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DRAFT PROPOSAL OUTLINE

HIGHLIGHTS

This is a plan which fulfills the President’s pledge to end welfare as we know it, by reinforcing
traditional values of work, famaily, opportunity and responsibility, Key features include:

Prevention. A prevention strategy designed to reduce welfare and poverty by reducing teen

gregigaacy, promoting responsible parenting, and encouraging snd supporting two-pareat
amities. :

Support for Working Families with the EITC, Health Reform and Child Core.  Advance
payment of the EITC and health reform o ensure working families are not poor or medically
insecure. Child care both for the working poor and for funiiies in work, educatiosn, or
training as part of public assistance.

Child Support. Dramatic improvemsnts in the child support enforcement system designed o
significantly reduce the $34 billion annual child support collection gap, ensure that children
can count on support from both parents, and reduce public benefit costs.

Noncustodial Parents.  Steps to increase economic opportunities for needy noncustodial
pareats expected to pay child support and to help them become more involved in parenting
their children.

Simplifying Public Assistance. Significant simplification and coordination of public assistance
programs,

Promaoting Self-Sufficiency Through JOBS. Making the JOBS program from the Family
Support Act the core of cash assistance. Changing the culture of the welfare offices from one
of enforcing seemingly endless eligibility and payment rules 1o one focussed on helping peopie
achieve self-support. lavolving able-bodied recipient in the education, training, and
employmont activities they need to move toward independence. Greater funding and reduced
State match.

Time-limits and Jobr, Couverting cash assistancs to 2 system with two-year time limits for
those able 10 work. People stifl unsble to find work after two years would be supported via
non-displacing community servics jobs, not welfare,

Increased State Flexibility Within a Clearer Federal Framework. locreasing flexibility over
key policy and implementation issues, providing the opportunity for States to adjust to local
needds and conditions within more clearly defined Federal objectives.

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



CRNMDENTIAL TRAFT-For Discussion Only
An

It is easy 1o stereotype and finger-point. “Us™ versus "them” thinking often pervades weifare debates,
Ligly, racist, and mean-spirited images are sometimes loudly prociaimed. That cannot be a productive
part of this discussion. Nor can we obscure the reality that the welfare system itseff is flawed. It
fails to suppaort those who fieed and deserve help, This plan proposes a fundamentat change in
direction so that ajll Americans can participate in building the future,

A DISCREDITED SYSTEM

Thers is near universal consensus across party, social, and racial ines that the welfare system simply
does pot work, Conservatives complain that it fosters illegitimacy and dependency, Liberals lament
that it leaves millions of children poor. Taxpayers resent investing their tax dollars in a system that
produces 30 little apparent result or retern.  And perhaps the angriest people of all are welfare
recipients themselves. They ik of the humiliation, the stigma, and the indignity of a system that
seems designed t0 maintain them in poverty rather than move them towand independence. Most
importantly, millions of children and their parents fanguish in poverty within & system that offers linle
hape for the future,

Americans hold powerful values regarding work and family and opportunity and responsibility. Yet-.
the current welfare system reinforces none of these, People who g0 0 work are often worse off than
those on welfare. Too often, noncustodial parents provids Hitle or no economic o social support to
the children they parented. Meanwhile, single-parent familiss often have acoess 1o cash amd services
that are unavailable to equally poor two-parent families, Instend of sxploring ways © give psople
access to the education, training, and employment opportunities they need 10 become self-sufficient,
the welfare system is deiven by numbingly complex eligihility vules, and staff resourcss are spent
overwhelmingly on eligibility determination and bensfit caleviation,

A NEW VISION

It is time to restore basic values and forge a new social comract between the government and it
citizens. Government has a responsibility to provide opportunity, People have a responsibility o
make the most of it.

This plan calls for a genuine end to welfare as we know it. It is built on fundamental American
principles of common epportunity and mutual ebligation: People who bring children into the world
must take responsibility for them, because governments don't raise children, families do. Those who
receive help from the government can do something in return.  No one who works fulltime with 2
family at home should be poor. And no one who can work should stay on welfare forever. Only by
fundamental change in current policies can we achieve long-term econvumic security for cur childran.

There are six key elements in what we propose:

Promote Parental Responsibility and Prevent Teen Pregnancy

If we zre going to end long<erm welfare use, wa must start doing everything we can to prevent
people from going onto weifare in the first place, Teen pregnancy is an enduring tragedy. And the
number of children born-of-wedlock has grown dramaticaily. We are approaching the point when one
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out of every three babies in American will be born ©© an unwed mother. 'The poverty rate in families
headed by an unmarried mother is 67 percent.

We must find ways to send the signal that men and women shouid not become parents until they are
able 1o nurture and support their children. We need a prevention strategy built around ¢lear signals
about delaying sexual activity and responsible parenting. We need tu offer the same support 1o two-
parent families a3 single-purent families receive. Men and women who parent children must know
thay have responsibilities, And we must redouble our efforts to reduce tees pregnancy. Families and
communities must work o ensure that real opportunities are available for young people and teach
them that children who have children face a dead end.

Make Wark Pay

A basic tenet of this plan is that any job ought to be better than welfars, Yet the current welfare
system 52ts up 3 devastating array of barriers to work, 1t penalizes welfare recipients who engage in
work by taking away benefits dollar for dollar. It imposes stricter and more intrusive reporting
requircments for those with earnings than for those without, It prevents saving for the future. It
stigmatizes and humiliates the working poor who must still apply for assistance. Pant of the longrun -
answer must be w improve the economy. But we must also ensure that families can support
themselves sdequately through work. People who choose work over welfare ought to be rewarded
with higher incomes, positive support rather than stigma, simplicity rather than nightraarish
bureaucratic rules,

Our strategy requires that we improve the economic and social security of working families and that
we simplify and humanize the administration of support systems. We have aiready expanded the
EITT to make work pay. Now we must aiso simplify advance payment of the EITC, We should
guarantes health security w0 8l Americans with health reform.

With tax ¢credits and health reform, zﬁe final critical element of making work pay is child care, Wa
seek 0 ensure that poor working families have access to the quality child care they noed. And we
cannot a5k single mothas wo ;zamczpm in training or 1o g0 © work unless they have care for their
children.

Eaforce Child Support

Our current system of child support enforcement is heavily bureaucratic and legalistic. It is
unpredictable and maddeningly inconsistent for both custodial and noacustodial parents, It lets many
noscustodial parents off the hook, while frustrating those who do pay. It seems neither o offer
security for children, nor to focus on the difficult problems faced by custodial and noncustodial
parents slike, It typically excuses the fathers of childrea born out of wedlock from any obligation and
offers no support for thelr children. And the biggest indictment of all iz that only a fraction of what
could be collected is actually paid.

Our ptan strongly conveys the message that both pareats are responsible for supporting their children,
Government can assist parents but cannot be a substitute for them in mesting those responsibilities,
One parent should not be expected to do the work of two. Through universal patetnity establishment
and improved child support enforcement, we send an unambiguous signal that both parents share the
responsibility of supporting their children, We explore strategies for ensuring that single-parents can

3
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count on regular child support payments. And we also incorporate policies that acknowledge the
struggles of nongustodial parents and the desires of many (o help support and purture their ehildren.
Opportunity and responsibility cught to apply to both mothers and fathers,

Reinvent Government Assistance ‘

At the core of this plan is our commitment to reinventing government. A major problem with the
current welfare system is its enormous pomplexity. It consists of multiple programs with different
rules and requitements 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, reduce the poteatial for program ervor or fraud, give States more flexibility to
determine program design and operation, and implement new performance standands.,

Promote Self-Sufficiency

Dagpite the impressive reforms of the Family Support Act, ons of the clearest lessons of the site visits

and hearings held by ths Working Group s that the primary function of the current welfare system is

not getting people access to the jobs, training, job placement or wzzrk supports that would allow them
to gain independence and control.

We need to build on the vision and accomplishments of the Family Support Act, which put an
important new emphasis on giving people the skills 1o leave weifare and enter the work force.
Unfortunately, the current JOBS program serves only 2 fraction of the caseload. We don't need 2
welfare program built around income maintenance; we seed & program built around work, This will
require much increased participation requirements and additional JOBS resources 10 mest the noeds of
the expanded JOBS populsation.

The whole system needs to be based o0 a philosophy of nustuzl obligation: the goverament providey
opportunities, support services and inceatives to atlow individuals 1o move toward self-sufficiency, -
and the recipient agrees to accept responsibility for working toward that end. To implement that
philosophy, we must transform the culture of the welfare bureasceracy. Its mission should be to
expect and encourage entry into the labor market, by providing accass to education and training
services, job listings and job search assistance, and parenting and self-esteem classes, And alf those
who need education and training—whether or ot they have children—should have access to the same
high quality investments that the nation reeds 10 compete in the 215 century.

Time-Limit Assistance and Follow with Work

This plan is designed to move peopie off welfare and into self-sufficiency quickly and with lasting
results. Making work pay, dramatically improving child support enforcement, and improving access
to job training and placement will ensure that the vast majority of recipients wiil leave welfare in less
than two years, Most people on welfare want to work, and these reforms will give thern a much
better chance o do so.

No system which hopes to sncourags work and responsibility can allow people who are able to work
to collect weifare forever. People should be expected 1o take steps to help themselves from their fiest
day on welfare, We'll ask them to sign a contract that spells out their obligations and what the
government will do in return.  After two years, those who can work will be expected to work in the
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private seotor of conmmmunity service. This plan incledes a coucerted effort to expand private and
public investtnent and increase work opportunities,

The system must be sensitive (o those who for good reason cannot work—for example, a parent who
neads to take care of a disabled child, But at the same time, we shouid not exclude anyone from
great expectations. Everyoue has something to coniribute.

. We turn now to the specifics of the plan.
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PROMOTE PARENTAL RESPONSIBILITY AND
PREVENT TEEN PREGNANCY

NEED - Approximately forty percent of all women wili become pregnant before the age of 20,
Unwed teenage mothers are at high risk of long-term welfare dependency. Their earnings ability is
limited by lack of education, work experience, job skills, and self-esteem. Eighty percent of unwed
teen mothers drop out of high school. Teen mothers are the least likely to receive child support,
increasing the likelihood that they will need public assistance. Young unwed fathers, who are often
unemployed and underskilled, face equally difficult obstacles to self-sufficiency. As a result, in 1991
the cost to taxpayers for assisting families begun by a teenager rose to about $29 billion.

More broadly, all too often the current economic, social, and welfare systems send the wrong signals,
Men who father children out of wedlock are rarely expected to pay any child support. There are also
inequitable distinctions between the support available to single-parent families and two-parent families.

STRATEGY — Responsibility and prevention are key elements of the Administration’s welfare
reform strategy. This reform plan incorporates three major themes for preventing the onset and
perpetuation of dependency.

First, we seek to shift the focus of social policy to underscore the message of parental responsibility
and to emphasize that people must delay childbearing until they are prepared to provide the necessary
social and economic support for their child(ren). Throughout this proposal, we address parental
responsibility, calling for removing distinctions in cash assistance between one- and two-parent -
families, for policies that will promote universal establishment of paternity in out-of-wedlock births,
and for policies that hold parents and States accountable for not only the establishment of paternity
but also the economic support of their children. Second, the plan seeks to reduce teen pregnancy and
to address the special challenges posed by teen parents. It does so by incorporating efforts to promote
education, delayed sexual activity, and other measures. And, third, the plan underscores the critical
role of communities in the provision of opportunities and incentives for young people to engage in
socially responsible behavior, '

There are no clear or easy answers to either the problems of teenage childbearing or the welfare
dependency patterns that so often go hand in hand. Below we outline a number of options. This set
of options is quite controversial. Some might be tested on a limited basis prior 1o widespread
implementation, Many of these options could present an opportunity to take bold steps and learn how
to best promote parental responsibility and prevent teen pregnancy. While not explicitly stated within
each option, it is intended that all interventions witl reach youth at the earliest possible time.

Option: Convene a highly publicized Presidential-level conference to address the promotion of
responsible behavior in the media industry and the effects of the media on youth.
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Option: Conduct a national campaign that uttlizes the medig/entertainment ndustry,
Iis goals would be to promote messages about responsible sexual behavior, staying in school,
and avoiding the use of drugs and alcohol. Sensitive and responsible tefevision adventising for
contraception could be eacouraged.

Option: Support challenge grants to States and communities for a variety of innovative approaches to
promoting responsibility.
These conld inciude a range of initiatives from broad efforts o reward and require responsible
behavior 10 more narrow sfforts © support specitic early interventions with Middle School
youth,

Option: Suppors Stare demonsirations shat instifl responsibility through the use of contracts and

provide comprehensive case management that focuses on all family members.
AFDC recipients and their families would be presented with a clear expectation of their
responsibilities, and comprehensive case management could support them in meeting these
goals, While teens would be targeted in this effort, the broader AFDC recipient population
would be included. The case management services woukd expand beyond the individusl to
1zks & more holistic spproach o family neads in striving to prevent intergenerational
dependency as well as assisting current recipients to get off welfare:

Option: Moke famify planning services would be made available to all adolescent and adult AFDC
recipients who request them.
Moy women receiving AFDC do not want to have more children untit they are able w0
adepuately provids for them,  This oplion would sasure that access (o family planning was not
a barrier (0 thess women,  As part of this effort, Title X fuads could be used to develop a
special outreach to AFDC mothers with danghters in their eacly teens.

QOption: Under the Surgeon General s auspices, increase family planning services to the broader
population.
Bailding on current inftiatives, this would include utilizing enhanced counseling services and
increased outreach efforts by family planning apencies, including increasing their accessibility,
both in location and hours of operation v teens through school-based and school-iinked
services. Many of these measures are provided for in the Administeation’s health care reform

package.

Option: Conduct demonstrations 1o hold schools accounsable for “tracking” both femaie and male ot
risk youth and drop-ous and for supporting them in mainstream educarional opportunities or
providing them with good training or education alternatives.
This option could build upon the resources of other Administration initiatives such as the
Department of Labor’s Youth Fair Chance Progeam, which targets & small high- poverty
geographic area with 2 large amount of resources, and School-to-Work legislation,

Option; Require that minor mothers live In thelr parents’ household, except in exceptional
circumstances, and include parental income in determining eligibility for benefits or calculate a teen
parent's AFDC benefit based on their parents’ ability to contribute to their support.
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Optton: Support demonstrations that make a portion of AFDC benefits conditioned on proactive effores
of all adolescents and adudts In the household to promote their self-sufficiency (for exampie, through
education ard job training).
For example, all dependent children would be requtmd to attend and finish high school or the
families benefit level will be reduced.

Option: Allow Srates the option to limit additional benefits for additional children conceived while on
weifare.
When benefits are limited, if the mother’s child support award or earnings offSet the reduction
in AFDC, the family will not be penalized,

Gprion: Promote programs of adults volunteering 10 work with disadvantaged children one-on-one,
such as Big Brothers/Sisters and mentoring programs tied to colleges and business. Provide a White
House spotlight on, and document successful innovation in recrulting and sraining volunteers and
reaching disadvaataged children,

This could be done through the Corporation on National and Community Service,

Cprion: Provide support, such as planning, organiging, and coordination funds, 1o now-profit
community-based organizations (e.g. churches. PTAs, and bovy ad girls scows) that foster
responsible behavior and prepare youth for the opportunities awaiting them,

Option; Recruit and train older recipients who went o# welfare as teen mothers o serve as counselors
as part of their community service assignment.

Option: Initiate demonstrations of comprehersive neighborhocd-based approaches ﬁm:si::g of aterisk
youth.
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- MAKE WORK PAY

A. CHILD CARE FOR WORKING FAMILIES

B. OTHER SUPPGRT FOR WORKING FAMILIES
1. Advance Payment of the EITC
2. Work Should Be Beiter than Welfare
3. Demonsirations

NEED - Even full-time work can leave a family poor, and the situation has worzened as real wages
have declined zignificantly over the past two decades. In 1974, some 12 percent of full-time, foil-
year workers sarned oo ittle to keep a family of four out of poverty, By 1992, the figure was 8
percent. Simultaneousty, the welfare system sets up a devastating array of barriers to peopls
receiving assistance who want to work. It penalizes those who work by taking away beaefits dollar
for dollar, it imposes ardvous reporting requirements for those with samings, and it prevents saving
for the future with & meager himit on sssets. Moreover, working poor families are often without
adequate medical protection and face sizable day care costs, Too often, parents may choose welfsre
instead of work o ensure that their children have health insurance and receive child care, If our
goals are to encourage work and independence, 10 help families who are playing by the rules, and to
resduce both poverty and welfare uge, then work must pay,

STRATEGY - There are three elements to raaking work pay: working family tax crodits, health
reform, and child care. The President his slveady launched the first two of these. A dramatic
expansion in the Earned Income Tax Credit (EITC) was enacted in the last budget legisiation. When
fully implemented, it will bave the effect of making a $4.25 per houc job pay nearly $6.00 per hour

© for g parent with two or more children, This very nearly ensures that a family of four with a fuli-
time worker will no longer be poor. However, we still must find better ways 10 defiver the EITC on
a timely basis throughout the year, Ensuring that all Americans can count on bealth insurance
coverage is essential, We expect the Health Security Act will be passed next year.

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

CHILD CARE FOR WORKING FAMILIES

‘The Federal government currently subsidizes child care through & number of different programs.

Each of the programs has different eligibility rules and regulations, making for an extremely
complicated system that is hard for both providers and recipients to navigate. For low-income
families, programs include an entitlement to child care for AFDC recipients (titte [V-A); fransitional
child eare (TCC) (also an entitlement) for people who have left welfare for work in the past year; a
third entitlement {capped at $300 miilion) for those the State determines © be at-risk of AFD( receipt
{At-Risk); the Child Cace and Development Block Grant (CCDBG); and the Sogial Services Block:
Grant (SSBG). Middle- and upper-income people benefit from the dependent care tax credit and child
care deductions using flexible spending accounts. While these multiple programs provide vaiuable
resources needed for child care, more will be needed if parénts are to work. Other initiatives that

9
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work with parents, such as Head Start, can be linked to child care in ways that can eacourage more
comprehensive services,

The goal is o create a more consolidated and simplified system, t0 increase funding so that low
inceme working families have sccess {o the care they need, and 10 ensure safe and healthy
environments for children. Given the current structure of programs, it makes the mast sense to
divide the populations needing child care into two groups: those collecting AFDC cash assistance
who are working, in school, or training and the working poor who are not cotlecting cash assistance.
i we fail 1o help those peoplie who are not on AFDC, it will be impossible to ensure that working .
peopls avoid poverty and that people are able to leave welfare for work, If we fail to provide chiid
care coverage for those on AFDC, we cannot realistically expet parents 0 work or train for
employment,. We also need additional resources to expand supply and €0 improve quality. The
aptions for providing child care are as follows:

Option 1: Counsolidate and expand existing programs.
The plan would consolidate the existing entitiement programs into two programs and expand
the CCBG block grant.

Mairdain IV-A child care. The existing entidement of child care (JV-A) for persons on
AFDC would remain largely unchanged, though somewhat simplified, 1o ensure that
recipients getting education, training, or in work slots have access to high quality ¢hild care,
Reguire care (o meat minimum heaith azzd safety standards set by State law similar 1o those
included in the bloek grant

s0]idate al Rigk Progran %ae&aexisangmémwmm&v
Risk—would he fatded mw an expanded pmgram of high quality child care for aterisk mkmg
families, Key provisions would include:

. Allow families with income low snough to be eligible for food stamps © be degmed

at-risk and qualify, 1.2, families below 130 pmem of the poverty level could be
served.

. Require States to ensure seamless coverage for persons who leave weifare for work,

. Expect States to share in the cost, with a match rate equal to the new reduced JORS
match rate {discussed elsewhere in this paper), States could count a3 match funds
other monies spent to provide child care to low«»income families, such as private and
tocal government funds.

. Require cars to moet minimum health and safety standards set by State law of the sont
now reguired for care funded under the block grant,

. Require States fo et méximum rates and co-payment (sliding fee scale) requirements,

10
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Since the at-risk child care program would be created by combining a capped and uncapped
entitlemiont, 4 major guestion is whether 10 cap the combined program, and if so, at what
level,

. ) 38 : -k Grants. CCDBG funding would be gradually increased
f:‘em xts wm i&y@i Qf m:z m zmiiwn Stam would continue to have considerable
flexibility in using this grant for services and also for guality and supply investments, with 2
recquirement that they spead at least some proportion (Currently 25 percent) for quality and
supply enhancements. They could use CCDBG funds to provide child care services to
working poor families up o 75 percent of State modian income (current taw) but they would
not be permitted 10 use CCDBG money to provide services to welfare recipients. States could
coatinue 1o use the SSBG for child care, but would be required to use the same rules for atl
subsidized ¢hild care,

Quality enhancements 1o he encouraged under the block grants would be those now in current
law with some mdditional items such as parent information and education, investments in
facilities and equipment, the development of family day care networks, and ties between Hexd
Start and child care programs. In addition, special programs would be developed to increase
the training of low income parents interested in entering the child care workforce, to assure
consumer education, and to stimulate gpecial initiatives such as building the supply of infant
care.

Option 2: Comprehensive Child Care Entitlement.
Combine the existing entitlement programs into a comprehensive child care program for il
low-Ancome working families and AFDC recipients. Rules conld be similar to those suggestad
for the atvisk program o option 1, or a more uaiform set of eligibility and payment rules
could be mandated Federally. The program would be administerad by the State. The existing-
CCDBG money (which is not an entittemnent) would remain with a clearer focus on expanding
supply and quaiity.

Option 3: Make Dependent Care Tax Credit Refundable.
Create a refundable dependent care tax credit, This could be combined with another option.
The current credit of up to 30 percent of child care costs does not help low income families
besause it cat only be used (o offset waxes, which low income families rarely owe. Making it
refundable would ensure that 2fl families muid benefit from the credit,

OTHER SUPPORT FOR WORKING FAMILIES
Two other policies need © be addressed o adequately encourage work and support the working poor:

advance payment of the EITC, and ensuring that work is always better than welfare. We also sugpest
demonstrations of innovative ideas.

1
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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 ars considering leaving welfare for work must
wait as long as |8 months to see the rewards of their efforts. Others either fail to submit tax returns
or fail to claim the credit on the returs. Strategies to expand the effectivensss of the EITC include;

. A{fopt Treasury’s ideas for expanded use of employer-based advance payments, the most
impontant of which is t© send W5 forms and information o all workers who received an
EITC in the past year.

. Automatic calculation of EITC by IRS

. }aimaéminimianeffmésm;zswmwmﬁngfamﬁiwusingexisﬁngswmm
stamp administration, utilizing EBT technoiogy wheoever passible.

Werk Sheuld Be Better than Welfare

The combination of the EITC, health reform, and child care will largely ¢nsure that peopie with
fewer than two children can avoid poverty with a full-tle full-year worker. But fulltime work may
* not always be feasible, especially for single mothers with very young or troubled children, And for
larger families, welfare in many States may still pay better than work. Some Working Group
members believe that families in which someone is working at least halftime ought to be better off
than families who are receiving welfare in which no one is working.  [f this goal were accepted there
would be three options for achieving it:

Opdon 1. Allow (or require) Stares to supplemens the EITC or food stamps for working fumilies when
work pays less than welfare.
States coukd supplement extstmg EITC, food stamp or housing benefits. Already soms States
have their own BEITC, In most cases, a modest State EITC would make work better than
wellare. Alternatively, States could supplement the food stamp program or housing assistance
for working families after they have exhausted transitional assistance,

Option 2: Allow for require) States 10 continue fo provide some AFDClcash assistance 1o working
Jamiliex afier two years.
One straightforward way 10 ensure that part-time work Is better than welfare s to allow or
require States to continus to provide some cash aid to part-time workers who have exhausted
transitional aid, Other alternatives would be to simplify the existing earnings disregards in the
AFDC program or to not count months towards a tme limit if the adolls were working at
least part time,

Option 3: Use advance child support puyments or child support assurance {See the child support
enforcement section for more dergls).
Ensuring that women with child suppori awards in place get some child support through
advance payments or child support assuratice could effectively guarantes that even single
parents who work at leagt half time can do belter than weifare with a combingtion of EITC
and child support.

12
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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 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. Demonstrate 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 Ul and may come onto welfare when they only
need very short term economic aid.

L
Restructured AFDC Emergency Assistance programs, as in Utah, to provide temporary
economic assistance to families who have lost a job.
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ENFORCE CHILD SUPPORT

A. CHILD SUPPORT ENFORCEMENT
B. ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NONCUSTODIAL PARENTS

NEED ~ In spite of the concerted efforts of Federal, State and local governments to establish and -
enforce child support orders, the current system fails to ensure that children receive adequate support
from both parents. Recent analyses suggest that the potential for chifd support collections exceeds
$47 billion. Yet only $20 billion in awards are currently in place, and only $13 billion is actually
paid. Thus, we have a potential collection gap of over $34 billion. The typical child born in the
U.S. today will spend time in a single-parent home. 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 provide for
our children.

The problem is threefold: First, for many children, a child support order is never
established. Roughly 37 percent of the potential collection gap of $34 billion can be traced to cases
where no award is in place. This is largely due to the failure to establish paternity for children born
out of wediock. Second, fully 42 percent of the potential gap can be traced to awards that were either
set low initiatly or never adjusted as incomes changed. Third, of awards that are established,
government fails to collect any child support in the majority of cases. The remaining 21 percent in
the potential collection gap is due to failure to collect on awards in place.

STRATEGY — There are two key elements within this section. The first major element involves
numerous changes to improve the existing child support enforcement system. For children to obtain
more support from their noncustodial parents, paternity establishment must be made universal, and
paternity must be established as soon as 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, and
enhanced tools will be available for Federal and State enforcement. One major question involves the
possibility of guaranteging some level of child support. The second major element is demanding
responsibility and enhancing opportunity for noncustodial parents. They should be required to pay
child support, and in some cases, offered increased economic opportunities to do so.

CHILD SUPPORT ENFORCEMENT
The options under consideration are listed below:

A Universal and Simplified Paternity Establishment Process

. Require States to immediately seek paternity establishment for as many children born out of
wedlock as possible, regardless 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 2ll cases where children are born to an unmarried mother.
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o
Conduct outreach efforts 2t the Siate and Federal levels to promote the importance of
patzrnity establishment both a3 2 parental responsibility and a right of the ¢hild.
Provide expanded and simplified voluntary scknowledgment procedures.
Streamline the process for contested cases.
Impose clearer, stricter cooperation requirements on parets to both provide the name of the
putative father and verify information so that the father could be located and served the papers
necessary to commence the paternity action. Good cause exceptions would be granted in.
certain cases.

The major options in this area relate (o the role that government programs should play in encouraging
ot requiring mothers and fathers to cooperate and in encouraging States to establish paternity:

Option 1: Deny means-tested benefits to persons whoe have not met cooperation requirements, Good
cause exceptions would be granted in cortain cases.

Option 2: Provide o bonus of $50 more per momh faAFﬂCpaymem 1o cases where paternity I3
established.

Option 3: Reduce Federal match on benefits paid to States which fail to ?szablisk paternity in a
reasonable period of time in cases where the mother has cooperated fully,

Appmpnate Payment Leovels

Establish g National Guidelines Commission to explore the variation in State guidelines snd o
determine the feasibitity of a uniform set of national guidelines to remove inconsistencies
across States.

Establish universal and periodic updating of awards for all cases through administrative proce-
dures. Either parent would bave the option 1o ask for an updated award when there is a
significant changs in circumstance.

Revise payment and distribution rules designed to strengthen families.

Collection and Enforcement

Creats a central registry and cle.armghouse in all States, All States would maintain a State
staff in conjunction with a central registry and centralized collection and disbursement
capability. The State staff would monitor support payments to ensure that child support is
being paid and would be able to impose certain enforcement remedies at the State level
administratively. A higher Federal match rate would be provided to implement new
technologies.

Create s Federal Child Support Enforcement Clearinghouse. This clearinghouse would
provide for enhanced location and enforcement coordination, particularly in intecstate cases,
Frequent and routine matches to various Federal and State databases including IRS, Social
Security and Usnemployment Insurance.

Require routing reporting of all new hires viz national W-4 reporting.  New hives with unpaid
orders would result in immediate wage withholding by the State.

Eliminate most welfara/non-welfare distinctions ia service 0 achiesve broader, suore universal
provision of services,
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- Increase tools for Federal and State enforcement, including more routine wage withholding,
suspension of driver’s and professional licenses and attachment of financial institution
ACCORRLS.

. Enhance administrative power to take many enforcement actions.

. Simplify procedures for interstate coliection.

. Create new funding formula and place emphasis on performance-based incentives.

Gusranteeing Some Level of Child Suppert

Even with the provisions above, enforcement of child support is likely ©0 be unsven for some time to
come. Some States will be more effective at coilecting than others, Moreover, there will be many
sases where the noucustodial parent cannot be expacted o conteibutd much due o low pay or
unemployment. An important question is whether children in single-parent families should be
guaramteed some level of child support even when the State fails to collect it. The problem is
especially acuts for custodial parents who are not on AFDC and trying to make ends moet with a
combination of work and child support. The President has not endorsed child support assurance, and
there is considerable division within the Working Group about its merits,

Optioas under consideration include the following:

Option 1: Advance payment of up t0 350 per child {or $100) per month in child support owed by‘ﬁw
noncustodial parent, even when z&emo:sey&asm:}w been collected, to custodial parest not on
AFDC.
Advance paymenis could not exceed the amount actually owed hy 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 ao income,

Option 2: A system of child support assurance which guarantees minimun payments for all custodial
parents with awards in place.
Minimum payments might exceed the actual award, wztiz government paying the differsuce
between collections and the minimum assured benefit. Guarantesd payments might be tied
work or participation in a training program by the noncustodial parent. Benefits would be
deducted entirely or in part from AFDC payments for those on AFDC.

Optien 3: State demonstrations only,
ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NONCUSTODIAL PARENTS

Under the present system, the needs and concerns of noncustodial parents are often ignored. The
system neads 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 childeen’s lives—not drive
them further away. The child support system, while geting tougher on those that can pay bt 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 tracking of paymeats will avoid build-up
of arrearages. A simple administrative process will allow for downward modifications of awards
when z job is involuntarily lost. But other strategies would also be pursued.
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Ultimately expectations of mothers and fathers should be parallel. Whatever is expected of the
mother should be expected of the father. And 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 they can improve their earnings capacity and maintain
relationships with their 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, a number of steps
,can be taken, Some possible options include:

. Provide block grants 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 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.

LN Conduct significant experimentation with mandatory work programs for noncustodlal parents
who don't pay child support.

Make the payment of child support a condition of other govemmem benefits,
Provide additional incentives for noncustodial parents to pay child support.
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REINVENT GOVERNMENT ASSISTANCE

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

NEED -~ The current welfare system is enormously complex. There are multiple programs with
differing and often inconsistent rules, The complexity confuses the mission, frustrates people seeking
aid, increases administrative cost, confuses caseworkers, and leads to program errors and inefficien-
cies. We have created perverse incentives whereby single-parent families get support, and two-parent
families are ineligible. Partially a3 a result of this complexity, the administrative system now largely
focuses on meeting every detailed Federal requirement and calculating checks quite precisely, If ever
there were a government program that is deeply resented by its customers, it is the existing welfare
system. -

STRATEGY -- The lessons of reinventing government apply clearly here. The goal should be o
rationalize, consolidate, and simplify the existing social welfare system. Creating a simplified system
will be a major challenge, Clearer Federal gonls with greater State flexibility are also critical,
Finally, 2 central Federal role in information systems and interstate coordination would both reduce
waste and fraud and also improve services.

SIMPLAFICATION ACROSS ASSISTANCE PROGRAMS

The simplification of assistance programs at alf Ievels of government has been the “holy grail” of
welfare reform-always sought, never réalized. The reasons are many: different goals of different
programs, varied constituencies, departmental differences, divergent Congressional committee
jurisdictions, and the inevitable creation of winners and losers from changing the states quo, Yot
gveryone agrees that recipients, administratoes, and taxpayers are all fosers due 10 the current
compiexity. There are two basic options for reform:

Option 1: Sinmplify and coordinate rules in existing programs.
Congiderable improvements could be achieved by modifying existing rules in current
programs. Such changes could inchuide the following:

Simplify asset rules and liberalize AFDC rules to conform to food stamps,
Adopt APWA regulstory and legislative proposals, including application, redetermina-
tion, and reporting streamlining.

. Implement 2 reduction of rules and regulations and redsics reporting requirements (o a
minimum.
* Eliminate the 100-hour rule and the quarters-of-work rule in AFDC which exclude

many two-parent families,
’ Base eligibilty for new or expanded programs, such as child care for working
families, on existing program rules such as food stamps.
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. Enhance use of Electronic Beneﬁt Transfer (EBT) tectzmiogy fcr food stamps, EITC
and other benefits with most cash and fo0d aid provided through a single card.

. Change housing subsidies to provide less assistance to a greater number of houssholds
by having housing count for food stamps or by designating part of AFDC as housing
assistance. Also, fresze rents for a fixed period of time after the recipient takes 2 job,

Option 2: Replace existing AFDC xystem with a training and transitional cssistance program finked
closely with food stamp eligibility rules. Strive to bring other aid programs into conformity.

Probably the hardest probiem to solve is the fact that AFDC and food stamps use very
different filing units. AFDC is designed to support children "deprived of parental support® so
it is focused on single parents, it excludes other adult members in the household, it treats
muitiple generation bouseholds as different units, and it excludes disabled persons with 551 or
SSDI income from the unit. Food stamps by contrase, instead defines a filing unit as all
people in the household who share cooking facilities,

This option includes:

. A new training and ransitional assistance program to replace AFDC for all able-
hodied recipients.

. A common set of definitions of filing units, asset rules, intome definitions, and other

rules for food stamps and cash aid, Most definitions wonld conform to current food
stamp definitions. States would set benefit levels and disregards.

. Reguire States to calculate need in the State according 1o a standard procedure and
altow States to decide what fraction of nead would be met.

U Encourage other low-income programs to standardize around the coordinated incoms
and eligibility rules ased i i food stamps and training apd transitional assistance ;wo-
gram.

* (rher improvements from option 1 which still apply including EBT, shoplified rules,
adopting of key APWA simplification ideas, and taxation of benefits.

PERFORMANCE STANDARDS AND STATE FLEXIBILITY

A reformed welfare system requires clear ohjectives to aid policy development and pecformance
measures 1o gauge whether policy intent is being achieved. With unambiguous and measurable
expectations, the Federal role can shift from presceribing what ought to be done to ensuring that the
job is done. The exact methods for sccomplishing program goals are difftcult to prescribe from
Washingion, given varistion in local circumstances, capacities, and philosophies, States and localities
must have the flexibility and resources to achisve the programmatic goals that have been set.

The Federal govermment should transition from being largely prescriptive to one which
primarily identifies and establishes performance standards.,

The Federal government should provide technical assistance to States for achieving these

standards. This has two sspects: 1) 10 evaluate program innovations and identify what is
working; and 2} to assist in the transfec of effsctive strategies.

19



RNEIAL DRAFTFor Discussion Oaly

* There are many issues o be examined through local experimentation and inpovation. To
facilitate this, enhanced walver authority will be granted through a Comumunity Enterprise
Board,

REDUCING WASTE, FRAUD AND ABUSE

Multiple programs, complex regulations, and uncoordinated programs invite waste, some fraudulent
behavior amd some simple ecror.  Too often, individuals can present different information W various
government agencies to claim maximum beaefits with virtuaily no chance of detection. First, the tax,
child support, and weifare systems should be better coordinated. Second, reinventing government
must exploit current and emerging technologies to offer better services targeted more efficiently on
those eligible at less cost.  As a starting point, we should devote resources to the cotreeptualization
and development of a National Benefits Coordination and Fraud Elimination Data Base.
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PROMOTE SELF-SUFFICIENCY

A, FOCUS ON ASSISTING RECIPIENTS TO FIND EMPLOYMENT

B. ENHANCED FUNDING FOR JOBS

C. IMPROVE ACCESS TO MAINSTREAM EDUCATION, TRAINING AND SELF-
EMPLOYMENT OPPORTUNITIES

NEED - The Family Support Act set forth a bold new vision for the social welfare system. AFDC
would be a transitional support program, and the focus would shift from unlimited cash support to a
system geared toward helping people move toward independence.

Unfortunately, the current reality is far from that vision. Part of the problem is resources, States
have been suffering under fiscal-constraints that were unanticipated at the time the Family Support
Act was passed. Most States have been unable to draw down their entire allocation for JOBS because
they cannot find the money for the State match. In 1992, actual State spending totaled only 62
percent of the $1 billion in available Federal funds. Money problems have aiso limited the number of
individuals served under JOBS and, in many cases, limited the services States can offer their JOBS
participants, Participation in the JOBS program - the program designed to move recipients into
training and employment — is around 15 percent of the AFDC caseload nationally.

Another part of the problem involves a lack of effective coordination among the myriad of programs
run by both State and Federal departments of education, labor, and human services. Programs from
different agencies often have conflicting goals, eligibility rules, and requirements. And information
about the fult array of services that people are entitled to is rarely available.

Yet another part of the problem involves the culture of welfare offices. Despite the progress achieved
since the Family Support Act, the AFDC program is still basically a check-writing operation. As
long as the focus of public aid remains writing public assistance checks rather than moving people-
toward pay checks in the private sector, most of the administrative costs and energy of the program
will be dissipated in verification and bureaucracy.

STRATEGY — The strategy is threefold: First, the focus of welfare administration needs to shift
from determining who qualifies for welfare and dispensing checks to those persons, to helping
recipients move toward self-sufficiency through work. More resources need to go to finding jobs and
less to managing eligibility rules. Second, a substantial increase in JOBS funding is needed if we
really expect recipieats to be job-ready and to be employed in the private sector, Increased funding
would also permit States to increase their overall levels of participation in JOBS. Finally, access to
mainstream education, training, and self-employment opportunities must be improved for welfare
recipients,
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FOCUS ON ASSISTING RECIPIENTS TO FIND EMPLOYMENT

{ne of the most important changes we envision is 2 dramatic change in the focus of the welfare
bureaucracy. The mission of the welfare system must become assisting recipients to find
employment, The whole system needs to reflect a new philosophy of mutual obligation: the
Gavernsaent provides through the reformed welfare/work support system the pecessary opportunities,
support services, and incentives to allow individusls to move toward self sufficiency, and the recipient
agrees to accept responsibility for working toward that end. Quality control and audits must be based
on participation rates and cutcome measures. Performance standards should be geared more towand
measures such as loag-térm job placements, rather than merely errors in eligibility determinations;
outcomes rather than process standards. Sanctions would be imposed for persons who fail to meet
JOBS rules (as under current law) or the 2rms of the "contract® they enter into with the State,
Sanctions would gradually increase in severity, and be curable upon compliance, with some additional
State flexibility, Likewise, a State would be prohibited from imposing time limits on participants if it
fuiled to provide the opportunities, services, of incentives it agread w in the contract with the
pamczpm

Options include:

. Expand the Federal Government’s role in evaluation and technical assistance {0 taks a
leadership rols in state-of-the-art evaluation of effective practices, in developing and sharing
effective systems, in developing automated Systems, and in assisting States to redesign their
intake processes to emphasize employment or other work preparstion activities, rather than
eligibility. Fund such activities by a | percent tap on Federal JOBS funds.

. Permit State initiatives that would promote micro-enterprise devalopment, and allow
demonsirations of program rules 10 encourage saving and asset accumulation for future
schooling, home buying, or small business start-up.

» Permit States to provide JOBS services to noncustodial paxems;

. Require all applicants to maintain signed contracts spﬁeifyiné the responsibilities of both the
State agency and the recipient,

ENHANCED FUNDING FOR JOBS

‘This plan envisions a substantial increase in the overall level of participation in JOBS. To make this
possible, additional funding is critical, States currently receive Federal matching funds for JOBS
expenditures up to an amount allocated to thein under a national capped entitlement. The eap was
established at $600 million for FY 1989, increases to $1.3 biliion for FY 1995, and decreases 1o §1
billion for FY 1996 and beyond, The cap needs 10 be increased.

States are also required to expend their own funds in order to receive Foderal matching funds, The
lack of State funds has been a primary barrier to JOBS expansion. The Federal matching rates will
be increased, and a provision included to increase it even ﬁmher if a State’s unemplaymnt tate
exceads a specified target,
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With increased Fedesal resources available, it is reasonable to expect dramatically increased
participation in the JOBS program. Recipients ought to be expected to immediately and continuously
engage in activities 1o promote their moverent to independence. Most new applicants would be
reguired to engage in supervised job search from the date of application for benefits, Rules for what
constitutes active participation need o be revised. The definition of "participation” should be
broadened to include community service, as well as other activities such as parenting/life skills
classes, substance abuss treatment, domestic violence counseling, etc. States must have the flexibility
to determioe in individual cases which activities (job search, education, training, atc.) will be most
effective in helping recipients achieve seifsufficiency.

IMPROVE ACCESS TO MAINSTREAM EINUCATION, TRAINING AND
SELF-EMPLOYMENT OPPORTUNITIES

The mission of the JOBS program will sot be (o0 create a separate education and training system for
welfare recipients, but rather o ensure that they have access @ and information sbout the broad array
of existing programs in the maiustream system. The JOBS program needs to be redesigned to permit
States to integrate other employment and training programs into the JOBS program, and to implement
"one-stop shopping™ education and training programs.  Options include: :

* Faoster linkages with DOL. one-stop shopping initiatives, more effective use of Pell grants, and
other programs,

4 Create 3 training and education waiver board, consisting of the Secretaries of DOL, HHS,
Education, and other interssted departments, with the authority to waive key aligibility rules
and procaedures for demonstrations of a more coordinated education and training system.

. Permit States to integrate other employment and training programs {e.g., Food Stamp

Employment and Training Program) into the JOBS program and to implement “one-stop shop-
ping” education and teaining models,
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TIME-LIMIT ASSISTANCE AND FOLLOW WITH WORK

A, TIME-LIMITED ASSISTANCE
B, WORK
1. Economic Development
2. Work Program Structure

NEED ~ Two out of every three persons who enter the welfare system leave within two years,
Fewer than one in five remains on welfare for more than five consecutive years, For many pearsons
who receive AFDC, the program serves as temporary assistance, supporting them until they regain
their footing. .

However, a signiftcant number of recipients remain on welfare for 2 prolonged period of time. Whils
fong-term recipients represant only a modest percentage of all people who enter the system, they
represent a high percentage of those on welfare at any given time. While a significant number face
very serious barriers to employment, including physical disabilities, others are able to work but are
not moving in the direction of self-sufficiency. Most long-term recipients are not on a track toward
obtaining employment that will enable them to leave AFDC.

STRATEGY - The welfare system would be revamped into two distinet components:

» A transitional assistance program limited to two years and focused on helping recipients move
into private sector iobs, _
* A work program making work opportunities available fo recipients who have reached the time

Himit for teansitional assistance,

Making work pay, improving child suppori enforcement, ensuring universal health care coverage and
expanding aceess to training, sducation and child care should maximize the number of recipients
leaving welfitre within two years, Most of the prople on welfare want @ work, and thess reforms
would give recipients a better chance to find employment and ensure that it makes economic sense to
take 2 job,

Some employable persons would, however, reach the time limit without finding private sector jobs.
A recipient who could not fiad employment after two years of transitional assistance would be
reguired (0 work In retuen for further support. Individuals who reached the time limit would have
access to work assignments, for which they would receive wages rather than a weifare check.

- TIME-LIMITED ASSISTANCE
The time Himit is part of the overall effort (o shift the foous of the welfare system from disbursing

funds to promoting selfsufficiency through work, This time {imit gives both recipient and
caseworker a struciure that encourages sisady progress toward obtaining employment.
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Upon entry into the welfare system, cach person would design, in conjunction with the caseworker, a
contract which would detail the obligations of both the recipient and the State agency., Oblaining
employment would be the explicit goal of each contract,

The contract/case plan would describe the services 10 be provided by the State agency and 8 time
frame for achieving self-sufficiency. This tims frame would vary depending on the skills and the
circumstances of the recipient, but would not exceed two years for employable persons. The case
plan could be adjusted in response to changes in a family's situation,

The system must be sensitive to those who for good reason cannot work, such as individuals who are
physically disabled or ill or who are caring for a disabled child or relative. For those who cannot
work, other expectations would be more appropriate. The case plan would be designed (o, for
example, improve the health status of the fumily, including both adults and children, or stabilize the
family's bousing situation,

States would be permitted to grant extensions of the time Hmit for completion of high school, a GED
program or other education or training program expected (o fead directly to employment. The
number of extensions would be limited to & fixed percentage of the caseload.

Time spemt on a waiting list for the JOBS program would not be counted against the time limit, Io
addition, we would propose the following provisions concerning time limits:

* Allow recipients who have left the rolls to earn additional months of cash assistance for
mouths working and/or not in the welfare system,

. - Require recipients to participate in job search during the period (45-90 days) immediately
preceding the end of the time limit,

. At State option, months in which a recipient worked an average of 20 hours per week {more
at State option) or reported over $400 in earnings would not be counted against the time limit,

WORK

Helping people move from welfare to self-support through work is the primary focus of the
transitional assistance program, However, there will be peopte who reach the time limit without
having found a job, and we are committed to providing these people with the opportunity to work
support their families,

Economic Development

Emphasizing movement into private sector employmomt requires recognition of the reslity thar in
many communities private sector jobs are in very short supply, There is g need, particularly in
distressed areas, © invest in economic development to create jobs, Economic developmest efforts
could inciude the following:

» Integrate the public sector work program with other Adwministration economic development
initiatives, including empowerment zoues and microenterprise loan programs. =~
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. Creats a special equity fund 10 invest in businesses, Community Development Corporations,
non-profits and other sntities which bire the parents of children on welfare (this would include
the AFDC recigient as well a8 the noncustodial parent),

Work Program Struciure
We are considering two options for the structure of the work program:

Option 1: Work for wages.

Wages:

Hours:

Capacity;

Sanctions:

Yob Search:

Qther:

Waiting List:

Participants would be paidl the minimom wage (higher at State option). States would
be mandated to supplement these earnings (possibly with continued AFDC benefits) if
wages were not squal 1o the AFDC benefit for a family of that size with no earned
income.

All work assignments would be for 2 minimum of 15 hours per week (65 hours per
month) and no more than 35 hours per week {140 hours per month). The required
number of hours would be set by the State,

Each State would be required to create 3 minimum number of work assignments, with
the pumber t be based on the level of Faderal funding cecsivad. I the need for work
program positions exceaded the supply, work assignmems would be allocated on 8
first-come, first-served basis.

Wages would be paid for hours worked. Not working the required number of hours
would result in a corresponding reduction in wages, except in instances of illness or a
family emergency. Benefits would not rise to offset the drop in work program earn-
ings.

An individual who refuses an offer of ynsubsidized private sector employment without
good cause would not be eligible for the work program for six months and AFDC
benefits would be calculated as if the job had been taken, The sanction would 2ad

upon sceeptance of a private sector job,

Woark program participants would be required 1o engage in job search either
soncurrently or periodically (i.e., one week every three months, or for a fixed period
after compieting an assigament).

Wages from work program positions would be treated ax earned income with respect
to Worker’s Compensation, FICA and Federal assistance programs. Earnings from
work program positions would not count as earned income for the purpose of the
Barnwd Income Tax Credit, in order to encourage movement into private sector wark,

If the number of recipients subject to the work requirement wete greater than the
number of positions available, recipients who had reached the two-year time limit
would be expected to find voluntesr work in the community for at least 20 hours per
week in order to receive benefits (distinct from wages). States might be reguired ©
absorb a greater share of the cost of cash adsistance for recipients in this'category.
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e Sect slvement. States and focalities would be required to involve the private
secwr oemmumy ergamzamas zzxi arga:zzmi labor by, for example, establishing a joint pub-
lic/private governing board fo oversee operations.  Local Private Industry Councils couid be tappad to
identify and develop unsubsidized private sector jobs,

Supportive Services. States would be regquired to provide child care, transportation and other
supportive services if neoded to enable participation in the work program,

1-Dj pirse ovisions, States would be required to operate their work programs such that
ézspzzeemmt {xf pnbhc sector workers would be minimized. Anti-displacement language is currently
under development.

National Service. All efforts would be made to integrate the work program with the President’s
national angd community servics initiative,



. MWL DRAFT--For Discussion Only
@
CONCLUSION

This welfare reform plan calls for fundamental changes in the current systam of welfure, It seeks to
replace a flawed system with a coherent set of policies that improve the lives of poor children and
their families in ways that reaffirm and support basic values concerning work, family, opportunity and
responsibility. The plan has six key clements:

First, this plan sseks not only to get peopie off welfare, but to keep them from aeeding it in the first
place. We focus on prevention measures, particulariy the prevention of teenage and wnplanned
pregnancies. Thus, the plan calls for increasing resources directed at preventing teen pregnancy,
promoting parental responsibilily and strengthening community institutions to work with at-risk youth,

Second, this plan seeks to significaptly improve the lives of impoverished children and reinforce the
value of work by ensucing that working people are not poor.  The current patchwork system of child
care assistance programs, ail with different eligibility rules and regulations, would be streamiined and,
in some cases, consolidated. Increased resources would be available for subsidies and investments in
the quality of child care. These child care changes would benefit those receiving assistance while in
training or education as well as jow-income working families. The EITC will be delivered on a
timely basis. And bealth reform will reduce perbaps the greatest source of insecurity facing the
working poor. ,

Third, the plan suppons children and reinforces the value of parental responsibility through the
realization of universal paternity establishment, tmproved administration of child support awards, and
tougher child support enforcement. More resourpes will also be dirested towards providing training
and other support to noncustodial parents so that they are botter prepared to meet their child support
obligations,

Fourth, we intend to reinvent public assistance. Simplifying and streansdining the myriad of rules,
regulations and requirements across assistance programs will sigeificantly enhance the ability of
agency staff to refocus their efforts on moving people off welfare. The welfars office will assume a
new mission, serving as an effective link betwoen clients in need of education, training and
employment resources in the community,

Fifth, increasing numbers of welfare recipients will be allowed and expected to participate in activities
leading to employment. Further, welfare cannot go on indefinitely. Expanded education and training
services will be made available to recipients for two years.

Finally, weifare really will be converted into a time limited cash assistance program. Before cash
benefits have heen exhausted, most recipients would have found private sector jobs. But for those
who have not, support would come in the form of community service work--siot welfare,

Together, these policies are not just an end to welfare as it is known today. They represent a new
vision for supporting America’s children and families,
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WASHINGTON

December 2, 18963

MEMORANDUM FOR THE PRESIDENT

FROM: - Bruce Reed
Mary Jo Bane
David Ellwood
THROUGH: Caro}] Rasco
SUBJECT: Draft Discussion Paper on Welfare Reform

The atiached document cutlines draft proposals developed by the Welfare Reform
Working Group. This draft describes the basic direction and lays out key
proposals. 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
previons memo, we believe we can find savings and offsets in entitlement '
programs to fund the proposed changes. Costs, especially over the first five years,
can be relatively easily adjusted hy varying the speed of phase-in. We are
currently working with OMB, Treasury, and HHS 1o lay out options 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 detalls of these
proposals with key members of Congress and Governors. 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 detailed consultation process. You don't
have to decide any of the major questions now. We'll make clear that no decisions
have been made, and many things are still on the table. But you should know
that to gel the feedback we need from our likely allies on this issue, we will have
to run the risk that some detalls may leak ont.

We would be happy 0 meet with you at this stage if you desire. In the coming
weeks, we will provide you with detailed decision memos on the key unresolved
issues alluded {o in this document, with a detailed list of pros and ¢cons. We will
also provide a detailed memo on costs and phase~in options.
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DRAFT DISCUSSION PAPER
HIGHLIGHTS

This paper discusses ideas and options for a plan which fulfills the President’s pledge 1o end welfare
as we know it by reinforcing traditional vatues of work, family, opportunity and responsibility. Noae
of these options has been approved by the President, and the paper is designed 1o stimulate
discussion--not indicate Administration positions. Key features in tns plan are:

Prevention. A prevention strategy designed to reduce poverty and welfare use by reducing
tesn pregnancy, promoting responsible parenting, and encouraging and supporting two-parent
families.

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

Promoting Seif-Sufficiency Through Access to Education andd 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
to one focused on helping people achieve selfisupport and find jobs in the private sector. |
Involving able-bodied recipients in the education, training and cmployment activities they need
to move toward independence. Using a social contract which spells out what their
responsibilities are and what goverament will do in return. Grester Federal funding for the
JOBS program and a reduced State match rate.

Time-limited Welfure Followed By Work. Converting cash assistance to a system with two-
year time limits for those able to work. People still unable to find work after two years
woiild be supported via non-displacing community service jobs~not welfare,

Child Supporr. Drassatic improvements in the child support enforcement system designed to
significantly reduce the $34 billion annual child support collection gap, to ensure that children
can count on support from both parents and to reduce public benefit costs.

Noncustadial Parents. Taking steps to increase economic opportunities for needy
noncustodial parents expected 1o pay child support and 1o belp them become more invoived in
parenting their children,

Simplifying Fublic Assistance. Sigmificant simpiification and coordination of public assistance
programs,

Increased Srare Flexibility Within a Clearer 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.

Deficir Newrral Funding. Gradual phase-in of the plan, fully funded by offsets and savings,
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INTRODUCTION

THE VALUES OF REFORM:
WORK AN RESPONSIBILITY

Ametricans share powerful values regarding work and responsibility. We believe work is central {0
the strength, independence and pride of American families. Yet our current welfare system seems a
odds with these core values. People who g0 10 work are often worse off than those on welfare.
Instead of giving people access to education, training and employment skills, the welfdare system is
driven by numbingly complex eligibility rules, and staff resources are spent overwhelmingly on
eligibility determination, benefit caleulations and writing checks. The very culture of welfare offices
often seems o create an expectation of dependence rather than independence. Simultaneously,
noncustodial parents ofien provide littte or no economic or social support to the children they
narented. And single-parent families sometimes get welfare benefits and other services that are
unavailable (0 equally poor two-parent families, One wonders what messages this system sends to our
children about the value of bard work and the loportance of personal and family responsibility.

This pian calls for a genuine end to weifare ag 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
to mave people from welfare to work and bolster their effonts © support their families and to
contribute to the economy. One focus s on making work pay--by ensuring that people who play by
the rules get access to the child care, healih insurance and tax credits they need to adequately support
their families. The plan also seeks to give people sccess to fraining for the skills they nead to work
in an increasingly competitive labor sarket. But in return, it expects responsibility. Noncustodial
parents must support their children. Those on cash assistance cannot collect welfare indefinitely,
Families somegimes need temporary cash support while they struggle past personal tragedy, economic
dislocation or individual disadvantage. But no one who can work should receive cash aid indefinitely,
After a time-}imited trangitional suppon period, work--not welfare--must be the way in which families
support their children,

These reforms cannot be seen in isolation, The social and economic forces that influence the poor
and the non-poor run deeper than the welfare system. The Administration has undertaken many
closely linked inltiatives 10 spur sconomic growth, improve education, expand opportunily, restore
public safety and rebuild 4 sense of community: worker tr2ining and retraining, educational reform,
Head Start, National Servige, health reform, Empowerment Zones, community development banks,
sommunily policing, violence prevention and more. Welfare reform is a piece of a larger whole, K
is an essential piece.

FROM WELFARE TO WORK

The vision of welfare reform i5 simple and powerful: we must refocus the system of economic
support from welfare to work, However, changing 2 system that has for decades been focused on
caiculating eligibility and welfare payments will be a tall chalienge.  Still, we have already made an
important beginning. The Family Support Act of 1988 serves as 3 blueprint for the futurg—a
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foundation on which 1o build. It 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 place by promoting parental responsibility and
preventing teen pregnancy.

2. Reward people who go to work by making work pay. Families with a fulltime worker
should not be poor, and they ought to bave the child care and health insurance they nex to
pravide basic security through work.

3. Promate work and self-suppornt by providing access to education and training, making cash
assistance g transitional, time-timited program, and expecting adults fo work onge the time
limit is reached, No one who can work should stay on welfare indefinitely.

4. Strengthen child support enforcement so that noncustodial parents provide sapport to thelr
¢hildren. Parents should take responsibility for supporting and 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 2 clear focus on work,

Promeale Parental Kesponsibility and Prevent Teen Pregnancy

1f we are going 10 end long-term welfare dependency, we must start doing everything we can to
prevent peaple 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 miilion annually, We are approaching the point when one out of every three babies in America
will be born 1o an unwed mother. The poverty rate in families headed by an unmarried mother is
currentty 63 percent.

We must find ways 10 send the signal that men and women should not become parents until they are
able to nurture and support their children. We need a prevention sirategy that provides better support
for two-parent famitieg and sends clear signals about the importance of delaying sexual activity and
the need for responsible parenting. We must intensify our efforts to reduce teen pregnancy. Families
and communities must work to ensure that real oppontunities are available for young people and to
teach young people that children who have children face tremendous obstacles to self-sufficiency.
Men and women who parent children must know they have responsibilities.

Make Work Pay

Work is at the heant of the entire reform effort. That requires supporting working families and
ensuring that a welfare recipient is economically better off by taking a job, There are three critical
glements: providing tax credits for the working poor, ensoring 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 squivalent of $6.00 per
hour for a family with two children, Now, we must also simplify advance payment of the BEITC so
that people can receive it periodically during the year, rather than as 2 lump sum at tax time,

We should guarantee health security to all Americans through health reform. Part of the desperate
need for health reform is that non-working poor families on welfare often have better coverage than
working families. | makes no sense that people who want to work have to fear losing health
coverage if they leave welfarg,

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

Previde Access to Education snd Training, Impose Time Limits, and Expect Work

The Family Support Act provided a new vision of mutual responsibility and work: government has a
responsibility (o provide access o the education and training that people nead; recipients are expected
to take advantage of these opportunities and move into work. The leguslation created the Job
Opportunities and Basic Skills JOBS) progeam to move people from welfare to work., Unfortunstely,
one of the clearest lessons of the site visiis and hearings held by the Working Group Is that this vision
is largely unrealized at the local level. The current JOBS program serves only a fraction of the
caseload. The primary function of the current welfare offices is still meeting administrative rules
about eligibility, determining welfare benefits and writing chacks., We must transform the culture of
the welfare bureaucracy. We don't nead a welfare program built around "income maintenance”; we
need 3 program built around work,

We envision a system whiereby people will be asked to start on a track toward work and independence
immediately. Each recipient will sign a social contract that spells out their obligations and what the
government will do in return. We will expand access o education, training and employment
opportunities, and insist on higher participation rates in return, At the end of two years, people still
on welfare who can work but cannot find 2 job in the private sector will be offered work in
comnunity service. Communities will use funds to provide non-displacing jobs in the private, non-
profit, and public sectors. They will form partnerships anwng business feaders, community groups,
organized labor and local government (o oversee the work program. The message is simple:
everybody is expeciad to move toward work and independence,

Exemptions and extensions will be limited. The system must be sensitive 1o those who for good
reason cannot work--for example, # parent who is needed in the home to care for a disabled child.
But at the same time, we should not exclude anyone from the opportunity for advancement.
Everyone has something to contribute.

Enforce Child Support

Our current system of child support enforcement is heavily hureaucratic and legalistic. 1t is
unpredictable and maddeningly inconsistent for both custodial and noncustodial parents. It lets many
noncustodial parents off the hook, while frustrating those who do pay. It seems neither to offer

4
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security for children, nor to focus on the difficuit 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 2 fraction of what could be
goliected is actually paid.

The child support enforcement system must strongly convey the message that both parents are
responsible for supporting their children. Government 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 child support eaforcement, we send an
unambiguous signal that both parents share the responsibility of supporting their children, We
explore strategies for ensuring that single parents can count on regular child support payments. And
we also incorporate policies that acknowlsige the struggles of noncustodial parents and the desires of
many to help support and surture thelr childven, Opportuzity and responsibility ought to apply ©©
hoth mothers and fathers.

Reinvent Government Assistance

At the core of these ideas 1y our commitment to tginventing government. A major problem with the
current welfare system is its enormous complexity, R consists of multiple programs with different
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
aCTOSS Programs,

Waste, fraud and abuse can more easily arise in a system where tax and income support systems are
poorly coordinated, and where cases are not tracked over time or across geographic lncations,
Technology now allows us to create a Federal clearinghouse to ensure that people are not collecting
benefits in multiple programs or jocations when they are not entitled 1o do so. Such a clearinghouse
will alsp allow clearer coordination of the child support enforcement and welfare systems and
determination of which people in which areas sesm 1o have longee or shorter stays on welfare.

Ultimately, the real work of encouraging work and responsibility will happen at the State and local
levels, Thus, the Federal Government must be ¢learer about broad goals while giving more flexibility
over implementation 1o States and focalities. Bagic performance measures regarding work and fong-
term movements off welfare will be combined with broad participation standards. States will then be
expected to design programs which work well for thelr situation.

A NEW BEGINNING

Transforming the social welfare system to one focused on work and responsibility will not be easy.
There will be setbacks, We must guard against unrealistic expectations. A welfare system which
evolved over 30 years will not be transformed overnight., We maust admit that we do not Bave &l the
answers. But we must not be deterred from making the bold and decisive actions needexd 1o create a
system that reinforces bagic values.
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Three features are designed o 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 assistance and information sharing. As one Mtate
or locality finds strategies that work, the lessons ought to be widely known and offered to others.
One of the elements critical to this reform effort has been the lessons learned from the careful
evaluations done of earlier programs.

Second, we propose key demonsteations in each of the plan’s five areas. In each area, we propose
both 2 set of policies for immediate implementation and a set of demongtrations designed 1o explore
ideas for still bolder innovation in the future. In addition, we would encourage States 10 develop their
own demonsteations, and in some cases we would provide additional Federal resources for these.
Lessons from past demonsirations have been central to both the development of the Family Support
Act and 1o this plan, They will guide continuing innovation into the Rature,

Finally, we intend to propose a realistic phase-in strategy, based in part on the level of resources
available. Ideally, high participation requirements and time limits would apply first to people newly
entering the system after legisiation Is enacted, with the rest of the caseload phased in over time.
Some States and cominunities may choose 10 start sooner than others. This phase-in period will
provide ample opportunity to refine the system as lessons from the early cohorts and States inform
implementation for others,

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

We turn now to the specifics of the plan,
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PROMOTE PARENTAL RESPONSIBILITY
AND PREYENT 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 fo end welfare dependency is to eliminate the need for welfare in the first
place. Accomplishing this goal requires not only changing the welfare system, but also involving
every sector of our society in this effort,

Poverty, especially long-term poverty, and welfare dependency are often associated with growing up
in 3 one-parent family. Although most single parents do g 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 10 assume the responsibility of raising children,

Unfortunately, the majority of children born 1oday will spend some time in a single-pareni family,
Teenage birth rates have been rising since 1986 because the trend toward earier sexual activity has
exposed more young women {¢ the risk of pregnancy. Teenage childbearing often leads 16 school
drop-out, which results in the failure (o doquire skills that are needed for success in the labor market,
andl this leads to welfare dependency. The majority of teen mothers end up on welfare, and taxpayers
paid ahout $29 billion in 1921 to assist families begun by a teenager.

STRATEGY — The ethic of parental responsibility is fundamental, No one should bring a child ioto
the world untll he or she is prepared 1w support and nucture that ¢child. We need to implement
approaches that both reguire parental responsibility and help individuals to exercise it

To this end, we propose a three-part strategy. First, we suggest 2 number of changss to the welfare
and child support enforcement systems 0 propiote two-parent families and to encourage parental
responsibility. Some of these options are quite controversial, but we note that they are already being
adopted by a number of States. Second, we seek 10 send a clear message of responsibility and
opportunity and to engage other leaders and institutions in this sffon. Government has a role © play,
but the massive changes in family life that have occurred over the past few decades cannot be dealt
with by government alone, We must not only emphasize responsibility, we must break the cycle of
paverty and provide a more hopeful future in low-income communities. Third and finally, we need
to encourage responsible family planning.

CHANGING THE WELFARE AND CHILD SUPPORT SYSTEMS

Throughowt this deaft paper we etaphasize the responsibility of both parents to suppont their children.
Through an improved child suppart enforcement system and efforts to achieve universal paternity
establishinent, noncustodial parents will be held accountable for providing greater support o their
children. Mothers receiving cash assistance will become better prepared to enter the labor forge
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through required participation in activities intended to increase their employment and earnings
capacity. Through time limits on assistance followed by work, parents will have the incentive to
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 to encourage
responsible parenting and support two-parent families,

Support 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 rules than single-parent
families. Under current 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.

Minor Mothers Live at Home. Second, we propose requiring that minor parents live in a household
with a responsible adult, preferably a parent (with certain exceptions--for example, if the minor parent
is married or if there is a danger of abuse to the minor parent). Parental support could then be
included in determining cash assistance eligibility. Current AFDC rules permit minor mothers to be
“adult caretakers” of their own children. States do have the option under current law of requiring
minor mothers to reside in their parents’ household (with certain exceptions), but 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 their own.

Mentoring by Qlder Welfare Mothers. Third, we propose to allow States to utilize older welfare

mothers to mentor at-risk teenagers as part of their community service assignment. This model could
be especially effective in reaching younger recipients because of the credibility, relevance and
personal experience of older welfare recipients who were once teen mothers themselves. One recent
focus-group study of young mothers on welfare found that virtually all of the parents believed it
would have been better to postpone the birth of their first child. Training and experience might be
offered to 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 henefit, or provide a bonus, based on actions by parents and dependent children to achieve
self-sufficiency. 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 take a holistic approach to family needs in striving to prevent
intergenerational dependency as well as assisting current recipients to get off welfare.

In addition, the following option is under consideration:

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

parents already on AFDC if the State ensures that parents have access to family planning services.
Non-welfare working families do not receive a pay raise when they have an additional child,
even though the tax deduction and the EITC may increase. However, families on welfare
receive additional support because their AFDC benefits increase 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 z child is conceived while the parent is on welfare, The
message of responsibility would be further strengthened by permitting the family to earn more
or receive more in child support without penalty as a substitute for the awtomatic 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 @ prevention strategy. For the most pant, the disturbing social trends that
tead 10 weltfare dependency are not caused by the welfare system but reflect a larger shift in societal
mores and values. Individoals, community organizations and other governmental and non-
governmental imstitations must, therefore, all be engaged in sending a balanced message of
respansibility and opportunity. Many Administration indtiatives already underway are intended 1o
increase opportunity for children and youth, including Head Start increases, implementation of family
preservation and support legisiation, 2 major overhaul of Chapter 1, development of School-1o-Work
and an expansion of Job Corps. In addition 1o these building blocks, the following could be adopted
to focus more oo children and youth, especially those in high-risk situations:

Community Support. We should chaflenge all Americans, especially the most fortunate, to work one-
on-one with at-risk children and adults in disadvantaged neighborhoods. We recommend working
with the Corporation on National and Community Service to extend a wide variety of prevention
oriented programs employing velunteers—-rather than paid employees--at the neighborhood and
community level. This effort could include programs such as Big Brothers/Big Sisters for atrisk
children and mentoring for adults at risk of welfare dependency.

National Campaign. We propose that the President lead 2 national campaign against teen pregnancy,
which involves the media, community organizations, churches and others in 3 concerted effort to -
instill responsibility and shape behavior.

Demonstrations. We also propose to conduct demonstrations for local communitiss to stimulste
neighborhood-based innovation. The purpose of theas demonstrations would be o provide
comprehensive services to youth in high-risk neighborhaods which could help change the environment
as well as provide more direct support services for these vouth, Effors to coordinate existing
services and programs would provide greater support for at-rigk youth, as well as make the best use
of Federal funds. Communities 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
students with attendance and behavioral problems and for refecral to and cooperation with
comprehensive service programs which address the family as a unit, Early indications of high rigk
for teenage childbearing and other risky behaviors, such as substance abuse, inciude schoel absence,
academic failure and schoel bebavioral 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 1o comprebensive service providers. Schools would be
responsible for appropriste follow-up 1o ensure that appropriate education or training opportunities are
available to these youth,

ENCOURAGING RESPONSIBLE FAMILY PLANNING

Abcut 35 percent of all births result from unintended pregnancies, and the percentage is much higher
for teen parents. Yet, funding for family planning secvices declined by approximately 60 percent in
constant dollars over the last decade, This proposal strives to ensure that every poténtial parent is
given the opportunity to avoid unintended births through responsible family planning.

Health Initigtives. In the President’s health care reform proposal, family planning, including
prescribed contraceptives, is part of the overall benefit package available to 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, a major source of primary care
{including family planning and pre-natal care}, is expanding. Also, traditional public health efforts
through Title X and the Maternal and Child Health Block Grant will continue,

Demonsirations. We would also propose to conduct demonsirations t link family planning and other
critical health carg 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 access to appropriate family planning services for these recipients and

other low-income Individuals.
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MAKE WORK PAY

CHILD CARE FOR WORKING FAMILIES

ADVANCE PAYMENT OF THE EITC

{THER SUPPORT FOR WORKING FAMILIES
1. Work Should Be Better than Welfare
2. Demonstrations

owp

NEED -- Even full-time work can leave 2 family poor, and the situation has worsened as real wages
have declined significantly over the past two decades. In 1974, some 12 percent of full-time, full-
year workers earned too lintle o keep a family of four out of poverty, By 1992, the figure was 18
percent. Simultaneously, the welfare system sets up a devastating array of barriers 1o people who
receive assistance but want to work, It penalizes those who work by taking away benefits dollar for
dollar, it imposes arduous reporting requirements for those with earnings, and it prevents saving for
the future with 2 meager limit on assets. Moreover, working poor families often lack adeguate
medical pratection and face sizable child care costs. Too ofien, parents may choose welfare instead
of work 1o ensure that their children have health ingurance and receive child care. Hf our goals are to
encourage work and independeace, to help families who are playing by the rules and (w0 reduce both
poverty and weifare use, then work must pay.

STRATEGY -- Three of the major elements that make work pay are working family tax cradits,
health reform and child care. The President has already launched the first two of these, A dramatic
expansion of the Earned Income Tax Credit {(EITC) was enacted in the last budget legisiation. When
fully implemented, it will have the effect of making a $4.25 per hour job pay nearly $6.00 per hoor
for a parent with two or more children, The EITC expansion is a giant step toward ensuring that a
family of four with 2 full-time worker wili no fonger be poor. However, we still must find better
ways to deliver the EITC on a timely basis throughout the year. Ensuring that all Americans can
count on health insurance coverage is essential, amd we expect the Health Security Aot will be passed
next year.

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

CHILD CARE FOR WORKING FAMILIES

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

The Federal Government subsidizes child care for low-income familiss through the title IV-A

entitlement programs (JOBS Child Care, Transitional Child Care, and At-Risk Child Carej and the
Child Care and Developmam Block Grant, Middle- and upper-income people benefit from the

H



H t DRAFT--For Discussion Only

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 i3 based on money
already speat on child care, it is not now helpful to low-income families.

The welfare reform proposal should have the following goals related 1o child care: 10 increase
funding so that both those on cash assistance and working famiilies are provided adequate child Care
support, o ensure childrea safe and healthy environments that promote child development, and 0
¢reate @ more consolidated and simplified child care system. Our plan includes the following
strategies to achieve these goals:

Maintain IV-A Child Care. We propose to centinue the current IV-A entitlement programs for cash
assistance recipients, These programs would sutomatically expand o accommodate the increased
demand created by required participation in education, training and work.

Expand Child Carg for Low-Income 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 fow level and States have difficulty
using it because of the required State match. We propose to expand this entitlerent program and to
reduce the barriers which impede States’ use of it,

Maintain Child Care Developmen;s Block Grant. 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.

2 Rulg - __ A grarms. For all three of the ahove strategies, we would
requtre States to ensure seamess coverage far persons who leave welfare for work. The requirement
for health and safety standards would be made consistent gcross these programs and would conform to
those standards specified in the Block Grant program, States will be required to establish shiding fee
scales. Efforts will be made o facilitate linkages batween Head Start and child care funding streams
t¢ enhance quality and comprehensive services.

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

z How much new tnvestment in child care is reasonable? Significant new investments are
essential to ensure thar both AFDC families and the working poor can access safe and
affordable care. We need ta assess how much expansion of child care Jor the working poor
can be gfforded.

2, Should we reduce further, or eliminate, the State match reguirements for child care for the
working poor under the IV-A emitlements? The welfare reform initiative will put greater
demands on Stazres 1w ensure Child care for those entitled under the Fomily Support Act.
Reducing or eliminating the mach rate requirements for providing child care support to the
working poor would provide & sirong incentive for Stutes 1o fand child care for fomilies
transitioning from welfare or at risk of entering welfare.

12
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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 sifll would not have the up-front money o pay
Sfor chiid care; therefore, It should only be considered in tandem with other proposals.

SIonsts $. We also propose to create two demonstration programs. One would allow a
5p~ecife(§ wmber of States to use IV-A funds to provide comprehensive services to children in IV-A
¢hild care programs and linkages to Head Start.  Since the greatest idemtified shortage of ¢hild care is
infant care, the second demonstration would focus on increasing the supply of infant care and
enhancing its guality in a varisty 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 a5 fong as 18 months 1o see the rewards of their efforts, Many others either fail 10 submit tax
returns of fail to claim the credit on the rewrmn,

Asn essential part of making work pav Is diswributing the EITC in regular amounts throughout the
year. To reduce the danger of overpayments, the credit could be partially paid on an advance basig
with the remainder paid as a bonus at the end of the year afier filing a tax retorn.  Advance payment
fosters positive work incentives because it provides an additional source of periodic and regular
income 10 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 low-income workers who may experience cash-flow problems and who need the
EITC on an ongoing basis to improve their standard of living,

Strategies o expand the effectiveness of the EITC iivlude:

. Expanded use of employer-based advance payments, particolarly sending W-5 formis and
information to all workers who received an EITC in the past year,

* Automatic calonlation of EITC by the Internal Revenue Service (IRS). On the basis of
information on individua! tax returns, the IRS would automatically caleulate the EITC amount
and refund the payment to the family.

» Joint administration of food stamps and EITC 1o 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 neads to be addressed 1o adequately encourage work and support the working poor-

ensuring that work is always better than weifare. Several options for achieving this goal are listed
below. We also sugpest demonstrations of innovative ideas.

13
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Work Shovld Be Better than Wellare

‘The combination of the EITC, health reform and child care will largely ensure that people with fewer
than three children can avoid poverty with 2 full-time, full-vear worker. But full-time wotk may not
always be feasible, especially for single mothers with very young children or children with special
needs. However, in combination with support from the noncustodial parest, the EITC, sod other
government assistance, earnings from half-time (o three-quarters-time work should allow most single-
parent families to escape poverty.

Nevertheless, for larger families and in high-benefit States, welifare may still pay better than work, In
addition, in many instances welfare is reduced by one dollar for each dollar of additional sarnings,
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 half-time ought
to always be better off than families who are receiving welfare in which no ooe is working. If this
goal were accepted, there would be four options for achieving it:

Option 1. Allow {or require} Srates 1o supplement the ETTC, food stamps or housing benefits for
working families when work pays less than welfare,
States could suppiement existing EITC, food stamp or housing benefits, Already some Siates
have their own EITC. In most cases, a 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.

Option 2: Allow {or reguire) States to continue 1w provide some AFDC/cash assistance to working
Jamilies.
One straightforward way 10 ensure that part-time work is better than welfare is to allow or
require States to continue 1o provide some cash aid to part-time workers, This could be
accomplished by simplifying the existing earnings disregards in the AFDC program, by
eliminating their time-sensitive nature, and by not Coutiting manths towards a time limit if the
adults were working at least part time.

Option 3. Use advance child suppors payments or child support ussurance {See the child suppors
enforcement section for more deiails).
Ensuring that women with child support swards in place get some child support through
advance payments or child support assurance could effectively guarantee that even single
parents who work 2t least half time can do better than welfare with 3 combination of EITC
and child support.

Option 4: Allow Stares to maich some portion of the earsings of reciptents and place the money in

Individugl Development Accounts (1DAs) to be used 1 finance Investments such as education,
fraining, or purchase of a car or home.

14
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Demonstrations
In addition, a serizs of demonstrations could be adopted to test ways @ further support low-incoms
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 accass to food stamps,
«hild 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 alse be available.

S empioyme part. There would be demonstrations of alternative ways to
provlde Suppﬂn 10 iaw~mcome famxizes who experience unemployment. Low-paying jobs are
often short-lived, and low-income families often do not qualify for Unemployment Insurance
(Ul). They may come onto welfare when they need only very short-ferm economic aid.

Fronc-End Emergency Assistance. One example is a component of the AFDC program in
Utsh which provides diversion grants upon apphication 10 some recipients who have lost a job,
Based on a caseworker's assessment of the individual’s family situation, a one-time payment
is provided 1o prevent the family from becoming pant of the long-term caseload.
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PROVIDE ACCESS TO EDUCATION AND TRAINING,
IMPOSE TIME LIMITS, AND EXPECT WORK

A, ENMHANCING THE JOBS PROGRAM

1. Immediate Focus on Work and Participation in JOBS

2. Expanding the I0BS Program

3. Integrating JOBS and Mainstream Education and Training Initiatives
B. MAKING WELFARE TRANSITIONAL
c. WORK

I. Administrative Structure of the WORK Program

2. Characteristics of the WORK Assignments

3. Economic Development

NEED - AFDC currently serves as temporary assistance for many of it recipients, supporting them
until they regain their footing. Two out of every three persons 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 prolonged period of time,
While long-term recipients represent only a modest percentage of all people who enter the system,
they represent a high percentage of those on welfare at any given time. While 3 sigaificant number
of these persons face very serious barriers to employment, including physical disabilities, others are
able 16 work but are not moving in the direction of self-sufficiency. Most long-term recipionts are
not on 2 track to obtain employment that will enable them (o leave AFDC.

STRATEGY - Changing the focus of the welfare system from determining eligibilily and writing
checks 10 helping recipients achiove selfsufficiency through aicess 1o education and training and,
ultimately, through work demands a major restructuring effort.  Our plan for revamping the welfare
system has three elements:

{1) Enhancing the JOBS program to make it the centerpiece of 2 welfare system focused on
promoting independence and self-sufficiency.

{#} Making welfare transitional so that those who seek assistanice get the services they need to
become self-sufficient within two years,

{3y Providing work 10 those who reach the time Himit for transitional assistance withowt 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 independsnce through work
and would immediately thereafter begin taking the steps toward self-sufficiency laid out in the plan.
Theough sxpanded access to education and training, recipients would obtain the skills needed © 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 foliow 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, private or non-profit sectors to 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
1988 set forth s bold new vision for the social welfare system: AFDC was 10 become a transitional
support program whose mission would be helping people move toward independence. The JOBS
program was established to deliver the education, training and other services needed 0 enable
recipients 1o leave welfare,

Unfortnately, the current reality is far from that vision, Part of the problem is regources, Another
part is the absence of effective coordination 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 trus welfare reform.  From g system focused on
check-writing and eligibility determination, we must create one with 4 new mandate: to fulfill the
promise of the Family Support Act by providing both the services and the Incentives 1o help recipients
move toward self-sufficiency through work.

Strong Federal leadership in steering the welfare system in this new direction will be critical,  To
this end, we propose to:

(1) Structure the welfare system so that applicants, from the moment they enter the system, are
focused on moving from weifare to work Gwough participation in programs and services
designed to enhance employability.

{2) Dramatically expand the JOBS program through increased Federal funding, an enhanced
Federal match rate and higher participation standards,

(3) Improve the coordination of JOBS and other education and raining initiatives,

Immediate Focus on Work and Participation in JOBS
The structure of the welfare system would be changed 1o clearly communicae 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 State in developing and following an
employability plan leading to self-sufficiency, and the State agrees 1o provide the services called for in
the employahility plan.

Upn-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, each person, in conjunction with his or her
casewarker, would 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 o have very different levels of work experience, sducation and skills.
Accordingly, their needs would be met through a variety of activities: job search, classroom learning,
on-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 excesd two years for those who could work,

Employability plans would be adjusted in respouse to changes in a family’s situation.

Narrower Exemption Criteria. We recognize that some who seek transitional assistance will, for
good reason, be unable to work. Persons in this category could inciude individuals who are disabled
or seriously ill or who are caring for a disabled or seriously il refative. The current criteria for
exemption from the JOBS program would, however, be narrowed, Parents of young children, for
example, would be expected to participate, The question of participation requirements for
grandparents and other relatives caring for dependent children is under study,

anded Defin Pas .- AS s00n as the employability plan s developed, the
recrp:em wOuld be expec!eé o wmii in the JOBS program and to engage In the activities called for in
the employability plan. Enhanced Federal funding would be provided 1o accommodate this dramatic
expansion of the JOBS program. The definition of satisfactory participation in the JOBS program
would be broadened to include substance sbuse treatment and possibly other activities such as
parenting/life skills classes or domestic violence counseling if they are determined to be important
preconditions for pursuing employment successtully,

angtions.  Sanctions for falure to follow the enployability plan would be at least as strong as the
sanctions under current jaw,

Expanding the JOBS Program

Ingreased 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 to an amount allocated to them under a national capped entitlement. The cap
neads 10 be increased.

nhane ch.  States are currently required to share the cost of the JOBS program with the
f“ederai G{}vemmeaz Seates have, however, been suffering under fiscal constraints which were not
anticipated at the time the Family Support Act was enacted. This shontage of State dollars has been a
major ohstacle to delivery of services through the JOBS program.  Most States have been 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 problems have
limited the number 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 doliars, the Foderal match

18



M DRAFT--For Discussion Only

rate wounld be increased. The match rate could be further increased for a particular State if its
premployment rate exceeded a specified level,

3! e § atiop. With increased Federal resources available, it is reasonable to
expect dramaizﬁ&iiy z:zcreaseé ;zamcz;;a:sozs in the JOBS program. Current law reguires 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.

Federal Leadershin. The Federal role in the JOBS program would be to provide training and
technical assistance to help States make the program changes called for in this plan. Federal funds
would be used 1o train eligibility workers to become maore effective caseworkers. Through technical
assistance, the Federal Government would encourage evaluations of State JOBS programs, help
promote 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 percent of
Federal JOBS funds specifically for this purpose,

Federal oversight of the welfare bureaucracy would change to reflect this pew mission as well.
Quality control and audits would emphasize performance standards which measure outcomes such as
long-terns 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 aducation and training system for weifare
recipients, but rather 1o ensure that they have access to and information abowt the broad array of
existing training and education programs.

Among the many Administration initiatives which should be coordinated with the JOBS program are:

* National Service. HHS would work with the Corporatien for National and
Community Service to ensure that JOBS panticipants are able to take full advantage of
national service as 2 road o independence.

. Sehonl-o-Work., HHS would work to make participation requirements for School-to-
Work and for the JOBS program compatible, in order 1o give JOBS panticipants the
opportunity to access this new initiative.

» One-Stop Shopping. The Department of Labor would consider making some JOBS
offices sites for 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. I particular, HHS
would work with the Department of Labor o improve coordination between State JOBS and Job
Training Partnership Act JTPA) programs. We would also encourage the development of training
programs to prepare people to take advantage of the many jobs that would be available in the
expanded child care system.

1%



DRAFT--For Discussion Only

The plan would make it easier for States © integrate other employment and training programs (e.g.,
the Food Stamp Employment and Training Program) with the JOBS program and to implement “one-
stop shopping™ education and training models. Specifically, we would create, perhaps under the acgis
of the Community Enterprise Board, a training and education waiver board, comisting of the
Secretaries of Labor, HHS, Education and other interested Departments, with the authority 1o waive
key eligibility rules and procedures for demonstrations of 2 more coordinated aducation and training
system.

MAKING WELFARE TRANSITIONAL

People seeking help from the new transitional assistance program would find that the expectations,
opportunities and responsibilities have dramatically changed from those in the present welfare system.
The focus of the entice 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 1o shift the focus of the welfare
gystem from issuing checks to promoting work and self-sufficiency. The time fimit gives both
tecipiont and case manager a structurs that necessitates cominuous movement toward Rulfilling the
objectives of the employability plan and, eltimately, finding 3 job.

Two-Year Limit. A recipient who is able to work would be limited to 2 cumulative total of two
years of transitional assistance. Those unable to 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 45-50 days of
transitional assistance.

Any period during which a State failed to substantially provide the services specified in a participant’s
employability plan would not be counted against the time limit,

At Suate option, months w which 2 recipient worked an average of 20 hours or more per week or
reported over 3400 in earnings would alse not be counted against the time limit.

Extengions,  States would have flexibifity to provide extensions in the following circumstances, up ©0
a fixed percentage of the caseload:

. For completion of high school, 3 GED or other training program expecied to lead
directly to empioyment. These extensions would be contingent on satisfactory
progress toward attaining a diploma or pompleting the program.

» For post-secondary education, provided participants were working at least part-time
{i.¢., in a work/study program).

. For those who are seriously ill, disabled, taking cdre of a seriously ill or disabled
<hild or refative, or otherwise demonstrably unable to work.
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o ity 4 Assistance.  Under the plan, the time Hmit would be renewable, persons who
had Zeft we!fare for wark wauf& earn manths of etigibility for future assistance for months spent
working and not on assistance,

WORK

The redesigned welfare system would be designed to maximize the number of recipients who leave
welfare for employment before reaching the time limit for transitional assistance, There will,
however, be people who reach the time limit withoat having found a job, and we are cormmitted 1o
providing these people with the opportunity 10 work 1o support their families,

Each State would be required to operate a WORK program which would make paid work assignments
(hereafter WORK assignments or WORK positions) available 1o recipients who had reached the time
limit for cash assistance.

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

Administrative Structure of the WORK Program

Eligibility. Reciplents who reach the time limit for transitional assistance would be permitied to
enroil in the WORK program. However, an individual who refuses an offer of full- or part-time
employment outside the WORK program without good cause would not be eligible for the WORK
program for six months, and any cash benefits would be calculated as if the job had been taken, The
sanction would end upon acceptance of a job outside the WORK program.

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

Elexibility. States would have considenable flexibility in operating the WORK program. For
example, they would be permitted tor

* Subsidize not-for-profit ar private sector jobs (for axample, through expanded use of
on-the-job training vouchers).

o Give employers other financial incentives to hire JOBS graduates,
. Provide positioans in puhlic sector agencies.
. Encourage microenterprise and other economic development activities,
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(o
. Execute performance-based contracts with private {firms such as America Works or
not-for-profit organizations o place JOBS graduates.

. Set up community service projects employing welfare recipients as, for example,
heaith aides in clinics located in underserved communities,

S.apacity. Each State would be required 1o ¢reate 2 minimum number of WORK assignments, with
the number (0 be based on the level of Federal funding received. If the number of people noeding
WORK positions exceeded the supply, WORK assignments, as they became available, would be
affocated on a first-come, first-served basis,

Waiting Lis{. Reciplents on the waiting list for a WORK position would be expected to find
voluntegr work in the community a1, for example, 3 child care center or community development
corporation, for at Isast 20 hours per week in order to receive benefits {distinet from wages), Sates
might he required to absorb g greater share of the cost of cash assistance (o persons on the waiting
list,

Administration. States and localities would be required to involve the private sector, community
organizations and organized fabor in the WORK program. For example, joimt public/private
governing boards or local Private Industry Couacils might be given rolas overseeing WORK
programs.

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

Supportive Services. States would be requived 10 provide child care, transporistion and other
supportive services if needed to enable individuals to participate in the WORK program,

Job Search. Persons in the WORK program would be requirsd o engage in job search,

An important question remains as to whether States should be aliowed to place limits on the ot
fength of time persons would be permitted to remain in the WORK program.

One option would be to allow States to reduce cash benefits, by up tor a certain percentage, 1o persons
who had been in the WORK program for a set period of time and were on the waiting list for a new
WORK position, States would only be permitied to reduce cash assistance 10 the extent that the
combined value of cash and in-kind benefits did not fall below a mininsunt level (@ fixed percensage of
the poverty line).
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Characteristics of the WORK Assignmenis
Wage. Participants would be paid the minimum wage {or higher 3t State option).

Hours. Each WORK assignment would be for 3 minimuom of 15 hours per week (&5 hours per
month) and nio more than 35 hoors per week (150 hounrs per month). The number of hours for cach
position would be determined by the State.

Not Working. Wages would be paid for bours wotked. Not working the set number of howrs for the
position would result in 2 corresponding reduction in wages,

Type of Work. Most of the jobs, whether private or public sector, are expected to be entry-level but
should nonetheless be substantive work that enhances the participant’s employability. Programs
would be encouraged (o focus their efforts on developing WORK positions in occupations which are
carrently in demand andfor which are¢ expected 1o be in demand in the near future.

Treatment 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 earned income for the purpose of the Earned Income Tax Credit
(EITC), in order fo 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 to hours and wages, but States would otherwise be granted
considerable flexibility concerning the form of these WORK assignments,

Under the WORK program as described above, participans would work for wages. Described below
is a different rype of WORK program, uscler which persons who had reached the twoyear time Himit
Jor cash assistance would work for benefis,

Option: Permit a State 1o enroll all or a imited number of the recipients who hod reached the two-
year time limit in community work experience program (CWEP] positions, as opposed 10 paid WORK
assignments, These CWEP positions would take the following form:
Benefits. Farticipants would be required to work in order 1o continue 1o receive cash
assistance. The check received by the participant would be treared as benefits rather than
earnings for any and all purposes,

Hours. The required hours of work for participants would be calculated by dividing the
amount of cash assistance by the minimum wage, up 1o a maximum of 35 hours a week.

. At State option, the omount of the child support order could be deducred from
the cash benefit for the purpase of calculating hours. A delinguent non-custodial parent could
be required to work off the child suppors arrecrage in a CWEP position,

Sanctions. Foilure 10 work the requived number of hours would be accompanied by sanctions
similar to those for non-participation in the JOBS program--a reduction in cash assistance.
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)
Economic Development Qﬁ
Emphasizing movement into private sector employment requires that serious attention be paid
investment and economic development in distressed communities to expand job opportunities and
stirnulate economic growth, Increasing capital investment could expand the sustainzble private
employment opportunities for graduates of the JOBS program. Strategies 1o promote savings and
accumuliation of assels are also key 10 helping recipients escape poverty through wirk.

Community Revelopment. Initiatives that are under consideration to ensure that JOBS graduates are
able to take full advantage of the Administration’s community development initiatives include:

» Providing enhanced funding through the Community Development Bank and Financial
Institutions proposal (0 support the development of projects that create work and self-
sraployment for JOBS graduates,

s Increasing the number of microenterprises by allocating additional funds o the Small
Business Administration’s Microloan and other programs for set-asides for JOBS
participants.

. Ernhancing HHS job development programs which provide grants to community-based

economic development projects to provide work for JOBS graduates.

. Ensuring that JOBS graduates are able to 1ake advantage of the opportunities which
would be created through the Administration’s commitment to enterprise communitics
and Empowerment Zones.

i Al : : ent. W would also propose the f{}li{}mﬁg sieps to encourage people
re&&zvzag zraaszzwmi assistance to save money and accumulate assets, in order 1o help them escape
poverty permanentiy:

. Raising bath the asset limit for eligibility for cash assistance and the limit on the value
of an automobile. Consideration weuld be given to exempiing, up to a certain
amount, savings put aside specifically for education, purchasing a home or starting a
business.

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

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

NEED — The typical <hild bora in the U.S. today will spend time in a singie-parent home. Yet, the
evidence is clear that children bensfit from interaction with two supportive parents. Single parents
cannot he expected to do the entire job of two parents.  If we gannot solve the problem of child
support, we cannot possibly adeguately provide for our children.

In spite of the concerted efforts of Federal, State and local governments to establish and enforce child
suppart orders, e current system fails fo ensure that children receive adequate support from both
parents. Recent analyses suggest that the potential for child support collections exceads $47 billion.
Yei only $20 billion in awards are currently in place, and only $13 billion is actually paid. Thus, we
have a potential collection gap of over $34 billion a year,

The problem is threefold: First, for many children & child suppont order is never established,
Roughly 37 percent of the potential collection gap of $34 billion can be traced to cases where no
award is in place. This is fargely due to the failure to establish patemnity for childeen born out of
wedlock. Second, fully 42 percent of the potential gap can be traced to awards that were either set
low initially or never adjusted as incomes changed, Third, of awards that are established,
government fails to collect any child support in the majority of cases, accounting for the remaining
21 percent of the potential collection gap.

STRATEGY - There are two key elements within this section. The first mafor element involves
aumerous changes to improve the existing child support enforcement system. For children to obtain
more support from their nongustodial parents, paternity establishment must be made more universal
and should be completed as soon as 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
eoliections and dishursements which can be coordinated with other States; enhanced tools will be
avaifable for Federa] and State enforcement. A major question remains regarding the possibility of
providing some minimum level of obild support. The second major element is demanding
responsibility and enhancing opportunity for noncustodial parents. They should be required to pay
child support and in some cases, should be offered increased economic opportunities to help them do
50.
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CHILD SUPPORT ENFORCEMENT
Components of the improved child support enforcement system are)

A Universal and Simplified Paternity Establishment Process

. Require States to immediately seek paternity establishment for as many children born out of
wedlock as possible, regardiess of the welfdrs or income status of the maother or father.

. Establish performance standards with incentive payments and penalties, State performance
would be based on all cases where children are born to an unmarried mother.

. Conduct outreach efforts at the State and Federal levels to promote the impaortance of
paternity establishment both as a parental responsibility and a right of the child.

* Provide expanded and simplified voluntary acknowledgment procedures,

» Streamline the process for contested cases.

. Impaose clearer, stricter cooperation reguirements on mothers o provide both the name of the

putative father and verifizble information so that the father can be located and served the
papers necessary to commence the paternity action. Good causs exceptions would be granted,

The maior options in this area relate to the role that government programs should play in encouraging
or requiring mothers and fathers 1o cooperate and in encouraging States to establish paternity:

Option; Provide a bonus of $50 per month in additional AFDC paymenss to mothers if paternity for
the child has been established (instead of the 350 passthrough under current law).

Option: Deny cenain government benefits to persons who have not met coopergtion reguirements.
Guod cause exceprions would be gramed,

Option: Reduce Federal morch on benefits pald 10 Staves which fail 1o esiablish paternity in a
reasonable period af time in cases where the mother has cooperated fully.

Appmprrlate Payment Levels
Establish a National Guidelines Commission to explore the variation in State guidelings and to
determine the feasibility of a uniform set of national guidelines to remove inconsistencies
across States. :

. Establish universal and periodic 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

* Create a cemtral registry and clearinghouse in all States. Al States would maintain a central
registry and centralized collection and dishursement capability. States would monitor support
payments to ensure that child support is being paid and would be able to impose certain
enforcement remedies at the State level administratively, A higher Federal match rate would
be provided to implement new technologies.

. Create a Federal chiid support enforcement clearinghouse, This clearinghouse would provide
for enhanced location and enforcement coordination, particularly in interstate cases. There
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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 IRS income and asset information would be expanded.

. Require routine reporting of all new bires viz national W4 reporting.  New hires with unpaid
orders would resuit in immediate wage withholding by the State.

. Eliminate most welfarefnon-welifare distinctions to achieve broader, more universal provision
of services.

» Increase tools for Federa) and State enforcement, including more routine wage withhelding,
suspension of driver’s and professional licenses and attachment of financial institution
ACCOBDLS.

* Eshance administrative power to lake many enforcement actions.

Simplify procedures for interstate collection,

» Create a new funding formula and place an emphasis on performance-based
incentives,

» Reinvest State incentive payments in the child support program.

Providing Some Minimuin Level of Child Support

Even with the provisions above, enforcement of child support is likely 10 be uneven for some time o
come. Seme States will be more effective at collecting than others, Moreaver, there will be many
vases where the noncustadial parent cannot be gxpected to contribute much because of low pay or
unemployment. An important guestion is whether children in single-parent families should be
provided some minimum fevel of child suppont even when the State fails 1o ¢ollect it, The problem is
especially acute for custodial parents who are not on AFDC and are irying to make ends meet with a
combination of work and child sepport. The President has not endorsed Child Support Assurance,
ardd there is considerable division within the Working Group about #ts merits,

Options under consideration include the following:

Oprion 1 Advance payment to custodial parents not on welfare of up to 350 (or $100) per child per
month in child support owed by the noncustodial parens, even when the money has not yet been
colizcted.
Advance payments could not excead 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 no income.,

Option 2; A system of Child Support Assurance which insures minimum payments for ail custodial
parents with awards in place.
Minimum payments might exceed the actual award, with government paying the difference
between collections and the minimum assorad benefit. States might experiment with tying
guarantged payments to work or partigipation in a training program by the noncustodial
parent. For those on AFDC, Child Support Assurance benefits would he 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 suppont enforcement system, Cost projections
would also have o be met before additional Siates could be added.

Option 3: State demonstrations only, of ane or both of the above opilons.
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ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NONCUSTOBJAL PARENTS

Under the present system, the needs and concerns of noncustodial parents are often ignored. The
system neads 10 focus more aitention on this population and send the message that "fathers maner®,
We ought to encourage noncustodial parents {o 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 1o those noncustodial parents who show regponsibility toward their
children. Some elements described above will help. Better enforcement of payments will avoid
build-up of arrearages. A simple aUministrative process will allow for downward modifications of
awards when a job is involuntarily fost. Other strategies would also be pursued,

Uhimately, 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 thelr earnings capacity and
maintain relationships with their children, they will be 4 source of both financial and emotional
SUpport.

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

. Provide block grants o States for access- and visitation-related programs, including mediation
{(both voluntary and mandatory}, counseling, education, and enforcement.
. Reserve a portion of JOBS program Runding for education and training programs for

noncustodial parents.
. Make the Targeted Jobs Tax Credit {TITC) available to fathers with children receiving food

stamps,

. Experiment with a variety of programs in which men who participats in employment or
training activities do not build up arrearages while they participste.

. Conduct significant experimentation with mandatory work programs for noncustodial parents

who do not pay child support.
Make the payment of child support a condition of other government henefits,
Provide additional incentives for noncustodial parents 1o pay child support,
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:
REINVENT GOVERNMENT ASSISTANCE

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

NEED - The current welfare system s snormously complex, There are multiple programs with
differing and often inconsistent rules. The complexity confuses the mission, frusicates people seeking
aid, confuses caseworkers, increases administrative costs and jeads 1o program errors and inefficien-
cies. In addition, the web of Faderal-State-local relations in the administrative system largely focuses
on rules rather than results. If ever there were a government program that is deeply resented by its
customers, it is the existing welfare system,

STRATEQGY ~ The lessons of reinventing government apply clearly here. The goal should be wo
rationalize, consolidate and simplify the existing social welfare system. Creating a simplified system
will be a major challenge. Clearer Federal goals which allow greater State and local flexibility in
managing programs are also ¢ritical, Finally, a central Federal role in information systems and
interstate coordination would prevent waste, fraud and abuse and would also improve service delivery
at the State and local levels,

SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The simplification of assistance programs at all levels of government has been the "holy grail® of
welfare reform--always sought, ever realized. The reasons are many: disparate goals of differem
programs, varied constituencies, departmental differences, divergent Congressional committee
jurisdictions and the inevitable creation of winners and losers from changing the status quo. Yet
everyone agrees that recipients, administrators and taxpayers are alf losers due to the current
complexity,

There are two basic options for reform:
Oprion 1. Simplify and coordinate rules in existing programs,

Considerable improvements could be achieved by modifying existing rules in current
programs, Such changes could inchxle the following:

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

. Simplify and conform income and asset rules in the AFDC and Food Stamp
programs,

. Adopt regulatory and legisiative recommendations {as developed by the American
Public Welfare Association}, to streamtine appliication, redetermination and reporting
processes.

. Base eligibility for programs, such as child care for working familiex, on simplified

Food Stamp rules or AFDC-like rules.
. Freeze subsidized rents for a fixed period of time after the recipient takes a job in
order to enhance the benefits from eroployment,
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. Eliminate the special rules pertaining 10 two-parent families, such as the 100-hour nile
and the guarters-of-work rule, & discussed in the Make Work Pay section of this
paper.
Simplify and standardize earnings disregards.
States would be required 1o vse a standard procedure 10 determing need standards but
would be allowed to decide what fraction of need would be met in their State.

Option 2: Develop a simplified and consolidated eligibillty process for the new transitional assistance

program. Strive o bring other aid programs into conformity.
in addition to the provisions described under option 1, this option would solve the problem
that AFDC and food stamps currently have different filing units for purposes of establishing
eligibility. AFDUC iIs designed 10 support children "deprived of parental support,” so it is
focused on single parents, it excludes other adult members in the household, it treats multiple.
generation honseholds 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
houschoid who share cooking facilities.

This option standardizes the definition of the filing unit under AFDC and fowd stamps. States
would continue to sef henefit levels for cash assistance.

PREVENTING WASTE, FRAUD AND ABUSE .
Multiple and uncoordinated programs and compiex regulations invite waste, fraudulent behavior and
simple error. Too often, individuals can present different information to 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 fraud. During the period of transitional cash benefits, there will be enbancsd tracking of &
client’s training activities and work opportunities, as well as the electronic exchange of tax, benefit
and child support information.  Also, the newly expanded EITC largely ¢liminates current incentives
to "work off the books” and digincentives to report all employment, With the EITC, &t 18 now
advantageous 1o report avery single dollar of earnings.

New technology and automation offer the chance o implement transitiona! programs which ensure
quality 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
integrity activities need to focus on ensuring overall payment accuracy, and detection and prevention
of recipient, worker and vendor fraud. Such measures include the following:

» Coordinate more completely the collection and sharing of dats among programs, especially
wage, tax, child support and benefit information,
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Fe¥ 2]
Re-assess the Federal/State partnership in developing centralized datz bases and information
systems that improve interstate coordination, eliminate duplicate benefits and permit vacking.
At 3 minirmum, information must be shared across States (o prevent the ¢ircumvention of time
limits by recipients relocating to a different State,

Fully utilize current and emerging technologies to offer better services at less cost, targersd
more efficiently on those eligible.

PERFORMANCE STANDARDS AND STATE FLEXIBILITY

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

The Fedsrat Government should transition from a role which is largely prescriptive to one
which establishes customerdriven performance standards in collaborstion with States, focal
agencies, advocacy groups and chients. The exact methods for accomplishing program goals
are difficult to preseribe from Washington, given the variation in Jocal civcumstances,
capacities and philusophies. Therefore, substantial flexibility will be left for locallties 1o
decide how to meet these goals, facilitated by enhanced inter-agency waiver authority at the
Federal level,

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

standards by evaluating program innovations, identifying what is working and assisting in the
transter of effective strategies.
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THE WHITE HMOUSE

WASHMINGTON

November 29, 1993

MEMORANDUM FOR THE PRESIDENT

FROM: Briuce Reed
Mary Jo Bane
David Eiiwat}d
THROUGH: Carol Rasco i
i
SUBJECT: Welflare Reform and the FY95 Buodget

1. The Working Group Draft Opi;ions Paper

Later this week, the Welfare !&z:fi)rm Working Group will send you a draft options
paper on welfare reform. We will c&mmve o refine the document in carly December, but we
wanted you to see a deaft of our recommendations now, as you begin 16 make decisions about
the FY95 budget. i

The Working Group has campictcd the last of its five regional hearings and site visits,
and has met with more than 250 intére§t groups, hundreds of welfare recipients, and dozens
of members of Congress, governors,land state officials in both partics. There seems to be
remarkable agreement within the admmzstrahon on the basic clements of a welfare reform
proposal. The Working Group, whzc:h consists of 33 subcabinet officials from cight agencies
and the White House, held an zzil»»iia} retreat fast week to review its draft recommendations.,
Af the end of the mecting, everyone burst into applause over the level of consensus that had
been reached.

We will submit a draft options paper to you this week, and follow up with more
specific decision memos and decision meetings as necessary. In the meantime, we will also
nead 1o consult further with states and with key members of Congress to begin building a
coalition for welfare reform. . We will probably need to share specific sections with a
carcfully selected small number of key players. Our goal, pending your decisiens on key
issucs, I8 10 have legisiation rcady caz*ia next year.

One fmponant development: Tizc American Public Welfare Association (APWA) will
soon release its own consensus reform plan, which will be very similar to our
recommendations, and will include altwo-ycar time limit followed by work. The APWA
plan was developed by a broad bipartisan group of state welfare directors, ranging from




D

Jersy Whithurn of Wisconsin o Barbara Sabol of New York. We are optimisuc (hat many
governors will go along.
<’

The New York Times re:;mricd Sunday that we are looking at subsidies for private
cmployers to hire people off we%fam We are focusing on many ways to move people from
welfuse to the private sector, and this is onc option under consideration, but it is not as central
as the Times article suggested.

1. Cost Issues

ww bt o b g bt b

Although definitive cost estimates for welfare reform will depend on decisions you
make about key aspects of the plan, z%;z: levels themselves are actually quite flexible -~
espedially during the first 43 years | of the program. The plan can be phased in slowly,
Qtartmg with new applicanis coming {};}2{} the welfare rolls, (The Republican plan uses a
similar, gradual phase~in} The p?zasewm can be adjusted 0 it the amount of money
available for welfare reformn in the §§§;¥{§g€£,

Three areas are lkely to rz:qaifz increased funding: child care for families who are
working or in alning; expansion of Zfzc JOBS program {0 give more people access to
cducation and training: and administration of the community service jobs program for those
who hit the two-year time limit, We would expect these costs to be inthe range of 31 w0 1.5
biltion in FY93, rising to 33 to 6 billion when fully phased in.

Essentially ail of these costs fgre on the entitlement side of the budget. Welfare
refarm does nol regquire new domesz’fc discretionary spending.

Given the very tight budget 3nd the foct that no money was included in the previous
budget for welfare reform, we have been operating on the assumption that any new moncy
spent on this imtative will have to bc offset by savings generated by the program and by
other entitlement savings.

We have identified several pﬁssibic sources. Savings could result from increased child
support collections and reductions in thc caseload. Other entitlement savings could come
from a serics of initiatives ranging fmm capping the growth of Emergency Assistance, some
tightening of the rules regarding non-citizens seeking to collect public assistance, closer
coordination of the tax and transfer system to reduce fraud, potentially making a portion of
means—tested benefits taxable the way carnings are for those with incomes above poverty, and
& numbcer of other ideas. We are curfently working with OMB and Treasury on these and

other offscts. :
t
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15 July 1996

NT HAS SEEM
Mr Nd&m, THE Pa‘%‘?ﬁ@- ¢

The attached article was received from Mr Ickes
for your information.

Additionally, the weather has not developed as
forecast ‘iﬂ?. we should be able to return via
helicopter as late as 6:00 pm.

After 6:00 we would have to take another Jook
but probability of adequate weather to fly is very
high.

Please do not hesitate to contact me if I may be of
further assistance,

Very respectfully,

Fnaslia PMAQ

Major Chuck Raderstorf
Marine Corps Aide to the President

CAMP DAVID ' %

‘‘‘‘‘
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Welfare Reform Drama
Auditions in Milwaukee E

By Judith Havemann
Wimbingics Pou St Wrcar

- MILWAUKEE~Don't tell Col-
leen Braam that Wisconain is waiting

{or President Clinton to approve its |

revolutionary proposal to eliminate
srelfare. For Braam and her.two
small children, the future is already
hcre
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THE WHITE HOUWSE
WABHINGTON

June 16, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: Bruce Reed

Kathi Way

Mary Jo Bane

David Eliwood
THROUGH: " Carol Raseo
SUBIECT: Preliminary Issues for Welfare Reform

Last week, we officially announced a welfare reform working group made up of
officials from the White House and the agencies. We have met with key members of
Congress in both parties, and are working with an advisory group of governors and other state
officials on recommendations that they wiil present to you at the NGA mecting in mid-
August. In the meantime, we will begin a series of public hearings and site visits to
promising welfare reform programs around the country.

Qur goal is to have a welfare reform plan ready by the fall, for introduction late this
vear or next January, as the cemterpiece of your 1994 State of the Union address, I you
would like to move maore quickly, please let us know.

We intend to build the welfare reform plan around the themes you set forth in the
campaign:

* Making Work Pay, through an cxpanded EITC and health reform.

* Dramatically Improving Child Support Enforcement, by increasing paternity

establishment at birth, improving the collection system, requiring absent parents 1o take
responsibility for their children, and perhaps testing some form of child support insurance.

* Betrer Education, Training, and Support, by building on the JOBS program to ensure
that people have access to the tools they need to escape welfare, and begin to Integrate
welfare mothers into the larger system of education and training.



* Transitional Time~Limited Welfare and Work, by replacing the current system with
one that enables and requires people who can work to go to work.

We have set up 10 working groups to address the major components of a welfare
reform plan: 1) Making Work Pay; 2) Child Care; 3) Child Support; 4) Absent Parents; §)
Post-Transitional Work; 6) Transitional Support; 7) Private Sector Job Development; 8)
Program Simplification; 9) Prevention/Family Formation; and 10) Modeling.

As we proveed with this project, we would like vour generat thoughts on how to go
about ending welfare a8 we know it To begin with, we would like to take up a few pivotal
issues: ‘

* How bald? Should we reform welfare or replace it?

* What should time-limited welfare fook like? Who should be required to
work, what should be done to sanction those who refuse 160 work, and how
quickly should we phase in these reforms?

* What ¢lse can we do to promote work, family, and personal responsibility?
How far can we go in toughening child suppont enforcemem? Should we
consider other measures to help families with children, such as child support
insurance and/or a children's tax credit?

ISSUE #1: REFORMING WELFARE VERSUS REPLACING WELFARE

In the campaign, you called for an "end to welfare as we know it," and most of our
work so far assumes that our goal is to find a genuine alternative to welfare. We are looking
for ways 10 enable people 1o support themselves outside the AFDC system, through work
instead of welfare, and we are more interested in moving people off welfare as quickly as
possible than in simply encouraging them to work for their welfare. Both of these goals
requite much more than tinkering with the current system -- and consequently go much
further than most state welfare reform efforts, either in implementation of the JOBS program
or in waiver requests for state demonstrations.

State self-sufficiency-oriented welfare reforms tend to focus on improving the JOBS
program and providing work incentives within the welfare system, in the form of higher
earnings disregards and lower benefit reduction rates.  Even the most dranatic state
demonstration proposals are pot oriented to getting people off welfare quickly and helping
them make it outside the welfare system when they work. The Bush Administration followed
a policy of welfare seform through state waivers, which many state officials would hike t0 see
as the centerpiece of this Administration’s approach to welfare reform. We believe thar state
flexibility and experimentation are critical, but we do not believe that leaving reform entirely
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to the states will end welfare as we know it. The states are in no position, legally or
financially, 10 envision genuine altermatives 0 the curment system.

‘We are operating on the assumption that our goal is to genuinely transform the welfare
system while preserving a high level of state flexibility, More modest reforms are possible -
~ gxpanding and enriching the JOBS program, or relying on state~generated reform
approaches ~- and would do a good deal to improve the current system. But we believe we
have an obligation and an oppornunity to be much bolder, to fashior an approach that moves
people quickly off welfare and helps them stay off -~ or better yet, helps keep them from
going on weifare in the first place. The best kind of time~limited welfare is a system where
n¢ one stays on the rolls long enough to hit the limit.

ISSUE #2: STRUCTURING TIME-LIMITED WELFARE AND WORK

The principle of time~limited welfare, of ensuring that welfare does not last forever,
resonates positively not only with voters but with welfare clients, If supporis for work are in
place, if we have dramatically improved child sepport, if we have improved education and
training and job placement, then it seems unassailably reasonable o insist that after a time
centain, traditional welfare must end and some sort of work must begin. There is real dignity
in work, and much real work to be done: public libraries are closing because communities
cannot afford staffs, there is an enormous shortage of child care workers, and the non—profit
sector is booming, just to name a few.

But significant questions arise: How many people can reasonably be expected to
work? Who should pay them, and what should they do? And how can we mount such a
massive job effort without ¢reating a make~-work nightmare like CETA?

The size of the welfare population slone suggests that 2 tume limit should only be
applied 1o a portion of the caseload, at least at first. Up to 3 million recipients have been on
weifare for 2 years or longer. Requiring even half of them to work could reguire the creation
of 1.5 million jobs - anct if those were community service jobs, the program would be
several times the projected size of national service.

Cost and capacity are critical issues.  For example, we would like 1o see a system of
L0 percent participation in work, cducation or training.  The IOBS program cumrently spends
about 3800 miilion nationwide, and enrolls sbout 7 percent of recipients «~ and even the best
states only serve about 15 percent, No state now requires work of more than a small
proportion of clients. Requiring people to work or even simply participate will increase cosis
not only for the programs themselves, but also for day care, transportation, etc.

A new system could be phased in, sither by state or by cohort of welfare recipients.
That would lower the initial cost and enable us to see what works. The challenge will be



how 0 control costs while at the same time being bold enough to meet our commitment to
rcal change.

A second important issue in designing time lmits is the consequences of non-
compliance. A system of required participation and work will only be seen as a genuine end
to welfare as we know 1t if it has serious penalties for non-parnticipation.  But current practice
allows strong due process concerns, penalties affecting adults only, and extremely low
sanction rates of any sort.

The best way around this dilemma is to design a system that involves serious aad
unavoidable consequences for non-participation, but at the same time provides people enough
oppertunity that life is possible and desirable off welfare, The easier it is for people to
support themselves through work instead of welfare, the fewer people will reach any time
limit, the fewer public jobs will be created, and the less imponant sanctions will be. In the
end, finding the right balance between opportunity and responsibility will determine whether
or not a welfare reform pian can obtain the political support and the moral legitimacy to
survive,

ISSUE #3: CHILD SUPPORT

H we are going to ask more of welfare mothers, we must ask more of absent fathers as
well. The current child support enforcement system is so porous that less than a third of
absent fathers’ potential obligation is actually collected. A dramatically improved system
would bring essential support to many single parcnts, and send a clear message that those
who bring children into the world have a responsibility to raise them.

We are looking at every possible means to toughen child support enforcement and
demand personal responsibility. These measures might include: umiversal paternity
establishment in hospitals; mandatory wage withholding administered by the states; denying
deadbeat parents a0cess 1o universal health care, making it harder for deadbeats to obtain
credit cards, driver's licenses, or professional licenses; requiring custodial parents to establish
paternity or lose the right to take a personal tax exemprion for their children; and various
other efforts to demand responsibility and increase coliection.

We will also examine other, more sweeping means of making #t easier for parents to
raise children. One controversial option, known as child support assurance or insurance,
would seek 0 improve child support enforcement and provide some protection to single
parents by providing a government~guaranteed minimum child support payment (say $2,000
or 33,000), cven when collections from the absent father {all below the minimum. Minimum
child support payments would only be provided to custodial parents with an award in place.
Any insured child support benefits would be counted as income for welfare purposes, and
welfare benefits would be reduced dollar for dollar. A woman on welfare would be no better
off, but if she went 10 work, she ¢could keep her guaranteed child support.



Proponents of this idea argue that it will make it much easier 10 leave welfare for
work, increase incentives for mothers to get awards in place, and legitimize a genuinely time-
fimited welfare system, Critics foar tha it will let absent {athers off the hook, encourage the
formation of single—parent families, and simply provide welfare by another name, without
increasing child support coliection.

Another option to ease the financial burden of raising children would be to provide
some kind of children's allowance or children’s tax credit. To hold down costs, such a credit
might be limited to young children in working families with incomes under $40,000. The tax
credit could be further limited to families where paternity has been established, and capped at
& maximum of two children under & at any time.

The advantage of a children's allowance is that it recognizes that raising children is a
burden for all working families, with two parents or one. Like the EITC, it would provide an
additional incentive to work, and it would also give working and middle-class families some
much needed tax relief. The disadvantage is that like any tax cut, it will cost money. Joe
Lieberman has proposed a credit of $1,000 per young child that would cost $9 biltion 2 year;
the more carefully targeted version described above would cost significantly less.

In any case, 2 major part of our effort will be to ook at ways to reduce the formation
of single-parent families. Over the last decade, the number of children bom to unmarried
mothers has grown dramatically, even though the divorce rate has leveled off. Paternity
establishment is improving, but unwed births are increasing twice as fast. Keeping people off
welfare in the first place is the best system of all.



June 7, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: BRUCE REED

SUBJECT MONEY FOR WELFARE REFORM

Here is a proposal you can put to Moyaiban as proof of your commitment 10 welfare
reform: Increase funding for the JOBS program by 3250 million in both FY94 and FY95, as
a way to raisc the federal matching ratc of 85% in states that begin carly implementation of
time~limited welfare.

According to his staff, Moynihan has two goals for welfare reform, which you share:
1) increase the federal match for JOBS so that states can afford to implement the Family
Support Act; and 2) move toward a system of time-limited welfare. This proposal would
cnabic us to waive the current cost-neutrabity rules for demonstrations in states that want to
move toward time~limited welfare,

This proposal should pass muster with the Byrd rule, which is being imterpreted to
allow cxpansion of an existing program. 1t would also please the governors, particularly in
industrial states wherce the current federal match is only sbout 60%. A temporary adjustment
in the JOBS matching rate was included in the tax bill Bush vetoed last year (although that
provision did not address time~limited welfare). In the meantime, the AFDC cascload has
grown to record levels, passing the 5 million mark.

If vou raisc this idea with Moynihan, you may have to persuade him that it isn't just a
token effort on our part, but an important downpayment on welfarc reform that will
significantly improve the prospects of getting the sweeping reform plan we'll propose late this
year. This isn't a substitute for ending welfare as we know if; it's a way both to build on the
Family Support Act and 10 underscore that welfare seform is a make—-or-break element of this
Administration's agenda,
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MEMORANDUM FOR THE PRESIDENT

FROM: Bruce Reed

Mary Jo Bane
David Ellwood

THROUGH: Carol Rasco

SUBJECT: Timing of Welfare Reform

This memo explores several options regarding the aming of welfare reform, Clearly health
reform must be the primary focus of the administration this year. And welfare reform
depends critically upon health reform, otherwise we will be left with the Hobsian choice of
proposing a welfare reform plan which does not guarantee coverage for people who leave
welfare for work or one which provides coverage to those who leave welfare while leaving
coworkers in similar 3obs who never went on welfare with no coverage. Moreover there are
legitimate concermns about moving forward wath these bills simultaneously, given the complex
and potentially intertwined politics of each, the common committees, and the danger of losing
focus on health.

At the same time we ars concerned that we may lose the initiative and credit for welfare
reform if we delay significantly. Several developments color our thinking;

e

Welfare reform as you have outlined it is extremely popular with the public. A recent
LS, News survey found that 93% of the Amencan public supported a plan 1o “requirs
job trammng for those on welfare, and after two years, require them to work,”  Even
82% supported a plan 10 "require job training for those on welfare, and after two
years, require them to work in government jobs if necessary.”

The issue seems to be heating up now. Aill the major news magazines have had major
articles, there 13 heavy writing by reporters, colummists, and editorial boards

The Repubhicans have introduced their bill with nearly unanimous support of House
Republicans, Though it has significant limitations, it has much in common with the
program we are likely to advance. Newt Gingrich suggested on last weekend that
welfare reform could be done 1 90 days. His main focus during that program was on
welfare reform. Republicans could make our failure to act a major focus in the fall
glections and the opportunity for bipartisan efforts would be more difficult.

Results from focus groups and surveys suggest that the public does not see a lack of
medical coverage a8 a major reason people fail to leave welfare, even though we do,
and thus may not fully accept the argument that we can't do welfare before health

reform.

With so many governos's races up for grabs, welfare appears 10 be a major campaign



issue. Absent leadership from the administration, we expect a plethora of highly
diverse welfare reform waiver requests,

o The pressure for further entitlement cuts raises the danger that savings identified for
use 1n welfare reform might instead go to deficit reduction or other inttiatives making
welfare reform even harder to finance,

o There is no way to know what the make-up of the new Congress will be, but it seems
unlikely to more progressive regarding welfare. On the other hand, election year
politics complicate welfare reform debates.

Thus our fear is that the issue will be defined by Republicans and by Governors anxious to do
something in welfare reform as they run for reelection. Instead of being in the lead, we may
be seen as being reactive.

We see 4 basic options on timing. Be ready to introduce early this year (early March),
introduce after the committee work on health reform is done or nearly so (May), introduce
after health reform has passed or nearly so (August/September), or introduce a piece of reform
early and another piece later.

Early Introduction (Early March)

Under this scenario welfare reform would be heavily discussed in the State of the Union
Address stressing the links to health reform and the training imitiatives and emphasizing that
health reform 1s essential to welfare reform. Early introduction offers the clearest opportunity
to get something passed during this session. Given the time needed for hearings, markup,
floor debate, and conference, early introduction may be a prerequisite to passage this year,
and even then the timetable could be tight unless we can create an early bipartisan consensus.

Early introduction would allow very clear links to be drawn between the related displaced
worker training effort of DOL and its longer term one-stop vision, It will likely prevent
Republicans from capturing the issue and will give a signal to states about what options the
Federal government is encouraging and funding.

Note that early introduction, or at least getting a bill prepared preserves the most flexibility.
One need not actually introduce the bill or if one introduces it, one need not push hard for
immediate passage. As the politics of health and welfare clarify, one would have the option
of moving health first, or of linking the two. And if health reform seemed to be delayed, it
.leaves open the option of pushing for a victory on welfare reform before the 94 elections.

On the other hand, such a strategy carries risks. Republicans and some Democrats may insist
that welfare reform be moved if the bill is there, and they may make demands about welfare
reform as a condition of voting for health reform. Inevitably the period in and around the
unveiling of a plan will be one where the focus on health will be diminished. Key leadership
and several important constituencies are opposed to moving forward too quickly.

And early introduction will require considerable energy from you and others in the White



House over the next couple of months. A number of key issues need 1 be resolved including
financing, the level of resources, the nature of the work program, and phase-in.

Introduce After the Health Committee Waork is Essentiallv Done (May)

Under this scenario, the broad goals and key themes of welfare reform in the State of the
Union Address. Once again the links between welfare and health reform and between welfare
and the DOL initiatives would be emphasized. We would promise to introduce welfare
reform at the garliest possible time that the commitees can really deal with it--in May, around
the time we expect the commuttees to finish their work on health reform. We would probably
also need an additional story about the key steps that need to be done between now and May
such as determining how we can place as many people as possible in the private sector and
how would 2 community service program work.

This alternative clearly signals that health reform is paramount on the agenda, and it reduces
the political maneuvering and potential political trade-offs between health and welfare reform.
At the same time, if we introduce by May, we can probably keep the dangers of losing
control of the issug 10 a minimum--gspecially if we announce our rough timing ahead of time,

This strategy may make passage of welfare reform this year very difficult. It leaves open the
aption of making a strong push on welfare if health moves rapidly or if it stalls, but the major
legislative focus of the year then is clearly health, It likely pushes our proposal into the
election cycle and with reintroduction of the bill next vear  And the longer we wat, the
greater the danger that Republicans will try to steal the show. This problem becomes
particularly great if we are quite vague about the timing. If we simply say we will introducs
later this year, Republicans will probably step up the rhetoric far more. We would also have
to work closely with key leadership in the House, and especially the Senate fo prevent
premature floor consideration of the comprehensive Republican welfare reform alternative and
a variety of Senate floor amendments, though there is some risk we will not be able o hold
themn back.

Introduce Afier Health Reform is Passed {August/September?)

Waiting unul after health reform is passed insures that the administration’s welfare reform
efforts do not conflict with health reform. Given the late timing, one probably would not
want o sz2y much about welfare reform in the State of the Union and we would need to lower
expectations regarding welfare. Given the very late introduction, it will be obvious the
administration does not wish to pass welfare reform this year, and the bill will have to be
reintroduced next vear. It could then be featured in the State of the Union Address in 1995,
If Republican attempts to push forward are defeated, it also insures that welfare reform will

" not be considered in an election year,

We see this as a highly risky strategy. Bob Greenstein, who probably has as good a political
gye and ¢ar on low income political matters as anyone thinks this strategy would "kill” us,

He sees significant pressure from the Republicans and moderate/conservative Democrats to do
something on welfare reform and thinks it would be very difficult to put off consideration of
very unpleasant floor amendments. We think it kely that Republicans would try to use the
issue politically. There is a risk that the Congress would pass s Republican-like version of



reform that would interfere with healih reform, and would be hard to vete. Conversely,
making the case and building coalitions to kil floor proposals may complicate our legislative
strategy later when we need the support of some of the same people we sought to beat
mitially.

Two-Piece Strategy

The final alternative would be to break the proposal into two pieces. The only logical break
pelitically would probably be to do an early bill on parental responsibility (teen pregnancy
mitiatives, etc.} and child support enforcement followed by a later bill wath child care, an
expansion in JOBS, and tme-limited welfare. The administration would argue that welfare
reform consists of critical binlding blocks including EITC, health reform, parental
responsibility/child support enforcement, and child careftraining/time-limits. The last piece
should not be done until the others are in place.

This plan has the advantage of putting the most costly items and many of the most
controversial issues into a later proposal. We could argue we are moving forward with
welfare reform quite deliberately, but that one must do things in the proper order. There 15
increasing attention being paid 1o issues of teen pregnancy and out-of-wedlock childbearing
and we would be speaking to those issues  If the responsibility piece is perceived as genuine
progress on welfare reform, such & plan might reduce the danger of losing the initiative, while
putting off the tougher debates over child care, training, and time-limits. There seems litile
danger that a child support enforcement /family responsibility proposal would create major
political problems for health reform. It would, however, be in the same committees and
would compete for time and attention with health reform,

There are significant problems with such 2 plan as well. We worry that neither the public nor
the Republicans may perceive a teen pregnancy/chtd support initiative as a major step toward
welfare reform. While we see child support enforcement as central to our efforis, the public
is largely focussed on the question of time-limits. Moreover, we had always seen chtld
support enforcement as one of the vehicles that would hetp pull welfare reform through the
Congress. In our meetings with advocates they always praise our child support efforts even
when they question time-limits and mandatory work. Members like Bill Bradley and
Chrstopher Dodd care much more about child support enforcement than welfare reform and
they might well vole for an enforcement bill and against some time-limited welfare proposals.
Child support also seems likely 1o save some money, and it would be difficult or impossible
1o reserve those savings for child care, training or job creation.

Although our child support enforcement ideas are well developed and will have demonstrable
impacts, there is far less known zhout what we can do to prevent teen pregnancy or out-of-
wedlock childbearing. An extended debate over prevention alone will expose the limits of
existing knowledge and ideas. We'll likely get credit for trying, but not for resily offering a
solution, Moreover, 2 bill focussed on prevention seems extremely vulnerable to troubling
amendments designed to punish yvoung and unmarried mothers and their children. Charles
Murray is using the issue o argue for the complete cut off of benefits to unwed mothers,

The debate might become extremely ugly and potentially divisive with racial overtones. If so,
it will set the stage for a potentially even more painful debate over ime-limits, We may have



to fight the welfare reform debates twice.
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January 13, 1994

MEMORANDUM FOR THE PRESIDENT

FROM: Mary Jo Banc
David Ellwood
Bruce Reed
Kathi Way
THROUGH: Carol Rasco
SUBJECT: Timing of Welfare Reform ,

L BACKGROUND

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

In fight of Senator Moynihan's recont comments, we sec no way to put off
introduction of welfare reform without jeopardizing health reform. He has made clear that he

- won't take up our health care bill until he sees our welfare reform bill.  Senator Mitchell's

office has also expressed concern that until we have sent up our welfare reform plan or
committed to a date cerlain, the Republicans can embarrass us on the Scnatc floor by offering
welfare amendments to any bill they please. On the Housc side, Rep. Harold Ford wiote an
op-ed for the Memphis Commercial-Appeal this past week endorsing time limits and vrging
you to move quickly on welfare reform.

. OPTIONS

In order to avoid losing the issue, we see two options on how (o proceed, Qur first
and preferred option is to move full speed ahead and announce 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 reform legislation should include, and how best to
pay for it. It will reassure Moynihan and other moderates that welfarc 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 to pass welfare reform this year,



The risks of this strategy are that leaks during the decision—-making process on welfare
will disrupt from our public focus on health care, or that our allies 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 legisiation in 1994, and it may be betier to face them now
rather than down the road when we're scrambling to build majoritics on the floor for health
care.

A second option would be o 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
crforcement. The sccond picce could {ocus on work - expansion of the JOBS program, the
two-year time limit, work programs, and child care. (A detailed description of what these
two picces might look like is attached.)

This part-now, part-later approach was initially cnvisioned as a means to hold onto
the welfare issue while protecting health care. In light of Movnihan's recent comments, it
scems unlikely to sccomplish 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 i ag
an excuse to blast the Administration again for not being serious about the issuc.

Whichever course you choose, we believe that you should send a strong, clear signal
in the State of the Unjon, which you can reinforce a week later in your remarks to 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 welfarc as an
excuse not to deal with health care, and Democrats will continue to tug at us from the left
and the right and take advantage of any apparent indecision to drag both the health carc and
weifare debates in their direction,



POSSIBLE ELEMENTS OF A TWO-PART WELFARE REFORM PLAN

Here is what the components of a two—part welfare reform plan might look like. In
theory, these measures ¢ould 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. Pcrsonal Responsibility Act {could be introduced in February)

1. Prevention

-~ Announce & national campaign to reduce teen pregnancy and out-of-wedlock births
-~ Require unwed teen mothers o live with their pareats

—— Allow LEAP-stvle programs to reward and sanction individual behavior

-— Muke cooperation in paternity establishment as a condition for means-tested benefits
—-- Allow states the option to Hmit additional benefits for additional children

—— Expand faniily planning and welfare mother mentoring demos

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

— Include any other ideas to reduce out—of-wedlock births

2. Child Support Enforcement

~— A range of improvements in ¢nforcement, including state registrics

-- A national registry to cross~check delinquent parents

—— Work programs 10 require delingquent parents 10 pay up or work off their child support
obligations

-~ Mandatory revocation of drivers licenses for delinguemt parents

— Small~scale demonsiration of child support insurance

II. Work Not Welfare Act (introduced in April/May)

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

2. Work

- Expansion of JOBS program ’
—— [nereased emphasis on job scarch and placement
~= Two=-year time limit followed by work

~= Economic development and asset changes

3. Reinventing Oovernment

-~ Measures to identify and reduce fraud

~-— Streamlining of requirements and bureaucracy

-~ Simplification and increased state flexibility

- Technology to track compliance with two-year limit
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November 12, 1993 THE PRESIDENT HAS SEE¢
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MEMORANDUM FOR THE PRESYDENT
FROM: BRUCE REED
SUBIJECT: Hous¢ Republican Welfare Reform Plan
Earlier this week, House Republicans announced their welfare reform plan, which is

based on your campaign pledge to require welfare recipients to wark after 2 years. A
summary is aftached.

. ety _e}g

L. Elements of the Plan
The Republican plan includes the foilowing major provisions:

I. Work: Requires AFDC recipicnts o work at the end of two years. Provides $10
bitlion over 5 years to states to set up CWEP work programs. Fhased in over 10 years,
starting with 30% of new applicants in 1995. Gives states the option to drop recipients after
3 years in the work program (and a total of 5 years on AFDC). Also requires fathers of
children on AFDC to pay child support or take part in a work program.

2. Parental Responsibility: Requires mothers to identify the father in order to qualify
for welfare tenefits. Requires teen mothers to live at home. Prohibits additional benefits for
additional children bom while on welfare. Includes other incentives for school attendance,
immunization, parenting classes.

3. How to Pay for It: The Republicans raise about $10 billion by eliminating SSI
and other welfare benefits {except emergency Medicaid) for most non~<itizens. They raise
another $20+ billion by capping entitlement programs {EITC, AFDC, SSI, Section 8 housing,
Food Stamps) at inflation plus 2% -~ and by cutting all food and nutrition programs (Food
Stamps, WIC, etc.} by 5% and block granting the money to the stateg,  These measures allow
them to spend $2 billion on training and $10 billion on work programs, and still claim $21
hillion in deficit reduction over § years. :



II. Pros and Cons

We intend to welcome the Republicans' contribution to the debate, applaud their
emphasis on work, responsibility, and your two~year time limit, and pledge a bipartisan effort
10 pass a welfare reform plan.

If asked, we will express some concerns about the entitiement cap —— it's nidiculous to
cap a powerful work incentive like the EITC -~ and the across-the-board cut in nuttition
programs. ‘We expect the NGA and even some Republican governors to eriticize this
apparent effort 1o shift the burden of welfare spending onto the staies. We think it's
unrezalistic to claim that welfare reform can lead to massive deficit reduction in the short run.
The Republican plan also doesnt do as much as i could to improve ¢hild support collection,
or to provide employment and training services to support people in work.

But there is much in the Republican plan that we can work with. We are considering -
recommending many of the same parental responsibility measures for our own plan, such as
requiring mothers to name the father in order to qualify for benefits and no longer giving
welfare benefits to teenagers who want to live on their own, The Republican work program®

is a serious, $10 billion effort to provide community service jobs —— and they phase in the 3
program at a reasonable pace. .

In fact, if they dropped the entitlement cap amd block grant provisions, the
Republicans would still have a revenue-ncutral plan that invests $12 billion over 5 years ~-
which i3 not a bad starting point for the debate,

The Administration’s welfare reform working group has just completed a series of
regional hearings in California, Tennessee, Chicago, and New Jersey. We will present a
series of options to you next month for consideration in the FYSS budget, and develop
legislation for introduction early mext year.
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SUMMARY OF WELFARE REFORM LEGISLATION
SPONSORED BY HOUSE REPUBLICANS
Fall, 1993

CAUSE 1: NONWORK

- Legs tan (0% of welfare mothers work
- Although many smothers feave welfsre within 2 youry, many stiy for § vesrs or oty wday there we
more then J witlion aothers on AFDC who will mmain oo weifars during ¥ yours o mors

THE SOLUTION: MANDATORY WORK

« When fully implemented, e Republican bill ruiret 63% of mothers who bave boen on AFDC for o
feast 2 yowrt 10 work 33 bowrs per week for iy benefity; mothars do not Kse their benefits if thay
work i communiTy of privale Sovtor jobs sranged by the mats

- Mothers must use the first 2 yeurs on AFDC {lesa at state opeinn) to participade i sdusation, training,
work experitase, snid job search 10 pregare for a position in the private economy; If they do not find &
Job within tut 2 veary, they must perticipate in 2 communiry sk job i order to tontinue receiving
welfire benefity
« Provides wases with sy sddivonat $10 muimmwmmmmmmm
including day care

- One adult in two-parent Aumilies on welfare wmust work zamwmmm&uwam
per weeek stanting the firn day they roccive weifire
~ Mothers appiying for welfere must participats in a job search program while thedr sppliostion is being
prosessesd

« Fathers of children on welfsre who do aof pay child support giest also perticipate i work progran:s

- Mothers who refuse 10 work lave their benefins roduced and then terminstod: ates fuiling o comae
that parents work suffer aerioys Snancial penstiies

ek

CAUSE 2: ILLEGITIMACY

« Hlegitimacy has risen wildly in recent yours; now 2 of every 3 bk children end 1 of every § white
thiliren sre born out of wedlock — and the mees are ztill risieg
-Of;l%egz:iweb:btuhem(&mma:haemw%willbcmm&nmﬂmSywx
- Teen mothers are the most Hkely (o stay oo welfaee Tor many yeers without working
- Mot of the incresse In poverty and welfire in recent years is cansed, not by & poor scooomy or seduced
govemnment spending (both are up), but by increasad illegitimmey

THE SOLUTION: ESTABLISH PATERNITY, RESTRICT WELFARE, CRACK DOWN ON
DEADBEAT DADS

+ &Jl mothers epplying for weifire et idestify the fisher or they will 5ot meeive benefis

- After identifiying the father, mothery norive a reduced benefit wati! prerity i logally sstablishud

+ Mothers who are minors must live &t their parent’s bome, thus peeventing them fom using an
degitiroate hirth 10 erablish dwir ows housthold

.+ Bixtes must zwmwwmnymﬁmxmﬁm over & period of years, o 90% or suffer niff

T penalties

»Smmmzmﬁmmpmmmfmmmmwumwifmwmwmwﬁm
states okt svoid this requiresment ondy IF they pass & Jaw exemipting thesseives

- States are required (o Stop paying welfare benafits to parenes under I8 years of age; stazcs can svoid.
this requiremyent only i ey pass » Inw oxempting themielves

- Deadbest dunds with childeen on welfiiee &re required 2 pay child support or work

(OVER}
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Page 2

THE PROBLEM: TOO MUCH WELFARE FOR TOO MANY PMMIGRANTS

- Hundrods of thoussnds of noncitibens wre sddiodt (o the ntion's welfkre seogramy each yoer

- A et snady by the Secisf Security Administretion shows that more $an 11% of xli recipients and
208 of siderly recipisnts of Supplemental Sacurity Income e noncitizens

- Nercitieens also qualify for Aid to Famifies with Dependent Childron, Food Stamps, Modicaid, boassing,
and other weifere besefits

TRE SOLUTION: STOP WELFARE FOR NONCITIZENS

 Sinply e wetfare for most aoncitinens

- Aligw refugees to roceive welfure for ondy & fixed number of yesrs uniess they becomo titioens
- Allow roncitizs over 78 10 reotive wellre

+ Continue e beswefits of current soncitizens rxsiving welfare for 1 yesr

+ Reqguires mothery who sre minoes 1w live st their paret’s home

« Rasguires states, in most cases, 1o $16p weifeze payments 1o unmurisd parents under age 13

+ Roquires stafes 1o terminate the cash welfars beocfits of fumilies that do not have their preschonl

. children immunized %
« Entoarage staies io rechoon the cath welfere benefit of funifics that 4o not sssire thet their children =
atiend school reguiariy 5

» Aliows sixtes 10 zequire AFDC pareats t participete in parensing classes end classes on money <
MAnAgEG 4

« Allows seetes to discournge purents fom moving o & pew shool districs during the school yorr N

- Raquires adubs spplying for wolfare to sagage in job sesrch before their benefits start

- Requires sddictod recipients of welfire @ participate i testment prograrms or jose thele benefits

- Converts 15 mager food programs o » dlock grat thet provides stases with almost complets
discretion over spemvling: finding for the progrems is reduced by 5%

« Caps spending on Supvlenantal Security Tndome, Ald o Families with Degendent Children, Pood
Stamps, Public and Section £ Housing, snd the Eamad Income Tax Cradit to inflation plas 25 per

e

- Provides states with suuch gremier cootrod over meany-tested programs 5o they can coordinate and
stresaling welfare spending

- Encoursges sues 2o provide finmncial incentives o induce mothers on welftre 16 work and many
- Aliows states ¢ It welfare recipients socumulnie auets 1o st 3 businesa, buy & hoese, or sttend
collegs

= Allows sixtes and lwal bousing suthorities 10 tse more generous incene disregand ules te peomots
wink incentives

- Roguires sddicied reciplents of Supnlemental Security Insome benefits to submit tv drug teting; ends
531 beneflys for those testing ponitive for illagad drugn

« The waining and mandssory woek provitions of i Bil cou nearly $12 billion over § years

- The premity esublishmens, job seurch, parenta! responsibility, block grant, and immigration provisions of
the bill meve about $31 billicn gver § years,

+ Thus, the et impact of the L is to reduce the budget deficit by simost 320 billion cver § years,



THE WHITE HOUSE

WASBHINGTON

May 34, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: BRUCE REED

SUBJECT: WELFARE REFORM IN WISCONSIN

1. Gov. Thompson's Time~Limited Welfare Demonstration Project

On Thursday, Gov. Tommy Thompson announced a welfare reform pilot project that
includes & work requirement and a two-year time bimit. If it passes the state legislature this
fall, the project will be tested in two countics -~ provided that HHS approves Wisconsin's
reguest for a waiver.

The proposal, called "Work Not Welfare,” sounds similar to what you called for in the
campaign: everyone who can work must go to work; the state guarantees education, training,
and child care; cash bencfits end after two years; for those who cannot find a job in the
private sector, a public service job will be provided.

Recipients will receive education and training for one year, then be required to work
for their benefits in the second year. Child care and health care benefits will continue for up
to a year after cash benefits run out. The plan is designed as a decade~long experiment, (¢
be expanded if it works.

Wisconsin will not submit a formal waiver request until the Jegistature approves
Thompson's plan. HHS will have 10 review it for cost neutrality and other issues. But at first
glance, it fooks to me like a responsible proposal. The biggest question may be ensuring
there are cnough jobs to go around. The plan calls for a partnership of business,
communities, and local government to generate the necessary jobs.

In announcing the proposal, Thompson said, “H Mr. Clinton is serious about welfare
reform, he should take a look at Wisconsin.” Thompson is one of five govemeors who serve
on the welfare reform advisory group that the NGA formed at your request.



H1. The New Hope Project in Milwaukee

If vou talk about welfare reform in Milwaukee, vou can also mention the New Hope
Project, a pilot project in time~limited welfare in inner-city Milwaukee. The program started
last year with S0 people; it plans to expand to 800,

The program provides child care, health insurance, 2 wage supplement (ap additional
supplement bevond the federal and Wisconsin EITCs to boost participants' income to 105~
115% of the poverty level if they work full-time), and a guaranteed job in the public or
private secior.

The New Hope Project was launched with money from foundations, corporations, and
state and local povernment. Congress attached a $6 million New Hope amendment to HR.
11, the tax bill Bush vetoed last fall. They hope to pass it again this year.

According 10 New Hope's founders, Milwaukee leads the nation in teen pregnancy
rates, and has the largest income gap between whites and African-Americans.
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May 1993

MEMORANDUM FOR THE PRESIDENT

FROM BRUCE REED
KATHI WAY
SUBJECT : UPDATE ON WELFARE REFORM

For the pagt several weeks, we have been working with David
Ellwood and Mary Jo Bane at HHS to assemble a high-powgred
walfare reform team from throughout the Administration. We have
alzo met with key members of Congress in both parties who share
your interest in welfare reform, and we are working closely with
the NGA and other state and local officials. We hope to have a
plan ready by this fall, to be introduced either late this year
or as the centéerpiece of vour State of the Union Address in
January 1994,

We have been trying to schedule a welfare reform event for
ane of your uvpcoming trips arcund the country. But Ztan, Mandy,
and other political advisgers recommend that you spend June and
July focusing on the economic plan and health care, and turn to
welfare in August -- perhaps with a series of gvents the week of
tha NGA annual meeting Aug 24-26 in Tulsa.

1f you agree with this approach, we will plan some real-
paople avents for late August., In the meantime, we recommend
announcing the working group at the first meeting of the Domestic
Policy Council on June 10, to signal that welfave will be your
next bilg priority after health care. Once the working group is
announced, we can start holding f£ield hearings around the country
and visiting promising programs with Rey governors and members of
congress,

We would also like to explore with Ray Scheppach the
possibility that the NGA Advisory Group present you with
preliminary recommendations on welfare reform at the August
meating. We have been working closely with them, and expect that
their plan will be similar to yours. Gov. Florio is taking the
lead, and considers this issue vital to his re-election, Still,
it may take some nudging from the White House to get the
governors to act by August.

We will also work with individual governors who want to
introduce their own compatible welfare reform pleng next January.
(We're already working with Lawton Chiles and Buddy McKay in
Florida.)] Many states have walvers pending; we are leaning on



HHS to develop a waiver policy that encourages saperimentation.

We have found tremendous interest in this issue on Capitol
Hill. Moynihan, Mitchell, Breaux, and Rostenkowskl are
particularly enthusiastic: they all believe we can attract
bipartisan support.

Our biggest challenge over the nezt few months will be to
convines Moynihan we're serious about welfare reform. He told
ug, "I trust the President. I do not trust hisg government.” The
ideal scolution would be to find some money for welfare reform in
budget reconciliiation. It's not clear where this money would
come from, or whether it would pass suster under the Byrd rule.

The working group has been mesting informally for several
weeks, and includes a diverse group of top officials from every
major domestic agency. We would like to meet with you in the
pnext month to review our progress and get your current thoughts
on what direction the plan should take. We will send you regular
updates on our findings over the summer, and aim toward more
intenge discussions with yvou in August and September,

Moynihan gambit

1994 introduction

Timetablie

Buddy MoKay

Level of Presidential involvement



Welfare Reform
Policy Checklist
May 285, 1993

A, Keeping People O Wellare

1. Making Work Pay
- How much will the expanded EITC reduce the welfare rolls?
—— What other incentives can we offer 0 make work a better deal?

2. Health Care Reform
- How much will health care reform reduce the welfare population?

B. Welfare to Work

1. Education and Training
~w [Joes it work? What model programs should we follow?
- Horw can we do more with existing federal programs (JTPA, Dislocated Workers,
Unemployment [nsurance, etc.)?

2. Job Placemesnt and Worker Support
-~ How can we accelerate placement into private sector jobs?
= What do we need to do keep them there?

3. Public and Private Sector Jobs
-« What kind of private scctor jobs will be available for people leaving welfare?
~- What kind of public sector jobs can we Create, how many will we need, and how
much will they cost?

C. Time-Limited Welfare

1. Designing a Universal System
—-- How can we cover the most people with the fowest exemptions, without
bankrupting the states or creating an enormous bureaucracy?
~— Who should be exempt?
~« How should we sanction those who refuse to work?
-~ How quickly should we phase in this new system?

2. Workfare vs. Work Instead of Welfare
—- Should people work off their benefits (like CWEP), or should we guarantee them
full~time minimum-~wage public-sector jobs, or should we use their benefits to subsidize
private~sector employment?



3. Bold, Persistent Experimentation
~-- How do we streamline the welfare system {(AFDC, food stamps, housing, etc.)?
- How do we encourage bottom-up experimentation while still insisting on
fundamental reform?

D. Other Issues

1. Child Support Enforcement
—— What incentives can we use to demand responsible behavior?

2. Building Support
—— What do the states need to make these reforms work?
- How can we attract support from community groups and the private sector?

3. Money
-~ How much will welfare reform cost?
-~ Where can we find the money?
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THE WHITE HOUSE
WASHINGTON

Attached are memos from Donna Shalala and Reed/Emanuel
on the proposed Massachuselts welfare waiver., Two issues
are addressed: family caps and protections for recipicnts
facing a cut-off of benefits. The negotiating deadline is
August 4, but with the NGA mesting coming up, you will
probably want to resolve the issue this week,

Family caps. Donna suggests that, in light of the
unimpressive early results from New Jersey and the
opposition of hoth women's and pro-life groups, "you may
want to consider denying” the Massachusetts and other
family cap waivers, Br ARTET :

we shouldn’t change course now; (ii) any bill Ccngr&ss
passes is almost sure fo include it} (iil) it is oo early 1o say
the New Jersey cap isn’t working.

Proteetions. Massachusefts wants a two-year limit on
recipients with school-age children and then sole diseretion
to grant extensions, Donna wants a guaranteed exiension for
anyone who can't find a job (same terms applxcd to Vtrgmza
and aihcr statcs) B ruee 2 )

Family caps
Accept Mass, caé\ Deny-  Discuss

Pretections

Agrec with HHS W Agree with Mass,_ Discuss__

Mswm

s

Rzt

July 26, 1395 W2ty
MR. PRENDENT: | Wiggs o




THE PRESIDENT HAS SEEN-

w? RV __)
July 25, 1995
MEMORANDUM FOR THE PRESIDENT g5 L 26 A9 54
FROM: Rahm Emanuel ‘
Bruce Reed

SUBJECT: The Massachusetts Waiver

The attached memo from HHS outlines two issues they would like you 1o resolve
before granting the Massachusetts waiver: 1) whether to grant Massachusetts a family cap:
and 2} what protections to demand for recipients who have been cut off. We recommend that
you advise HHS to continue to allow family caps as a state option, and encourage them to
negotiate the best protections they can for recipients who hit the time limit,

1. Family Cap: As vou know, our welfare reform plan last year made the family cap
& state option. We have granted family cap waivers to Democratic and Republican governors
in eight states, in addition 10 the New Jersey experiment granted by Bush. Five other states
have family cap waivers pending, including California, Massachusetts, and Maryland., The
House Democratic alternative included the family cap as a state option; the Senate Democeratic
bill does not address the issue. It is virtually certain that any welfare reform bill Congress
passes will give states the freedom to do this.

You should review the preliminary evidencs from New Jersey and judge for yourself,
but in our view, it's just too soon to tell whether the idea will have a significant impsact on
additional births. {Some proponenis, like Assemblyman Wayne Reynolds in New Jersey,
have argued all along that the importance of the family cap was not its immediate impact on
illegitimacy, but its long-term signal that people on welfare must take responsibility for their
actions) In any event, with the Senate scheduled 1o take up welfare reform August 7, a
sudden change of course on the family cap right now would give Republicans a popular issue
to use against us in the debate over block grants and state flexibility,

2. Protections: The Magsachusetts welfare reform plan would place a twoeyear time
limit on welfare recipients with schoale -age children, after which they would be ineligible for
benefits for three years. Massachusetts wants to make it a matter of state discretion whether
to prant an extension to anyone who reaches the tims limut and can't find a job. HHE wants
an explicit guarantee. HHS would like Massachusetts to sccept the same terms that were
included in Gwrge Allen's Virginia watver, which protects the children of recipients who play

- by the rules and cannot find a job, .

We think ?{HS is rzghz © seek zhese gmzectioas We recommeng that FHS tell
gasachy he wa ' unily cap, but with thg time_limit

tiw éc%sede 16 ‘this appmacins ihatb«iassachusmtsmbably will not take that deal, which
will Ieave us at an impasse when we reach the 120-day negotiating deadline August 4.



Triff SECRETVARY OF HEALTH AND MUMAN SERVICES
wWaALFINLTOMN, D.C, 02D

M 20 1995

' MEMORANDUM TO THE PRESIDENT TN
: ' P4
SUBJECYT: Family Caps and the Massachaseggédgggggx

At your meeting with representatives of Catholic Charities on
Wednesday, you agreed to review the issues and the evidence on
family cap policies, and to consider the Massachusetts waiver and
other pending family cap waiver requests in the light of that
review., This memo Jlays out the. issues for your c¢onsideration.

It alsc raises an additional policy question arising from the
Massachuselts waiver application, and asks for vouyr support in
holding firm on protections after a time limit for families who
play by the rules.

Your Executive Order targeting 120 days to .reach decisgions on
welfare reform demonstrations would place the decision deadline
for Massachusetis- during the last days of July. This coincides
with the NGA‘s annual summer gathering which you will attend and
which, this year, is taking place in Vermont, a neighboring state
to Magsachusetts., It is, conseguently, vital Lo reach a timely
resclution on these issues. '

FAMILY. CAPS
Backgfound

Family cap policies have generated controversy since New Jersey
first proposed such a policy in 19%2. As you know, proponents of
family capsg argue that increasing a family's AFDC benefits when a
new child is born, as current statute regquireg, may encourage
out-of-wedlock births and at the very least send the wrong signal
about parental responsibility. Opponents of family caps argue
that children will be harmed by the reduced welfare payments,
that births are not likely to be deterred, and that if births are
reduced, the reductions could-well come from increased abortions.

Inn drafting the administration’s welfare reform legislation, the
Wwork and Responsibility Act, the arguments for and against family
caps were carefully considered by the administration and by you
personally. You decided, congistent with your own beliefsg about
both parental vesponsibility and state flexibility, that the WRA
should allow family caps as a state option.

In the context of the administration’s strong commitment to gtate
flexibility, and its support for a family c¢ap state option, HHS
has considered and granted waivers for demonstrations of family
caps in seven states in addition to the two states granted family
cap waivers by the Bush administration. We currently have
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pending five applications for additional family cap waivers,,
including Massachusetts. (A list of the family cap waivers that
have been granted, and those that are pending, is attached.) The
Massachusetts proposal was passed by .its legislature with '
bipartisan support. Nonetheless, it has generated especially
strong opposition from a variety of groups including organized
labor, the mayor of Boston, a broad spectrum of legal services
and advocacy groups, and, as you heard last Wednesday, the
Catholic Church.

There are obvious arguments against changing course on family cap
waivers at this point, given your continuing. support for state
innovation in welfare reform and the administration’s position on
family caps in the WRA. Family caps tend to have strong public
support. And of course, appearing to be inconsistent on an
important issue has its costs. Nonetheless, there are also
compelling argquments for reconsidering our waiver policy and
approving no more family cap demonstrations, starting with denial’
of this part of the Massachusetts waiver.

Diacussion ‘

As you know, supporters of the family cap believe that it
addresses the serious issue of out-of-wedlock births through both
financial incentives and 'strong signals about parental
responsibility. They argue in addition that since working
families typically do not get a pay raise when they have an
additicnal child, it is only fair for AFDC recipients to have to
face the same.hard choices about having additional children when
financial resources are constrained.

Opponents of family caps, among whom are both women's groups and
pro-life groups, argue that the denial of benefits to children
does serious harm to those children whose families receive
reduced cash grants, and that there is no evidence that denying
benefits will actually increase parental responsibility. They
argue that working families get additional tax deductions for
additional children, thus somewhat mitigating the fairmess
argument. They argue that decisions about sexual activity and
pregnancy are highly unlikely to be influenced by the prospect of:
a reduced AFDC grant, and that to the extent they are influenced,
the most likely effect is to increase the number of abortions.
Many pro-life and religious groups are extremely concerned about
a policy which they see as not supportive of a mother‘s choice
for life and indeed implicitly encouraging of abortion.

New evidence. Before the family cap waiver demonstrations,
evidence to support one or the other arguments was based on
studies which did not specifically consider the impact of a
family cap using direct experimental experience. We are now
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beginning to get some early direct evidence from the evaluation
of the New Jersey family cap demonstration, the only
demonstration that has been running long enough to generate any
reliable results. The early results show that from August 1993
through'July 1994 there was po statistically significant
difference in.births between the experimental and the control
groups. The evaluation found that 6.9 percent of the mothers
gubiject to the family cap gave birth to an additional chilgd
during that pericd, and that &.7 percent of the control group
mothers not subject to the family cap gave birxth to an additional
child. Because the results are preliminary, they cannot be
interpreted as definitive. And because they are based on
experimental-control group differences they <cannot speak t£o the
guestion of whether a general change in attitude encouraged by
the family cap reduced hirths for both groups. But they are
solid results, in contrast to the early statements by New Jerssy
officials which were based on very short-term and incomplete
data.

Unfortunately no solid data ave available to illuminate the issue
of abortions. Opponents of family caps note trend data which
guggest that abortion rates appear to be slightly higher in New
Jersey after the family cap provisions went into effect than
before. Howaver these trend data suffer from the same reporting
biasesg that led others to use tyend data on births as evidence of
the family cap’s effectiveness. If there were no decrease in
“births, as the experimental-control data suggest, one would not
expect an increase in abortions. It is, of course, very
important to continue to monitor the evaluation data to see
whether iscreased abortions do in fact oc¢cur, as the pro-life
opponents of family caps fear.

The experimental-control findings on births provide no support
for those who argue that family caps are an effective policy for
reducing ocut-of-wedlock births., They also provide a context for
agsessing potential harm to children f{rom reduced AFDC grants.
In New Jersey, Bd444 babies have already been born to families
affected by the family cap. Their families receive on average
$64 or 13 percent less in benefits than they would have., The
ability of the families to meet the needs ©f these newborn bables
ig therefore extremely strained.

Ac the national level, we know that in 1863 2.1 million children
on AFDC were borxm to mothers who were receiving AFDC at the time
of their conception. If family cap policies had been in effect,
and if none of these births had been deterred by the policies--a
result that is suggested by the New Jersey findings-~the families
of all of these children would be receiving lowzr benefits. On
average, this benefit reduction would be $72 on a median monthly
grant of $366, which could mean real materxial hardship for
substantial numbers of children, both the ¢hildren who were the
obiject of the family cap and their brothers‘and sisters. Bven if
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birth rates went down by some ameunt as a ryesult of family cap
policies adopted on a large scale, willions of babies would still
ke born to mothers on AFDC and would therefore receive lower
benefits,

Congressional deliberations. Meanwhile, Congress is debating
welfare reform, with illegitimacy’ an important focus of the

- debate. Many oOpponents of the House approach argue strongly
against the provisions in H.R. 4 that punish children in the
guise of deterring illegitimacy, and have urged the S8enate not to
adopt such punitive pelicies, including mandatory family caps.
The SBenate Finance Committee bill is silent on this issue, while
the Senate Democratic leadership bill explicitly prohibits family
caps, reflecting strong feelings among at least some Democrats
that pexrmitting family caps allows states to deprive children of
degperately needed benefits., The family cap issue is one about
which Congress clearly intends to make a decision, with the
outcome gquite unclear. Some in (ongress argue that granting
large numbers of walvers for virtually identical policies ‘in many
states is inconsistent with the demonstration intent of Section
13115, An obvious issue is whether or not family cap policy is
not better decided in Congressional debate rather than by
allowing any or all states to adopt the policy by waliver.

fecinions. We now have demonstrations of the family cap
operanzng in nine states. Over the next few years, these nine
demonstrations can provide comprehengive evidence on the likely
impact of family caps in diverse demographic and policy setiings.
There are family cap waiver requests currently pending from five
additional states--Massachusetis, California, Maryland,
Mississippl and South Carolina. Nearly all the existing and
pending family caps demonstrations cover the entire state. If
the pending waiver regquests were granted, family caps would be in
effect in states with 36 percent ¢f the total AFDC recipient
pepulation. As a result, Congressional authority to decide
national policy on a crucially important and controversial issue
would be significantly limited.

In this context--of new evidence and intense Congressional
debate~~it may not be appropriate to continue granting waivers
for family cap demonstrations. As you know, the statutory
authority under which I may grant waivers of specific sections of
the Social Security Act is explicitly for demonstyations,
evaluations and pilots. You have always emphasized the
importance of good evaluvations and of learning from our waiver
demonstrations, recognizing that the waiver authority should not
give the appearance of the executive branch undermining the
congressional prerogative of determining national policy change.
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Recommendation

For all thess reasons, you may want to consider denying the
Massachusetts family cap waiver and subseguent pending family cap
waivers. I do not kelieve that a limited decision would
compromice the administration’s commitment to state flexibilicy
for innovative welfare reform approaches. We should continue to
work viaorously with the states and continue £o grant other
WRIVErs .

PROTECTIONS AFTER A TIME LIMIT

Massachusetts is also proposing to implement a two-vear time
limit beyond which recipients who are not exempt from the time
iimit will e ineligible to receive benefits for thres years.

The state’s walver application does not provide for guaranteed
extensions of the time limir for adults who cannot find jobs by
the end of the twenty-four month time pevriod, or who lose a {ob
and cannot f£ind another, even if the individual is making every
reasonable effort to do so. The state proposes instead to give
the comeisgioner of the Department of Transitional Benefits total
discretion with respect te granting or denying extensions.

Department Folicy

In reviewing demonstration proposals, the Department has followed
a policy of insisting on the basic principle that, at a winimum,
the children of recipients who play by the rules and who cannot
find & job must be protected. It has approved only waivers that
embody this basic principle, which is at the core of the Work and
Responsibility Act. ;
Fifteen states are currently conducting demonstrations that
inciude some form of time limit on benefits. Although several
other states initially proposed policies similar vo those of
Massachusetts, all of these states ultimately agreed to provide
for extensions in cases where recipients cannot find employnent,
or to guarantee employment to recipients who cannot find
unsubsidized jobs,

Recommendation
While negotiations with Massachusetts may become stalled oxr
delaved over this issue, the Departwent intends to adhere to its

policy throughout the negotiations. We should stand fiym on this
crucially important principle. .o

Donnma E. Shalala



