thres elements
to making work pay: working family tax cre&xts, health reform and
child care" and that "the (emphasis addeﬁ] major missing element
to ensure that work really does pay is ¢hild care."

This rhetoric strongly implies that the minimum wage is not a’
major element of making work pay. Yet a substantial madjerity of
job opportunities available to welfare reciplents pay at or near
the minimum wage. Moregver, in the campaign and as part of
Putting People First the President endorsed strengthening the
minimum wage. And the minimum wage is far below its historic
value. ‘ :

The draft could =zasily be modified to address these ¢oncerns,

The first sentence could read *Three of the major slements that

make work pay are:...® The second sentence could read "angther e
najor missing elemant necessary...” In addition, the working

group discussed adding & section to the paper describing welfare
reform in the vontext of other initiatives. This section could
recognize the relevance of the rinimum wage and how a decision on

the minimum wage is expected in 19%4 (a time frame consistent PO
with the recent statement by the Secrehary of Labor which was

approved by the White House).

Relatedly, strengthening the misinun wage and ensuring that more
of the working poor receive food stamps (less than half do} are
necessary complementary steps to the EITC i7 a family of four
with a full-time worksx is te be lifted out of poverty. The
sentence “Phis {the EITC exXpansion) very nearly ensures gthat a
family of four with a full-time worker will no longer be poor®
sould be changed to ®The EITC expansion is a giant leap towards
ensuring that...® It alsc bears noting that the $6.00 net
minimum wage for families with two or more children applies to
1986 and does not count the effect of payrell taxes (which the
RITC is in part designed to offset)}. Adjusting for inflatien,
and subtracting tut payroll taxes, the net eguivalant wage is
really $5.14 per. hour.



11724793 1%:57 B20z2 218 7971 DOL OSEC Bto4/004

£y ”3~
on ancther front, on page 23 the sentence appears “The JOBS
progran needs to be redasigned to parmit states to integrate
other employment and training programs into the JOBS preogram.”
If such an integration is te ocour, it would seem that JOBS
should e integrated into the progranms targeted towards the
broadar population.

Another suggestion, if we are going o "End Welfare as We Know
It® we might want to end using the term Ywelfare® or “AFDC". As
a first crack, calling ths new program “transitional assistanca®
would seem to convey the appreach in nind.

Attachnents

ce: Robert Reich, Douyg Ross, Maria Echaveste

x5
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DEFPARTMENT OF AGRICULTURE
OFFICE OF THE SECARETARY
WASHINGTON. 0.C. 20250

NOV 2 ¢ 1993

TO:  Bruce Read
Deputy Assistant to the President for
Domestic Policy

Pavid Ellweoad
Asglstant Becretary for '
Planning and Evaiusation, DHHS

Mary J¢ Bane
Assistant Secretary for
Children and Families, DHHR

FROM: Ellen Haas
aAssistant Secretary for
Food and Consunmer Services

SUBJECT: <Comments on Welfare Reform Draft Options Paper

Thank you for the opportunity to comment on the Welfare Reform
Working Group's draft options paper. The paper covers the full
range of welfare reform issues and provides an appropriate range
of options for the President's consideration.

The highlights note that the welfare reform plan will be deficit
neutral, with gradual phase-in, fully funded by offsets ang
gavings. Early attention must be given to where offsets and
savings will be sought. The effects of these will be crucial in
gaining support for the plan.

I strongly support the Working Group’s view of the Food Stamp
Program as the ultimate safety net for low income individuals ang
families. Food Stamps provide nutrition sexvices for over 27
million Americans each month. The program ensures that all
Americans have access to the food they need to meat their daily
nutriticnal needs. The plan as written assures that the progran
will centinue to play this important role while taking steps to
increase access to eligible families and by supporting efforts to
move toward EBT as our primary means of benefit delivery.
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1 share your commitment to simplifying the relationship of the
Food Stamp Program and AFDC., I believe that movement toward
adopting many of the food stanp rules for the AFDC program is a
step in the right direction. However, we must move carefully in
this area to ensure that we do not inadvertently hurt families in
our effort to simplify program rules. My staff will work closely
with yours to analyze and model the changes under consideration
to assure that we fully understand their conseguences, including
the implications for inoraasged food stamp coste.

In particulsy, one item suggested for simplificatien on page 195
that requires some careful consideration is to count housing
acsistance for food stamps. This proposal revisits the issue of
the choice between shelter and food. In the Leland bill we
uncapped the exceas sheltey expenge deductiocn and provided
additional food assistance to households facing high shelter
costs. It asems contradictory to suguest now that food
asaistance ghould be decreased because of housing assistance.

Alse within the simplification option on page 19 is the
description of using a common set of definitions for food stamps
and cash assistance, and allowing States te set the benefit
levels. This neads to be clarified that the State flexibility
would eccur in the AFDC benefit, while food stamps will Yemain a
national program with uniform quidelines.

I believe that we need to place nore emphasis onfasse
development and accumulation. As you know, the g;;;;;stratian'g

Tleland BLll included a2 provision which would have allowed food
stamp recipients to accumulate up to $10,000 in assets for future
schooling, home buying, change {n residence, or making maior home
repairs. 'The Bill as enacted gave us authority to proceed with
demonstrations {n this area. I recommend that we again seeX
broad authority in thls ares for both AFDC and food stamps. We
would also like to collaborate with you as we lmplement these
demonstrations so that we may extend asset acoumulation to both
AFDC and food stamp participants.

It is vexy important ¢o maintain a strong focus on the prevention
of welfare dependency. The plan should continve to include
afforta to prevent teen pregnancy and to support the efforts of
young people to obtain a sound aducation.

while it is important te strengthen the child support systenm, I
am concerned about the proposal to condition receipt of neans-
tested benefits on cocoperation with the system., Many means-
tested programs such as feod stamps and WIC provide an essential
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garvice to families. Regquivring that mothers provide information
to help establish paternity or that absent parvents pay their
child support as a condition of benefit receipt srodes the
affectiveness of food assistance programs as the ultimate safety
net, Past attempts to require cooperation with the ohild support
enforcement agency by non-AFDC methers in the Food Stamp Progranm
have boan defested in Congress., I believe that there are other
ways to aceomplish these objectives without resorting to these
approaches.

I support exXpanded use of the Advance Payment of EITC, and, as
you are well aware, utilization of EBT technology, especially for
the Food Stamp Program, On page 12 the draft options paper lists
joint administration of food stamps and EITC using State food
stamp administration. It should be clarified that this does not
inciude merging the two programs because considerations carliey
this month revealed a nunber of operational flaws that would make
werging the programs extremely difficult.

Finally, I bkelleve that we should move cautiously with regard to
time~limiting receipt of AFDC. We &ll share the goal of helping
families move off of walfare inte private sector jobs and cut of
poverty. I agree that we need to dramatically reorient welfare
toward a work support preogram with the accompanying education,
training, and child care services. The increazed EITC and the
Preasident's health care reform proposal, together with food
stanmps, will help ensure that parents whe take a ninimum wage job
can move their families out of poverty. However, I am concerned
about AFDC recipients who are not successful in obtaining
amployment before the time limit expires. While they will have
food stamps as a safety net, they may lack resources for shelter
and other basic human needs. I suggest that while the plan
provide a provision for time-limiting AFDC that it alse include a
safely net below which supports will neot fall. The discussion on
the top of page 27 provides for such a safety net, You may want
to consider providing these benefits in the form of a voucher
rather than as cash as a way of distinguishing them from AFDC, Y,
alse suggest that we work with States to carefully test and
evaluate several diffsrent approaches to time~limiting AFDC
benefits in order to find out which works best.

I look forxward to seelng a revised draft of the paper and to
working with you to bring food stamps and AFDC xules into greater
alignnment.
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To: Mary Jo Bane, David Ellwood, Bruce Resd, Betle Sawhill
From: Mike Smith -

Date; June 16, 1954

Re: Welfare Reform Legislation

I have major concerns about two provisions in the JOBS section of the welfare reform
legislation, The newest version of the legislation contains two requirements that we at ihe
Depantment of Education had believed had been thoroughly discussed and resolved previcusly
but now find kave appeared for the first time and without warning in the final draft.

1. Extensions for Completion of Post-Secondary Education Contingent on 15 Hours
of Part-time Work

We strongly oppose conditioning an extension for completion of post-secondary education of
15 hours a week of part-tinie work,

While we have not opposed coaditioning extensions on part-time work, we have consistently
argued that a part-time work requirement of over 10 hours a week is both unrealistic and
onerous for women who are raising children and also going © school full-time. A 15 hour a
week requitament will underming both the value of the work and the value of the academic
experiece. . . '

All prior versions of the specifications and legislation provided that work-study or part-time
work was a condition of an extension - but did ot specify a cortain number of hours of
part-time work. Qur understanding was that the determination of the number of hours of
part-time work required was to be either lefl (© regulations or o state discretion - 4 position
with which the Department was comfortable. We believe that this prior version should be
used,

2. Permitting Learnfare or Learnfare.like Programs

The legisiation contains two new provisions that appear (o affect whether the state may pluce
céhucation, work or other participation requirements on children in AFDC families.

. Section 10IBIANII) permite states to require "any other applicanis for o recipients of aid”
1o participate in JOBS. Scction 10L{C)() provides that the state will require all individuals
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described in subsection B (which includes the phased in population plus whomever clse the
skaie chwsess w zm{uzie) to pamczg}atc in the IOBS gmg;am "g;hg gggﬁg a chgxg y}m ;5 1oL a

v onal '. technic hoo .

While we do not ¢learly understand the intent or effect of these provisions, they appear 1o
permit states to requice children in families receiving AFDC to pacticipate in education or
other activities -~ and to impose sanctions on the children or the parents for the children’s
faitlure 1o meet participation requirements. If this is indeed the case, then we eppose the
pravisions. :

As you kuow, this Department has consistenmtly opposed permitting states o instituge the
Wisconsin Learnfare program or programs {ike it that impose obligations on children in
welfare families -- and possible financial sanctions on their families for non.compliance. The
svaluation of T.earnfare shows no positive results. Moreover, we have serious reservations
about Learnfare or any other program that would penalize families based on the school
attendance or other sotivities of the children, Unfortunately, parents are not always able to
control the school attendance of older children. Penalizing an entire family for the truaney
of one adolescent c¢hild is punitive and unfair. Reduced benefits will harm the younger
children n the family as well as the parent who is struggling towards self sufficiency,

3. Additional Concerns - : '

We have two additdonal concerns.  First, our position throughout has been that in order to
ensure that sxtensions for education and training can pay off and to raise the quality of
programs available to this population, extensions should be available only for those
completing 2 certificate. or deoree.orantios program. Despite our recommendations of
legislative language w ensure this policy, the most recent legisiation does not reflect our
language or accomplish this aim. Attached are proposed changes to pp. 4142 of the
legisiation that address this issue. .

Second, we have some concerns about the failure 10 address issues concerning individuals
with disabilitics. Becausc the peeds of this population are not addressed, we fear that the
plan will be badly received in the disability community. Our Office of Special Education and
Rohabilitation Services bas suggested some changes in the specifications might help address
this issue. Possible changes include: indicating that at the initial assessment those suspected
of haviog a disability would be referred 10 SSI; indicating that individuals with disabilities in
pre-JOBS would be referred to the state vocational rehabilitation agency or other appropriate
service provider; and indicating that JOBS and WORK. assignments for people with
disabilities would include necessary accomnmodations where appropriate.

S ¢e: Chris Mustain (OMB;}, Barry White (OMB), Madeleine Kunin, Augnsta Kappner,
Norma Cantu, Judy Heumann
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school (or an egquivalent program of education), so
long as the inﬁividual is making satisfactéry
progress toward obtaining a high school diploma
{or equivalent);

"(ii) for no more than 24 additienal nonths
in erder to allow an individual to complete a
cogrsTUT post-secondary aéucézg;e—sc jong as the
individual is enrolled in a work-study program, or
is employed at least part-time, and is making

rompit hndg .
satisfactory progress toward obesabméing & aQQreg;ar

fxs amaa&af ﬂkiuccxéumﬁ o .
certis te~gz&ntiﬁ§ aining'program s o

egvTetional aclivity, or structured
nicroanterprize oy self-employment progran likely
to improve the individual‘'s economic self-
sufficiency; or

- . M(iil) for such additional number of months
as it finda appropriate in any case, datermined on
an individual banis, where such extension is
necessary to afford an individual with significant
learning disabilities or other substantial
barriers to employment additional time to obtain
the remedial education, job skills training, or

other services specified in the employability plan
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