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THE WHITE HOUSE
WAESHINGTON

Drecember 2, 1993

MEMORANDUM FOR THE PRESIDENT

FROM: Bruce Reed
Mary Jo Bane
. David Ellwood
THROUGH: Carol Rasce
SUBJECT: _Draft Discussion Paper on Welfare Reform

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

We have not included specific budgetary costs and offsets, As we noted in our
previcus memo, we believe we can find savings and offsets in entitlement
programs 1o fund the proposed changes, Costs, especially over the first flve years,
can be relatively easlly adjusted by varying the speed of phage-in. We are
currently working with OMB, Treasury, and HHS to lay put aptions for offsets in
phase-in for your consideration over the next few weeks.

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

We would like a signal from you as to whether you're comfortable enough with our
basic direction before we begin the more detalled consultation process. You don't
have to decide any of the major questions now. We'll make ¢lear that no decisions
have been made, and many things are still on the table. But you should know
that to get the feedback we need from our likely allies on this issue, we will have
to run the risk that some details may leak out.

We would be happy to neet with you at this stage if you desire. In the coming
weeks, we will provide you with detalled decision memos on the key unrescived
issues alluded to in this document, with a detailed list of pros and cons. We will
also provide a detatled memo on costs and phase~in options.
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DRAFT DISCUSSION PAPER
BIGHLIGHTS

This paper discusses ideas and options for a plan which fulfills the President’s pledge to end welfare
as we know it by reinforcing traditional values of work, family, epportunity and responsibility, Mone
of these options has been approved by the President, and the paper is designed.to stimulate
discussion--not indicate Administration positions. Key features in this plan are:

*

Prevenrion. A prevention strategy designed 10 reduce poverty and welfare use by reducing
ween pregnancy, promoting responsible parenting, and encouraging and suppmtmg two-parent
familiss,

Support for Working Famifies with the EITC, Health Reforms and Child Care.  Advance
payment of the EITC and enactment of health reform to ensurs that working families are not
poor or medically insecure. Child care both for the working poor and for families in work,
education or training as part of public assistance,

Promoting Self-Sufficiency Through Access to Education and Training. Making the JOBS
program from the Family Support Act the core of cash assistance. Changing the culture

-within welfare offices from one of enforcing seemingly endless eligibility and payment rules

te one focused on helping people achieve self-suppert and find jobs in the private sector,
Involving able-bodied recipients in the education, training and employment activities they need
to move toward independence. Using a social'contract which spells out what their
responsibilities are and what government will do in return, Greater Federa] funding for the
JOBS program and a reduced State maich rate.

Time-limited Welfare Followed By Work. Converting cash assistance to a system v.;iz!z two-

year time limits for those able to work. People still unable to find work afier two years
would be supported via non-displacing community service jobs--not welfare,

Chitd Support. Dramatic improvements in the child support enforcement system designed to
significantly reduce the $34 billion anaual child support collection gap, t© ensure that children
can count on support from both pareats and (o reduce public beoefit costs.

Noncustodial Parenss. ‘Taking steps to increase economic opportunities for needy
noncustodial parents expected to pay child support and to help them become more involved in
parenting their children,

szpl ifving Public zissisiance Szgmﬁcant simplification and coordination of public assistance
programs,

Increased State Flexibility Within g Qlearer Federal Framework. Increasing flexibility over
key policy and implementation issues and providing the opportunity for States to adjust to
local needs and conditions within more clearly defined Federal objectives.

Deficie Neutral Funding. Gradual phase-in of the plan, fully funded by offsets and savings.

My
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INTRODUCTION

THE VALUES OF REFORM:
WORK AND RESPONSIBILITY

Americans share powerful values regarding work and respornsibility. We believe work is central 0
the strength, independence and pride of American Tamilies. Yet our current welfare system seems at
odds with these core values. People who go o work are often worse off than those on welfare.
Instead of giving people access 1o education, training and employment skills, the welfare system is
driven by numbingly complex eligibility rules, and staff resources are spent overwhelmingly on
eligibility determination, benefit calculations and writing checks, The very culture of welfare offices
often seems o creste an expectation of dependence rather than independence. Simultanecusly,
soncusiodial parents often provide littte or no economic or social support to the children they
paremted. And single-parent families sometimes get welfare benefits and other services that are
unavailable to equally poor two-parent families. One wonders what messages this system sends to our
children about the valug'of hard work and the importance of personal and family responsibility.

This plan calls for a genvine end to welfare as we know it. It builds from the simple values of work
and responsibility, It reshapes the expectations of government and the people it serves, Our goal is
1o move people from welfare to work and bolster their efforts to support their families and to
contribute to the economy. One focus is on making work pay--by ensuring that people who play by
the rules get access to the child care, health insurance and tax credits they need to adequately support
their families. The plan also seeks to give people access 1o waining for the skills they need o work
in an increasingly competitive labor market. But in return, it expects respensibility. Noncastodial
parents must support their children, Those on cash assistance cannot collect welfars indefinitely.
Families sometimes need temporary cash support while they struggle past personal tragedy, economic
dislocation or individual disadvantage. But ao one who can work should receive cash aid indefinitely,
After a time-limited transitional support period, work—not welfare~must be the way in which families
support their children. '

These reforms cannot be seer in isclation. The social and economic forces that influence the poor
and the non-poor run desper than the welfare system. The Administration has undertaken many
closely linked initiatives 10 spur economic growth, improve education, expand opportunity, restore
public safety and rebuild a sense of conununity: worker training and retraining, educational reform,
Head Start, National Service, health reform, Empowerment Zones, community development banks,
community policing, violence prevention and more. Welfare reform it a piece of 2 larger whole, It
is an essential piece.

FROM WELFARE TO WORK

The vision of welfare reform is simple and powerful: we must refocus the system of economic
support from welfare to work., However, changing a system that bas for decadas been focused on
calculating eligibility and welfare payments will be a tall challenge,  Still, we have already made an
important beginning. - The Family Support Act of 1988 serves as a blueprint for the future-a

i
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foundation on which to build. I charted a course of mutual and reciprocal responsibility for
government and recipients alike.

We recommend five fundamental steps:

i Prevent the need for welfare | in the first ;}iaca by pwm{}‘;mg parental responsibility and
preventing teen pregnascy.

2. Reward people who go 10 work by m&kizzg work pay. Familizs with 3 full-time worker
should not be poor, and they ought (o have the child care and health Insurance they aeed to
prcv;ée basic seczmig through work,

3 Promote work and self- -support by providing access 1o siucation and trainmg, making cash
assistance a transitional, time-limited program, and expecting adults to work once the time
Timit is reached. No one who can work should stay on welfare indefinitely,

4, Strengthen child support enforcement so that noncustodial parents provide support to their
children. Parents should take responsibility for supporting a.nd nurturing their children, -
Governments don’t raise children~families do.

5. Reinvent government assistance to reduce administrative bureaucracy, combat fraud and
abuse, and give greater State flexibility within a system that has a ¢lear focus on work.

Promote Parental Responsibility and Prevent Teen Pregnancy

If we are going 0 end long-term welfare dependency, we must start doing everything we can to
prevent people from going onto welfare in the first place. Teen pregnancy is an enduring tragedy,
And the total number of children born out of wedlock has more than doubled in the last 15 years, to
. 1.2 million annually. We are approaching the point when one out of every three babies in America
will be born t0 an unwed mother. The poverty rate in families headed by an unmarried mother is
currently 63 percent.

We must find ways to send the signal that men zni! women should not bmme parents until they are
able to aurture and support their children. We need 2 prevention strategy that provides better support
for two-parent families and sends clear signals about the importance of delaying sexual activity and
the need for responsible parenting. We must intensify our efforis to reduce teen pregnancy, Familiss
and communities must work 1o ensure that real opportunities are available for young people and o
teach young people that children who have children face tremendous obstacles 1o seif-sufficiency.

Men a:x% women who parent children must know they have respansibiilties,

Make Weork FPay

Work i3 at the heart of the entire reform effort,  That reguires supporting working families and
ensuring that a welfare recipient is economicatly better off by taking 2 job. There are thres oritical
elements: providing tax credits for the mrkiﬁg poor, ensuring access to health insurance and making
child care available.
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We have already expanded the Earned Income Tax Credit (EITC), which was effectively a pay raise
for the working poor. The current EITC makes a $4.25 per hour job pay the equivalent of $6.00 per
hour for a family with two children. Now, we must also simplify advance payment of the EITC so
that people can receive it per:odacally during the year, rathar than as a lump sum at tax time,

We should guarantee health secumy to all Amecricans through health reform. Part of the despera:e
need for health reform is that non-working poor families on welfare often have better coverage than
working families. Tt makes no sense that people who want to work bave to fear losing health
coverage if they ]e.zve welfare.

With tax credits and health reform in place, the final critical element of making work pay is chitd
care. We seek 1o ensure that working poor families have access to the quality child care they need.
We cannot expact single mothers to participate in :rauung or to go to work unless they have child
care for their children. -

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

The Family Suppont Act provided a new vision of mutual responsibility and work: government bas a
responsibility to provide access © the education and training that people need; recipients are expected
to take advantage of these opportunities and move ints work. The legislation created the Job
Opportanities and Basic Skills JUBS; program w move people from welfare to work. Unfortunately,
one of the clearest lessons of the site visiis amd hearings held by the Working Group i3 that this vision
is largely unrealized st the local level, The current JOBS program serves only a fraction of the
caseload, The primary function of the current welfare officss is stll meeting administrative rules
about eligibility, determining welfare benefits and writing checks.  We must transform the culture of
the welfare buresucracy. We don't need 3 welfare grogram built around "income mainfenance™; we
need a program built around work,

We envision a system whereby people will be asked to start on 2 track toward work and independence
immediately, Each recipicnt will sign a social contract that spells out their obligations and what the
government will do in retorn, We will expand access to education, training and employment
opportunities, and insist on higher participation rates in return. At the end of two years, people still
on welfare who ¢an work but cannot find 2 job in the private secter will be offered work in
community service. Communities will use funds to provide non-displacing jobs in the private, non-
profit, and public sactors. They will form partnerships among business leaders, community groups,
organized 1abor and local government to oversee the work program, The message is simple:
everybody is expected to move toward work and independence.

Exemptions and extensions will be limited. The system must be sensitive to those who for good
reason cannot work~for example, a parent who is needed-in the home to care for a disabled child.
But 3t the same time, we should not excluds anyone from the opportunity for advancement.
Everyone has something to contribute.

Eaforce Child Support

Our current system of child sup;mz enforcement is heavily bureaucratic and legalistic. It is
unpredictable and maddeningly inconsistent for both custodial and noncustodial parents. It lets many
noncustodial pareats off the hook, while frustrating those who do pay. It seems neither to offer

%
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security for children, nor to focus on the difficult problems faced by custodial and noncustodial
parents alike. It typically excuses the fathers of children born out of wedlock from any obligation to
support their children, And the biggest indictment of all is that only a fraction of what could be
collected is actually paid.

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

Reinvent Government Assistance

At the core of these ideas is our commitment {0 reinventing government. A major problem with the
current welfare system is its enormous compilexity. It consists of multiple programs with differem
rules and requirements that confuse and frustrate recipients and caseworkers alike. It is an
unnecessarily inefficient system. This plan would simplify and streamline rules and requirements
across programs. ’

Waste, fraud and abuse can more easily arise in 2 system where tax amd income Support systems are
poorly coordinated, and where cases are not tracked over tGime or across geographic locations.
Technclogy now allows us to create a Federal clearinghouse to ensure that people are not eollecting
benefits in multiple programs or locations when they are not entitled to du so.  Such a clearinghouse
will also allow clearsr coordination of the child support enforcement and welfare systems and
determination of which people in which areas seem to have longer or shorter stays on welfare,

Ultimately, the real work of encouraging work and responsibility will happen at the State and focal
levels. Thus, the Federa! Government mast be clearer about broad goals while giving more flexibility
over implementation to States and localities, Basic performance measures regarding work and Jong-
term movements off weifare will be combined with broad participation standards.  States will then be
expected to design programs which work well for their situation.

A NEW BEGINNING

Transforming the social welfare system to one focused on work and responsibility will not be easy.
There will be sethacks, We muost guard against unrealistic expectations, A welfare system which
evolved over 50 years will not be transformed overnight. We must admit that we do pot have all the
answers, But we must not be deterred from making the bold and decisive actions seeded to create 2
system that reinforces basic values.
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Three features are designad to ensure that this bold plan is only the beginning of an even larger and
fonger process:

First, we see a major role for evaluation, technical asgistance and information sharing.( As one State
or locality finds strategies that work, the lessons ought to be widely known and offered t others.
One of the elements critical 1o this reform effost has been the lessons learned from the careful

. evaluations done of earlier programs.

Second, we propose key demonstrations in each of the plan’s five areas. In each area, we propose
both a set of pelicies for immediate implementation and 3 set of demonstrations designed o explors
ideas for still bolder innovation in the future. In addition, we would encourage States 10 develop their
own demonstrations, and in some cases we would provide additional Federal resources for these,
Lessons from past demonstrations have been central 1o bath the development of the Family Support
Act and to this plan. They will guide continuing innovation into the future.

Finally, we intead to propose a realistic phase-in strategy, based in part un the level of resources
available. Ideally, high participation requirerosnts and time Bimits would apply first o people newly
entering the system after legisiation is enacted, with the rest-of the caseload phased io over time,
Some States and communities may choose 0 start sooner than others. This phase-in period will
provide ample opportunity to refine the systern a8 Jessons from the early coborts and States inform
implementation for pthers.

In the end, this plan embodies a vision which was contained in the Family Support Act. 1 represents
the mext major step, But the journey will not end until work and responsibility enable us 1o preserve
our children’s future,

We turn now ta the specifics of the plan,
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PROMOTE PARENTAL RESPONSIBILITY
AND PREVENT TEEN PREGNANCY

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

NEED - The best way to end welfare dependency is to eliminate the need for welfare in the first
place. Accomplishing this goal requirss not only changing the welfare system, but also involving
every sector of our society in this effont.

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

Unfortunately, the majority of children born wday will spend some time in 2 single-parent family.
Tesnage birth rates have been rising since 1986 because the trend toward earlier sexual activity has
exposed mors young women to the risk of pregnancy. Teenage childbearing often [eads to schoot
drop-ont, which results in the failure to acquire skills that are needed for success in the labor market,
and this leads 10 weifare dependency. The majority of teen mothers end up on welfare, and taxpayers
paid about $29 billion in 1991 to assist families begun by a teenager.

STRATEGY « The ethic of parental responsibility is fundamental. No one should bring a child into
the world until he or she is prepared to support and purture that child. We need to implemen
approaches that both cequire parental responsibility and help individuals to exercise it.

To thiz end, we propose a three-part strategy. First, we suggest a number of changes to the welfare
and child support enforcement systems 1o promote two-parent families and to encourage parental
responsibility. Some of these options are quite controversial, but we note that they are alveady being
adopted by 3 number of States. Second, we seek to send a clear message of responsibility and
oppormaity and 10 engage other leaders and institutions in this effonn. Governmeant has 3 role 1o play,
bust the massive changes in family life that have occurved Over the past few decades cannot be dealt
with by government alons. We must not only emphasize responsibility; we must braak the cycls of
poverty and provide a more bopeful future in low-income communities. Third and finally, we nexd
to encourage responsible family planning. '

CHANGING THE WELFARE AND CHILD SUPPORT SYSTEMS

Throughout this draft paper we emphasize the responsibility of both parents to support their children.
Through an improved child support enforcement system and efforts to achieve vniversal paternity
establishment, noncustodial parents will be held accountable for providing greater support to their
children. Mothers receiving cash assistance will become better prepared to enter the labor force
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through required participation in attivities intended 16 increase their employment and sarnings
capacity. Through fime limits on assistance followed by work, parents will bave the incentive w
move toward self-sufficiency, The details of these measures can be found in subsequent sections of
this proposal, but in addition to these steps, we need to change the welfare system 10 encourage
responsible parenting and support two-parent families.

Seppert Two-Parent Families. First, we propose to eliminate the current bias in the welfare system
in which two-parent families are subject to much more stringent eligibility nules than single-parent
farnilies. Under curvent law, two-parent families are ineligible for assistance if the primary wage-
earner works more than 100 hours per month or has not been employed in six of the previous thirteen
quarters.” In addition, States are given the option to provide only six months of benefits per year to
two-parent families, whereas single-parent families must be provided benefits continuously. These
disparities would be eliminated.

Ming g Y Home. Second, we propose requiring that minor parents live in a household
with a ws?mszbie aéaii grefarabiy & patent (with certain exceptions~for example, if the minor parent
is marriad or if there is 3 danger of abuse (o the minor parent). Parental support could then be
included in determining cash assistance eligibllity. Current AFDC rules permit minor mothers 10 be
"adult carstakers” of thelr ows children, States do have the option under current law of requiring
minor mothers to reside In their parents’ household (with certain exceptions), hut only five States
have exercised this option. This proposal would make that option a requirement for all States. We
believe that having a child does not change the fact that minor mothers need nurturing and supervision
themselves and are rarely ready to manage a household or raise children on thelr own.

der Welfave Mothers, Third, we proposs 10 allow States to wilize older welfare
mothers to mentor at~nsk teenagers as pari of their community service assignment. This model could
be especially effective in reaching younger recipients becanse of the credibility, relevance and
personal experience of older welfare recipients who were once tegn mothers themselves, One recent
focus-group study of young mothers on welfare found that virtally all of the parents believed it

. would have been berter to postpone the birth of their first child. Training and ax;:ermce might be
offered 10 the most promising candidates for mentoring who are currently receiving welfare benefits,

Demonstrations. Finally, we propose to conduct demonstrations which condition a portion of the
assistance beaefit, or provide a bonus, based on actions by parents and dependent children o achieve
self-sufficienty. These demonstrations would include comprehensive case management focused on all
family members, assisting them to access all services necessary to meet their obligations, The case
management services would ke a holistic approach to family needs in striving to preveit
intergensrational dependency as well as assisting current recipients o get off welfare,

In addition, the following option is under consideration: .

Option: Allow Staies the option to limit benefit increases when additional children are conceived by

parents aiready on AFDC if the State ensures that parests have access 1o fumily planning services.
Non-welfare working families do not receive a pay raise when they have an additional child,
even though the 1ax deduction and the EITC may increase. However, families on welfare
receive additional support because their AFDC benefits increass automatically to include the
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needs of an additional child. This option would reinforce parental responsibility by keeping
AFDC benefits constant when a child is conceived while the parent is on welfare. The
message of responsibility would be further strengthened by permitting the family (o earn wore
or receive more in child support without penalty as a substitute for the automatic AFDC -
benefit increase under current law, .

ENGAGING EVERY SECTOR OF SOCIETY IN PROMOTING RESPONSIBILITY

While it is important to get the message of the welfare system right, solely changing the welfare
system is insufficient as a prevention frategy. For the most pant, the disturbing social trends that
Tead to welfare dependency are not caused by the welfare system but reflect & larger shift in societal
mores and values. Individuals, community organizations and other governmental and non-
governmental institutions mast, therefore, all be eagaged in sending a balanced message of

. responsibility and opportunity, Many Administration initiatives already underway are intended to
increase opportunity for children and youth, including Head Start increases, implementation of family
preservation and support fegisiation, a major overhaul of Chapier 1, development of School-to-Work
and an expansion of Job Corps, In addition to these building blocks, the following could be adopted
to focus mote on childeen and youth, especially those in high-risk sitwations:

544+ p0rg. We should cha!lezzge all Americans, especially the most foriunate, to work one-
Qz&»@zzc wzzh zz-zzsk c?ztiéren and adults in disadvantaged nelghborhcods We recommend working
with the Corporation on National and Commuaity Service to extend a wide variety of prevention-
oriemed programs employing volunteers—-rather than paid employees--at the neighborhood and
comraunity level. This effort could inclode programs such as Big Brothers/Big Sisters for at-risk
children and mentoring for adults at risk of welfare dependency.

National Campaign. We propose that the President lead 3 national campalgn against teen pregnancy,
which involves the media, community organizations, churches and others in 3 concerted effort 1o
instill responsibility and shape behavior,

Pemonstrations. We also propose to conduct demonstrations for local communities to stimulate
neighborhood-based innovation. The purpose of these demonstrations would be 1o provide -
comprehensive services to youth in bigh-risk neighborhoods which could help change the environment
as well 2s provide more direct support services for these youth, Efforts 10 coordinate existing
services and programs would provide greater support for at-risk youth, as well as make the best use
of Federal funds. Communlties receiving demonstration funds would be expected to bring together a
consortium of community organizations, businesses, colleges, religious organizations, schools, and
State and local governments.

We further propose to conduct demonstrations that hold schools accountable for sarly identification of
stwdents with attendance and behavioral problems and for referral 10 and cooperation with
comprehensive service programs which address the family as a unit, Early indications of high risk
for teenage childbearing and other risky behaviors, such as substance abuse, include school absence,
academic failure and school behavioral problems. This option would demonstrate the effects of
providing middle schools and high schools with the responsibility and resources necessary to identify
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early warning signs and make referrals (0 comprebensive service providers. Schools would be
responsible for appropriate follow-ug 1o ensure that appropriate education or alning oppormnitizs are
available to these youth, ‘

ENCOURAGING RESPONSIBLE FAMILY PLANNING

About 35 percent of alf births resplt from unintended pregnancies, and the percentage is much higher
for teen parents. Yet, funding for family planning services declined by approximately 60 percent in
constant dolfars over the last decade, This proposal strives 1o ensure that every potential parent is
given the opportunity to avoid unintended births through responsible family planning.

Hezalth Initiatives. In the President’s bealth care reform proposal, family planning, including
prescribed contraceptives, is part of the overall benefit package available 10 all Americans, regardiess
of income. However, insurance, while crucial, is not enough. Access and education must be
improved, To this end, funding for Community Health Centers, 2 major source of primary care
{including family planning and pre-natal care), is expanding. Also, traditional public health efforts
through Title X and the Materna} and Child Health Block Grant wili continue,

Pemonstrations, We would also propase to conduct demonstrations to link family planning and other
gritical bealth care prevention approaches to welfare reform efforts.  AFDC mothers overwhelmingly
state that they do not want to bear more children until they can provide for them. This option would
improve knowledge about and acoess 10 appropriate family plansing services for these recipients and
other low-income individuals,

10
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MAKE WORK PAY

CHILD CARE FOR WORKING FAMILIES

ADVANCE PAYMENT OF THE EI'TC

OTHER SUPPORT FOR WORKING FAMILIES
1. Work Should Be Bettar thap Welfare
2. Demonstrations

W

NEED - Even full-time work can leave a family poor, and the situation has worsened as real wages
have declined significantly over the past rwo decades. In 1974, some 12 percent of full-time, full-
year workers earned too little to keep a family of four owt of poverty. By 1992, the figure was 18
percent. Simultansously, the welfare system 513 up a devastating array of barriers o people who
receive assistance but want to work. It penalizes those who work by taking away benefits dollar for
dollar, it tnposes arduous reporting requirements for those with earings, and it prevents saving for
the future with 2 meager limit on. assets. Morsaver, working poor families often lack adequate
medical protection and face sizable child care cosis. Too ofien, parents may choose welfare instead
of work to ensure that their children have health Insurance and receive ¢hild care. I cur goals are 1o
encourage work and independence, to help families who are ;)iayzzzg by the rules and to reduce both
poverty and weifare use, then work must pay.

STRATEGY -- Three of the major elements that make work pay are working family tax credits,
health reform and child care, The President hag already launched the first two of these. A dramatic
expansion of the Earned Income Tax Credit (BITC) was enacted in the Iast budget legisiation. When
fully implemented, it will have the effect of making 2 $4.28 per hour job pay nearly $6.00 per hour
for a parent with two or more children. The EITC expansion is 2 giant step toward snsuring that a
family of four with a fulltime worker will no fonger be poor. However, we still must find better
ways to deliver the EITC on a timely basis throughout the vear. Ensuring that all Americans ¢an
count on health insurance coverage is essential, and we expect the Health Security Act will be passed
- mext year,

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

CHILD CARE FOR WORKING FAMILIES

Child care is critical to the success of welfare reform, It is essential 10 provide child care support for
parents on cash assistance who will be required to participate in education, training and employment
activities, Child care support is also pivotal for the working poor t© enable them 1o stay in the
workforce. Substantial rasources are required to expand the child care supply for both populations
and w strengthen the quality of the care,

The Federal Government subsidizes child care for low-income families ﬂurough'the title IV-A

entitiement programs (JOBS Child Care, Transitional Child Care, and At-Risk Child Care} and the
Child Care and Development Block Grant. Middle- and upper-income people benefit from the
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dependent care tax credit and child care deductions using flexible spending accounts. Because the
dependent care tax credit is not refundable, is paid at the end of the year and is based on money
already spent on child care, it is not now helpful to low-income families.

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

Ma_m;gm_l_\/_—ﬁ_(,_hﬂd_gggg We propose to continue the current IV-A entitlement programs for cash
assistance recipients. These programs would automatically expand to accommodate the increased
demand created by required participation in education, training and work.

Expang Child Care for Low-Incorne Working Families., We also propose significant new funding for
low-income, working families, The At-Risk Child Care Program, currently a capped entitlement
which is available to serve the working poor, is capped at a very low level and States have difficulty
using it because of the required State match. We propose to'expand this entitlement program and to
reduce the barriers which impede States’ use of it.

intai ild Care Developmen rant. We would maintain and gradually increase the Block
Grant, allowing States greater flexibility in the use of the funds to strengthen child care quality and to
build the supply of care. However, no families receiving cash assistance would be eligible for
services under this program.

Coordinate Rules Acrgss All Child Care Programs. For all three of the above strategies, we would

require States to ensure seamless coverage for persons who leave welfare for work. The requirement
for health and safety standards would be made consistent across these programs and would conform to
those standards specified in the Block Grant program. States wil! be required to establish sliding fee
scales. Efforts will be made to facilitate linkages between Head Start and child care funding streams
to enhance quality and comprehensive services.

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

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

2. Should we reduce further, or eliminate, the State match requirements for child care for the
working poor under the IV-A entitlements? The welfare reform initiative will put greater
demands on States to ensure child care for those entitled under the Family Support Act.
Reducing or eliminating the match rate requirements for providing child care support to the
working poor would provide a strong incentive for States to fund child care for families
transitioning from welfare or at risk of entering welfare.
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3. Should we also propose making the Dependent Care Tax Credit refundable? This approach
will not help the lowest-income families who still would not have the up-front money to pay
Jor child care; therefore, it should only be considered in tandem with other proposals.

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

) ADVANCE PAYMENT OF THE EITC

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

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

Strategies to expand the effectiveness of the EITC include:

o Expanded use of employer-based advance payments, particularly sending W-5 forms and
mformanon to all workers who recewed an EITC in the past year.

. Automatic caiculation of EITC by the Internal Revenue Service (IRS). On the basis of
information on individual tax returns, the IRS would automatically calculate the EITC amount
and refund the payment to the family.

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

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

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

The combination of the EITC, health reform and child care will largely ensure that people with fewer
than three children can avoid poverty with a fulltime, full-year worker. But full-time work may sot
always be feasible, especially for single mothers with very young children or children with sperial
needs. However,-in combination with support from the noncustodial parent, the EITC, and other
government assistance, earnings from half-time (o thres-guanters-time work should allow maost single-
parent families to escape poverty.

Mevertheless, for larger families and in bigh-benefit States, welfare may still pay better than work. In
addition, in many instances welfare is redoced by one dollar for each dollar of additional earnings.
This results in situations where there is no economic gain from accepting part-time work, Some
Working Group members believe that families in which someone is working at least halftime cught
to always be better off than families who are receiving welfare in which no one is working. If this
goal were accepted, there would be four options for achieving itz

Option 1: Allow for require} Siates to supplement the EITC, food stamps or housing benqﬁts Jor
working families when work pays less than welfare,
States could-supplement existing BITC, food stamp or housing benefits.  Already some States
have their own EITC, In most cases, 2 modest State EITC would make work better than
welfare, Alternatively, States could supplement the food stamp program or housing assistance
for working families after they have exhausted transitional assistance.

Oprion 2: Allow for reguire} States 2o continue to provide some AFDC/eash essistance 1o working
Jumilies.
Ore straightforward way 10 ensure that part-time work is better than welfare is tzz allow o
require States 1o continue to provide some cash aid 1o partdime workers. This could be
accomplished by simplifying the existing earnings disregards in the AFDC program, by
eliminating their time-genzitive nature, and by not counting menths towards a time Janit if the
adults were working at least part time.

Option 3: Use advance child support payments or child support assurance (See the child support

. enforcemens section for more details),

Ensuring that womeén with child support awmis in place get some child support through
advance payments ar ¢hild support assurance could effectively guarantee that even single
parents who work at least half time can do better than welfare with 2 combination of EITC
and child support. ' )

Opion 4: Allow States 10 moch some portion of the earnings of recipients and place the money in

Individuol Develppment Accounts (IDAs) to be used (o finance investments such as education,
fraining, or purchase of a car or home,
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Demonstrations
In addition, a series of demonstrations could be adopted to test ways to further support low-income
working families. We propose the following demonstrations:

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

Temporary Unemployment Support. - There would be demonstrations of alternative ways to
provide support to low-income families who experience unemployment. Low-paying jobs are
often short-lived, and low-income families often do not qualify for Unemployment Insurance

- (UD. They may come onto welfare when they need only very short-term economic aid.

Front-End Emergency Assistance. One example is a component of the AFDC program in
Utah which provides diversion grants upon application to some recipients who have lost a job.
Based on a caseworker’s assessment of the individual’s family situation, 2 one-time payment
is provided to prevent the family from becoming part of the long-term caseload.
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PROVIDE ACCESS TO EDUCATION AN TRAINING,
IMPOSE TIME LIMITS, AND EXPECT WORK

A, ENHANCING THE JOBS PROGRAM

). Immediate Focus oa Work and Participation in JOBS

2. Expanding the JOBS Program

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

t. Administrative Structure of the WORK Program

2. Characteristics of the WORK Assignments

3. Economic Development

NEED — AFDC currently serves as temporary assistance for ruany of its recipients, supporting them

until they regain their footing. Two out of every three persans who enter the welfare syStem leave it,
at least temporarily, within two years. Fewer than one in five remains on welfare for more than five
consecutive years.

However, a significant number of recipients do remain on welfare for a projongad pericd of time,
While long-termn recipients represent only a modest percentags of all people who enter the system,
they represent a high percentage of those on welfare at any gives time. While a significant number
of these persons face very serious barriers to employment, including physical disabilities, others are
able o work but are not moving in the direction of selfsufficiency. Most long-term recipients are
not on 2 track to obtain employment that will enable them to lgave AFDC,

STRATEGY -- Changing the focus of the welfars vystem from determining eligibility and writing
checks to helping recipients achieve selfiqufficiency through access 1o education and training and,
ultimately, theough work demands 2 major restructuring effort, Our plan for revamping the welfare
system has three elements:

{1} Enhancing the JOBS program to make it the centerpiece of a welfare system focused on
promoting independence and seif-sufficiency,

(2} Making welfare transitional so that those whe seek asswtance get the services they need to
become seif-sufficient within two years.

{3) Providing work to those who reach the time limit for transitional assistance without finding 2
job in the private sector, despite having done everything required of them.

Each applicant would, within 90 days of entry, work out a plan to attain indzpcndame thmugh work
and would immediately thereafter begin taking the steps toward self-sufficiency Iaid out in the plan.
Through expanded access to education and training, recipients would obtain the skills nesded to find
and retain private sector employment. Making work pay, dramatically improving child support
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enforcement and providing education, training and job placement services should maximize the
number of recipients who leave welfare for work within two years. Persons who follow their case
plans in good faith but are nonetheless unable to find private sector jobs within two years would be
offered paid work assignments in the public, privats or nonprofit sectors © enable them to support
their families, - “

ENHANCING THE JOBS PROGRAM

Fundamentally changing the way individuals receive assistance from the government requires an
equally fundamental change in the program delivering that assistance. The Family Support Act.of
18R set forth 2 bold sew vision for the social welfare system: AFDC was 10 become 3 transitional
support program whose mission would be helping people move oward independence, The JOBS
program was established to deliver the education, training and other services needed to enable
recipients 10 Teave welfare,

Unfortunately, the current reality is far from that vision. Part of the problem is resources. Another
part is the absence of effective ¢oordination among the myriad of programs run by both State and
Federal departments of education, labor and human services. The culture of the welfare bureaucracy,
however, represents perhaps the greatest challenge to true welfare ceform. From a system focused on
check-writing and eligibitity determination, we must create one with a new mandate: to fulfill the
promise of the Family Support Act by providing both the services and the incentives to help recipients
move toward seff-sufficiency through work.

Strong Federal %e&ﬁersézx;; in gteering the welfare system in this new d;rmzs:m will be critical.  To
this end, we propose to:

(1} Structure the welfare systerm so that applicants, from the moment they enter the sysiem, are
focused on moving from welfare to work through panticipation in programs and services
designed to enhance employability,

2) Dramatically expand the JOBS program through increased Federal funding, an enhanced
Federal match rate gad higher participation siar_:darés,

(3) Improve the coordination of JOBS and other education and training initiatives.

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

Social Contract.  Each applicant for assistance would be required to enter into a social contract in
which the applicant agrees to cooperate in good faith with the Swte in developing and following an
employability plan Isading 1o seif~szzfﬁmerzcy, and the State agrees to provide the services called for in .
the employability plan. - . ‘

Up-Front Job Search. At State option, most new applicants would be required to engage in
supervised job search from the date of application for benefits,
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Employability Plan.  Within 90 days of application, cach person, is conjunction with his or her
caseworker, woukd design an individualized employability plan, which would specify the services to
be provided by the State and the time frame for achieving self-sufficiency.

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

Employabitity plans would be adjusted :m TESpORSe 10 c%wzzg% in a family"s sinsation,

Exemetic erid. We recognize that some who seek transitional assistance will, for
goad rmson he sznabie t0 wor& Persons in this category could include individuals who are disabled
or seriously ill or who are caring for a disabled or seriously ill refative, The current criteria for
exemption from the JOBS program would, however, be narrowed. Parents of young children, for
example, would be expected to participam The question of participation requirements for
grandpareats and other relatives caring for dependent children is under study.

ipition of "Participation ”  As soon a8 the employability pian is developed, the
rm;mm wmid he mpected to ezzmﬁ in the JOBS program and to engage in the activities called for in
the employability plan. Enbanced Federal funding would be provided to accommodate this dramatic
expansion of the JOBS program. The definition of satisfactory participation in the JOBS program
waould be broadened to include substance abuse treatment and possibly other activities such as
parenting/life skills classes or domestic violence ¢ounseling if they are determined to be important
preconditions for pursuing employment successfully,

Sanctions. Sanctions for failure to follow the employability plan would be at least as strong as the
sanctions under current law, * .

Expanding the JOBS Pregram

lncreased Funding. This plan envisions a dramatic expansion in the overal! level of participation in
JOBS, which would clearly require additional funding. States currently receive Federal matching
funds for JOBS up 10 an amount allocated o them under a national capped ectitlement. The cap
needs 10 be igcreased.

States are currently required 10 share the cost of the JOBS program with the
Federal Government, States have, however, been suffering under fiseal constraints' which were pot
znzicipaied at the time the Family Sappert Act was enactedd. This shortage of State dollars has been 2
rzjor obstacle & defivery of services through the JOBS program. Most States bave boen unable to
draw down their entire allocation for JOBS because they cannot provide the State match. In 1992,
States drew down only 62 percent of the $1 billion in available Federal funds. Fiscal pmblem have
limited the sumber of individuals served under JOBS and, in many cases, limited the services States
offer their JOBS participants. Nationwide, about 15 percent of the non-exempt AFDC caseload is
participating in the JOBS program. To address the scarcity of State JOBS dallars, the Federal match
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rae would be increased. The match rate could be further increased for a particular State if its
unemployment rate excesded a specified level.

? BAS 0. With increased Federal resources avaifable, it is reasonable to
expect drammu.aliy mcreased pm:mpanon in the JOBS program, Current law requires that States
enroll 20 percent of the non-exempt AFDC caseload in the JOBS program during fiscal year 1995.
Under the proposal, higher participation standards would be phased in, and the program would move
toward a full-participation model. As discussed above, participation would be defined more broadly
and most exemptions eliminated, .

3 |2 ip. The Federal role in the JOBS program would be to provids training and
mhmcal ass:stance to help States make the program changes called for in this plan, Federal funds
would be used to train eligibility workers to becoms more effective caseworkers. Through technical
assistance, the Federal Government would encourage evaluations of State JOBS programs, belp
promiote state-of-the-art practices, and assist States in redesigning their intake processes to emphasize
employment rather than eligibility. These activities would be funded by setting aside one pe:cem of
Federal JOBS funds specifically for this purpose.

Federal oversight of the welfare buresucracy would change (o reflect this new mission as well,
Quality control and audits would emphasize performance standards which measure outcomes such as
lonig-term job placements, rather than just process standards,

Integrating JOBS and Mainstream Education and Training Initiatives

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

- Arsong the many Adminisiration initiatives which should be coordinated with the JOBS program are:

s Naticeal Service. HHS would work with the Corporation for National and
Community Service to ensure that JOBS participants are able to taks foll a&vantagc ozt‘
national service as 3 road to independence,

. Schoolao-Work. HHS would work to make participation raquire.ments for School-to-
Waork and for the JOBS program compatible, in order to give JOBS participants the
gpportunity 1o access this new initiative,

ne-Ston Shonping. The Department of Labor wosld consider zz;a&izzg some JOBS
off ce.s sxtes fcr the one-stop shopping demonstration.

The plan would also include pursuing ways to ensure that JOBS participants make full use of such
existing programs as Pell grants, income-contingent student loans and Job Corps. In particular, HHS
would work with the Department of Labor to improve coordination between State JOBS and Job
Training Partnership Act (JTPA) programs. We would also encourage the development of training
programs 1o prepare peaple 10 take advantage of the many jobs that would be availsble in the
expanded child care system,

19



CONFIDENTIAL DRAFT-For Discussion Only

The plan would make it easier for States 10 integrate other employment and training programs {e.g.,
the Food Stamp Employment and Training Program) with the JOBS program and 10 implement "one-
stop shopping” education and training models, Specifically, we would create, perhaps under the aegis
of the Community Enterprise Board, & training and education waiver board, consisting of the
Secretaries of Labor, HHS, Education and other interested Departments, with the authority to waive
key sligibility rules and proeeéam for demonstrations of 2 more wetdmazaé sducation and training
system,

MAKING WELFARE TRANSITIONAL

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

Placing a time limit on cash assistance is part of the overall effort 10 shift the focas of the welfare
zystem from issuing checks (© promoting work and self-suffi czem)f The time limit gives both
recipient and case manager 3 structure that necessitates continuous movement toward fulfilling the
objectives of the mpioyabziay plan and, ultimately, finding a job.

Two-Year Limit A recipient who is abls to work would be fimited to 2 cumulative total of two
years of transitional assistance. Those unable 1o find private sector employment after two years of
transitional assistance would be required to participate in the WORK program {described below) for
further government support, Job search would be required for those in their final 45-90 days of
transitional assistance. '

“Any period during which 2 State failed to substantially provide the services spetified in a partzmpant s
smployability plan would not be counted against the time limit.

At State option, months in which a recipient worked an average of 20 hours or raore per week or
reported over $40C in earnings would aiso not be counted against the time limit,

Extensions.  States would have flexibility to provide exiensions in the following circumstances, up ©
a fixed percentage of the caseload:

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

. For pesmmndary wiucation, provided pazzmpsmzs were working at least pam:zme
(e, in 3 worlk/study program.

. For those who are seciously i, disabled, taking care of & seriously 1l or diswbled
child or relative, or otherwise demonstrably unable to work.
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Credits for Additional Assistance. Under the plan, the time Jimit would be rencwable; persons who
nad Jeft weifare for work wou!d sarmn months of ei:glhai:ty for future assistance for months spent
working and not on assistance.

'WORK

The redesignad welfare system would be designed to maximize the number of recipients who leave
weifare for employment before reaching the time limit for transitional assistance. There will,
however, be people who reach the time limit without having found a job, and we are cammzmé o
p:{zv;dmg these people with the opportunity 10 work 10 support their families. .

Each State would be required to operate 3 WORK program which would make paid work assignments
{hereafter WORK assignments or WORK positions) available to recipients who had reached the time
limit for cash assistance,

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

Administrative Structure of the WORK Program

Eligibility. Recipients who reach the time limit for transitional assistance would be permitted to
enrofl in the WORK program. However, an individual who refuses an offer of full- or part-time
smployment outside the WORK program without good cause would oot be eligible for the WORK

* pragram for six months, and any cash benefits would be calculated as if the job had been taken, The
sanction wonid end upon acceptance of a job outside the WORK program.

Funding. Federal matching funds for the WORK program would be allocated by 2 method similar to
the JOBS funding mechanism. A State’s aliocation could be increased if its unemployment rate rose
above a specified Jevel,

Flexibility. States would have considerable flexibitity in operating the WORK progeam. For
example, they would be permitted to:

. Subsidize not-for-profit or private sector jobs (for ezamp]é? through expanded use of
on-the-iob training vouchers}).
. Gi{;f& e:z;pieyazi other financial incentives 1o hire JOBS graduates.
1 Provide positioas in public sector agencies,
. Encourage micmenterpriseband other economic development activities.
21
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. Execute performance-based contracts with private firms such as America Works or
not-for-profit organizations to place JOBS graduates.

» Set up community service projects employing welfare recipients as, for example,
health aides in clinics located in underserved comununaities.

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

Waiting List. Recipients on the waiting list for 2 WORK position would be expected to find
volunieer work in the community at, for example, a child care center or community development
corporation, for at Yeast 20 hours per week in order to receive benefits {distinct from wages). States
might be reguired to absorb a greater share of the cost of cash assistance 10 persons on the waiting
list, '

Administration. States and localities would be required t0 invalve the private sector, community -
organizations and organized labor in the WORK program. For example, joint public/private
governing boards or local Private Industry Councils might be given roles oversesing WORK
programs, .

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

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

lob Search. Persons in the WORK program would be required w engage in job search.

An important question remains as to ia“ze:};er States should be allowed 10 place limits on the toral
length of time persons would be permitied to remain in the WORK program,

One aption would be to allow Siates 10 reduce cash benefits, by up 1o a certaln percentage, to persons
who had been in the WORK program for a set period of time and were on the walting Hst for o new
WORK position. Stares would only be perminted 1o reduce cash assistance to the extent that the
combined value of cash and in-kind benefits did not foll below a minimum level (a fixed percentage of
the poverty line).

i
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Characteristics of the WORK Assignments
Wage. Participants would be paid the minimum wage (or higher at State option).

Houts. Each WORK assignment would be for a minimum of 15 hours per week {65 hours per
month) and no more than 35 hours per week (150 hours per month). The nomber of hours for each
pasition would be determined by the State.

Mot Workineg. Wages would be paid for hours worked. Not working the set sumber of hours for the
pasition would resuit in 3 corvesponding reduction in wages.

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

Trestment of Wages, Wages from WORK positions would be treated as earned income with respect
to Worker's Compensation, FICA and public assistance programs. Earnings from public sector
WORK positions would not count as 2arned income for the purpose of the Earned Income Tax Cradit
{EITC), in order to encourage movement into jobs outside the WORK program.

WORK positions in the private and not-for-profit sectors would be required to meet the minimum
standards described above with respect 1o hours and wages, but States would otherwise be granted
considerable flexibility concerning the form of these WORK assignments.

Under the WORK program as described cbove, panticipants would work for wages. Described below
is a different type of WORK program, under which persons who hed reached the two-year time limit
for cash assistance would work for benefiss.

Option: Permit 2 State 1o enroll all or g limited number of the recipients who had reached the pvo-
year time Hmir in congnunity work experience program ([CWEP) positions, as opposed 1o paid WORK
assigrments, These CWEP positions would take the following form:
Benefits. Participants would be required to work in order to continue 1o recelve cash
assistance. The check received by the participant would be rreared as benefits rather than
earnings for any and all purposes.

Hours. The required howrs of work for participants would be calculated by dividing the
anourn of cash assistance by the minimon woge, up $o ¢ meximum of 35 hours o week.

Child Support. At Siaxe optioa, the amount of the child support order could be deducted from
the cash benefit for the purpose of calculating howrs. A delinguent non-custodial paren: could
be reguired to work off the child support arrearage in ¢ UWEP position,

Sanctions. Failure v work the required mwonber of hours would be accompanied by sanctions
similar ro those for non-participation in the JOBS progrom--a reduction in cash assistance.

&
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Econemic Development

Emphasizing movement into private sector employment requires that serious attention be paid 1o
investment and.econgmic development in distressed comimunities 1o expand job opportunities and
stimulate economic growth. Increasing capital investment could expand the sustainable private
employment opportunities for graduates of the JOBS program. Strategies o promote savings and
accumulation of assets are also key 1o belping recipients escape poventy through work.

Community Development. Initiatives that are under consideration © ensure that JOBS graduates are
able to take full advantage of the Administration's commuaily development initiatives include:

'a"

Providing enhanced funding through the Community Development Bank and Finangial

Institutions proposal to suppon the development of projects that create work and self
empiaymnt for JOBS graézzam

Inereasing the number of micre&mgtpnszzs by aZIa-cattng additional funds 1o the Small
Business Administrarions Microloan and other programs for set-asides for JOBS
participants,

Enhancing HHS job development programs which provide grants to community-based
econoniic development projects to provide work for 10BS graduates,

Ensuring that JOBS gradnates are able to take advantage of the opportunitits which
would be created through the Administration’s commitment to enterprise communities
and Empowerment Zones.,

. We would also propuse the followmg steps 10 encourage people

rece:vmg transitional assistance to save money and accumulate assets, in order t0 help them escape
poverty permanently:

Raising both the asset limit for eligibility for cash assistance and the limi on the valoe
of an aytomobile. Consideration would be given to exempting, up to a certain
amount, savings put aside s;wctf' ically for education, purchasing a home or starting a
husiness.

Supporting demonstrations of the concept of Individual Development Accounts,
through which participants would receive subsidies to encourage savings for
education, training, purchasing a bome or car or starting a business. The IDA
demonstration would he linked to participation in the WORK program or taking jobs
ouside the work program.
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ENFORCE CHILD SUPPORT

A. CHILD SUPPORT ENFORCEMENT
I. A Universal and Simplified Paternity Establishment Process
2. Appropriate Payment Levels
.3, Collection and Enforcement
4. Providing Some Minimum Level of Child Support
B. ENHANCING RESPONSIBILITY AND QPPORTUNITY FOR NONCUSTODIAL
PARENTS

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

In spite of the concented effors of Federal, Sza'ze and local governments to establish and enforce child
support orders, the current System falls o ensure that children receive adequate support from both
pasents. Recent az;azyses suggest that the 9@{&8{1&3 for child support collections exceads $47 billion.
Yet only $20 billion in awards are currently in place, and only $13 billion is acrually paid. Thus, we
have a potential collection gap of over $34 billion a year,

The problem is threefold: First, for many children a child support order is never established.
Roughly 37 percent of the potentia collection gap of $34 billion can be traced to cases where no
award is in place. This is largely due ti the failure to establish patemity for children bom out of
wedlock, Secord, fully 42 percent of the potential gap can be traced 10 swards that were either set
low initially or never adjusted as incomes changed. Third, of awards that are established,
government fails to cotlect any child support in the majority of cases, sccounting for the remaining
21 percent of the potential collection gap.

STRATEGY .~ There are two key elements within this section. The first major element involves -
numercus changes to improve the existing child support enforcement system. For children to obtain
more support from theis noncustodial parents, paternity establishment must be made more universal
and should be campleted as soon a8 possible following the birth of the child, A National Guidelines
Commission will be formed to address variability among State levels of awards, and awards will be
updated periodically through an administrative process. States must also develop central registries for
collections and disbursements which can be coordinated with other States; enhanced tools will be
available for Federal and State enforcement. A major question remains regardmg the possibility of
providing some minimum level of ¢hild support, The second major element is demanding
responsibility ard enhancing opportunity for noncustedial parents. They should be required w pay
child support and {n soms cases, should be offerad increased economic opportunities to help thera do
86,
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CHILD SUPPORT ENFORCEMENT
‘Components of the improved child support enforvement systers are:

A Undversal and Simplified Paternity Establishment Process

* Reguire Statés to immediately seek paternity establishment for as many children born out of
: wediock as possible, regardiess of the welfare or income status of the mother or father.
. Establish performance standards with incentive payments and penalties. State performance

would Be based on i} cases where children are born to an unmarried mother.

i Conduct outreach efforts at the State and Federal levels t0 promote the importance of
paternity establishment both as 2 parental responsibility and a right of the child.
Provide expanded and simplifisd voluntary acknowledgment procedures,
Streamline the process for contested cases.
Impose clearer, stricter coopgration requirements on mothers to provide both the name of the
putative father and verifiable information so that the father ¢an be focated and served the
papers necessary to commence the paternity action. Good cause exceptions would be granted.

The major options in this area relate to the role that government progeams shoutd play in encouraging
of requiring mothers and fathers 1¢ ooperaie and in encouraging States to establish paternity:

Ontion: Provide a bo}szzs of $50 per monsh in additional AFDC payments to mothers if paternity for
the child has been estoblished tinstead of the 330 passthrough under current faw),

QOption: Deny certain goverament benefits 10 persons who have not met cooperation requirements.
Good cause exceptions would be graned,

Option: Reduce Federal match on benefies paid to States which fail to establish paternity in ¢
reasonable period of time in cases where the mother has cooperated fully,

Appropriate Payment Levels

* Establish a National Guidelines Commission to explore the variation in State guidelines and to
determine the feasibility of 2 uniform set of national guidelines to remove inconsistencies
scross States. | ‘

. Establish universal and perfodic updating of awards for all cases through administrative proce-

dures. Either parent would have the option to ask for an updated award when there is a
significant change in circumstance.
’ Revise payment and distribution rules designed to strengthen families,

Collection and Enforcement :

s Create a central registry and clearinghouse in all States. Al States would maintain a central
registry and centralized collection and disbursement capability, States would monitor support
payments to easure that child suppott is being paid and would be able to impose certain
snforcement remedies at the State Jevel administratively, A higher Federal match rate would
be provided to implement new technologies.

. Create a Federal ¢hild suppon enforcement clearinghouse, This clearinghouse would provide

' for enhanced location and enforcement coordination, particalarly in interstate cases, There

26



CONFIDENTIAL DRAFT--For Discussion Only

would be frequent and routine matches to various Federal and State databases including IRS,
Social Security and Unemployment Insurance. The IRS role in full collections, tax refund
offset, and providing access to TRS income and asset information would be expanded.

- Regquirz routine reporting of all new hires via national W-4 reporting, Naw hires with vapaid
orders would result in immediate wage withholding by the State.

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

. Increase tools for Federal and State enforcement, including more routine wage withholding,
suspension of driver”s and professional licenses and attachment of financial institution
accounts,

. Enhance administrative power 10 take many enforcement actions.

- Simplify procedures for interstate collection.

g Create 2 new funding formuls and place an emphasis on perfomance»hased

, incentives.
. Reinvest State incentive payments in the child support program.

Providing Seme Minimum Level of Child Support

Even with the provisions above, enforcement of child support is likely t0 be uneven for some timc o
come. Some States will be more effective at collecting than others. Moreover, there will be many
cases where the noncustodial parent cannot be expected 10 ootribute much because of low pay or
unemployment. An important question is whether ¢hildren in dagle-parent families should be
provided some minimum level of child support even when the Stae fails 1o collect . The problem is
especially acute for custodial parents who are not on AFDC and are trying to make ends meet with a
combination of work and child support: The President has not endorsed Child Support Assutance,
and there is considerable division within the Working Group ahout #ts merits,

Options under consideration include the following:

Option 1. Advance paymens to custodial parents not on welfare of up to 330 (or 3100) per child per
month in child suppor: owed by the noncustodial parert, even when the money has not yet been
collected.
Advance payments could not cxcaed the amount actually owed by the noncustodial parent.
States would have the option of creating work programs so that noncustodial parents could
work off the support due if they had ne income. .

Option 2: A system of Child Support Assurance which insures minimun payments Jor all z:m:adiaf
parents with awards in place.
Minimam payments might exceed the actual award, with government paying the difference
between coflections and the minimum assured benefit, States might experiment with tying
guaranteed payments to work or participation in a training program by the noncusixiial
parent. For those on AFDC, Child Support Assurance benefits would be deducted entirely or
in part from AFDC payments.

The national system would be phased in slowly with State participation conditioned on
_ progress and improvements in their child support eaforcement system.  Cost projections
would also have 1o be met before additional States could be added.

Option 3: State demonstrations only, of one or both of the above opiions.
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ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NONCUSTODIAL PARENTS

Under the present system, the needs and concerns of noncustodial parents are often ignored. The
system needs to focus more attention on this population and send the message that "fathers matter”.

. We ought to encourage noncustodial parents to remain involved in their children’s lives--not drive
them further away. The child support system, while getting tougher on those that can pay but refuse
to do so, should also be fair to those noncustodial parents who show responsibility toward their
children. Some elements described above will help. Better enforcement of payments will avoid
build-up of arrearages. A simple administrative process will allow for downward modifications of
awards when a job is involuntarily lost, Other strategies would also be pursued.

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

support.

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

. Provide block grarits to States for access- and visitation-related programs, including mediation

(both voluntary and mandatory), ‘counseling, education, and enforcement.
. Reserve a portion of JOBS program funding for education and training programs for

noncustodial parents,
. Make the Targeted Jobs Tax Credit (TJTC) available to fathers with children receiving food

stamps.
. Experiment with a variety of programs in which men who participate in employment or
training activities do not build up arrearages while they participate.
. Conduct significant experimentation with mandatory work programs for noncustodlal parents

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

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

NEED - The current welfare system is enormously complex. There are multiple programs with

. differing and often inconsistent mles. The complexity confuses the mission, frustrates people seeking
aid, confuses caseworkers, increases administrative costs and leads to program ervors and inefficien-
¢ies, Ip addition, the web of Faderal-State-local relations in the administrative system largely focuses
on rules rather than resulis, If ever there were a government program that is deeply resented by its
customers, it is the existing welfare system.

STRATEGY - The leszons of reinventing government apply clearly here. The goal should ba to
rationalize, consolidate and simplify the existing social welfars system. Creating a simplified system
will be a major chalienge. Clearer Federal goals which allow greater State and local flexibility in
pranaging programs are also critical.  Finally, a ¢entral Federal role in information systems and
intersiate coordination woukd prevent waste, fraud and sbuse and would also improve service delivery
at the State and jocal fevels.

SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The simplification of assistance programs at all levels of government has been the "holy grail”™ of
welfare reform-—always sought, never realized. The reasons are many: disparate goals of different
programss, varisd constituencies, departmental differences, divergent Congressional committee
jurisdictions and the inevitable creation of winoers and losers from changing the status quo,. Yeat
gveryone agrees that recipients, administrators and wxpayers are ali fosers due 1o the current
complexity.

There are two basic options for reform:

Option 1; Simplify and coordinate rides in existing programs,

Considerable improvements could be achieved by modifying existing rules in current

programs Such changes could include the folfowing:

Reduce Federal program rules, reporting and budgeting requirements to 2 minimum.

. Simplify and eonfmm income and asset rules in the AFDC and Food Stamp

- programs,

4 Adopt regulstory and legisiative recommendations (a8 developed by the American
Public Welfare Asscciation), to streamiine application, redetermination and repo:tmg
processes,

. Base eligibility for ;zmgrams such 25 child care for working families, on simplified
Food Stamp rules or AFDC-like rules.

. Freeze subsidized rents for & fixed period of time after the recipient takes a job in.
order 10 enhance the benafits from employment.
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. Eliminate the special rules pertaining to two-parent families, such as the 100-bour rule
" and the quarters-of-work rule, as discussed in the Make Wark Pay section of this
paper. g
* - Simplify and standardize earnings disregards.

4 States would be required to nse a standard procedure to defermine need standards but
would be atiowed to decide what fraction of need would be met in their State.

Optian 2: Develop o simplified and consolidated eligibility process for the new transitional assistance
program, Strive to bring other aid programs into conformity.
In addition 1 the provisions desceibied under option 1, this option would solve the problem
that AFDC and food stamps currently have different filing units for purposes of establishing
sligibility, AFDC is designed 1o support children "deprived of parental support,” s0 it is
focused on single parents, it excludes other adult members in the household, it treats multiple-
generation households as different units, and it excludes disabled persons receiving SSI from
the unit. The Food Stamp program, by contrast, defines a filing unit as all people in the
- bousehoid who si’xaw ocoking factlities.

“This option standardizes the definition of the fling unit under AFDC and food stamps, States
would continue o set besefit levels for cash assistance,

i

PREVENTING WASTE, FRAUD AND ABUSE

Multiple and uncoordinasted programs and complex reguiations invite waste, fraudulent behavior and
simple grror. Too often, individuals ¢can present different information 1o various government agencies
to claim benefits fraudulently with virtually no chance of detection.

The new program of transitional assistance, in and of itself, will go a long way toward preventing
waste and frand. During the periad of transitional cash benefits, there will be enhanced tracking of 2
client's teaining astivities and work opportunities, a5 well as the efectronic exchange of tax, benefit
and child suppont information, Also, the newly expanded EITC fargely eliminates current incentives
to "work off the books” sod disincestives 1o report all employment., With the EITC, it is now.
advantageous to report every single dolar of carnings.

New technology and automation offer the chance to implement transitional programs which ensure
guality service, fiscal accountability and program integrity. For example, EBT technology offers the
opportunity to provide food stamps, EITC, cash and other benefits through a single card, Program
imegrity activities need 10 focus on ensuring overall payment accuracy, and detection and preveation
of recipient, worker and vendor fraud. Such measures include the foltowing:

. Coordinate more completely the collection and sharing of data among pmgrm; especially
wage, tax, child support and benefit information,
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. Re-assess the Federal/State parinership in developing centralized data bases and information
systems that improve interstate coordination, eliminate duplicate benefits and permit tracking,
Al 2 miininoum, information must be shared across States o prevent the circumvention of time
limits by recipients relocating to 3 different State.

L Fully utilize current and emerging technologies o offer better services at less cost, targeted
more efficizatly on those eligible. .

PERFORMANCE STANDARDS AND STATE FLEXIBILITY

A reformed welfare system requires clear objectives to aid policy development and performance
measures 1o gauge whether policy intent is achieved. Performance measures in a transitional program
of benefits should reflect the achievement of all program objectives and refate to the primary goal of
helping families ©© become self-sufficient. Standards should be established for a broad range of
program activities against which front-line workers, managers and policymakers ¢an assess the
efficiency and effectiveness of the program. To the extent possible, resulis—~rather than inguts and
processes—-should be measured,” States and localities must have the flexibility and resources to
achieve the programmalic goals that have been set.

* The Federal Government should trarsition from a role which ig largely prescriptive to one
which eatablishes customer-driven performance standards in collaboration with States, local
agencies, advocacy groups and clients, The exact methods for accomplishing program goals
are difficult to preseribe from Washington, given the variation ia local circumstances,
capacities and philosophies, Therefors, substantial flexibility will be left for localities to
decide how 10 meet these goals, facilitated by enhanced inter-agency waiver authority at the
Federal Jevel.

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

standards by evaluating program innovations, identifying what is working and assisting ia the
transfer of effective strategies.
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THE WHITE HOUSE

WASHINGTON

December 13, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: BRUCE REED ’
SUBJECT: - Welfare Reform and Senator Moynihan

W

In case the subject of welfare reform comes up at tonight's event with Sen. Moynihan,
you should know that David Ellwood and [ had & good meeting with him on Thursday. We
gave him a copy of our dmft discussion paper, and told him that you had gone out of your

way to make sure that he was the firsst member of Congress to see it. He said he would read

the document over the wezkend and get back 1o us this week.

He scemed generally happy with the course we're on.  As you might expect, he was
especially pleased that'we recommend building on the Family Support Act, and that we're
serious about requiring work, He also liked the emphasis on prevention and out-of-wediock
births. We spert two minutes talking about financing and two hours talking about
illegitimacy. Our recommendation to require teen mothers to live at home in order to. receive
AFDC is an idea Moynihan proposed years ago.

Moynihan attached a sense~of—-the~Senate resolution to the <rime bill calling on
Shalala to report back on the growth of out—of-wedlock births. HHS has already said
would be delighted to do so, whether that provigion stays in the erime biil or not.

You may recall that Moynihan also sent you a letter recently with the observation that
out-of-wedlock births appear to be rising in a straight line, with little variation from year to
year. That means the rat¢ is rising independent of variations in the economy, local
uncrmployment rates, the supply of marriageable men, and so on. He has been fighting with
William Julius Wilson for years on this point. Moynihan argues strongly that we don't know
what is causing illegitimacy to rise, and you should not suggest that ¢xpanding employment
will somehow reduce it ' :
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Main Questions —— how should we resolve a handful of tough philosophical and political -
issues that aren't central to the success of the plan but will be very important in how the plan

is viewed and debated?
* What does it mean to end welfare as a way of life, and does this plari meet that test?

* If we provide work for people at the end of 2 years, can they stay in that WORK
program forever? -

(L3

* Should we be encouraging pcople to work part—time and stay on welfare, or should
we set out to get people working and off welfare altogether?

* Should we allow states to experiment with so-callcd fam:ly caps, limiting additional
benefits for additional children? etc.



January 19, 1994

. MEMORANDUM FOR THE PRESIDENT

FROM: Mary Jo Bane
o . David Eliwood
Bruce Reed
Kathi Way
THROUGH: Carol Rasco
SUBIECT: - Timing of Welfare Reform

L BACKGROUND

Although the Administration bas publicly affirmed its intention to pursue both health
reform and welfare reform legislation in 1994, the timing and nature of welfare reform has
come under intense scrutiny.  This memorandum outlines sume options for your consideration
as you prepare for the State of the Union.

In fight (}f Senator Moynihan's recent comments, we see no way o put off
introduction of welfare reform without jeopardizing health reform. He has made clear that he
won't take up our heslth care bill until he sces our welfare reform bill,  Senator Mitchell's
office has also.expressed concemn that until we have sent up our welfare reform plan or
comunitted to a date certain, the Republicans can embarrass us on the Senate floor by offering
welfare amemdments to any bill they please. On the House side, Rep. Harold Ford wrote an
op—ed for the Memphis Com&claluAppmi this past week cndorsmg time limits and urging -
you to move quickly on welfare reform.

.  OFTIONS

In order to avoid losing the issue, we see two options on how to proceed. Qur first .
and preferredd option is to move full speed ahead and anpounce that we will introduce
comprehensive welfare reform legislation In March. That will also give you plenty of time to
delve into the details of what the welfare seform legislation should include, and how best to
- pay for it. It will reassure Moynihan and other moderates that welfare reform is coming, and
shift the press focus over the next two months back to health care. And it will give us a
fighting chance 10 pass welfare reform this year.
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The risks of this sirategy are that lcaks during the decision-making process on welfare
will detract from our public focus on health care, or that our alties on health care will be put
off by what we propose on welfare, But we will have to run these risks anyway if we are
‘going to introduce welfare reform legislation in 1994, and it may be better to face them now
rather than down the road whcn we're scramblmg to build majoritics on the floor for health
care,

A sceond option would be to introduce part of the plan right away and part later this
spring, when health care is farther along. The first piece could focus on personal
responsibility —- primarily measures on teen pregnancy, paternity, and child support
enforcement. The second piece could focus on work ~~ expansion of the JOBS program, the

two~year time fimit, wotk programs, and child care. (A detailed description of what thm
two picces rmght lock like is attached.)

This part-now, part- ~later approach was initially envisioned as a means to hold onto
the welfare issue while protecting health care. In light of Moynihan's recent comments, it
seems uniikely to accomplish either objective. Moynihan told the New York Post that if we
were serious about welfare reform, we would show how we're going to pay for it. We doubt
that this two-step option would reassure him, and we fear that he and others might use it as
an excuse o blast the Administration again for not being serious about the issuc.

Whichever course you chouse, we believe that you should send a strong, clear signal
in the State of the Union, which you can reinforce a week later in your remarks 1o the NGA,
Without a clear timeline and strategy, we will have the worst of all worlds —~ reporters will
continue to focus on process instead of policy, Republicans will continue to use welfare as an
excuse not 1o deal with health care, and Demacrats wiil continue to tug at vs from the left
and the right and take advantage of any apparent indecision o cirag both the health care and
welfare debates in their direction.



POSSIBLE ELEMENTS OF A TWO-PART WELFARE REFORM PLAN

Here is what the components of 3 two-part welfare reform plan might look fike. In
theory, these measures could be introduced separately and taken up together. Obviously, the
entire list below could instead be introduced as a single Work and Responsibility Act carly
this spring.

I. Personal Responsibility Act {could be introduced in February)

1. Prevention

—— Announce a national canipaign to reduce teen pregnancy and out-of-wedlock births
- Require unwed teen mothers (o live with their parents

- Allow LEAP-style programs 1o reward and sanction individual behavior

~— Make cooperation in paternity sstablishment 25 3 condition for means—tested benefits
- Allow states the option to limit additional benefits for additional children

-~ Expand family planning and welfare mother mentoring demos

-~ Encourage use of a social contract laying out expectations for all applicants

-~ [nchide any other ideas to reduce out—of-wedlock births

2. Child Support Enforcement : :

~= A range of improvements in enforcement, including state. registries

~~ A national registry 10 cross-check delinquent parents

—-- Work programs to xcquzrc: delinquent patents to pay up or work off their child support
obligations

- Mandatory revecation of drivers licenses for delinquent parents

- Small~scale demonstration of child support insurance

il W(}rk Mot Wcifarc Act (introduced in April/May)

1. Makc Work Pay
—— Expanded child care
- Advance payment of EITC

2. Work

—— Expansion of JOBS program

-~ Increased emphasis on job scarch and placement
—= Two-year time limit followed by work

~~ Beonomic development and asset changes

3. Reinventing Government®

—-- Measures to identify and reduce fraud _

~- Streamlining of requirements and burcaucracy

- Simplification and increased state flexibility

~~ Technology to track compliance with two~year limit
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' PARENTAL RESPONSIRILITY

This bill {or section of the bill) affirms the desirability of preventing wc%farc
dependence and of promoting responsible pacendng, It recoynizes out-of-vwdiock .
childbearing 35 & major contritutor to welfare receipt. It stempts 1o deter irresponsible and
early childbearing in part by em;:haslzmg the consequences of parenthood, making & strong
statemient that becoming a parent carries clear, firm and inescapable sbligarions for both
mothers and fathers to care for and support their child. It ensures that welfare receipt does
not relasse sither parent from the raspansibility 1o werk and 1o pay child suppert. It
recognizes the obligations of parents and other adults 1o supervise and support minors who

. have children of their own, ang of minar parents o live in a supervised situation, attend
school and prepare themselves for work,

T ensures that misor parents receive services under the JOBS program that promote
work and preparation for work. It also focuses ewention on availsbility family planning
services and education are available 1o teenaged and jow-income women, And it sseks to
ofter youth other opportunities and broad based community supporn, providing hope for a
better future by postponing childbesring. It recognizes the dearth of proven models for
effactively praventing tesn pragnancy and the other high risk behavion that see oftan
associated with it, snd provides for the demonstration and evsluation of a variety of

“approaches. :

Responsitélities of fathers
The firgt step is to send a claar messape sham pawntal responsibility by enforeing
child support. Child support eaforcement measuras would include:

- 0 8 universal and simplified paternity extsblishment process in the hospital

o swict requirements on mothers seaking public assistancs to cooperate with the local
child support sgency in establishing paternity.

o measures to bath make it sasier for individuals to voluntanly acimowledge patemity
and o streamiine the process for resolving contested cases.

o panodu: apdating of child suppon orders w ensure that zach award ref’iccfs the curreat
income and circumnstances of the noncustodial parent,

o requirements on States, with the help of Federal funds, to employ technology to
enhance existing child support record-keeping snd collection systems.

o & natianal clearinghouse of child support cases and registy of new hires

o expansion of the use of wage withbolding, grestar use of the tax system, grosser
penalties for non-payment, and other measures, ‘

o strategies to help noncustodial parents improve their eamings capacity and remain
involved in their children's lives.
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Responsitiliies of mothens

The work not weifare bill (or section of the bill) focuses on the responsibilities of
custodial parents (usnally mothers) 1 work and prepate for work as a condition of receiving
benefits. Single parents seeking government assistance will now be expected to prepare for
work and to go to work in support of thetr children. In addition, minor minors deserve
special considerntion. This seetion focuses on that group.

o requirements that minor mothers live at homs; encouragement to states to provide
other adult-supervised living situation if living at home is not possible,

o requirements for minor mothers to stay in high school and/or participate in the JOBS

- program. ,. :

o requirements that stwtes provide case management services 1o minor mothers, including
.counseling sbowt the prevention of repeat pregnancies end access to family planning
services. Encouragement for states to allow "mentor mothering” of minor parents as a
communty service assignment onder the WORK program.

o state aption to vse financial imcentives snd simplsr JOBS sanctioning procedures in
conjunction with case management 0 encourage minor mothers to attend and complate
high school. ‘

Encouragements for responsible famdly ploning
Responsible parenting requires sccess to information and services designed to

discourage early sexual behavior and % prevent pregnancy.

hard hitting campaign on the ¢onsogquences of teen pregnancy and childbaaring,

g focus on school-to-work opportunities a5 altematives 10 early parenting
increased funding for family planning services through Title X, :

possible State option for not increasing welfare benefit levels when a child is
conceived while the mother is receiving welfare, conditional on family planning
having bean made avaitable, and on some mechanism for beipg able 1© eam back the
amount of the benefit not received ‘

a0 O o

Demonstrations of varisus approaches o prevent teen pregnancy and other high risk behavior o

among youth. ‘ _ \ ‘
We need o0 explore u wide range of strategies designed to prevent adverse bshavior.

To find effestive strategies we need comprehensive demonstrations that are carefully
evaluzted We need 10 link efforts such as enterprise zones, school-to-work initiatives, and
many others 1 find solutions. - ,

o demonsustions of schools as full service centers (including health services) for youth.

o demonstrations focused on providing hape to young people through educational and
work opportunities. . : -

o comraunty based demonstrations of comprehensive szrvices to high risk youth,
potentislly linked 1o emnpowsrment zones and enterpriss communitids,

6 Swmts initistcd domonswrotions of other toen prognancy provention projocts.

2
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. WORK AND RESPONSIBILITY ACT

This bill or section of the hill deals with supporting working families and replz:mg the
current welfarc systom--with its focus on detailed and often counterproductive eligibility rules,
paper intensive venification, sad check writing--with & system designed to move psople from
welfare o work. It is designed to make the vision of die Family Support Act a reality, It has
three cnitical slements: making work pay, training, timelimited sssistance, and work; and
reinventing govemment assistance. :

Msling Work Pay
“The essential staning point for welfare reform is makmg work pay. 'Ihe expanded
ETTC was an important beginning.  Health reform is an essential second step. We cannot

expect people o leave welfare far work if they loge health security by doing so. The next
steps include: -

o Mechanisms to distribute the ETTC on an advance basis.
o Expanded child care for both public assistance recipients and the working poor.
¢ Coordinated ruies across all child care progrems.

Trining, Time-limited Assistance, snd Work .
To change the very culture of the welfare bursaucracy, and to make our support
system help people help themsslves, major changes will ba nesded, including:

o Expansion of the JOBS program to serve essentially the antire caselnad  Fypect
parficipation essentially immediately. JOBS not cash eligibility would become the
core of the system.

o Increased access to mainstream education and wraining pmgrams including school-to-
work, JTPA, displaced worker initiatives,

o A two-year time limit followed by work. Community based. private sector oriented

wurk program

Rc:in\rcnﬁng Gov:mml:ut Axsistmu

To genuinely change the culture of welfars offices, the system will need 1w be
strearnlingd and simplified. Technalagy needs to be used o m& ceses snd reduce waste and
fraud.

o Simplified and coordinsted eligibifity rules in ATDC and food stamps.

o Increased state flaxability coupled with clesrer federal goals and performance measures .
focussed on training, work and placements rather than paper verifications of eixgzbzlzty
wrocedures.

o Clearinghouse to track welfare use, enforce time-limit, reduce frsud.

o Coordinated tax and wansfer systems to build consistency nnd reduce frand

3
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February 6, 1994

MEMORANDUM FOR MACK MCLARTY

FROM: BRUCE REED
THROUGH: CAROL RASCO

SUBJECT: William Bennett Arnticle on Ending Welfare for Out~of-Wedlock Births

In the campaign, Bill-Clinton called for ending welfare as we know it by requiring all
recipients who can work to go to work within two years. This proposal was designed o
restore the basic social contract in which people who get help from the government give
something back in return, and also to end welfare as a way of life, which should help
discourage people from going on welfare in the first place.

Lintil recently, conservatives like Bill Bennett and Charles Murray have been strong
supporters of the kind of work requirements that the President proposed. Now that they are
in danger of losing the welfare issue, however, some Republicans are calling for even more
dramatic changes in the welfare system. Murray has attracted considerable press attention
and some Republican support by proposing that we abolish welfare altogether for single
mothers who give birth to children out of wedlock. Some conservatives, including Bennett,
see this approach as a way to hold onto the welfare issue by going further than they think
Clinton can go.

Here are three points ta keep in mind about the Murray proposal:

1. Murray is right about one thing: we'll never end welfare unless we reduce the
number of out-of-wedlock births. The number of unwed births in this country has
doubled in the last 15 years. More than one in four births today is out-of-wedlock. Many
experts aitribate the recent increase in welfare rolls (33% increase since 1989} to this out-of-
wedlock baby boom. When the President was asked about Murray's propossal, he szaid he
agreed with Murray's analysis that increasing illegitimacy is at the core of the welfare crisis.

2. Murray's proposal isa't the only way to keep people off welfare in the first
place. The President said, "There is no question that [Murray's proposal] would work, The
question is ... is it morally right?” As part of welfare reform, we are considering 2 number of
other measures to encourage parentat responsibility and discourage out-of-wedlock births: 1)
a national campaign t0 reduce teen pregnancy; 2) prohibiting teen mothers from leaving home
to collect welfare, and requiting them to live with their parents instead; 3) reducing benefits
for mothers who have additional children while on welfare; 4) requiring mothers to name the
father in order to receive public assistance, so that we can track down the father and make
him pay child support; and 5} requiring everyone who applies for welfare to sign a personal
responsibility contract that spells out their responsibilities and requires them to work as soon
as possible and within two years at the most,
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3. Murray's proposal completely ignores the role of unwed fathers, Cutting
unwed mothers off the welfare rolls does nothing to address the other problem at the core of
the welfare system, which is that too many fathers fail to take responsibility for supporting
their children. This is the Achilles heel in Murmray's argument: he actually argues that unwed
fathers shouldn’t be required to pay child support, because that way young women would
learn not 10 have babics outside marriage. The truth is just the opposite: if young fathers
knew they faced a lifetime of child support, they would think rwice before fathering a child
before they're ready. According to the Urban Institute, there is a $34 billion gap in this
country between the amount of child support that absent parents ought t¢ be paying and the
amount they actually pay. Child support iso't just a welfare problem; it's also a middie—class
problem. But if we had a truly effective child support enforcement system, and if men took
sesponsibility for their children, we wouldn't need a welfare sysiem. As pant of welfare
reform, we will propose a series of measures to crack down on delinquent parents: we'll
gamish their wages, suspend their licenses, track them acrogs state lines, and if necessary,
require them to work off what they owe.

In short, the best answer to Murray is that he doesn't go far enough: we need to end
welfare as a way of life, and lot all young people —— men and women — know that if they
have a child, they will have to take responsibility for that child, because the government won't
be there to raise it for them. '



February 17, 1994

MEMORANDUM FOR .‘i'%i?: PRESIDENT

" FROM: * BRUCE REED
THROUGH: CAROL RASCO
SUBJECT: |

I. The Bad News

In the wake of a series of damaging New York Times stories casting doubt on our
welfare reform plans, Carol and I met with David Gergen, Rahm-Emanuel, Susan Brophy and
others to devise a strategy to start defining the welfare issue on our terms, and to ward off

‘future leaks by getting our side of the story out first. We believe the recent drumbeat of

negative and misleading stories on this issue, which is apparently being fucled by opponents
of welfare reform within the Administration, will seriously undermine our credibility if we
don't get our spin out soon,

Jason DeParle.of the Times has already written a series of stories setting us up for-
failure: we can't end welfare unless we create 2.3 million jobs, we can't end welfare unless
we iax the poor, we can't end welfare unless we find enough money to end homelessuess as
well, etc. Each of these arguments is'a straw man, based on ideas we had no intention of
doing in the first place. But DeParle is laying the groundwork for the conclusion that, as he
wrote in the Jan 5th article that prompted Moynihan's initial outburst, the Administration is
planning a "sleight~of-hand strategy” on welfare, and isn't really serious about ending it

ZZ. The Good News

.- We're doing all we can to sniff out the leaks, but OMB and HHS are circulating cost
and financing estimates that will be hard to keep quict -~ especially since we need 1o share

* them with several Cabinet members in preparation for a meeting week sfter next. Rather than

wait for more bad leaks to come out next week, we would like to gt good story in another
paper this weekend on our terms.

Contrary to what you've been teading in the newspapers, we think we can put together
a serious welfare reform bill with offsz:tting savings that should satisfy Moynihan, the
governors, and others who care about this issue, and give you a real chance to end welfare,
As you've always said, the key to-this whole thing ~- and the story we would like to get out
-~ Is phasc~in. All the major questions — where 10 find the money, how to get the states
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on board, and most important, how tc make the program work —- tum on this issue.

If we phase time limits and the work program in too quickly, the states will revolt, the
left and labor will go nuts, Congress will get cold feet, and even if we got our way, we might
well create another CETA. We don't have the money for such a rapid phase-in, and neither
do the states. On the other hand, if we phase it in too slowly, and spread a little money over
a large portion of the welfare population, our reforms will fail and we won't learn anything.
States will tiptoe ahead as they have done with the Family Support Act, and most of the
caseload won't notice the difference.

In light of these considerations, HHS and OMB are working on a cost and financing
document that is based on a phase~in that is targeted to a manageable chunk of the welfare -
population —— applicants born after 1970. States could go faster if they wanted (most won't),
but we would require them to start covering everyone under 25 in 1995 and everyone under
" 30 by 2000.. This is still an ambitious phase-in ~~ 300,000 recipients would hit the time
limit and be required to work by the year 2000. It starts out higher but does not grow as
quickly as the Housc chubhcan bill, which could havc perhaps 500,000 in the work program
by 2000.

A bill based on this phase-in would cost $8-15 billion over five years, depending on
~ how much we spend on other things (like child care for the working poor) and . how much we
try to save from patemnity establishment and other personal rcsponsibility measures. The
House Republican bill costs $12 billion over 5 years —- with costs rising rapidly out51dc the
budget wmdow

We belicve Senator Moynihan will look favorably on this approach, which is based in
large part on a New Republic article written by his chief welfare atde, Paul- Offner, who
suggested starting with a work program for everyone under 20. It also gives us a compelling
" answer to Charles Murray, who wants to cut teen mothers off altogether; we would make |
them live at home with their parents, finish school, and then go to work. Al From and Will
Marshall, who are helping draft a bill for the Mainstream Forum, are also strong proponents
of a gradual phase—in of this sort. |

Obviously, you shouldn't make any decisions on the basis of this memo. We can start
talking next week about the major issues you will need to think about, as well as thc
budgctary and polmcal tradeoffs involved.

But since we will soon be circulating a budget document that assumes this phase-
in, we believe it is essential to get a good story right away (that we are considering a
phase—in that would target the next generation, give states flexibility and time to learn
as they go, and could actually be achieved because it doesn't break the bank).
Otherwise, Jason DeParle will write a nasty one next week (Administration Slashes
Welfare Reform Plans Under Pressure from Budget, Unions; No End to Welfare In
Sight). We would like your permission to float this approach with Ron Brownstein of
the Los Angeles Times, a reporter who wants welfare reform to succeed.
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May 30, 1994

MEMORANDUM FOR THE PRES{DENT
FROM: ' BRUCE REED

SUBJECT: The Politics of Welfare Reform

This memo includes an update on the political and legisiative landscape for welfare .
reform, and some thoughts on how © talk about our plan, as you requested. We are also
working with Rahm and others on a roflout schedule, and have attached a separate bricfing
from Stan on his most recent firdings,

L Political and Legislative Update o .

As we have discussed before, there is a broad and powerful consensus (with
exceptions on the extreme right and left} for the basic elements of our welfare reform plan.
Support for time timits, work programs, and tougher child support enforcement exceeds 80—
90%, with little variation across race, class, or party. Even on the issues that the Republicans
think work for them -— cutting off benefits for legal immigrants and unwed mothers ~-
people prefer our altematives by two~ and thx::g—zamm margins.

The current lull in the health cars debate gives you an opportunity to speak out on
these Issucs, at a time when Americans are united in belicving the country has a welfare crisis
and Republicans (for a change) are the ones divided over what to do about it. Recent
developments in both parties have left vou a good opening 10 dominate the debate,

A. The Republicans -

Republicans are now at war with one another aver whether to back the original House
Republican welfare reform bill or go further, and seck to cut off unwed mothess under 21
altogether. Gingrich and many other Republicans in the House want to stick with their
original bill, which has 162 of 175 House Republicans as co-sponsors and would enable them
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to share credit for whatever passes, since the biggest differences between our plan and theirs
are over how quickly to phase in and how much to cut benefits for mmigrants. Bennett and
Kemp sent out another William Kristol memo last month arguing the original House bill plays
into your hands, and that Republicans should insist instead on a punist, Charles Murray
approach that ¢nables them to hang onto the welfare issue. According to Fred Bames, Kemp
thought the new proposal was a bad idea, and only signed on after they promised o include
$73 billion in unpaid-{or tax cuts.

Once again, you have pur Republicans in an awkward position.  Either they push w
get something done, help you accomplish what they've spent their careers crying out for, and
risk losing a favorite wedge issue, or they change their tune, move to the right, and mn the
risk that they'll look like obstructionists and box themselves into a position with little popular
support. The Kemp~Bennett-Kristol about-face is not only the worst kind of political
posturing; it is also bad politics. A recent Los Angeles Times poll fouad overwhelming
suppart for our appreach over Mumay's: 70% favored requiring people on welfare to work,
versus 25% who favored cutting off benefits for young mothers.,

The Republican isfighting should help us in several ways. First, it marginalizes
conservatives like Bennett and Kemp {who have their own aspirations), and makes them look’
blatantly political. The same thing happened to chublicezzs on crime: you said "three
strikes,” zhcy saxd "two strikes”; you said "boot camps,” they said "stockades™ -~ and they
looked silly in the process. On this issue, they would rather play politics !han fix what
everyone agrees is a welfare system in crisis.

Second, it takes attention away from the divisions within cur own party and pushes
moderate Republicans closer to us. Rick Santorum, the lead House sponsor, now spends as
much time attacking opponents on the right as he used 1o spend attacking us, When the
House held an Oxford-style debate on welfare reform last month, 2ll the Republicans who
spoke distanced themselves from the Charles Murray approach.

Finaily, the Republican schism is yet another reason for Republican governors 1o
prefer our plan. Most governors view the Murray approach as a direct cost shift to states and
comumuaitics, who will still have to provide for young mothers in some way. In addition,
they are worried that the House Republican phase—~in would impose massive new costs on the |
states, and do nothing to sweeten their JOBS matching rate. Our plan phases in sensibly and
enables stateg fo recoup most or all of their new costs through tougher child support,
enforcement, caseload savings, and an Increased federal match. The House Republican
financing scheme also would shift the cost of providing immigrants with health care and other
services almost eatirely to the states. Pete Wilson has already complained that such
provisions would leave California, with 40% of the immigrant population, paying 40% of the
tab for welfare reform, cven though the state has only 20% of the welfare caseload. Our
deeming provision shifts the costs of supporting immigrants o the families who sponsor them
to come into.this country; it may actually save states a little money in AFDC and food
siamps.



None of this means that it will be easy to get Republican votes in the House, In the
end, they will have 1o confront the same choice they have faced on crime and NAFTA. We
ought (0 be able to pick up 60~100 Repaublican voles for welfare reform, but we will only do
so if Mack, David Gergen, Pat Griffin, and others reach out to Gingrich and company to let
them know we're genuinely interested in a bipantisan bill. That will become even more
-important if Congress doesi'’t finish welfare reform this year.

B. The Democrats

Several Democrats have put forward their own welfare reform bills, some congistent
- with our approach and othess not. The Mainstream Forum introduced legislation that borrows
heavily fom our plan. Their bill adopts the same phase—in (starting with those bom after
1971) ‘and similar provisions on time limits, work requitements, child support, etc. The most
significant difference between our bill and theirs is that they propose the same immigrant
financing scheme as the Republicans {although McCurdy has said he might be flexible on the
Medicaid part of it}.

Liberal Democrats have been relatively quiet. Tom Harkin intreduced a bill with
flexible time limits (6 months for some people; longer than 2 years for others). Eleanor
Holmes Norton wrote an outstanding Washington Post op~ed last month on the importance of
work as the unifying principle for welfare reform. Bob Matsai and Patsy Mink have cach
introduced bills which expand the JOBS program but do not include time limits or serious
work requiréments,

We have met several times with Moynihan, who scems happy with our general
direction but has not tipped his hand on many specific details. In the House, Harold Ford is
cager t0 make his mark with this issue, although from time to time he suggests giving
everyone on welfare jobs that pay 39 an hour. If Ways and Means is slow to take up welfare
reform, maoderate Democrats could join Republicans in a dzschargf;: petition, but so far we've
persuaded them to keep their paw:icr dry.

There is a ehancc ‘Ways and Means could take up welfare reform sooner than they
might like becaase Rostenkowski promised them a vole on cutting immigrant benefits,
Earlier this month, Santorum tried to attach an amendment to the Social Security bill that
would have climinated all benefits for all non~citizens. It was narrowly defeated by a vote of
2016, with Harold Ford voting present. The only way we talked Ford and other Democeats
cut of voting for that amepdment was by pleading with them to wait until we introduce our
bill, so that at least they could use whatever money they squeeze out of immigrants to pay for
welfare reform rather than deficit reduction.

We have been working hard © line up support from outside groups. We hope to get a
DGA endorsement, and a strong statement from the NGA is not out of the question. The
DLC will say nice things about our bill and the Mainstream Forum's bill; they agree with us
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that welfare reform should be paid for through budget cuts, not just cufs in immigrant
benefits, We have probably met enough of AFSCME’s concerns abowt displacement to keep
them from opposing our plan, but like the advocacy groups, they still wish the issue would
just 20 away.

[ Highlighs of Our Welfare Reform Plan

As you well know, the welfare debate is less about policy and politics than it is about
values. " The trouble with the cument welfare system is that it undermines the values that
matter most —— work, responsibility, family. The current system makes welfare more
attractive than work, and lets too many parents avoid responsibiiity for supporting their
children. " )

Our welfare reform plan is based on the basic values and principles you outlined in
the campaign: No one who works full-time with a child st home should be poor, but no one
who can work should stay on welfare forever. We need to make welfare what it used to be ~
- a second chance, not a way of life. The ones who hate the welfare system most are the
people who are trapped by it. Governments don’t raise children; people do. People who
bring children into this world should take responsibility for them. Government has to do all
it can 10 expand opportunity, but prople have a responsibility to make the most of it. We
could have all the programs and spend all the money in the world-and it won't do a bit of
good if people don't do right. And so on.

The attached talking points cutline the highlights of our plan. (We will give you
complete information on costs and financiog when you return from Europe. ) There is plenty
to talk about in an initiative that costs $10 billion over S years and $30 billion over 10. But
it is casy to get lost in the details. The two values most on people's minds are work and
responsibility. As you said 1o the DLC in Cleveland in 1991, work is the best social program
this country has ever devised.



HIGHLIGHTS OF OUR WELFARE REFORM PLAN

1. THE ADMINISTRATION'S RECORD ON WELFARE REFORM

LETTC: Last }:ear’s economic package went a long way toward ending welfare by
giving 15 million working families a tax cut through the EITC. The EITC tums 3 minimum
wage, $4.25 an hour job inta a §6 an hour job, With the ETTC and health reform, any job is

a good job.

2. Health Reform: Health reform will move an estimated one million women and
children off welfare. A recent survey of welfare recipients in Charleston and Nashville found
that 83% would take a minimum wage job if it offered health coverage for them and their
families. Another study found that only 8% of people who leave welfare for work get jebs
that provide health insurance.

3. Waivers: Since January 1993, the Administration has granted waivers (o 14 states
to try new initiatives on time limits, assistance for two-parent families, limiting additional
benefits for additional children, and so on.

H. TIME-LIMITING WELFARE AND REQUIRING WORK

1. Two~Year Time Limit; Everyone who can work will be expecied to go to work
within two years. To the poor and those cutside the economic mainstream, we say two
things: No onz who works full-time with a child at home should be poor, and no sne who
can work should stay on welfare forover.

* A new social contract: Everyone will be required to sign a Personal
Responsibility Agreement that spells out what they can expect and what is expected of
them fa return. This agreement will include the two-year time [imit a5 well as other
State measurcs to encourage responsible behavior, such as requiring immunizations,
denying benefits for additional children borm on welfare, requiring mothers o name
and help find the father 4s a condition of eligibility, etc.

* Fewer exemptions: Our plan cuts the number of exemptions in current law
by half. Current law exempts mothers with children under 3; our plan Hmits that
exemption 10 mothers with children under 1. The exemption for teen mothers and
mothers who conceive additional children while on welfare will last only 3 months.

* No more something for nothing: From day one, everyons will be required to
do something in return for receiving assistance. Even those who are exempted from
JOBS participation wiil be expected to take part in parenting, community service, or
other activities.
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* This is not an entitlement 0 two years of wraining: Most people will be
expected to enter employment well before the two years are up. States can also
design sharter time limits for people who are job-ready, and require them to work
Sooner.

* A lifetime limit:  People should have an incentive to leave welfare quickly
and not use up their precious months of welfare cligibility. Recipients who use up
their 24 months will no longer be eligible unless they enter the work program. The
time limit is a lifetime limit: people who have been off welfare for long periods of
time will be able to get a few months of assistance (o tide them over in emergencies,
but they will not be able to start over with a new 2-year clock. This will make
welfare what it was meant to be «— a second chance, not a way of life. ’

2. Work, Not Welfare: We need to change the culture of the welfare office to focus
on helping people find and keep jobs, not just writing them checks for life.

“* Job search first: Job search will be required immediately of anyone who can
work. Aanyone offered a private sector job will be required to take it or get thrown off
the rolls, :

* A clear focus on employment: We will push states io shift-their JOBS:
programs away from classroom training and toward job placement amd on~the~job
training. Many people on welfare are there because they failed in the classroom; it
makes ne sense to send them to another classroom when what they really need is help
in getting and holding down a job. The best job training program is a job,

3. Requiring and Providing Work: Anyone who can work will have 10 go to wark
within 2 years, in the private sector if possible, in community service if necessary.

* Work for wages, not workfare: People will work for a paycheck, not 2
welfare check. If you don't show up for work, you won't get paid. Therc will also be
strong, cscalating sanctions for people who quit or get fired.

* State and local flexibility, with an emphasis on the private sector: States will
be able to use the money they would otherwise spend on welfare W create subsidized,
non-displacing jobs in the private sector, with non~profits, or in public service
employment. Communities will be encouraged to build strong links to the private
sector, and can hire placement firms like America Works to help people find and keep
jobs. We've worked closely with the business commmunity to design a flexible program
withowot red tape.



* This is a transitional program, designed to constantly push poople toward
unsubsidized work in the private sector:  People will be required to go through
extensive job scarch before entering the work program, and after each work
assignment. No work assignment will last more than 12 months.  No one will receive
the EITC unless they leave the program and take an unsubsidized job. Anyone who
turns down a private sector job will be kicked off the program. So will people who
refuse to make 8 good faith etfort 1o find a job: when jobs they could get are available.

* No one who can werk should stay on wclfarc forever: This is not a
guamzccdwga?}swforwitfc program. At the end of two years in the WORK program,
everyone will go through an intensive assessment. [f they're playing by the nules, able
o work, and no private jobs are available, theyll get another WORK assignment. If
shey're unabie 10 work, they can be ¢xempted or reassigned to get more training, If
they're not playing by the rules, and if a state determines that they have not made 2
good faith effort to find avaiiabie: work, the state can opt to remove them from the
rolls. v

* Real, meaningful work: Communities will have broad flexibility in deciding
what kinds of jobs to subsidize or create. We expeat these to be non~displacing
minimum-~wage jobs that represent meaningful work., Business, union, and
community leaders will have a say in the process. Many of the most promising entry~
level jobs are in growth areas related to welfare reform and other Clinton initiatives.
For example, our plan will increase the demand for child care workess in many
communities. We expect 10% of the WORK slots to be in child care. Other
- promising fields include home health aides, teachers aides, child support caseworkers,
public heusing rehabilitation, and public safety.

* Where the jobs are: You may be asked how we expect to find jobs for
people on welfare when millions of Americans are already out of work. First of all,
our plan is primarily sbout job ercation ~~ most of the mosey goes to ¢reate and
subsidize jobs, and to make it pessible for individuals to take them. Our plan will
- create 400,000 jobs by the year 2000. Sccond, there is no shortage of entry~-level jobs
in this country. McDonald's alone has more job openings every year through normal
tumover than will hit the two—-year time limit anytime in the next 10 years, Moreover,
the Clinton economy is generating 2 million new jobs a year. Third, even under the
current system, most welfare recipients are able 10 find jobs; they have wrouble kegping
them. 70% of recipients leave welfare within two years, but most of them come back,
That's why it's so impariant 1o make work pay better than welfare (EITC, health care,
child care, child support enforcement), and to focus the welfare system on helping
people make i in the workforce (on~the—job training, job scarch assistance),



'111. PREVENTING TEEN PREGNANCY AND PROMOTING PARENTAL,
RESPONSIBILITY

1. National Campaign Against Teen Pregnancy: The number of births to unwed
mothers has quadrupied in the last 30 years from 92,000 in 1960 1o 368,000 in 1991, Unwed
“mothers {teen and older) accounted for 80% of the growth in the welfare caseload over the
tast decade, when the number of familics on welfare wose from 3.9 miillion in 1983 10 §
milfion families last year,

* A national effort 1n 1,000 schools: Wae will launch school~based prevention
programs in 1,600 schools across the country with the worst teen pregnancy problems.
In cach of these schools, National Service volunteers will work with community
groups, churches, and business leaders to mentor young people on the importance of
delaying sexual activity and parenthood.

. * A strong message from the Bully Pulpit that it is wrong to have children
outside marriage: Unwed teen mothers who drop out of school are 10 times more
likely to raise a child in poverty than young people who finish school, get married,
and wait ontil their twenties o have children. We are planning a broad-based

* campaign that involves the media, the private sector, churches, schools, and other

Eroups.

* Every state will set clear goals for reducing unwed teen binths: We will set
up a national clearinghouse on teen pregnancy to identify successful programs and
help replicate them elsewhere. We will also target a handful of at-risk neighborhoods
for intensive prevention efforts,

* Children who have children should live at home and finish school as a
condition for benefits: Our plan will require minor mothers under 18 0 live with their
parents or a responsible adult and finish high school. They will no lenger be able to
set up a separatc houschold and receive a scparate cheek. :

) 2. The Toughest Child Support Laws Ever Proposed: Our plan includes the
toughest, most comprehensive child support enforcement provisions ever proposed. We can

move and keep thousands of families off welfare by closing the $34 billion child support gap -

between what absent parents should owe and what is actually collected, If you're not paying

~ your ¢hild support, we'lt gamish your wages, suspend your license, track you across State
lines, and even make you work off what you owe.

* Establish paternity for all cut~of-wedlock births: Last year's economic plan
included measures to expand voluntary paternity establishment in hospitals, when
fathers are most fikely to be present. Our weifare reform plan will require mothers to



name the father as a condition of receiving welfare, and push states to establish
paternity move quickly. We want to make fathers pant of the safety net again.

* Tracking down deadbeats: Every state will establish a central state segistry
to track payments and take promot action when money 18t paid. A national regisiry
of new hires will use W4 reporting to track delinquent parents who have switched:
jobs or crossed state lines. ‘

i * License suspension: States will be able to use the threat of revoking driveds,
professional, and commercial licenses to make delinquents pay. This threat has been
sxtraordinarily successful in Maine, California, and other states.

* Work programs: States will be able 10 run programs that require men to do
community service to work off the child support they owe. We will also run
demonstration programs that require delinquent parents with no skills to get training.
These programs should pay for themselves. Wisconsin's work program for fathers has
produced a phenomenal smokeout eifect: 75% pay their support rather than do ¢count-
ordered community service,

* Limited demonstration of child suppost assurance: The plan allows for 3
states to run demonstrations in providing guarantecd child support to families where
the absent parent doesn't pay.

3, State Option to Limit Additional Benefits for Additional Children Conceived
on Welfare: States that want to impose family caps will have the option to do so, Some
states see this as a way to deter additional pregnancies; others believe the welfare system
needs to do everything it can to instill responsibility in parents who already have children
they cannot support. Early results from New Jersey show a 9% reduction in additional births
to women on welifare, but it is 100 early to draw many conclusions. We also need to make
sure that {amily planning is available to adults on welfare, Waeifare recipients don't have
meore children on average than other women, but many of those who do cossign themselves
and their families to lives of poverty and dependency.

4. Keeping People from Going on Welfare in the First Place by Providing Child
Care for the Weorking Poor: In addition to providing child care for people on welfare and
in the work program, our plan calls for a substantial increase in child care for the working
poor. The Administration's FY93 budget also secks hefty increases in Head Start (21%) and
the Child Care Development Block Grant {22%).

* Qur plan will nearly double the amount of available child-care for the
wortking pour: The plan includes $1.7 billion over 5 years and $6 billion over 10 ©
¢xpand the At-Risk program from 3300 million annually 10 nearly 31 billion.



* This program preserves {lexibility and choice: States can use the mongy as
they choose o provide child care vouchers or pay providers ditectly.

IV. GIVING STATES FLEXIBILITY TO INNOVATE

L. A Plan That Works for States: To give states a chance to do this right, our plan
is phased in beginning with those bor after 1971 —- anyone 25 and under by late 1996,
when states begin to implement the prograrm. That represents 3 third of the adult caseload.
initially, and will grow steadily to include neacly two-thirds by 2004

* Young people will think twice before coming on welfare: 'We're ending
welfare for the next generation. One problem with the Family Support Act has been
that few recipients know whether they will be subject to its requirements or not.
Under our plan, anyone bom after 1971 will know that the world has changed,. and
that welfare can no longer be a way of life,  Almost any other phase~in would be
subject to gaming, but it is hard to change 10 change your date of birth,

. * If we phased in everyone at once, the program would fail: Even if we had
the money for it {which we don't, and neither do the states), a rapid phase—in would
overwhelm state capacity, and force them to create massive public jobs programs
instead of reaching out te the private sector. The best example is CETA, which grew
to 750,000 jobs ovemnight, and was dismantled nearly as quickly as a result,

* This is still a very ambitious phase~in:  Under our plan, more than 400,000
people will have hit the time limit and be working in the WORK program by the year
2000. Today, fower than 15,000 weifare recipients are required 1o work.

. * States can phase in faster if they want: States will have the option of
phasing in other cohorts in addition to those born after 1971 {c.g., all new applicants,
- all but-of-wedlock births, etc.]. We will alse make funds available so that they can
finish serving those currently in their JOBS programs, as well as older recipients who
volunteer.

* States prefer our phase~in: The House Republican bill phases in more
quickly, starting with all new applicants and reaching 90% of the non-exempt
caseload 2002, This would impose billions in new Costs on the states. According to a
recent NGA survey, most states like our phase~in. This phase~in was first proposed
in a New Republic article by Moynihan's chicf welfare aide, Paul Offner.

2. States Will Have Unprecedented Flexibility to Design Their Own Approach to
Ending Welfare: Our plan gives states broad flexibility to try new things, because one thing

P
- +

10



wo've learned i the last 30 years is that Washington doesn't have all the answers. Much of
what once required waivers will become available 10 states as state options:

* Extending assistance to two-parent families: States will be able to waive the
100~hour rule and let two-parent families stay together,

* Rewards and sanctions to keep teen parents in school: States will be able to
design their own monetary incentive prograrss like the LEAP program in Chio.

* No additional benefits for additional children bom on welfare: The
Administration has already granted waivers to Georgia and Arkansas; this measure will
now be 2 state option,

* Incentives to work and save: States can encourage work through higher
carnings disregards and saving through Individual Development Accounts,

* Advance payment of the EITC: States will be able to work with the
Treasury Depariment to develop plans to get the EITC out on a monthly basis,

* Faster phase~in: States that want to do more will be free to phase in other
cohorts in addition to recipients Dorn after 1871,

* Setting-shorter tme limits, and requiring people 10 work sooner:  States that
want to move recipients int¢ work more quickly can do so. The JOBS program
allows states 1o require CWEP or subsidized private sector work at any time.

* Experiment with a host of demonstration programs:  Qur plan includes funds
for demonstrations of Individual Development Accounts, child support assurance, teen
pregnancy prevention, work and training programs for non-custodial parents, and
many other ideas worth testing.

* Comtinued waiver authority: We will help states with ::xzstmg WaIvers o
adapt them once the new law passes. The broad waiver authority in current law will
continue.,

{

3. No Unfunded Mandates: Our plan will not impose major new costs upon the
states. Ovwer time, in fact, they should save money from increased child support collections
and reduced welfare cascloads.

* Enbanced federal match; Statés have had trouble implersenting the Family
Support Act because of its relatively low federal match (in gencral, 60-40 federal).
Our plan incresses the federal share 10 around 67% (higher in some states), which
means that the federal govemment is sctually picking up 80% of the new spending.

i
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* States can spend at their own pace: Instead of imposing costly new
mandates, we give states considerable flexibility in how much to spend beyond the
basic plan. States willing to spend more can choose to expand eligibility for two-~
parent families, offer higher camings disregards, or phase in more of their caseload.

* Savings through caseload reduction, child support enforcement, and fraud
detection: These programs will pay off in considerabie savings from increased child
support coltection; reduced welfare caseloads, and improved detection of welfare fraud.
The computer Sysiems needed 10 keep track of time limits and wrack deadbeat parents,
along with other measures such as Electronic Benefits Transfer and improved
monitoring of the EITC, will enable us to wage a national assault on welfare fraud.

4. Demonstrations to See What Works: Many of the reforms in our plan are based
on successful experimenis ploneered by the states. We want this innovation to continue. In
addition to continued broad waiver authority for state demonstrations, our plan authorizes a
number of specific demonstrations for states that are cager to try new things:

* Building Assels: As you promised in the campaign, we have taken a number
of steps 1o help prople o build assets as one way out of poverty: allowing people to
save some money for a home, business or education without losing their eligibility for
help; allowing people to own a <ar of reasonable valve so they ¢an find a job and get
to work; and giving them the opportunity to become self-employed or start a
microenterprise.

’ * Individual Development Accounts: Cumrent welfare yules force
recipients to spend their welfare check, and penalize them for savings. Our
plan will waive those roles to allow people to set money aside in Individual
Development Accounts to buy a home, staxt a husiness, or provide for college,
States will also be able to run demonstrations in which the government satches
those savings.

* Microenterprise: In some communities, the absence of cconomic
activity makes it difficult fo leave welfare. We want to make it eagier for
peaple to start small businesses that enable them to become self-sufficient.
Our plan provides for a nationwide demonstration of microloans, which will’
provide small amounts of money for welfare clients to launch small businesses.

* Mandatory Work Programs f{or Deadbeat Parents: States will be able (0 use
up to 10% of their JOBS and WORK money to run work and training programs for
son-custodial parents. We estimate that these programs will recoup 80% of their
costs through increased child suppont coliections.

*
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* Job Placcment Bonuses: We will encourage states 10 run demonstrations. that
offer job placement bonuses as an incenrive to caseworkers and welfare offices for
helping recipients get and keep jobs.

* Charter Welfare Offices: States will also be able 0 encourage competition
and accountability by experimenting with chartering iob placement firms, such as -
America Works, to run their JOBS program. {The Reemployment Act has similar
provisions for job training.)

rd

Y. HOW THIS PLAN "ENDS WELFARE AS WE KNOW IT"

QOur plan spercds $10 billion over 5 years and 330 billion over 10 years, and maps out
a rapid revolution in expectations for people on welfare. But because we can't afford and the
states couldn't manage ending welfare for everyone at once, Republicans and some in the
press will inevitably charge that we have "scaled back® our plan and fallen short of the
campaign pledge to end welfarc. We need to sefute these skeptics by repeatedly stressing
how bold our plan really is.

i. The Most Sweeping Work Requiretnents in the History of Welfare: Our plan
will turn 3 system based on welfare into a system based on work -~ because work is the best
social program this country has ever devised. Today, fower than 15,000 welfare recipients in
America are required 1o work. Under our plan, an estimated 400,000 people will be in
mandatory work programs by the year 2000. We require people who come on welfare to
start looking for work from day one. Everyoné who can work will have to do so within two
years, or sooney if their state says so. We cut the number of exemptions in hailf, so that no
one who is able 1o work can aveid it. And we'll move families off welfare by making fathers
who are behind in their child support work off what they owe. .

2. The Toughest Child Support Crackdown Ever Preposed: The child support
enforcement measures in our welfase reform plan are by far the toughest any Administration
has ever put forward. For the first time, government will hold both parents responsible for
raising their children. Mothers won't be able to get welfare if they refuse to name the father.
Absent parents who owe child support will face the most serfous penaltics ever: wage
withholding, credit reporting, the threat of licemse revocation, a national registry of new hires
to track them wherever they go, and mandatory work programs o make them work off what
they owe. If this country did a better job of enforcing child suppont, we wouldn't niced a
wetfare system. Bvery five deadbeats we cateh will mean one fewer family on welfare.

3. A New Sacial Contract -— No More Something for Nothing: After decades of
unchecked growth in government social pragrams, this is the first Administration in cither
party to ask something in retumn, In the campaign, you promised a new social contract of
morc oppertunity in return for more responsibility. As you said at Georgetown, “We must go
beyond the competing ideas of the old political establishment - beyond every man for
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himself on the one hand, and the right to something for nothing on the other.” National
service, the EITC, health reform, and welfare reform are all based on this same principle.
Under out welfare reform plan, there will be no more something for nothing. Evervone will
be required t0 work, get training, or finish school -- and cven those who are unable to work
will be expected to attend parenting classes or give something back through some form of
. voluntary scrvice.

4. Ending Welfare az 2 Way of Life: The combined impact of welfare reform,

" health reform, and the expansion of the EITC will be dramatic and immediate. About half
the caseload will be phased in by the year 2000. Reform means that by the year 2000, three
quarters of the projected welfare caseload aged 30 or under will either be off welfare,
working, or in a program leading to work. Without reform, only a small fraction would be
working, and 20% would be in education or training.

5. This Is Everything You Promised in the Campaign ~~ and Then Some:
Nothing about this plan is scaled back from your campaign promises. You've already made
good on the BITC pledge that no one who works full-time with a child at home should be
poor. This plan includes the two~year ime Iimit a3 promised, with education, training, and
child care -~ and no loopholes; a work program that stresses the private sector first and
community service as a last resort; dramatically tougher child sapport enforcement; state
flexibility to experiment; etc. {The work~for-wages policy, which says that if you dont
show up for work you don't get paid, actually goes a listie further than what we discussed in
the campaign about sanctioning the aduls share of the grant.) It costs around $4 billion a year
when phased in, which is exactly what we said it would cost in the campaign. The plan
includes many elements we didn't get into during in the campaign, such as a national
campaign against teen pregnancy and a substantial increase in working poor child care {which.
was not a campaign promise).

6. The First Administration to Try te Keep People from Going on Welfare in the
First Place: In addition to your many initiatives designed to empower people to lift
themselves out of povesty —— Empowerment Zones, community development banks,
enforcement of the Community Reinvestment Act, the EITC, health reform, sweeps in public
housing, community policing, etc, — yours is the {irst Administration to confront one of the
leading causes of poverty, the breakdown of the family. The welfare reform plan includes
several tough, smart measures to discourage people from having children outside marriage:
the first time limits ever imposed on welfare, coupled with the broadest and most serious
work requirements; a nationwide crackdown on child support enforcement, which will give
states an arsenal of ways to keep absent parents from getting off the hook; a national
campaign against teen pregoancy, targeted 1o the most troubled schools; and a broad amray of
meentives the states can use o encourage sesponsible behavior, from limiting additional
henefits for additional children to rewarding teenagers for staying in school. In the long run,
the only way to end welfare is to reduce the number of people coming on it.



October 18, 1994

MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED

E

SUBJECT: New York Welfare Reform Waiver

A. The Clinton Record on Welfare Reform Waivers

1. 19th State: New York is the 19th state to receive a welfare reform waiver since
you took office. In 20 months, vou have awarded welfare reform waivers (o more than twice

-as many states as Bush did in four years {he gave waivers to 9 states) and more even than ~

Reagan did in B years (his tptal was 16 states).

2. Bipartisan Approach: You have awarded these waivers without regard to party.,
In 8 of the 19 states, the governor who requested the waiver was not a Democrat {7 GOP, 1
Independent —— Weicker). In other words, you have already given ouf nearly as many
waivers to governors outside your party (8) as Bush did in his entire term (5).

B. The New York Waiver

Thiz waiver will allow New York to conduct 2 four-county demonstration of its "Jobs
First Strategy,” which will test new ways 10 steer new applicants toward work instead of

- welfare. This program will offer applicants the choice of child care in lieu of welfare, so

they can go to work instead of going on welfare. Like our welfare reform plan, it will
increase asset limits for people who work or start a small business. It encourages people to -
cooperate with child support by providing a year of transitional child care for recipients who
leave the welfare rolls because of child support payments. It encourages marriage and family
by expanding eligibitity for needy two-parent families, and by extending two years of
Medicaid coverage for children whose parent marries but remains below 150% of poverty.

Like our plan, the New York demonstration is designed to change the culture of the
welfare office by steering people immediately toward work, and by helping them make it in
the workplace -— where they can earn a paycheck, not a welfare check. Although their plan
does not include a time limit or work requirement —— you may recall some exchanges on that
issue during the campaign ~~ it promotes the same basic thenmes as ours: work,
responsibility, and family. When we introduced the Work and Responsibility Act, Cuomo
sent you a letter praising it as "a laudable proposal for achieving our shared goals.”
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In New York City, Giuliani has just announced a3 major workfare program for Home
Relief recipients. It would detract from Cuomo's event t0 mention Giuliani's somewhat
controversial proposal, but you should praise him for his bipartisan interest in welfare reform.

One other New York note: Moynihan has called on two separate occasions to stress
that the out-of-wedlock birth mie is expected to grow from 30% to 40% over the next
decade - not 50%, as you have sometimes said. If the rate continues to grow
exponentially, it may well go that high over the next decade, but since no expert in the field
is currently projecting that 1o happen, Moynihan would prefer you to stick to the defensible
40% rather than the theoretical 50% figure,
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THE WHITE HOUSE

WABHINGTON

February 9, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: " Bruce Reed

SUBIECT: Welfare Reforny Update

i, House Republican Bill

Today, Clay Shaw annpunced details of the welfare referm bill he will mark op in
subcommittee next week., He has agreed to include most of vur child support provisions, but
his bill 15 still heavy on conservative micromanagement and puts states at financial risk.

Agp outline of the Shaw bill is attached. 1t converts nearly 30 means~tested programs
o three capped entitiement block grants. Funding levels are frozen for five years a1 1994
levels, for a federal savings of $14 billion ($7.6 billion from capping AFDC). Immigrant and
ather 851 provisions save am}zhcr 323 bitlion. '

z?zoug,h Engler and Thompseﬁ helped negotiate the bill, the governors tzndcaj up with
more steings and 15% less moncy'. The bill smandates several provisions the NGA resolution
specifically rejected, requiring all states to deny aid 0 young unwed mothiers and legal
immigrants, and imposing the family cap nationwide. Work is masdatory for everyenc after
2 years, and states are reguired o cut off familics afier § years on wolfate,

Our strategy as this bill moves through the House will be tor 1) highlight arcas where
the Republican plan is prescriptive and mean; and 2) call aticntion to the potential cost shift
in key states and districts with moderate Republican Congressnicn, Senators, and governors.

IL. Democralic Alternatives

The Mainstream Forum, led by Nathan Dol and Charlie Stenholm, reintroduced their
welfare reform bill today. Theie bill is a ‘-}i'}iipcd up version of ours: move people to work os
quickly as possible, family cap staie option, minor mothers live &t Bome, national campaign
on teen pregnancy, al) our child support provisions, but a faster phase-in. i



The Mainstcam Forem bill gives the states a great deal of flexibility, but maintaing
the individual entitlement. 1t calls for a four~year lifctime limit, but lots states keep people
on tonger if they wish, Their biil would cost $17 billion, bui they propose a host of offses:
cutting off legal immigrants (but this time they plow %5 billion back 1o the slates $o it's not
an unfunded mandate}, the EITC frand provisions from our FY96 budget, and counting
welfare benefits as axable income.

House Democrats are galvanizing around the theme that welfare reform should be
about work, not just punishing the poor. On Friday, Gephardt will hold a press conference
with House Demoerats from across the spectrum (from Elcanor Holmes Notton to Nathun
[eal) to announce a united front, They will proposc that as of October 1, 1996, all new
applicants who can work must be warking or moving roward work. For now, they see this
mare as a unifying theme than a concrete policy proposal. - :

On Friday, we aiso expect Gov. Carmper 10 send a letier to governors warning them that
the current version of the Republican bl puts thewr states at finsncial risk and imposes
numerous sirings the NGA specifically rejected.
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: Overview of Ways and Means and Opportunities '
Committees Portions of the. House Republican Welfare Reform Bill
February 1095

Titie 1 Block Grant for Ternporary Assistance for Needy Families
Title i, Child Care Blogk Grant

Title I Child Protection Block Grant

Uitle |V:  Resiricting Welfare for Alieng

Titie Vo Supplemental Securiry Income Reforms

Title VI, Chiid Support Enforcement Reforms
Title I Black Grant for Temporary Assistance for Meedy Families

. Pumposes ‘
a. Pravide assistance 10 needy families with children
b, End the dependence of needy parents on govermment benefits by promoting
work and marnage
¢. Discourage illegitimate births

2. Eligible states; Stare plan. Stares must submit the foljowing 10 the Depariment of
Health and Human Scrvices on an annual basis:
a. A plan that contains an explanation of:
" -their program of cash henefits 10 needy families
-their welfare-to-work program, including support services
~how they are meeting the requirement of mandatory work after the family
has been on weifare for 2 years (or less at state option)

~-how and whether they are mecting the requirement to place 2% of thelr
-caseload in work programs in 1996, rising 10 20% by 2003 and ﬁzem:afmr
~their program to reduce the incidence of illegitimate births

5. & cernfication that the suate will operate a child support enforcement program

¢. A cerufication that the state will operaic a child pronection program

d A czﬂiﬁgatiﬂn that the state will Qpéra:‘e a foster care and adoption program

[

Grarts (o states:
a. The block grant money is an entitlerment to stares
b. The amcunt of money in the biock grant is $15.265 cach year between
1996 and 2000 |
‘¢. Each state receives (he same proportion of the dlogk grant cach year us it
ceceived of AFDC spending in 1994 .
d. Use of Funds: : ‘:x
-1 any manner reasonably calculated 1o accomplish the purposes (see above)
“--in the case of fanniies that have lived in o stote for less than 12 months, states
may provide them with the benefit jevel of the state From which ﬁw}' moved
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--§tates may transfer up 1o 20% of the funds in any given block grant 1o other
block grants

--states may, for up 1o 6 momhs, puy & reduced benefit o a needy famiiy with
a child whose patemity hus nat been established

¢. Pensities. Swuates are subject o thrm penalties:

~-if an 3udit determines that states have spent money On activilics ot consistent
with the purpose of this legisiation, the amount of misspent funds will be
withheld from the ttate’s payments during the following year (with the
restriciion that not more than 25 percent of a quarterly payment can
be withheld)

-the annual grant is reduced by 3 percent if states {&il to submit tie
patformance data required so that Congress can proviée oversight on state
accomplishments

--states are fined 1 pérdent of their annual grant if they fad o pasticipatz w the
Income and Eligibility Verification Svstem designed 1o reduce weifare fraud

4 Prohibitions Block grant funds cannot be used to pwvzde
& Brerefis ¢ a family that does not include @ minor child
k. Benelits to an individual receiving benefits from old-age assistance,
foster ¢are, or Supplemental Sceurity income
¢. Bencfits to noncitizens unless the individual is an alien’ who has
resided in the 1.8, for over 6 vears or a iegal resident over age 75 who has
lived in the U.S. for more than $ years
d. Cash Benefits 1o a minor ¢hild bom out of wedlock to a mother wnder
zge 18 or 10 the mother
Cash bencfits for additional children bom to farnilies already on wel fa:c
. Cash bencfits for families that have received block grant funds for § years
Benefits to a family with aduits fot couperating with the state child support
gnforcement agency
h. Benelis 10 a family with an aduit who has not assigned to the sute the ¢hild’s
claim rights against the noncustodial parent

Uﬁ:"’"’sf’%

$. Dawz cellection, and reponting.  States are required to submit annual data on several
tmportan measures of their Temporary Assistance Block grant; e.g., the number of
families receiviag benefiis, the caming of familiss. other welfare benelis received
by families, and the number of months on weifare

4
4. Audits. Each state must szzbmzt 10 an aaézi every second year under térms of the
Single Audic }%C(

Boos .
POGE &



02/0879%  13:50 207 630 7183 KES 05 ASPE 115F DY

. i Jp—

PG

£13

Tl s a2 #65, T0 Soein] L
Fioks, ot S TELLD Dol e

P CRAME W LIRS [ FRTEVIE T ™, SOy r

P Tl S #0 r Emitm it} SAniphi. Alve vOPE
o Rk Rmast ko FLINKIOG ] Ty ﬂ‘mlln AL ORI
ey madive CORRLY Y 2T Al v, Wi
T e ¥ o v o (S v
*TT Ma il it

way k¥ WRT FE L8 HOE N RASEASE #. fhre iy, (A * :
Had g TR Y, L TR ALTANA L w*: F:wn“::fﬂ QQMMF i Eg G% %‘J&YS ANQ &%gANS
o L 0 |

. . —— .
Hppnditndvipieste T atewat 11 v.5, WOUSE OF REPREZENTATIVES

4 pame k- - T AL eRE . RR3
it by P v it WRSHINCTIN, 50 10818R348
Taw Wingkire * pak ah EEVRE

e . al * *

;::;mf'.f:l‘ g‘;;”-ﬂ - SRt S REd, MME TS Fahruar Y 9. 1885

[F.T ATV O N R

Fob R LG AN A Rk 1
aowe vy mpoeds

A LR IR ST YT

LSRR - T S BT L Ty

wReeTE bk v PG Syt S,

MEMORANDUM

TO: Members. Cocmmiltee o Ways and Means

FR: E. Clday Shaw, Jr., Chailrman Subcommizrtae on Human Respurc

{1
n

in a ap&ech 2T the U.8. Chambeyr of Commerce later this

morning, I will present an sutline of thée diregrion my Chairman’s

mark will Taxe ag we begir consideration of welfare Yefcr= in
supcommitres next week., Later today, we will deliver um all
Membars of the Committee a complere awplanation of a1l ¢f she
grovisiony, with the axception of child gupport enforcement
provisicne which are in zﬁa final design stages. We are
expesning some changes between now and Menday' s fmarkup.

Here iz a3n ocutline of rhMe plan we have developed:

cazh welfare 3lock Grane ‘

® & current Ald te Families with Dependent Children programs
wilil be replaced with 3 szng«c block grang to States.

& Spending on taeh weliare will be capped for 5 years, saving
taxpayezs £7.86 billicn.

8 Srates will be prohibited from using federal tax dollars to:
11} pay cash welfare #& mothers under 18 who have children
wun-of-wedlock; (27 give extra payments to families thar hava
more children while on welfare: and {3) pay cash welfare 16 2
airg;n fawily for more than % years.

8 Welfarw rec pients mugt work te continue gebting cash
PAYTENLE ALUeY UWD Yesrs.

Cnild-Care Alogk Grant . 3
®  Around ten current faderal child ¢arc programs will be merged
inco another block grant, achiesving 53 £ billion in savings.
-¥ Az with other block granzs, ﬁaatee will ba given ancrmous
Fi=xibilizy 1o betrer serve their residencs, simpllify
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MCre Chan I4 cusrent programs will be combined intc zacther
block grast vz help prares protect neglected and abused
cnildren, gaving nsarly $4 billion over five years.
& neglecned and abuged children will be freed from federal
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8. As with other Wmlock grance, States will be regquired to send
infoymacvion about thelr programs to the federal government,
¢ we can. figure out what works.

Reduging Welfare Rolls :

m Drug adcicts and alcohalics will ne longer be considersd
disanled and therafcore eligible for cash payments from 5351,

® Ap in cthe Coptract. non-gitigens would no lenger be
eligible for most welfare programe. Excepticns will remain
for refugers and legal, long-term yesidanis over 7%5: non-
civizang will miill gualify for educatien and fraining
programd #0 they canm improve Lheir job preparation o bacame
meze produgrive fururs citizena,

s Spunsorsilp provisione will be strengthenad.

#  CED estimates rthese Provisisna will reduce welfare spending
by about $23 billion over § years {although much cf this
savingg will accrue to Srares berause ¢f the block grancs
degoribped anove!d .
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Mawsteean Forom Bie

Individual Responsibility Act of 1995 - Summary

Qutline of Waltare Reform Bill

Title I Time-Limnited Transitional Assistance

Title i Make Work Pay’

Title {l: - The Work First Program

Title 1V Family Raspansibility and Improved Child Support Enforcement
Title V: Teen Pregnancy and Family Stability

Title Vi: Community Service B '
Tite Vil: Prograr Simplification

Title Vili:  Financing

I Time-Limited Transitional Assistance: Imposing a dme limit on welfare
eligibility is the only way 1o fundamentally change the system from one that writes
checks 1o one that puts people 1 woark. The two-year lifetime, Work Firgt time-
imited assistance program will wansform a system based on the right to income-
maintenance into a system based on the obfigation to work. This time-limited
assistance would be phased-in, beginning in FY 1897, when 18% of a state’s AFDC
families must participate in the program. This percentage increases 10 20% in FY
18998, 24% in FY 1939, 28% in FY 2000, 32% in FY 2001, 40% in FY 2002, until
reaching 52% in FY 2003 and each succesding fiscal year,

il Makmg Work Pay: The bifl would ensure that a welfare recipient will be better
off econamically by 1aking @ job than by remaining on weifare. To do this, the

current disincentives within the system that make welfare more attractive than w{}rk
must be eliminated. There are fave vital campanenw in this regard.

*Health Care -~ Fxtended Transitiaf‘zai.Medica! assistance (TAM} from one to
TWO years,

¥ EITC - The bill would improve outreach efforts to both recipients and
emplovers 1o ensure that they make use of EITC.

*Child Care - Federal funding for child care assistance would be consolidatad
into a single program under the Title XX social zervices block grant. States would be
required to submit one plan for alt assistance under this program instead of be
required 1o comply with four different sets of federal regulations for ditferant federal’
child care programs. Title XX is a capped entitlament program without spegific
authorization. A consolidated biock grant of §1,2 billion a year would replace the At
Rigk Child Care program and the 75% of the Child Care Developmant Block Grany
used for direct child care assistance. There would be an individdal entitiement for
child care assistnance for individual participating in the Work First program or wha
are leaving welfarg. The Federal government wauld reimburse swates for the cost of
the individual entitierments at 70% of the Medicald matching rate plus 1en percent,
whichever iy kigher,
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*AFDC Work Disregards - The AFDC benefit structure provides little financial
incentive to work harder and earn more. In general, a rise in earnings is targety
offset by a corresponding drop in AFDC benefigs, As a result, welfare recipients whao
try 10 work are only marginally better off than by remaining on welfare, The proposat
would allow states to fiberalize the earned-income disregards within an established
federal guidsline,

* Asset Limitation - While work is a first step out of poverty, asset
accumylation is necessary to keep a person out of poverty. The praposal would
- increase the vehicle asset thrashold 1o $5,000; increase the non-vehicle asset
threshold for either AFDC or food stamps, capped at @ level of $2,000 or up 1o
$8,000 for specific use in getting up a microenterprise, purchase of a first home, or
for hzgher education, :

il Work First Program:  The bill would establish a WF program to move welfare
recipients off of welfare into jobs. The WF program would be administered at the
state level. The bill encouragss the states 10 tallor programs which meet their
individual needs. Howsver, the bill also recognizes that states may not be abls ©
devalop a WF program immediately. Thus, the bill establishes 3 Federal Model which -
each State would use unti it deveiops its awn program. _

« . The Federal modal is expected only to be a transitional prograrm untl! states
develop their own programas.

. States are required to submit their own programs within five years of the
enactment of this bill,

. States could choose to adopt the Federal Mode! or adopt their own program
withirt the broad federal quidelines set in this bill that require s1ates 10 place an
emphasis on placing individuals in private sector employment.,

Community Service - At the and of two years, if a weifare recipient has aot found
full-ime employment, he or she will no fonger be eligible 10 receive AFDC, but the
state will have the optien to provide a welfare recipignt with 3 full-time (3G hours or
more) community service job and/or have access to placement and suppor!l agencies
and/or subsidized jobs as described in the "Work First” section. States may readmit
up to 10% of their caseload who have not found employmant after twe years of the
Waork First program angd two year community service, gr those who left welfare after
finding employmeant and were forced to return but have no timse left on the clock. In
addition, statgs may petition the Secretary of HHS to increase this percentage up 10
18% if they meet the economic hardship conditions set forth by the Secretary. All
recycled recipients will be reevaluated by a caseworker or case management team
and a new employability contract will be established,
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V. Family Responsibility and improved Child Support Enforcement: The goal of
the proposal is to maintain and improve the child support program by promoting the
benefits of two supportive and responsible parents.

Establish in each state a central registry to streamline the current collection
and distribution of child support by keeping track of all suppart orders
~registered in the state.

<« - |Improves interstate enforcement through the adeption of UIFSA and other
measures to make interstate enforcement more uniform.

- Establish hospital-based paternity by: requiring states to offer
paternity/parenting social services for new fathers; making benefits contingent
" upon paternity establishment (recipients provide full cooperation in establishing
paternity to receive benefits); require hospital based paternity establishment
for all single mothers.

. Enforce child support through demanding and uncompromising punitive
measures for deadbeat parents including: strongly reinforcing direct income
withholding; requiring states to establish procedures under which liens can be
imposed against lottery winnings, gambler’s winnings, insurance settlements
and payouts, and other awards; and require non-compliant noncustodial
parents delinquent in their child support payments to enter a work program in
which they work to pay off benefits going to support their child.

V. Teen Pregnancy and Family Stability: The bill promotes individua! reproductive
responsibility by giving states the option to implemnent the family cap;
requiring minor mothers 10 live with a responsible adult, preferably a parent;
supporting a national education campaign to teach our children that children
who have children are at high-risk 10 endure long-term welfare dependency;
providing incentives for teen parents to stay in school; providing funds for
states to create or expand programs for minor noncustodial parents.tc promote
responsibility and work; and giving states the option of eliminating current
disincentives to marriage.

Vi Program Simplification: ' Streamline the waiver process which is bureaucratic
and gives 100 much discretion 1o the Secretary of HHS to deny state waivers simply
because -the\,'* do not like their program. In its place, the bill sets forth guidelines that
if the state plans meet, then it will be approved by the Secretary of HHS.

States bear a heavy administrative burden in implementing the AFDC and Food
Stamps programs, mainiy because of complicated, inconsistent and rigid policies.
The operation of these programs should be simplified by unifying the policies that
determine eligibility for these programs. The bill would simplify the application and
eligibility process for AFDC and Food Stamps. Some of the most time-consuming
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and difficult tasks in administering these programs are the initial procedure now
required to take and process applications. Twenty specific provisions are included in
this bill that will significantly improve this process. These include provisions to unify
the application, deductions, eligibility, income, resources, certification and
recertification rules for AFDC and Food Stamps.

VI 881 Reform: If Congress fails to act within 90 days after the submission of
the Slartery Commission Report, then funding for the chaldren portion of SSI will be
frozen at the FY 94 level.

Vill  Financing: The plan wou!d save $20.3 billion over five years by ending welfare
for most nencitizens except for emergency medical services. Exemptions will be
made for refugees and asylees for six years after they arrive and noncitizens over
age 75 who have been legal residents for at least five years. 11 does not abandon
new immigrants. Rather, it merely ransfers responsibility for their weifare from the
government to where it truly belongs--their legal sponsors, the American citizens who
by law must endorse most immigrants’ applications for citizenship based on the
promise that immigrants will not become public charges. We propose six billion
dollars of monetary assistance to states 10 be ysed under state discretion to aid their
immigrant populations who will be detrimentally affected by this cut. in addition, we
propose to give states the authority to sue a sponsor if an immigrant applies for state
ar locail assistance and to mimic the federal government in denying state benefnts to
noncitizens.

The bill would raise $9 billion over five years by adding income from AFDC, Foaod
Stamps and housing assistance 10 taxable income so that a doliar from welfare isn’t
worth more than a dollar from work. The bill would increase EITC enforcement 10
reduce fraud in the program to save at least $3.5 billion over five yvears. It would
make several other smaller changes within the welfare system 1o save approximately
$2.5 billion over five years,

Funding: The bill provides more funding for states to help meet the costs of the WF

~ program as well as the increased caseload for child care costs. For the WF program,
our bill would have a seventy percent matching rate or the Medicaid matching rate +
ten percent, whichever is higher for the states. For Community Service, our
matching rate would be seventy percent métching rate or Medicaid matching rate +
ten percent for the Administrative costs, whichever is higher for state. For wages, it
would be the Medicaid matching rate.



