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The House 1881 week approved 
. sweeping welfare-reform legisla­

tion that would create blOCk grants 
for state wetfare programs. 
impOse a five-year limit on cash. 
benefits: ban cash aid 10 unmar­
ried parents under 8ge18. ·and 
repeal ttle automallc guaiantee to· 
benefitS for low-income mothers 

. and their children. 
In the Senate. the Finance· 

, Committee is eonsidering welfare 
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Cl.INrON WJJ:lJ1ARE BILLSHOur n """NAt:flW: .~. . . 
'testimony , , , 

Ricilard P. NllttlaLl 
S\J.bcommittee 'on Hum.an Resources: , 

U..:i. House Committee on Way3 tlIlIJ M~llS 

Allgll~ 9, 1994 

, &.:1 "eteran of w~]f~r(' l·e{or,r.I1, ilch~r~ gning hRC,1c 2, yeaR:to wben a, , 

, Repuhlican. President for whom. I wOlled (Nixon in bis first term) tri~ to 

climb thiS .mountain, I have ttought long and'hard about t.he (~Iinton weltare 

reform pro'p()~l (H.R. 4605), tho Work and Responsibility A.ct or 1994:, 'If 
" 

1 

,ou,ldwavc a magic wand and pave theOinton biU enacted is, written, I 

would do so. I remember well the haTdi~sue$ we wrestl<:Q :with tc> df.S;,gn , .. 

NJxon's FamIly Assistaru:e Plan} which was Dot enacted., Itbnd il:'i £I~., No 

reform bi1l tJ. the botbux uf w~Ifart; policy can 6.111y satisfy pcopl~ li~ m)'S~If 
*mo make our living as pol!!..)' l.Ulalysls. . Not i~ cve.ry proVision of the Clinton 

bUl just wbat persOnally I would li}-,t., Nevertheless, on,balan~. and taking 

into account the argumcob below abo,ut' how c.rudal it will be to .implcme,nt 
, I 

, ! 

this ~w program effectively. I would be pleased to sec the Cohgre.~, adopt 

"the ,Clinton' bilL 'The fe;!r of course l~ ths.t In the cauldroh of welTalc 
emotionaUsmthe bill win be chaneeil in ways Ulat would be lJar.mful to the 
pOOt, especially poor childre.n. This is a dangerous, ti~ for fioaal policy. 

Still, if you eou1d adopt the, Clinton pl~n a.~ wntten. J wmllri ~gydo iL It 

H:;p.r~~(.nb CJ ~fl5jblc middlo grouod th:.t in lnllol'ly WSI)-'I: huilri!: iTifellie,enlly.on 

c:xisting law. 


, ,In t'he Ilsual way, ibc Clinton welfare reform bill a~d tbe, statements 

, ' i' . 

made, aoout it, uV~J.pJ.omise. If thi:;; l~gislati.oQ is· passed, tbe federal 

government lllUb1 il.void what' has bap~Jlcd too ,oft~ in the paltt in this field; 

http:l~gislati.oQ
http:iTifellie,enlly.on
http:H:;p.r~~(.nb
http:l�e{or,r.I1
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.. we promi$e. the sun and we delivenun sp~ts. The JOBS title or the 1988 
. . 

Family Support Act is an illustration of this implementation gap. lbe 

Family Support Act p~~~ed in 1988;~ a hahnc:e.d 1:tW r"hrt'f. t-I;d.~ the st~tR$ in. 
" .' j 

, i 

adopting policies to got welfare families heads into the regulQr labor force. 

But based onrescarcll we have done at the Rockefeller Jnstitute of 
, . 

Oovc:nunc.nt, tb~ funding for this law bas been too Umitcd, and tbe work 

. done lQ implemc:;nt it has gone slowly.l 

E\.lJllUluj~lll'lsa"c a. U/u'-vVl iu lh~u.L1 ~hal ~it,.amn~. ,n~ ide... ~ 

th~t'wl12itw~ tt:fl people makes a (.Jifferer1(,;eill'thelr t:eOIlomi~ ~l1avi()r. In 

the alSe of welfare po1i\.y. we hayt been sig.nullillg like ~Tazy Cur yean; I1UW, 
. . • I 

, . i 
but we have not mauc enough of a difIerel'Jce. Ovr.sign~l bas been tbat you 

I 

~hmllrl not have a child until yOIJ can support that Child, that yousbouldn't 

live:4 lifp.of rtf'.pe"dency on,f.he slllte. and that children bornl~very young 
. ! 

single mothers are 1ili:eJy. to have a hard time of it. . Almost every welfare 
I 

plan [ can·· remembcI - left,. :dgJrt, and ce.nter ., has signalled {indeed 

pre,ached) that work Is' better than we,lfare. tJUlt familic.:s s~JOLIrd be selC 
. 1 

supporling,and that both parents of a ch.i Id shOo ld be part of' this self..stlpport 

systCIl1. Wf;, lmyC in foct shouted this to the rooftops..' And yet illegit.ima<:y 
" . .'..; . . 

rises (not ju&t among th~ poor of course) and wclfarc.roles arc \lp. Many 
• ..:" I 

.. pwpte wt wcUa1= quiCkly. bat the. big \:~t andtbL? big prob1em is the long 

stayers. 11lis group OVCnc.pl~t:J.II5 t.ceuag{;fS who have chiJdren out of 

'\\'edlod: and leao a lifeofwelfare. 

.F.veryo~e who knows about .this field knows that ill ,promising jo~ 
. . . ". . . . i· . 
aftp.r. fwo yE'.af" the Clinton Dill .sends a Strong signal mat presents lo~ ur 

problems as to '\IIh~t'her we can really do tbi~. I credit tb~1 framers of n".e 

2 
I 

I. 

http:Oovc:nunc.nt
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CJinton bill,fer their phasing in .~£ this requrreme:ct, ai,though even with the 

phase-in, the goals sought are tremendously ambitiouS. ,I 

Why then do I say we should pos:; the bill? 

My cxpcricoceand my rcscar¢hsuggc3tfj~'e points that)cad me' to' 
I 

this coodusion: 

,..L A:; I.t, lII~lII1;cl' uf tJoClJ:d of the M~npuwer Deruonstrd.tWn 

Re~an.;b QniJoration. 1 have doseJy swdied MDRe reports \bat sbowtbat 
. .. \ 

, . . . I ' 

woJ"k/weli'are programs .w.pr:l!: - nO{ well enougll In many places. but dial thr:y , . ... ~',' 

.dO worle. It woUld, be (3e$lrable to do demonstration research on the effecTlil 


of time limits on. welfare. .However, that takes time. If tJ:lere is no welfare 


. reform legi."ilation this year,' i'think thi.s kind of research should be pushed. 

. ~ .' . ' I 

but even under the best of conditions it will not Froduceremlf~ tnat this 

Congress o.r the nC;lt can consider_ . 
,. 

2, At: the Brookings Inslitution and Prfnceton University, we, 
. !. . 

conducted a tlational jmplementa~on ,moyof the CE,"'fA public seNfc:e jobs 

program jn the Jate sev(.nties. Contrary to' wha.~ everyone remembers, 

(CETA is remembered as a big Hop), the CETA pubncseryjc~ employment 

plOgram worked pretty well. Tn its early days, tC8sonabJyjob;-rcady people 

: dldlb.~llt wmkin the WllUlIUlIily. H~~lt Prh;e. t,li.c DCW prcsidcmt and "hief 

executive officer of the NaTion~J Urban Lci:$gue, has ~rged'a'new public 

servi~e jobs program 10 deal wIth low-leYieL public inInlS(.rU(;~ule)leeds, 'Of 

1II'bit'h WP. 'h~ve many. The hill nefore yoti ties in weUwIth his proposals. 

1, 'My third rejl!;on for. saying go ahead even though bfg 

, challenges are raised by tbeO:inlol:1 pTOpn.<iat ll\ tnallhcre is~ in n.. II . " . ..' , ' . 

provides critIcally needed additiooaI money to the states to make their JOBs _ 
. . . ~ . 

:.: . 
programs work. 

. i 
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, , 

~ , ,The fourth reason for my condusio'o i:m"O~~s lntn.f1~_. 
, .. I " 

, 	 ' I 

As a student of implementation in government, I have observecJ;that we learn . . . 	 , 

a lot of,things by doing thero.. Y($. we shou1d plan ~ carefully and 1ake 
I 

Dtanagemcnt factors into account in doing so. S~e or this: was do~e in 

writing theOinto~ welfare bill.~ut the fact remains that it bi~ off a huge 
. ' 	 ,', '« 

c'hunk, and that th.ere wlll n~d to bealotof adjustments aIoogithe way ifwe 
" .. , 

are s~rious about tbis stronger signaI1ing strategy for We1~re.' Still, ' I 
, I 

(;OIlclUth:: we. need to make a more l.!'""Jbstamial commitment tQ lob creation 
, 	 , 

for welfare family heads, both for peopJe already on the rol,e.~ and as a'signal 
, 	 .• I 

to other young peOple'that the govern ment wuu't Just StlPPO~t >fou forever on 
I' ,, 

welfare if)'oubav<l" a babyyoucan:t support. 
i 

S. , The final reason for my co!lclusion in~olves 'the imporca"~ of 
, 	 I 

i.Q~ as the best route out of welfare, , This'is the approach NeW-York Statids 

, taki.ng now under social services ~mmjssioner Michael 1. nhwling. The 
, 	 , ,', 'i' : 

New ,York program is called ~Jobs First~" At a recent bearing in New York 

, at)" on this approach, an emp,toyer .in the ,Bnmx whtl hires ~lfarc r~'u1i1y' 
, .,' 	 : 

heads in a borne health-care program said he didn.'t like to hife women who 
" • 	 'I, ' 

have cycled througn one tra;ning program' after another. l1e caIled them 

"training junkies)If aDd, said many of them are just pJayi~g the 'sYste~ 

Eth.lcation for skills and training are the right answer for manY wdfare family 

hcad~. but I think we have gone, too far in this'direction jn't~e past decade. 

Training 1S not the answer for many welfare family heads. ' 

I' ' 

··Jbese five· points reflect my reasoning as to why ~.cUnton ~i.il 

, should be enacted. It is ambi[i~us and ten~s to be oversold.; But what else 
," 

,u 

4 

, 	 ' 
l 
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is new? In my view the bill represent!; as good a balance as we are likely to 

get now. If there is an opening this year TO put the knotty. welfare issue 
. . 

behind us by enacting this bill in the'103;d Congress:. I hopey01~ Will'do it_ 
. . . ! . 

. • .' 'J' 

U a full-scale welfare bill cannot be' enacted this :year, I ·hOpe 
! 

. consideration wHI begivcn to a ..t~Q-stc.P approach. By that 1 ~ean enacting 

some changes now to aid and pU5~ the states in implementing the JOBS 
. .' 

program. holding off until the l04th Congress. to debate more fundamental 

changes. The Clinton bill recommends $2~8 billion. over: five ycal'5 i~. 

add~tiollal funding for the JOBS progrJJ11. It also provides 54.2 billion for' 
I 

c~ild care, Sl.5 hinton of this amount for the working poor.·~ere isClnothet 
" '. -. I ' • 

$3()O miHion for pregnancy pr~vention, plus $600 million to !Ot~ngthen child 
'. . (. 

support enforcement. If half oflhis funding cou1d reauthorized now - '$4 

billion divided among these several .purposes . it would help the states beef 

upthcir JOBS programs and related servicesinoruer 10 build a better base 
; ..' 

for the Jc:jnds of more far-reaching changes sought in the form of tIme limits . . ! . 


and the institu.tion of a. Prcs.idcirt Clinton's proposed WORK p~~Zlm. . 


--' .__.- ----'--------------'- --_.. _.........-.. -'-_':" ­

J(idlard 1". Nalflaii is dircctar ~r tho; t<ockcfcl!cr {nstiture or Government and ptO\'O!'t of Ibe 
Rockefcllcr College of Public AIfair~ ar.d Policy, the' Stare Ulln'Crs1ty of NC'A' York. H; is 
alsO cilainnaD 01 the board of the Manpower Demonstration Research Corporation:. This 

, t';~ll.QnJ' cL:~ not a~l'IQCLlt the. Yi".,..~ Qf <;ith,r the RockcfcUu ·ID.5litutii or rbG. Mi1n~ 
DcmoQl'tration Rosca.rth Corporation: It states lb~ aulho!'s pOSition. I . 

i' 

5 , 
. ! 
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I.NOTE§ 	 I 

I· 

.1_ 	 Irene Lurie ana Jail· L. Hagen, Implementing Jobs: 1M.lnJ.rtat 1Ji!iicn. 
Qna ·Stmclure of[..oeal P""8/'ams, Tho Nelson A. Rockefeller Institute 
ofGovernmcflL State University of New York, 1993. 
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. An Alternative to thc:House.Pu;ed Welfare leform aPI' " 
. ". April 27, 1995 , . 

I , U.s.. Senate Corilm1lk'c u. fiUll« 

Ricl:w'd P.Narnan.Director .. , 
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ftqllifts moaq.1'or activities to reduce welfare cIe~, allWtnkd 
prepaacies. and cblld abuse aad neglec:t.. ", . L' ' . , 
While ~Iocll: grantS for welfare have adv~"1a Pto'ridmlJreatvr . 
ftaibiJicy to 1he stales ai:am'JD1 them. lIu:e:rltiYes to COJ11ro1 '~ostI, a . 

. , msUor d.ra.bade Ie their :lUx.so mIlORd. toem:ffC! ~jDg"
,uela as a aaliona}reteSSlOiI or seriou econom . pi'Q .5 III 
particular regioaS or tbe c:OwItry or indiriclualstates. Pnnilioa 
sJl.oaJcI ,be made Air 4ea.1i9i' botla vitJa eIM....- aBd. Inllatioa. 
quJekly aad aulOJIIlllcally fa a DeW' sysuaorwelf'aft block Jl7lau. 
Tbe "RairLJ Day-Ioaa pmisioa orH.R.. 4 Is a l'eJ7 small , ..brella.. ' 

, 

• • • • • 
" ' 

'I1I.Re'l)pes orCnuds 

There an: three main types of federal' grants .. thoSe to states and localities for . 
QpC!ratin,s and gpital.~es 8nd those.for entitlem~nlJ to people that flow :lbrough tbe 
Slates. The latter type of grants • entitlement g;:anlS • nOw dominate tile fecleral aid 
landscape. KCOW1ting fol'two-thirds of all federal' 8ld tD states and loc;wties., : 

, We have created blOck'grantS !It t.he 'past fur ~atlng ~ Qlpilal ~rp0503., but 
ha~'e ,never blocked entitlement pat$- DoIDg so reeresems a sea ~" for Americ::an 
intergovernmental relations. The essential questiOD 1i ,wbecbcr the I uat10naJ goyellllDer.U 
sboulO ~antee aid (money_ foOd. health ,*o) 10 the ~ fM so.aI.Ied '\afely net" 
func1ioos. RepubliC8l15 in the past have said theM safety net timdioas • e;uaraDUtei.ag such 
aid • should be aaationaJ rcspomibillty •.. Pres.ideat Reagan ~U!d hIS position on this 
2'?~Jlt many times, as for example when he said iD. b1s 1982 Sta.te oftbe Unioll Message:
"We'D continue to re-d.ire~..oUt resoUrces to our 'Wt'O highest budaCt priorities· a strong'
national, deleuse W keep·AmeriCa free and a( peace and a rcUm]e afety Get of social 
programs for those who bave.contributed and those who are in need.~ . 

Persof!3lly, I have misgivings aboutblock.~~entitlemen.~atlts, but ~ 
~age is, "If )'Ou·~ going to do it. do it 1'i$h£., . TOe main ~. poin! in this 
testimony lS Ulal there neea.·tO be a separauon 111 grarrt-blodQ"I between entilletnem 
block grants and operating b.1odt grants. . . '. .; . . ' 

HJt.4 ' 

. For ma.ay 'obsetYers, the House welfare reformbm is viewed as a ":'block" granL It 
~ federal soCmiiDII and removes the matclt.ing requ.irementfor the states to aid poot
fainilies. WidlOUiloll2g iDtO tbe histoIy bere (see attachmcut) or atcdmical discussioll of 
btock uanr.s.. lets for t.be 1llOItIellt a«ept this de:sigl;atiou as a b1oc.k: ~ even. Ibougb
RR. .. i, better dc:scribedas capping :entitlemc.nts fot Aid EO Families with Dqcndcnt
Clilldren (AFDC). foster carCt ana-cbild trutrition., , ' i· . ' 

. I 

" . The framers .Of this legisbuiun· want to. ltoV the ~wcb' of p~' for .poor 
families. TheitbJock ~t. aIsohas strl~ • toug,ls om:s. It not o~ capsspendiDg,,it
prohibits &he states from using federal funds .to 8J.d ~ 'famili~ Under cer~ 
citcumsWlCe5, spedfic;a1ly if c:hlldr,?n are bora.,to a wo~a.ild~ tip 1.8. .If th*:)'ate born to 
a woman already_OD. welfare. aIK1 if they are JD a family. UlwbidJ the care liver has been 
recemq ~ for DJ.OR than'five years.' i'. 

, , 

2 

http:e;uaraDUtei.ag
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. 1 
, 	 I, . 

This seamd block groa.nt overcomes what I regard aSl 1tl SpOUI problem with 
. H.R. 4. namel), that it elimiDates the funding for rbe alrrcnt JO.progra.m.; The 1988· 
. passed JOBS program h.u not heen pushed hard e!1OUgh. but .it does wOrk in many places
and it,involv!!s servi= tbat are absolutely essentiallO.fedudng wel(a,re, dependency. The 
welfare..semce5 blod: grant proposed here would not only preserve tln: ideal and aims or 
the JOBS progr~ it would change it fundamentally. It Would place more empbasis on 
~. It would include targeting requiremenu ill whatl believe is .'be best ~ to do this • 
namely. tied to Ihea.ctivities needed to get faJnili~.off of welfare. It could. for e.umple, 
stipulate that single poor PaI:CDlS under. 22, if they are not inscf1ool. should be· plaCed 
in a ·~workf.arc"lob to work va .their welfare benefit:s., Child. care would have to be 
provided, wbk:h, is an advan. of having a block grant thal would permit ~be SIa.tes ro . 
merge federal aid for a ~e of family seMCleS'. 1"be secoDd group that. v.1)Uld let priority
for workfa.rc jobs (again siinilar to H.R. 4) would be long-timers on welfare. i.e.. welfare. 

. f'cuiilly be~ds who nave ~~"edaid fot:: fiv~ years.. Jliey too would be a priorily group to ' 
be placed an a workfare Job if a regular Job IS npt available for them. :' .' , . 

• • I. 	 I 

~ believe this fonnulatio,! i~ corisistelli with the spirit of HJl. '4 !;~Io'Birig the states. 
to decIde who .~d .be eli~ble fa! welfare .assiStance ~. 11'V101 thim: ~er 
management flexibility. In faa, HR. 4 15 more ripd and ~e tluin. curmtt law in 
Uris ~ct. . The alternative suggested, bere tombting ofpriorida Cor' wur1d'asc and. 
related child care and employmentservicestied to the funding provided for Ihese P!Jl'PDSCS. 
is both more reali:;n.c &haD H.R. 4 and more appro2ria.te to the basic idea or a block grant. ' 
Sta~ could go beyond these priority groups· 3l1Q. would determine the &enns of werle . 
le'l.uireme~ts and workfaro OD.a basiS that reflects both their part.1cular conditions and 
theu' planning foe·the 'usc of avallablelwlds. . . 

. , 

. I interpret the attreor grouDdsweU of sup~n for wetfare block ~ts·as iildic:acing 
a high confidence level on preciseI)' this basis ()A the part of the ~. in the ability of 
tile mtes to sbape and manage ibelr QriI(Jl social progralt1S.! .. 

KerPoiat 

, The key to this rwo..bIOdt plan is tbat there wOuld b¢ 'money ill the secOnd bloCk 50 
. 	 that it is reasonable to expect that states can actually get JlC9P1e Off of welfa:cand into 

jobs.Tbis is not an unfUnded. mandate, wbich uafortunately iJ the case oftbe· welfare . 
pt'o~ibitians aDd work ~emenls in H.R..4. 1 also favor ~ provislOD fQ1' ~te. 
·n:ial.nten.ance of fiscaleffon m the work-and-cbild--ca.re field.. say 20 percemst'IUe matchidi- .. 

. ' 	 . 
. 	 _. . I . .' 

This secondwork-and<hllcH:'are block should :have aoother imponant provision. I, 
should as&Ufe \bat there are case managers for all emoloyable welIare ·f:aJ:Dilies. That 
J)Crsoo sboaJd not be allO'llo"Cd to have more than 100 caSes.:.'Ibi5 is the ·Rive~. 
california ·O~"" model. Tbe$C front·line case maJl~ are esse'aUal 10 rC4;luciog
welfare; They need 'to have\be time and resources U)·do their job. '.1b9 are tl:Jeworketi 

. w~ among melt or:her duties, are involved in 1be c:ruaa.t effoiU· to CD!lVince ~ people
(especially leena~ 0001 fClllale am! male) to delay baviag chiIGr'CIl whd. thei ca&U1ot 
co~eiva1:ily care for them on a basis that enables the paremsto p1 in&o the mamstream.. 
labor fORe. 1"hi5 is a big proposition 10 asoure effective case managemenL But without , 
some. altcntion I(;t the ..~.-and '1:Ia!t of welfa:te re£orm....... are :p1.ItIing too much . 
re~ 04 preachments and prohibitio~ trom 011 bigh. '. . ;' , 

I ' . 

'. Such imp1ement\\tioft aeti"ilies.ar~ the short suit of.AroeriCa.tt:govcnunen1. More 
bard ibinldng needs 10 be given. in the current welfare-refonn debate to tbiS 
hnp1ementa.non dimension of reform, particularly as it applies to! the state ro~e or moving 

: 	 'I' 

I 
" . r . 

. 1 ' 
• I 

http:aeti"ilies.ar
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welfare farm1y heads into tbe labor forte. 'The govemon wennigbt wben th~ comp18ined. 
rC(emty that lLR. 4 ia too prescriptive to be 5emiblyworkable ana rca.U)"~t1ezil)J.e. , . . 

.' lu.ditla M. Gue~ ~eside.a.t of tbe Man~er ~oa. Research 
Corporation, made • similar pomt In recent tatimoI1y before this Committee.. . 

J 

. . TIiis' tWO-block ptaA would include an adItiiluscrarive SU'Uct:ure de:srpd to avoid' 
. poteD~~roblcms with ~.R. 4. I propose C?'eating a Welfare StabjJiptjQJl Board that 

would Udo r"resentattves from me EcealtM! Branch, the'~' and pet~ also 
the states.' . Its job would be to oversee the new system and adjUst these two blOcks as 
coa&tious change nadnnallyor in particulac I~ons 8IJd states. :c 

As stated earlier. there need to be ways unOe.r.a new approach to wetfan: reform to 

deal with emergency collditions, such as a reces:sioD, rapid iD&tion. or adisaSler. The 

initial reQ')urse shoUld be ,illtomat!' - and it sIlould be grants, oot loaDi. . ,. 


. 'IlIete hav~ beenpmjous laws and proPosals 1nC~~~~~ SUch ·c:otimer­
")'dial federal aid. UnCler President Ford'in 1976. a version'ohhis 1_(ClUed tile. Aatf· 

ReceHjon Fisca1.As.si.stanc:e kt} was eDac:ted for $125 bilHon.. A ~mila.r CODllter~dical 

revenue sharing bill ~~udCd in PJ:esident Caner's 1m EcoDOIl'lie Stimulus Program

for $1.34 biUioo, also With triggers based on me unemplO)111C1!t rate. Trlgcr mechanisms 
like this are uSed for unemployment WsUl1.l1Ce. 'There IS a sjmiJeri trigger meclraDi$m for . 
emeigency lowms iD H.R. 4. 

. ',11 is C5&eJltial to ilxludesudl a. feature in the family.assiStanCe blo4;k gJ4PIt,~ J 
here. It ccnW:I, for ~l.e, a.utomatically trigger emergemJ .. ~W1i.enen It&eni is a 
!LwUter-ro-quaner decline ia national GNP or the UIlemptoymenc rate ezceeds some iew:L 
There are :waJI to.do Chis aatkmally, n:~J all on a sta&O-by-sWe basil. ~h a . 
triggering dcYicI. could be fuPy automatic or could be sub~ to CoDgtessiOD&l ~al 
wittiin a certaiD 'lime, with the .~tloa. that failure tD disapproVe coostitutes faVorable 
a~Uou. The Welfare Stabilization Board abo should have the power to· recommend 
(p¢Japs on request fromtbc President) that the Congress provide emerpm.y.m:cis to 
selected states due to special problems ona basis where tho Coa.~ wouldbave co 
ccmsidor these. rec:om:meridatioDs within afi.ed am.dunt of time (say ~). ' . 

. . .There also needs to be ~~ in new w:Ifare IcgislaticC 't~.take·a~of !ntt.n'e . 
1tla'e8.SeS. in costs. On an annual basi!, there snould be ,cost-¢i1mng ~ts 111 ~ \
family assistance block grar&1 • for exam~Le iDaeaSes of.S pex:a:,l1tOT Lhe' IIDlnallDCrC8SO III 
the Consumer Price Inda, 'Wbidlever. is,higher. . This 5'percimt tevelrcprescnti the lowest .. 

5 

.'. 

l 

I 
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fagure ror the esCalator c1a!.1s.e among'proposa1s advanc;:ed to capM.e.dicaid. spend1n& Since 
Medkaid fundiDi for aalle catefor families on welfare woUld be thc~t chWik ira the 
family assistance block grant sugestcd, hl:rc, I would hope that this postQcm.favoring a 5 
petcenl aonual esaJator clause, could be alllSidered ~parl -ot I. bJoadened and more 
fledble alternative to ~. 4: I recommend further. that, add-on emcr~~ and annual 
payments under a ~ ass,lStallce blodt grant be dlStn"buted under aJliffirem formula.­
than t!1a~ for Ihe f,,1Uc~"Ul grants, whkh funWng lossume wjll be dl&tributed aecordiaa to 
the cXlsbng shares of the states. 1nst~ad, aJUlUaI incrementa could. be distributed a~rding 
[0 a formula to be deve(o~ by the Welfare Stabilization Board, and app(oved' by the 
Congress Wld the Presideau tlUlI, would have the' purpose OYer time of ~ually bringing 
other -need" ,factors iDlD '''DUAt in tbe, allocation of famny a.ssis~ bloCk gant fund5~ , 

, , The Welfare, Stabilization, Board, represen':iDg ~. brarxbe5 of, the ' national 

,government aDd. perhap& abo the states,' show<1 In adCoitloo have Foeral OVCrsighl 

responsib.i.liries to .as&e.SS and "POrt regularly on wb.a% is happe.airJg iuicer tbis cb:anpd 

welfare SYStem. . ' . " ' " 


... .. .., 

There is no such animal in the'federal-aida,rralasa ·pute" block~L All of~' 
block s.rants. particularly. those enaCled. over 'tllepast ~. years: since Nim:a.·s New 
'Federalism, haw been broader and Ies& conditioaal than the .pre'!ious "cate~" gram 
programs wbkh they replaced.' They all bave ~ but ~r s~ thaD the 
prea«essorJ?~ The alternative to H.R. 4proOOsed ill this testimm:ry has fewer 
strings than HR. 4 and affords paier policy'and admtnlstrative fl~biJity 10 Wutaces. ' 11 
controls costs and empbasizes work-oyer·welfare. At the same timet it deals. realistically . 

. with tbe implementauon challenge "fworkfare, adjusts for inflation and fiscal acd social 
. emergencies, and provides aDvversight mccbani.sm. . " . .' . 

This pr~ alternative approach is not a cover for more spemling or business as 

usual for IhO welfaro population. .It would tum more re.~l1S1'bility avetlO tbe states than 

H.R.4. It would emphasize work, DOt education andtrai.nfn2,. a the best route to &elf 
sufficiel'lq'. 'Such an aJJematiw to H.R. 4 wuld provide 'the oasiS for a compromise on . 
which the Administrtuion. leadeJS in the Senate. and state officials could come togetl;er •. 
When the critical moment COOles. most likely in the budget process larer tlIJs year, such a. 
plan hopefully could muster enough support to be veto proof and to attract 60 VOleS in the 
Senate. This is not a disingenuous effort to muddy the 'WateI5 or change the direaion of 
the policy debate. Ra11let it is an altemauve to [be H01JK--pas.scd bill thaI also wculd , 
make fa:*readtiDg chaIigcs in social polit)' in the nation. 

/' 

Rit:hDrfl.P. l'hshIIn 4r ~OfWe Nei:ott,A.llDdzfello ~ oj ~WI,PIIbIfc poIiq ~ WIft 

Of ~l StDlI Uni\lt'J'fl{y 0/ New Ylri l«tzIt;d iIt A1HII1- He is also rJurir .0/ fIJ, btd of tV NIJ'/fJ1'fJ'rW' 
. Durl~ Raeardt CmpcH~ WII mtmlJg of N (loS. A4'NOI7.~ ..QIt.~ 
~. 11w# idea howfvvQf'e:a1: o/Drle. . .. ',. , 

http:mccbani.sm
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M;KbJllC. to TelliDlQV 

"A Note OQ the History qr Block GraD" 

Richard P. Nathan ' 
. April Z1.. 1995. ' 

. The nomenclature'ofgrants is DOt easy to exPlain w.ben it ~ to terms Jike 
'bttA:it Bran.~.· lIislor}cally, one CQIl go back 10 die pre.01mti~nal ~riod for 
cases ill which broad werpvcrnmeotaJ fiKal su\:wentions were made 10 the states.. 
.Dw:iD2 the peIiod wbai tk Umted State.a ~tedw:.uler, tbe Artic1eI, of, 

. Coaleaeratioa.· the Continental ~!IS adopted 1bc first ~ln.ai.d. to the 
states, J!UttiDa aside land for the support of pu1)lic sdJooJs. iDterritory west of the . 
Ohio River. '. " 

. Itwas not, however~ untillbe tv,-entietll ctQUUY in the WoodrowWU50n ~~ 
thai the United; States devdDped. specific cash grant5to the states that came to be 
kDovm as -eateaodal1t ~ .'.. .' '., .' . '. 

, , 

In an important V!B'f, the hiszOtY of block'grants is an ou~ at tIIfs·~ 
narr~ of categorical ~ with ~ifiati01lS about their eligible uses. oftell a . 
l"CqUiremea.t of mat~ fuads from the Stites. as well as mher requirements
'regUlatlq the use of thae f'undl. Incr~ 0Y'el ~ tbere ba.., 'been· stroaS' 

reactions to these pracdces, often rt1crrco to as the "p~. of fed~pnts 

and c:riridzed for Aea"Y ba.udedtles.s andimru.sivcaess on rh~ part of the' fideml 

p~~ . 

E~JierBlockGrants 

Lyudoo.lohnsoil saw the wrltiDg fJ!1 the walt ItWBS durlIJs ~ne~eaq'
lha.t ale idea or broAder u4 I~ coaCtitiow block gra:Ii1J besan to bold lit 
r~ to v.'bat the dIainoan or Johnson~s Coundl olBc:onooiic ~sors. Walter' 
HeUer, cal1cd·"the~olllre~· ',," , 

In 1966. P:residcnt Jolmsott proposed a block grant tb8t cnmoUdaIed several ' . 
relativelYlmall public health grantI iilto a single more.~~t for a 
range olbeal!h,ictYices. ~a year later iIi f961. lu1:mson toot al?iggCr leap into 

. grant blockiua (a1qmugh not eDtlm$~J wbeJl .bfa admfnisuatioo.. \rith 

R~bJieau urgiD& ba.c:Xed the 'creation of the law enforcement ~ pml. 


. LEM fuI:Ids were distdbu.ted. on a formula basil to states witb a.requi.remel1t that 

. 15 percent oUlle fwIds provided b~ p~ OIl toloca.uties.. , . . . 


Bloci: pts in the modem era have iDvolved the ccmsoUdatknl of pre­
cxi5ting catcFrU:al ~ into br:oader grants; with the combined stream or grant
funds from the folded-in programs allOcated to states wIor Ioca1ides 011 aD 
8IltODlaUc formula basis.'PrcSdent Nilon's New FederalIsm saw the maliGn of . 
savara( such block grants, notably for cxnmnuaity deYelopmat, employment and, 
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training. and soci&l services. NixDn also won passage or the general tc:Yel1ue sbaring 
,program in 1972, which provided fJe~ble aid· on a fomrula basiS fo .states and 
localllies. But dus was not called a blo<:k grant. beCilUSoe the use: of this aid \tr.l.( nor 
limited to a partiadar functiou of government like Jaw enforcement, community
developlllCQli etc. . . . ' . . 

TbRe 1)pes ofGrub 

FederalgranlS come in three basic types as to tbe nanue of lbeicc:nd uses .. 
entitlement grants. operating grants, and capital granIS.. Nixon-s,New FederaJiJm 
called for blOcking operating ai:Kf catJita.1 grants. bUt JlQt enti~tgtal!ts. That is. 
not Medica.id or A1cf tor famiUes WlthDCpendeur; CbildrcQ. (AFOC). Nixoa was a 
spender when it came to grants, and also for lbat matter other domestic.poildes in 
general. Be&des .his J'eVe1lu.e sharing program (which ir:rtolved distribUliDg SS 
billion per year in now funds to 5tates and locaiities) Nixon'!. bled; ""anti inclUded 
funds kDoWn as "'sweete/'leT.S. ... "1M term referred to e.w:a funds ,provided on top of ' 
the 1DDDe! C9lttained in the categoriQl1 grants bundled t:ogemerin a DeW block. 
Noon adOed lhe.c;e sweeteners as au iDdutemcOl to state and 1oca1 officials to, 
support his inItiatives. 

But. to reiterate, tile malo idea jn understaD~ block JP!lI115 is that Nimn 
did nm ~eeommend bl~king eDtitle!De~t grants: .~ lcrrm refers "? gs:Ub that 

,transfer mrome (both m caSh. and m-1dnd) to indlVldu.ah ami 'families based on 
define4 conditions of Deed.. State5 deu:rmine eligil:>iJity for beoefilS WIder lhe.se 
grants witbill fedc:rorll· guldelincs. The .national ~mmeDt reimburses the lI~tes for 
the benefits P!'l!lcied. en an open eaded ball. Whoever ~.. recekrfJI aid. &tId 
the state is reimbursed aa:ordiDgly. The food stamp prQgl'IID if DOC a gr&!ll-ID-eid. 
Food st3.mps are federal government vouchers.. althougll administrative fwlc1s for 
the food :iwnp program are paid to the states as a gtarlHn-aid. 

Ni.xoa's "New federalis"-/FAP and FHlP 

, . In advOQti;l& tbe sortblg out ~ctioos in Amerlcan fedenlHsm. Nixon argued 
tbatinCOIJle tranifers (casb, health ca.t't\ COSIeS' care, ~ool bmobes, food ,~) 
should be made lll.OIJ • got less - national in order to ~ ectw.d treatment of the . 
aeedy and io share this fisaU burden ou a national basis.; NeUber Nilon's Fa.mi1y 
Assistante, Plan (FAP) for welfure reform or his Family Health lD.suran~ Plan 
(FHIP). which w:u iirililat to Clinton's, 1993 P!~ were enacted. . AduallY•. if 
FAP and FHlP had been eoacted in the seventieS, n would have saved & lot ofgnef 
OYer th., put two decades. rigIfI now elp«ioIJy_ 

Ite..'. -aew l'td8ra1lnl­
, ' 

Presidcm Re~'s brand of -new federalism" (he Qidu.'c use the'ten:rL, but the 
press did to describe fJ:is program) departed fccm NiJonts 8pJ)roaib on thls very 
poinL ml984 R~&d~ ~ ~.and tumbac:k'" p~.whidI·h~ the 
national gov~~t taking <wet Medicaid. "In exchange, := statawere to pick up 
the full responsibility for ArCe. . . , ', . '. ' 

http:indlVldu.ah
http:Medica.id
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, . 

.' So. Re~ was 'on the fence intell~ on this federalism issae. He' 
wou.ld centraUic one income transfer p'r~ (Medicaid) and devoJveauorhcr 
(AFDC). As it Nn1ed out. R~an 5 ~wa.p and tD:rnback.- pIan ·GeYer went . 
anywhere; i.t was not even introduced In tbe Congress. , , . , . 

In the 1981 Omnibus Budget Rewnci1iation Act (oBRA), RoaatdRapn 
won eo.adment of tUne DeW' p~ ca.Ue.d '"block 8111111$. by hi.edrinistration. 
They were for ~ratiD& and capital functicms • riot tOr eDtitlemem-typeprograms..
Three were in the bea1th field ·far the preventioo. and 1reatme.nt 0[ IUDstaDce abuse 
and mental heaIUI,prevenU'fc public: hCalth scrvices., 3l1d tnatemal and child health 
~e. Four of the "'blocks-, contained oaly ODe pre.existing grant. So, at least in my 
VIeW. Reagan as a &rant blocker was ovenated. 

R~'s block grants and Nixon's, have one poim in CODlJJID1ltllat is very 
i~orta.ot wben conside~ the ideas advanced by the DeW ma~1y in the House Of 
ReP':eseJltatives. ().,er time. these grants have. hst vti&e. boUL mDOminal dollars 
an".in real Ierms, i.e., adjusted {or iiillation. A teQ:Dt. reJlOrt by &cn:a D~ Gold 
from the Center for the SNdy of the States of the Rockefeller IDstitute of 
Government on nine block grants (some. of Ni.'roc's and same of R~ts) showed 
that four decliDed in actUal doUar:i over the tell year period 1983.93~ one remained 
aboul the ~ and all nine lost groimd in real tcnm. (See tableauac:bed.) 

http:i~orta.ot
http:1reatme.nt
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TESTIMONY OF ROBERT GREENSTEIN, EXECUTIVE DIRECTOR 

CENTER ON BUDGET AND POLICY PRIORITIES 


Senate Finance Committee 

March 9, 1995 


Thank you for Athis opportunity to testify on the important topic of welfare reform. I am 
Roben Greenstein. executive director of the Center on Budget and Policy Priorities. [n the late 
1970s, I served as Administrator of the Food amI Nutrition Service, the U.S. Department of . 
Agriculture agency that administers the food stamp program and other food assistance programs. 
recently served as a member of the Bipartisan Commission on Entitlement and Tax Reform 
appointed by President Clinton and the Congressional leadership. 

L The Goals of Welfare Reform 

The Family Support Act of 1988, the last major federal welfare reform effort, was a 
bipartisan effort based on the premise that the AFDC program should become a system that 
embodies "mutual responsibilitY." Parents had a responsibility to move toward self-sufficiency by 
participating in education, training, and work activities and the government had the responsibility to 
assist families by providing cash assistance as well as rraining opportunities and needed child care. [n 
addition. noncustodial parent'> had the responsibility to pay child support. Within the structure of 
mutual responsibility, the Family Support Act struck an important balance between the sometimes 
competing goals of promoting work and responsibility and maintaining a safety net beneath poor 
children. The social contract embodied in the Family Support Act stood in stark contrast to the 
original purpose of the AFDC program - to provide cash assistance to poor single parents so that . 
mothers could stay home to raise their children. 

[n recent months the welfare reform debate emanating from the Contract with America has 
shifted away from the principle of mutual responsibility. The House Ways and Means Committee 
proposal would convert the AFDC program to a block grant with fixed funding for the next five 
years. The proposal would eliminate the entitlement status of the AFDC program - no child would 
be assured of receiving help in times of need, regardless of the depth of the child's poverty or the 
parent's willingness to comply with program rules and work requirements. The proposal would 
mandate that states deny federal block grant assistance to a number of categories of poor families, 
including those headed by a minor mother and those that had received aid for a total of five years, 
regardless of the parents' willingness to work or their inability to tind ajob. While including high 
work participation rates, the proposal fails to commit the resources necessary for states to conduct 
serious programs that move parents from welfare to work. 

In short, the House Ways and Means Committee proposal would end what are now the 
government's obligations under the Family Support Act's system of mutual responsibility. The 
,government would no longer be required to provide s.uPport for poor families with children and 
resources would fall well short of what is needed to increase efforts to move parents to work. 



...... .. 
'­

In my view. welfare refoml should be about promoting work. requiring responsibility of both 
p;lfent<;. ilnd maimaining a safety net for poor children within a federal-state partnership that assures 
SLlteS the tlexibility they need to create innovative programs. Maintaining the entitlement status of 
:\FDC Lloes nOt mean that welfare should be "something for nothing." Instead, reform should build 
nn the Family Support Act's vision of mutual responsibility. In pUll because of insufficient JOBS 
runJing. this vision has not been fully achieved. 

Because only a small number of parents have been required to participate in JOBS programs, 
tlle AFDC system frequently does little to help families solve their problems and move toward self­
sufficiency. A reformed AFDC system would be one in which all able-bodied parent') were expected 
to work or prepare themselves for work. FurthemlOre, a reformed system would provide the 
necessary supports - such as child care and health care - for parents to move successfully into the 
workforce. As the results from the Riverside County, California GAIN program have illustrated. it is 
possible to create a welfare system that requires a high level of participation in welfare-to-work 
progrJ!11s anLl yields strong results. The Riverside program increased earnings and employment rates 
<lnJ decreased welfUl'e use. Judith Gueron, president of the Manpower Demonstration Research 
CnrporJtion. described the Riverside etlort as a "high pelt"ormance JOBS program" stating: 

More than any other place I know of. this program.communicates a message of high 
expectations. When you walk into a GAIN oftice in Riverside, you are there for one 
purpose: to get a job. At orientation, job developers announce job openings; throughout, 
program staff convey an upbeat message about the value of work and people's potential to 
succeetJ. If you are in an education program - and about half of Riverside GAIN 
partici pants are - you are not marking time, as you can in some locations. You know that if 
you do not complete the program, or at least make progress in it. staff who are closely 
monitoring your progress will insist that you look for a job.' 

The Riverside model may not work in every location or for all participants and it is not a simple cure 
for porerty; three years after enrolling in the Riverside JOBS program, 41 percent of the families 
were still receiving assistance. The Riverside program and other successful welfare-to-work 
initiati\'es sllch as the San Jose-based Center for Employment Training program represent examples 
or' how the AFDC program can become a work-focused system, but their results also illustrate that 
even sLlch sllccessful programs are unlikely to remove the need for a safety net beneath poor 
children. 

Welfare reform should also address the very troubling issue of out-of-wedlock childbearing in 
general and teen pregnancy in particular. In doing so, however, it is important to note that a careful 
reading of the research indicates that welfare is not a primary reason for the increase in out-of­
wedlock childbeUling or the prevalence of teen pregnancy. Last summer, a group of 76 leading 
reseUl'chers - including most of the leading expert~ in the Ul'ea of welfare incentives and family 

I Testimony of Judith M. Gueron, President, Mrulpower Demonstration Research Corporation, before the 
Subcommittee OIl Postsecondary Education. Training, :l1ld Life-Long Learning. House Committee on Economic and 
Educational Opportunity, JrulUary 19, 1995. 
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suucture - issued a statement on welfare and out-of-wedlock childbearing. The statement said: 
"\lnst research examining the effect of higher welfare benefits on out-of-wedlock childbearing and 
teen pregnancy finds that benefit levels have no significant effect on the likelihood that black women 
and girls will have children outside of marriage and either no significant effect, or only a small effect. 
1m the likelihood that whites will have such births. Indeed, cash welfare benefits have fallen in real 
value over the past 20 years, the same period that out-of-wedlock childbearing increased .... the 
evidence suggests that welfare has not played a major role in the rise in out-of-wedlock 
child bearing." 

While welfare is not a primary cause of out-of-wedlock childbearing or teen pregnancy, it is 
clear that there are far tOo many children growing up in poor families without fathers and far too 
many teenagers cutting their childhoods shorr by prematurely become parents. Unfortunately, we 
know little about what works to reduce teen pregnancy. For that reason. I believe that welfare 
reform should include a commitment of resources for demonstration projects that test a variety of 
prevention approaches. Reform should not consist of simplistic "silver bullet" solutions such as 
denying aid to young unmarried mothers and their children that are unlikely to produce large 
reductions in out-of-wedlock births but will surely increase destitution among these vulnerable 
families. 

When teens do become parents and need assistance, the welfare system should be structured 
to im prove the future prospects of these vulnerable families. Teen parents should Ii ve in supervised 
settings either with parents or with other responsible adults. They should be required to attend 
school or training. In Ohio's Learning, Earning and Parenting (LEAP) Program, teen parents were 
required to attend school. A system of bonuses and sanctions was put in place to encourage 
attendance. This program and the Teenage Parent Demonstration Program have shown that 
programs combining requirement'>, support services, and tinancial incentives can increase school 
attendance and, to some extent, graduation rates. These programs also are not panaceas - many 
pal1icipants are unable to succeed in the education settings available and teens who dropped out of 
school prior to enrolling in the program often were unsuccessful. Requiring school attendance while 
searching for new ways to reach these more difficult cases, however, does represent a promising 
policy initiative. 

Finally, the welfare reform debate has led to a reexamination of the federal role in providing a 
safety net for poor families with children. Some have suggested that all responsibility for programs 
thut provitle cash assistance and nutrition aid be given to the states. The House Ways and Means 
Committee proposal. for example, would significantly limit the federal role. By establishing a blqck 
grunt with essen~ially tlxed funding, the proposal would require states to bear nearly all of the costs 
associated with increased need resulting from recession, falling wages, or changing demographics. 
The proposal would also allow states complete flexibility to determine which families received 
assistance. States would not be required to establish uniform eligibility criteria. 

I strongly favor providing states with increased flexibility in many areas. States have been 

unnecessarily saddled with rules that inhibit their ability to des~gn innovative JOBS programs and 

expand panicipation requirements. They also have been hampered by rules that mandate how 
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~:ll11ings and Jssets are to be treated. restrict the eligibility of two-parent families. and define how 
.\[epparems· income should be counted. In these and other areas. states could and should be given 
more t1exibility. 

TIle federal government. however. does have a role to play in providing a safety net for poor 
chiluren. The Committee on Federalism and National Purpose. chaired by then-Senator Daniel 
Evans (R) and then-Governor Charles Robb (D). called in 1985 for a major realignment of federal 
and state roles. The Committee proposed a much larger federal role in financing and setting national 
.\tandards for Medicaid and AFDC, accompanied by the devolution of scores of federal programs to 

the states. In issuing its recommendations, the Committee affirmed a principle that has undergirded 
most thoughtful examinations of federalism issues - income security for the poor should largely be a 
federal responsibility. The Committee wrote: 

"Wherever it occurs. poverty is a blight on our whole society, and Americans in 
similar circu'mstances should be treated alike. Children whose early years are 
damaged by the effects of poveny in one state may later become voters, employees, 
and possibly welfare recipients in other states." 

"Safety net programs also should furnish benefits that can be expected to provide for 
basic necessities. Welfare programs in many states fall far short of this mark. Even 
when combined with the cash value of food stamps, AFDC benefits were at or below 
60 percent of poveny-level income in 10 states in 1984, and the median level of 
benefits was 73 percent of the poverty line." [These levels are lower today.] 

"Only the federal government can effectively bring about greater uniformity and 
adequacy of welfare services. This is because it is the only source of nationwide 
political authority and because it is the only level of government that commands the 
necessary resources.,,2 

II. Entitlements, Spending, and Flexibility 

While the Ways and Means bill contains many new prescriptive provisions, the elimination of 
assured benefiL'> for needy children who qualify for assistance represents the most sweeping change in 
nur nation's safety net. 

There appear to be two basic premise.,> that underlie the call for the elimination of the 
program's entitlement status: first, that "welfare spending" is out of control and cannot be cunailed 
J,." long as the targeted programs retain their entitlement status, and second, that block grants are 
neeued to accord states increased flexibility. In fact: I) welfare spending is not one of the major 
factors behind our long-term deficit problems; 2) if Congress wishes to cut the cost of these 

:: Daniel 1. Evans and Charles S. Rabb, Chairmen, To Form a More Perfect Union: The f{eport of tile 

Committee all Federalism and National Purpose, Decem ber 1985, pp. 13-14. 
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programs. a block grant structure isn't needed to do so; and 3) a block 2rant structure isn't needed 
to accord states increased flexibility. 

; 

As the Bipartisan Commission on Entitlements and Tax Reform demonstrated, overall 
ex penditures for entitlements are growing faster than our ability to pay for them. If action is not 
taken to address this problem. the nation will face serious fiscal difticulties in the early decades of the 
next century. It is important to recognize, however. that health care entitlements and Social Security 
are responsible for vinually all of the long-term rise in entitlement spending as a percentage of the 
Gross Domestic Product (GDP). Expenditures on programs like AFOC and food stamps are not 
driving the long-term rise in entitlement spending that will bedevil the nation in the decades ahead. 
(See the Appendix for a more complete discussion of spending on low-income programs.) 

• 	 According to the Entitlement Commission's estimates, between now and 2030. 
Medicare willilse from 2.4 percent of GOP to 7.9 percent. Medicaid will climb from 
!.3 percent to 3.1 percent of GOP. while Social Security will rise from 4.8 percent to 
6.7 percent. 

By contrast. the Commission projected that means-tested entitlements other than 
Medicaid will not rise at all as a percentage of GOP after the year 2000. In fact, the 
latest CBO forecast suggests they will decline a bit as a percentage of GOP. 

I would note that AFDC in particular (including cash benefits. emergency assistance, Title 
IV-A child care, JOBS. and that part of child support enforcement costs that are attributable to 
AFDC families) constitutes 2 percent of entitlement spending and I percent of total federal spending. 
When food stamp and Medicaid benetits for AFOC families are added in. the total rises, but remains 
a modest share of overall federal spending at three percent. 

) 

On a related note. while some believe the AFDC system provides overly generous benetits to 
recipients. the typical AFDC family of three receives between $8,000 and $9,000 annually in cash 
and nutrition aid, or less than three-quarters of the poverty line. While some AFOC families also 
receive housing assistance. most do not; three-foullhs of AFOC families do not receive any federal 
housing assistance. 

Indeed, when one looks at the combined AFOC and food stamp package, there have been 
significant benetit declines in recent decades. AFDC and food stamp benefits combined have fallen 
more than a quarter in purchasing power since 1970. The combined benefit package has now 
receded, in intlation-adjusted terms, to the level of AFOC benefits alone in 1960, before the food 
stamp program was created. 

Still. Congress may decide to reduce spending on these programs. If Congress wishes to do 
so. it does not need to end the entitlement status of these programs. In 1980, 1981, and 1982, 
Congress made signiticant reductions in means-tested benefit programs without removing their 
entitlement status. Congress altered the eligibility and benetit rules in ways that saved substantial 
amount'>. While reductions in benetits for poor families and elderly and disabled individuals would 
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{wt be without significant consequences. Congress could follow this route again - ami cut 
expenditures without block granting these programs - if it wisheo to 00 so. 

As blloget cuts are made to reouce the deficit. however. there should be some balance among 
variolls parts of the budget. As David Stockman useo to say, the targets for budget-cutting should 
be \ve:lk claims on federal resources. not weak clients. Low-income programs should not bear a 
highly disprnponionate share of those CUl5. The various bUdget-cutting measures now moving 
through the House of Representatives. including the welfare reform proposals, raise concerns on this 
front. as they cut assistance for low-income programs far more oeeply than other areas of 
govemment spending. The various reductions contained in the House welfare reform legislation­
in c;.lsh assistance for poor families and poor disabled children, nutrition aid for low-income 
hOllseholos. and various benefits for legal immigranl,\ - are likely to tOtal well above $50 billion 
over five yeilfs. (When the Medicaid CUl5 that are being discusseo are added. this total will increase 
substantially.) FulthelmOre, the cuts included in the House rescission bills dispropol1ionately impact 
programs for low-income people. While low-income programs comprise only 12 percent of the 
Jiscretillnary budget. about 60 of the rescissions come from these programs. Given the fiscal 
agemiJ outlined in the Contract lI,:lch America. it is likely that at least some of these savings will be 
llseo to pay for tax cuts. 

SWlt Flexibilicy 

. Proponents of converting AFDC and other programs to block grants often argue such a 
change is necessary to ensure states are given substantial freedom to craft their own programs. Here, 
too. the basic premise is tlawed; it is quite possible to expand state tlexibility within an entitlement 
framework. Many of the 11lles currently governing these programs could be simplified or eliminated 
to give greater leeway to states. lronicully, as l will explain later, block grants might even have the 
perverse effect of constraining state tlexibility because they are likely to leave states with insufficieht 
resources to pursue work-based welfare refonn while at the same time maintaining a safety net. 

\lorellver. ending the entitlement status of programs such as AFDC and food stamps would 
ciiminate a oefining feature of the safety net erected over the past six decades to protect poor 
children from Llestitution. The funding structure of the safety net is designed to ensure that these 
progrJ.ms expano automatically to meet rising need, such as during recessions. If the programs 
instead receiveo a fixeo amount of funding each yeur, this critical feature would be lost. Lf funding 
proveo insufficient in a given year, states would be forced to cut benefits, create waiting lists, or fill 
the gap entirely \vith state funds. A public assistance system structured in this manner would provide 
some :.lio to the poor. but it could not truly be called a "safety net." As a tight-rope walker would 
attest. a safety net that is only in place some of the time offers little security. 

Ill. Profound Consequences of Block Grant proposals 

Eliminating the entitlement nature of programs such as AFDC would have profound 
consequences. both for poor children and for states and localities. 
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• 	 If the capped amount is inadequate for cash assistance (or similar block granted 
programs), funds could prove insufficient part-way through the year. If the 
money for AFDC ran out in August. what would happen to a poor child whose 
mother flees an abusive spouse in September and applies for assistance? Either that 
family would be refused assistance or put on a waiting list, or the state would have to 
pay the cost of that family's aid entirely with state funds. Many poor families with 
children could be left with no means to pay for rent, utilities. or other basic necessities 
if the AFDC program loses its entitlement status. . 

• 	 Block grants cannot respond to the increases in need that occur during 
economic downturns. Under the current financial structure for AFDC and food 
starn ps. additional federal funds automatically tlow into states when a recession hirs 
and more families apply for aid. For example, between June 1990 and June 1992. as 
the national unemployment rate jumped from 5.1 percent to 7.7 percent. the number 
of people receiving food stamps rose by more than nve million. If AFDC became a 
block grant. additional federal resources \vould not be available during a recession. A 
fixed amount would be allocated to states each year. If unemployment subsequently 
rose and funding for AFDC proved insuftlcient, states would have to bear 100 percent 
of any additional cost themselves by raising taxes or cutting other programs more 
deeply in recessions. If states were unwilling to increase state resources for safety net 
programs, they would have other unpalatable options - instituting across-the-board 
benefit curs, making some categories of needy families and children ineligible for the 
rest of the year. or placing poodamilies that recently lost their jobs on waiting lists. 

If states do not provide assistance to newly poor families during times of heightened 
unemployment, many of the families affected would be those in which the parents 
typically work and do not receive welfare. During an economic downturn, the newly 
poor are often those who recently lost their jobs and either are not covered by 
unemployment insurance or have exhausted those benefits. These families would 
include many two-parent families - the subpopulation whose participation in AFDC 
and food stamps rises most sharply in recessions. 

The problems that would arise for states can be illustrated by examining how actual 
state-by-state funding levels in fiscal year 1993 would compare to their estimated 
levels if the Ways and Means cash assistance block grant had been enacted in 1989. 
This block grant approach does not allow funding to adjust based on changes in need, 
although there is a small population adjustment fund of $100 million a year. In all but 
two stutes. the Ways und Means Committee proposal would have provided less 
federal funding thun was uctltally received in 1993. In seven states - Alaska, 
Arizona, Florida, Hawaii. Nevada, New Hampshire, and New Mexico - the shortfall 
would have been more than 40 percent. In California, the shortfall would have been 
nearly $900 million (28 percent); in New York, $583 million (31 percent); in Florida, 
$277 million (54 percent). 
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These shonfalls would have occulTed just at the time when state revenues typically 
shrink. During economic uownturns. tax collections generally fall and many state 
programs are cut. 

The loss of the automatic increase in federal funding during a recession would 
weaken the national and state economies. As Alice Rivlin wrote in 1992. over the 
past several decades "social insurance and welfare programs not only provided 
income to individuals and families facing economic disaster. they also made economic 
disaster less likelY: If economic activity dropped off sharply, the downward spiral 
would be cushioned, since individuals urawing social insurance benefits and welfare 
would be able to buy necessities and pay their rent or mongages. This increased 
purchasing power would bolster the income of producers and prevent layoffs of 
workers anu forced home sales. Thus. both welfare programs and social insurance 
would act as automatic stabilizers for the economy."3 If programs such as AFDe or 
foou stamps become capped entitlementS and funding does not rise during a 
recession. the automatic stabilizer role played by these programs would be 
significantly diminished or lost altogether. 

• 	 A capped entitlement status fails to afford protection against further reductions 
in block grant funding in the appropriations process. Under federal budget rules, 

. appropriators can lower the funding ceilings (the "caps") on capped entitlements and 
uSe the savings to meet the discretionary spending caps or funu Other discretionary 
programs. While such action has not frequently been taken in the past, it could 
become a more inviting route for appropriators in the future as the discretionary caps 
tighten. In addition. appropriators could simply appropriate less than the capped 
amount. This has happened in the past with the Social Services Block Grant. 

It is of note that low-income programs that are capped entitlements have been subject 
to larger funding reductions in recent years than have low-income discretionary 
programs; For example. funding for the Social Services Block Grant. converted in the 
early 1970s from an open-ended entitlement to a capped entitlement, has fallen about 60 
percent since then. after adjusting for intlation. Total appropriations for all low-income 

, programs that are capped entitlements have declined nearly 20 percent since 1981, after 
;.1l.Jjusting for inflation. By contrast, total appropriations for low-income discretionary 
programs have declined seven percent over this period in intlation-adjusted tenu,;:' 

; AliCl!:-'1. Rivlin, Reviving rhe American Dream. lhe Economy. rhe States. and lhe Federal Government. TIle 
I3rlltJkings Institution. 1992. [J[J. 90-91 . 

.\ This excludes subsidized housing programs which are an anomaly. Appropriations for subsidized 
housing programs have fallen substantially since 1981, but actuill expenditures for these progrilms have 
risen substantiillly over the Silme period. This seeming contrildiction retlects the unique feattires of the 
fiscal structure of housing programs. 
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A capped block grant also would not respond to changes in need that occur for 
other reasons. The needy population grows not only in times of recession, but also 
when the overall population increal)es, when the child population increases, when 
wages fall. when natural disal)ters occur. and when demographic changes increase the 
number of single parent families. 

While the House Ways and Means Committee proposal includes a $100 million fund 
distributed each year based on each state's population-growth. this fund would fall 
well short of addressing the increased need due even to population growth in many 
states. 	 Between 1991 and 1992. California's population grew by 1.6 percent. If the 
block grant were to adjust for population growth, California's block grant amount 
would 	increase by 1.6 percent - or by more than $50 million if applied to 1993 
spending levels. Under the Ways and Means plan, however. California would only 
receive a share 01'$100 million. Between 1991 and 1992. California's population / 
growth represented 16.6 percent of total U.S. population growth (as measured by the 
proposal). Thus. under the proposal, California would receive just $17 million in 
funds meant to address population growth. 

• 	 A block grant structure would misallocate funds among states. Any formula that 
could be used to allocate block grant funds among states would be based on data for 
a year in the past: the formula would not be able to reflect economic and demographic 
changes since that time. States whose economies had grown robustly since the year 
in which the data were coUected would receive more funds than warranted, while 
states where economic conditions had deteriorated would receive too little. For 
example. between 1987 and 1993, the percentage of total federal AFOC benetits that 
went to B1inois residents fell from 4.9 percent to 3.6 percent. In Florida, by contrast, 
the percentage of total federal AFOC benefit expenditures going to Florida residents' 
increased from 1.8 percent to 3.6 percent. 

• 	 It would be problematic to develop a formula for allocating block grant funds 
among the states. If the formula reflected current expenditure patterns, it would 
penalize states with low benefit levels and risk locking them into that status 
permanently. Under the current structure, poor states that typically have very low 
benefit levels face a favorable federal match rate that makes it somewhat easier for 
them to raise their benefit levels. For example, between 1990 and 1992, Alabama 
raised its maximum AFOC benetit level for a family of three from $118 per month to 
$164 per month - a 40 percent increase. (This left Alabama's monthly benefit level 
at only 18 percent of the federal poveny line for a family of three.) Because Alabama 
is a relatively poor state, the federal government pays more than 70 percent of its 
AFOC benefit costl). When it chose to raise its benefit level, the federal government 
therefore helped considerably in defraying the additional costs. 

By contrast. under the Ways and Means Committee block grant structure, if Alabama 
increases its benefit level, it would have to absorb 100 percent of the additional costs. 
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[t is important to note that even under the current entitlement structure which assures 
that the federal government shares in states' costs when they increase benefit levels. 
or raise them to keep pace with intlation, AFDC benefits fell in real terms by 45 
percent between 1970 and 1994 in the typical state. 

Moreover, if the formula gave each state the same percentage of federal funds that it 
currently receives, this would fail to recognize the differences that will occur among 
states in coming years in unemployment levels, rates of population growth. 
demographic changes, and wages. If the formula attempted to adjust for these 
factors. it would rely on outdated dara, always retlecting economic and demographic 
conditions several years earlier. Reliable state poverty. income, and population data 
are only available with a considerable time lag. For example, state poverty data 
would be three to four years out of date when block grant funding formulas were set. 

During a recession, the hardest-hit states would likely be subject to a "triple 
whammy." First. there would be insufficient federal funds tlowin2 into the states. 
"ince the federal funding level would not autOmatically rise with a recession. Second, 
the allocation formula would not recognize the depth of the downturn in states that 
had been hit hardest. Finally, the states hit hardest by the recession would generally 
face large declines in state revenues and be among the states least able to provide 
state funds to respond to the additional need the downturn had created. 

Poorer states could be particularly disadvantaged by a block grant proposaJ. As 
federal funds fell increasingly short of actual need. all states would have to fund this 
widening gap with state rather than federal dollars. Poorer states that currently enjoy 
higher federal match rates would be hard-hit. States such as Mississippi and 
Louisiana would lose more than 70 cents for every additional dollar needed to 
maintain current levels of assistance compared to a loss of 50 cents for each dollar of 
additional program cost in states such as Connecticut and California. States that have 
the least capacity to raise funds through their tax system would be the most 
disadvantaged - the ten states with the most favorable federal AFDC matching rates 
are among the twelve weakest states in tenns of their capacity to raise revenues 
through their tax system, according to a measure developed by the Advisory 
Commission on Intergovernmental Relations. 

IV. Would A Rainy Day Fund Solve The Problem? 

The Ways and Means Committee proposal does include two "rainy day" funds intended to 
Jssist states in the event of unexpected increases in need. An analysis of these two funds underscores 
lhe inadequacy of these funds, in part reflecting the inherent problems with a rainy day approach. 

Unuer lhe Ways and Means bill, a state would be allowed to borrow from a $) billion federal 
fund if iL" three-month average unemployment rate: l) exceeded 6.5 percent; and 2) was at least 10 
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percent higher than the state's average unemployment rate in the same three-month period of either 
of the two prior years. There would be a $100 million limit on the loan to any state and no state 
could recei ve a loan equal to more than half of its basic grant. States would have to repay the loans. 
with interest, within three years. In assessing this proposal. the following issues should be 
considered: 

• 	 A loan approach means that when poverty and thus AFDC caseloads rose during a 
recession. states would ultimately be required to bear 100 percent of the added cost. 
States would have to pay the federal government back with interest within a three 
year period. This represents a striking departure from current policy. In a recession. 
the federal government pays for at least half of a state's increase in AFDC costs and 
essentially all of the increase in food stamp costs. That is, currently, the national 
government helps share these consequences of national economic trends. 

States in which unemployment remained at elevated levels for an extended period of 
time could be forced to repay their loans during a period when state coffers were 
bare. In California. the unemployment rate breached the seven percent level in 
December 1990 and has yet to fall back below this level. Experience with a loan fund 
run by 	the federal government for the unemployment insurance system suggests that 
states will often Opt for benefit cuts to avoid taking out such loans. 5 

The small fund also would likely fall short of the increased need. During the last 
recession, in fiscal year 1990, the federal government committed $863 million more to 
AFDC than in fiscal year 1989; in 1991, it committed $1.9 billion more than in 1989; 
and by 	1992, some 53 billion more was expended than in 1989. Over this three-year 
period, the federal government committed nearly $6 billion in additional resources, 
nearly six times as much as the $1 billion loan fund. 

A large number of states that experience substantial increases in unemployment and 
poverty either would not qualify for a loan at all, or would not qualify until too late in 
the downturn. Had [he loan fllnd been in effect dll/'ing the last recession, 10 states 
would not have qualified for a loan at all and another 14 Slates would not have 
qualified until 1992. Yet most of these states faced sharply increased need. The 14 
states6 that would have qualified for a loan some time in fiscal year 1992 had already 
experienced big jumps in their caseload before that. On average, their caseloads rose 
by 27 percent between fiscal year 1989 and fiscal year 1991. 

Sec, for exrunpJe. GeneraJ Accollllling Office. Unemployment Insurance: Program's Abiliry 10 Meer Objecrives 
Jeopardized. September 1993. 

, TIlese 14 states are Arizona. Arkansas, Colorado. Georgia. IdaJlO. Indiana. Maryland. Nevada, Oregon. South 
Carolina. Texas, Virginia. Washington, and Wyoming. The 10 states that would never have quaJified for a loan at all are 
Hawaii. ~Kansas. Minnesota. Nebraska. North Carolina. Nonh Dakota. SOUt11 Dakota. Utah. and Wisconsin. In 
tiles!! 10 states. the AFDC caseload rose by an average of 17 perc!!nt from 1989 to 1992. 
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,As with other economic indicators. the lag in the collection of accurate state data 
would also be problematic. A state would have to wait up to five months after its 
unemployment rate surpassed 6.5 percent before the federal government would have 
data showing the state's three-month average unemployment rate had passed this 
leveL In the meantime, thousands of additional families could have applied for AFOC 
assistance. 

The federal rainy day fund also would ignore factors other than unemployment that 
can cause the need for public assistance benefits to rise in a state, such as a natural 
disaster or falling wages for low-paid jobs. Finally, states would have great difficulty 
planning under the program; they would not know when or if they would qualify for a 
loan, 

Unuer the second rainy day fund, the House Ways anu Means bill would allow states to 
accumulate unspent block grant funds and draw them down when need increased in the state. The 
effect of this fu nd is also likely to be very limited. The fL'-:erJ level of federal AFOC funding for the 
ilext fi\'e ye:lfS is significantly below how much federal funding is expected to be provided under 
current !;lW. even in the absence of a recession. The low level at which federal funding is fixed 
diminisheS the likelihood that states will accumulate much in savings. Moreover, if a recession hits. it 
w()uld quickly overwhelm whatever modest amounts most states have been able to accumulate. 

V. Increasing State Flexibility Within an Entitlement Framework 

.-\s the House Ways and Means bill demonstrates,converting entitlement programs into block 
grants does not necessarily result in providing states with increased tlexibility. Block grants can be 
designed with extensive feueral prescriptions while entitlements can be uesigned to provide states 
with far-re:lching t1exibility. 

The ShallI' ufo Redl'si~ned Federal-State Parmership 

If the federal-state AFOC partnership is to be redesigned to give states greater tlexibility 
within an entitlement framework, policymakers at both levels of govemment will need to engage in a 
serinlls debate :lbout the appropriate role of the federal government in the new system. 

The feueral government could substantially pare back the AFDC requirements currently 
im pnseu on states. while maintaining the federal-state financial structure for the program. This could 
be done by identifying and eliminating many provisions of the federal statute that needlessly restrict 
state tlexibility in shaping their own cash assistance programs. This would largely eliminate the need 
for states to secure waivers from federal agencies. Under this approach, each state would be able to 

de\'c1np standards regarding matters such as: the definition of income and how it should be treated, 
what resources are permitted and under what circumstances. and what requirements (JOBS, work, 
school attendance) must be meet to qualify for assistance. In addition, states should have flexibility 
to Jevelop their own demonstration projects that would operate in only part of a state. 
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While the federal government should require states to operate programs that move able­
bodied \vetfare recipients toward self-sufficiency, states would have substantial freedom [0 design the 
specific content" of these programs. States would be able to designate the kinds of training and 
work-related services offered in their programs. States may want to institute new employment 
su·ategies. including wage subsidies. microenterprises. and employment vouchers. Some states may 
choose to require parents to work after a set period of time in the private sector or in a publicly 
funded work slot. 

In a limited number of areas where a pressing national problem exists and research has 
identified a promising approach. the federal government might require that states follow a panicular 
model. For example, the federal government may want to require that teenage parents on welfare be 
required to live with responsible adults and to attend school if they have not obtained a diploma. 

Other than in these areas. few federal rules need apply. The federal government could 
esrablish some basic standartls - such as that parent') who are willing to work and meet all 
requirement"> receive either cash assistance or a work assignment and that eligible poor children be 
assured of receiving assistance. The federal government would continue to match state benefit 
expentlitures, as it now does. and the individual entitlement structure of the program would be 
maintained. 

Finally, federal funds should support research and evaluation activities to identify effective 
program strategies and technical assistance to ensure that states can apply lessons from the research. 

Granting states broad tlexibility within an entitlement structure would likely provide st'ates 
grewer t1exibility than a block grant in many areas. Under a block grant, if a state received 
significantly less federal funding than it would if the program remained an entitlement, the state could 
be forced to curtail innovative work or self-sufficiency programs. Suppose a recession hit and a 
state' .'I caseload clin1bed. To provide basic benefits and keep families from becoming destitute a state 
might be forced to Cllt back spending for work programs or other initiatives designed to promote 
self-sufficiency. Although states could instead choose to deny aid to eligible families (since the 
program woultl no longer be an entitlement to individuals), some states might be unwilling to tleny 
basic support to a family that, without the assistance. might be unable to pay rent. In short, if states 
receive limited federal resources under a block grant structure, they may be unable to implement 
many of the initiatives for which they have sought permission through the waiver process - such as 
expantled earnings disregards so AFDC families can keep more of their earnings when they go to 
work, more realistic asset rules, and expanded work programs so more families may be subject to 
work requirements. 

To some extent, states already face this dilemma under current law, because they pay part of 
the cost of both AFDC benefits and the JOBS program. Many experts have identitied the early 
1990s recession - and the resulting increase in the need for cash assistance - as one of the key 
reasons that most states tlitl not spend enough on the JOBS program to draw down the full amount 
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of feder:11 funding <lvaiiable to them and enroll more of their caselo<lds in work-related activities. 
This trade-\lff \vould become much more difficult for SUHes under a block grant structure because' 
feder:1l funding would no longer expand to help states meet increased need. 

VI. The Future of Welfare to Work Initiatives 

While welfare reform should enhance state flexibility, a fundamental goal of refoon should 
:1150 be to expand our efforts to move more parent" from welfare to work. States should be provided 
the resources needed to run substantial training, work <lnd education programs that prepare and 
move parents to work as well as to suppOrt child care for families with young children in which the 
parent is required to work. 

The House Ways and Means Committee proposal imposes stringent work participation rates 
un states but provides no additional resources for states to meet these standards. It repeals the JOBS 
program. thereby eliminating any requirement that states provide training and employment services 
for parents. [n addition. another House committee has block granted and reduced - the funding 
available for child care assistance, a support necessary for moving families from welfare to work. 
(TIle rV-A child care program for AFDC recipient" in training and the transitional child care 
program. both currently entitlement programs. would be eliminated by this provision and folded intO 
the block grant.) If. in coming years, states were to place increasing numbers of AFDC recipients 
into work activities or employment, there would be no additional federal money to cover any portion 
uf these incre<lsed child care costs. 

Under this proposal. states would confront difficult choices in allocating limited funds 
between incre:.lsing numbers of child care slots for recipients required to participate in work 
programs and child care assistance for the working poor. lndeed. it is likely that some states could' 
be forceLl to reduce child care for the working poor and thereby place in jeopardy the ability of some 
working poor parents to keep working and remain off welfare. 

If our goal is to require and support work among parent" on welfare. then the federal policy 
must commit necessary resources and require serious welfare employment initiatives at the state 
le\:ei. The Ways and Means bill fails on both counts. It not only neglects to provide resources to 
support training and employment programs and child care services. but it permits states to meet some 
or all federal work participation standards by teoninating families from aid, regardless of whether a 
family finds work or was denied benetlts for any other reason. Thus. under the bill's work standards, 
a state that simply reduced its caseioad by time-limiting benefits to families after one year, could 
count that reduction in its ca"eload toward its work program participation rate. It is likely that many 
l)f these affected families would have received no employment-related assistance and would fail to 

fi nd work. 
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vn. Conclusion 

The welfare system nr,eds substantial reform. The AFOC program needs to becori1e a work­
focused system in which all parents who are able are expected to work or prepare for work. In 
addition. an effort must be made to reduce teen pregnancy as well as demand responsibility of absent 
parents. 

Many have called for converting the AFOC program, as well as other basic safety net 
programs. into a block grant with fixed funding. Increasing state tlexibility and reducing federal 
cost<; can be accomplished without eliminating the entitlement nature of the AFOC program, and 
moving to a block grant structure with fixed funding could make it more difficult to convert the 
program to a work-focused system. 

If the AFOC program is converted to a block grant, states would likely have less tlexibility to 
operate innovative programs that move parents from welfare to work while maintaining a basic 
safety net beneath poor children. Under the block grant structure proposed by the House Ways and 
tvteans Committee. states would face significantly reduced resources over the next five years, making 
it difficult for them to develop welfare-to-work programs that require an up-front investment. In 
addition. if need in a state rises, it would no longer receive any assistance in meeting those increased 
cost<; from the federal government, increasing the likelihood that it would have to scale back its 
work -based efforts. 

Savings can also be achieved without converting the program to a block grant. Such 
reductions. however. would not be without costs. [f welfare-to-work programs are to be expanded, 
for example, increased - not decreased - federal funds will be required. at least in the sh0I1-term. 

A reworked federal-state partnership which retains the entitlement structure but offers states 
far more tlexibility could produce a system that is more responsive to local circumstances, while 
maintaining a federal safety net beneath poor children. Child poverty is a national concern and 
protecting poor families should remain a federal as well as a state responsibility. 
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APPENDIX: What Do We Spend On "Welfare"? 

Recent cLrgument.s that federal "welfare" spending is both excessive and ineffecti ve 
sometimes have relied on a few highly publicized but questionable assenions - that the federal 
government has spent $5.3 trillion on "welfare" programs since 1964 without decreasing poveny 
and that the typical family in the Aid to Families with Dependent Children (AFDC) program 
receives $15.000 in benefit) per year. This analysis examines these assenions about welfare 
spending in detail. It focuses on three issues: I) the current level of spending on programs 
t,Lrgered [0 low-income people and the extent to which these programs conform to the popular 
Jefinitiun of "welfUl:e"; 2) the total amount spent on low-income programs during the past few 
Jecades ami the effect of this spending; and 3) the benefit" received by the typical family on 
.-\FDC. 

While all agree the AFDC system is in need of substantial reform, it is important that 
misconceptions about "welfUl'e spending" not drive the pulicy debate. 

Key Findinos . "" 

Total Spending on Means-Tested Programs 

According to the Congressional Resea!'ch Service, total federal spending on 
programs ta!'geted on low-income people totaled $208 billion in 1992. The CRS 
list includes programs that do not provide cash or cash-like assistance, such as 
Head Start and education and training programs. Many of the programs listed 
provide services and benefits to families with incomes above the poverty line .. 

Total spending on AFDC recipients represents a small proportion of entitlement 
spending and total federal spending. In 1994, spending on AFDC. food stamp 
benefits for AFDC families. and Medicaid spending for AFDC recipients totaled 
about five percent of entitlement spending and about three percent of total federal 
spenLling. ..... 

Spending on non-medical means-tested programs is not responsible for the 
projected long-term growth in entitlement spending and the budget deticit. The 
Bipa!'tisan Commission on Entitlement and Tax Reform projected that spending on 
low-income entitlements excluLling Medicaid would remain a constant and very 
small fraction of the economy after the yea!' 2000. 

What Does it Mean to Have Spent "$5 Trillion" 

On "Welfare Programs" since 1964? 


• 	 Robert Rector of the Heritage Foundation has stated in congressional testimony 
that "Since the onset of the War on Poverty, the U.S. has spent over $5.3 trillion 
on welfare. But during the same peliod. the official poverty rate has remained 



virtually unchanged." In order to arrive at the $5.3 trillion figure. "welfa.re 
spending" must be broadly defined to include spending on all means-tested 
programs, even those programs that confer a significant amount of benetits on 
families above the poverty line. 

• 	 Even if one accepts Rector's definition of "welfare spending," his tigure suggest" 
that 16 percent of total federal spending over the past 30 years has been spent on 
means-tested programs. Isolating the AFDC program. since 1964 spending on 
AFDC totaled less than 1.5 percent of federal outlays. 

• 	 Rector's suggestion that "welfare spending" has accomplished little. as evidenced 
by his claim that the poverty rate ha~ remained virtually unchanged. misses several 
key points. First, between 1964 and 1973. when a strong economy was coupled 
with more generous antipoverty programs. the poverty rate fell from 19 percent to 
II percent. Second, the upward drift in the poverty rate over the past 15 years 
appears primarily to renect changes in the economy - most notably. declining 
wages. Third. the official poverty rate data only measures cash income. It does 
not include benet1ts from poverty programs that provide benefits in-kind such as 
Medicaid. and food and housing programs. Yet the bulk of the increase in 
antipoverty spending in recent decades has been in the in-kind programs. These 
programs cannot be said to have failed in reducing poverty when they are not 
counted in measuring poverty. 

What is the Value of Benefits Provided to AFDC Families? 

• 	 In 1994, the average AFDC family of three was eligible for a maximum of $415 
per month. or $4,980 per year, in cash assistance. Combined AFDC and food 
stamp benefits for th~ average AFDC family of three was $664 per month (about 
$8,000 a year). or about two-thirds of the poverty line. 

• 	 About three-quarters of families receiving AFDC do not live in subsidized housing. 
These families must pay for food. clothing. shelter. and transportation with a 
family income that averages between $8,000 and $9,000 per year for a family of 
three, depending on whether the family also receives benefits through the Special 
Supplemental Nutrition Program for Women. Infants and Children (WIC). the 
school lunch and breakfast programs. and the Low-Income Home Energy 
Assistance Program (LTHEAP). When one factors in the average amount that 
AFDC families that do receive housing assistance appear to save on housing costs. 
even these families remain below the poverty line. 
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Total Spending on ,"leans-Tested Programs 

Acc()[,(jing to the Congressional Research Service (CRS). federal. state and local 
governmentr.; spent a total of $290 billion in 1992 on programs that target their benefits or 
services un low-income people. Federal spending on these programs totaled $208 billion. or 
about 15 percent of total federal outlays. The programs on the CRS Iist include cash assistance, 
medicJI aid. mmition assistance, education funding. hOllsing assistance. job training, and energy 
aid. 

The largest component of the federal spending on low-income programs was medical aid. 
mainly composed of Medicaid. Medical aid comprised 38 percent of federal spending on means­
testc::d programs. With the exception of the earned income credit - which is growing as a result 
of the expansion pa.r.;sed in the 1993 Omnibus Reconciliation Act - Medicaid expenditures are 
c::xpected to grow faster between 1994 and 1999 than any other means-tested entitlement 
program. Non-medical related spending on means-tested programs totaled $129 billion in 1992. 
or nine percent of total federal spending. 

While the CRS list provides useful infonnation on expenditures for low-income programs. 
the programs included in its analysis go far beyond the popular image of "welfare." The list 
includes many programs that provide services. not income assistance, to low-income people. 
Progrums sllch as the Job Training and Partnership Act (JTPA) and Head Start do not provide 
cash. food. housing. or similar aid to help poor families purchase basic necessities. 

Many of the programs on the CRS list serve people who do not receive AFDC, including 
the working poor. In facL many of the recipients of these programs are in low- or moderate­
income hOllseholds whose incomes are above the poverty line, For example, in tax year 1996, the 
C:.trneJ income credit will provide benefits to families whose incomes fall below $28,600 - or 
about 177 percent of the poverty line for a family of four. Similarly, the WIC program provides 
nutrition Jssistance to recipient) whose family incomes equal up to 185 percent of the federal 
povcny lille. And reduced-price schoo! meals are provided only to children from families with 
incomc:s between 130 percent and 185 percent of the poverty line. Poor children do not receive 
them. 

The CRS list includes programs that are both entitlement) and discretionary. Entitlement. 
programs provide benefits to anyone who meets the eligibility criteria while discretionary 
progrJms are only able to serve as many eligible individuals as resources appropriated to the 
programs allow. 



Low-Income Entitlement Spending 

As Table I indicates, the federal government spent $177 billion in 1994 on means-tested 
entitlement programs. l Table I also shows (for programs for which such data are available) the 
percentage of spending in each program that goes to families receiving AFDC and to elderly and 
disabled people. Most of this spending did not go to AFDC families. Of note: 

Only about 16 percent of Medicaid spending - the largest means-tested 
entitlement program - is spent on health care for AFDC recipients. The average 
cost of Medicaid services for a child receiving AFDC is only about one-quarter the 
cost of caring for an elderly Medicaid recipient and about one-seventh the cost of 
caring for a disabled individual. 

• 	 Spending on AFDC (including AFDC benetit), JOBS, emergency assistance, Title 
IV-A child care, and the portion of child support enforcement cOSts attributable to 

AFDC families), food stamp benefit) for AFDC families, and Medicaid spending 
on AFDC families constitute only about five percent of total entitlement spending 
and about one-quarter of means-tested entitlement spending. 

Spending on low-income elderly and disabled persons constitutes a much higher 
percentage of total means-tested entitlement spending, about 46 percent. 2 

It also is important to consider the extent to which growth in means-tested entitlements is 
projected to contribute to the overall growth in entitlement spending. The Bipartisan Commission 
on Entitlement and Tax Reform estimated that by 2030, total entitlement spending would grow 

1 C()llgrl!ssional Budgl!t OffiCI!. "TIll! Economic and Budget Outlook: Fiscal Y I!ars 1996-2000:' January 1995. 

2 T<) dl!tl!rminl! Ihl! proportion of food stamp benefits that went to elderly and disabledpl!rsons and AFDC rl!cipielHs. 
data from Characteristics of Food Stamp Households. Summer 1992 issued by the U.S. Department of Agriculture was 
used. Data Gn the distribution of Ml!dicaid expenditures are from the Urban Institute report. "Medicaid Expenditures 
alld Benl!ficiary Trends. 1988-1993" by John Holahan. David Liska. and Karen Obermaier. TIle Food Stamp data do 
!lot indicate Ihe amount of food stamps thai go to elderly and disabled individuals. Instead. the data indicate the value of 
t'ood stamp benefits Ihal go to households including an elderly or disabled persoll. TIlUs the full value of food stamp 
henetits going to these households are included in the calculation of the proportion of food stamps benetits that go to 
dderly and disabled people. TIlis leads to an overstatement of the proportion of food stamp benefits that go to Ihese 
individuals. However. the estimated proportion of food stamp benefits going to elderly and disabled persons represents 
only 4 percent of the estimated totalvaJue of means-tested entitlement benefits going to elderly and disabled people. 
Similarly, the enure value of food stamps that go to households that also receive AFDC is included in the calculation to 
determine Ihe proportio!l of food stamp benefits going to AFDC frunilies. Because some households that receive AFDC 
include some members who are not a part of the AFDC unit. this also leads to an overstatemelll of the proportion of food 
SlaIlJp ht!lIdits going to AFDC families. Finally. it should be noted that benetits going to elderly and disabled people are 
not wholly independelll of benefits going to AFDC families. An AFDC household could include a member who receives 
SS 1. ill such a cast!, the frunily member tlm! receives SSl would not be included in the AFDC unit and, therefore, would 
!l0( actually bean AFDC recipielll. but tlle family would receive income from both the AFDC and SSI programs. 
Furthermore. a household that inciudt.!s an AFDC unit might also include rul elderly or disabled person who might be 
pan of Ihe food slrunp unit. 
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from 12 percent to 21 percent of Gross Domestic Product. 3 This growth is driven primarily by 
Social Security, Medicar'e and Medicaid, not non-medical means-tested programs such as AFDC 
m food stamps, 

Social Security spending is projected to rise from about 4,8 percent of GOP in 
1994 to 6.7 percent in 2030 while Medicare spending is projected to rise from 
about 2.3 percent of GOP to 7.7 percent. 

• 	 Medicaid. which is means-tested. also is expected to rise as a·percentage of GOP 
because health car'e costs are expected to continue to grow rapidly. In 1994, 
Medicaid spending totaled 1.2 percent of GOP and is projected to rise to 3.1 
percent by 2030. 

• 	 The Commission projected, however. that after 2000, spending on non-medical 
means-tested entitlement programs would grow at the same rate as the economy, 
remaining at about 1.5 percent of GOP (see Figure I ).4 There ar'e reasons to 
believe that this overstates the actual size of these programs. For example. the 
Congressional Budget Oftice estimates that the sub-category of entitlements other 
than Social Security, health care, and federal retirement programs will shrink as a 
percentage of GOP from 2000 to 2005. 

These figures make clear that thoughtful reform is needed to control the cost'.> of 
entitlement spending. It is a mistake, however, to look tOward non-medical means- tested 
entitlements as the culprit of long-term entitlement growth. 

Discretionary Spending on Low-Income Programs 

Just as spending on means-tested entitlements is not the source of the projected growth in 
federal spending, neither is spending on discretionary programs for low-income people. [n 1995, 
about $63 billion was appropriated for low-income discretionary programs - about one-eighth of 
total discretionary appropriations. These include education, nutrition, health, employment, and 
hOllsing programs that target their services or benefits on low- and moderate-income people. 

3 TIle Gross Domestic Product 'is a measure of the size of the overall economy. 

-! TIlt: B ipanisan CUllunission on Entitlement and Tax. Reform did not compute a separate estimate of the growth rate 
of nou-medical mea.ns-tested entitlement spending. The Commission did project ulat all entitlements oUler Ulan Social 
Security. Medicare, Medicaid. ~Uld federal retirement benetits would grow at the same rate as the economy al'ter 1999. 
In 1994, nun-medical me~Uls-tested entitlement spending comprised 60 percent of spending 011 entitlements other than 
S0cial SlXurity. Medicare. Medicaid. and federal retirement paymenrs. 
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FIGURE 1: 
FEDERAL ENTITLEMENT SPENDING AS A PERCENT OF THE ECONOMY 

1994·2030 

o 
SOURCE: Cont(lt on SudOOI Md PdM:y Pnotd)/Ji C*k:l.IteCO"l" ba~ on data tI()m the. 8!pofu.an Canm~ on EnOllamQnt 

Md To. R~m 8f'IO "eCorlQt~., Budget Ottoo.Jenuary $, 199$. 

Overall SllPPC)[1 for these programs is well below what it was prior to the budget cutbacks of the 

early I%Os.5 


While funding for low-income programs has decreased overalL the need for the programs 
hLls increased. Since 19H I, the numbefof poor people needing assistance has lisen. In 1993, the 
most recent year for which data ill'e available, 39.3 million Amelicans Lived in poveny, 7.5 million 
1111 Ire than in 1981. While the number of poor people may have edged down somewhat since 
1903. it is certain to be well above the 1981 leveL 

One way to measure the extent to which fumling for low-income discretionary programs 
has kept pace with need is to consider the ratio of spending on these programs to the number of . 
poor people. (Many of these programs serve low-income people whose incomes are well above 
the poverty line. Therefore, such a comparison is only illustrative.) The increase in the number of 
people living in poverty, coupled with the reductions in funtling for low-income non-entitlement 

3 T,Hal approprimiolls for low-income lloll-elltitit:mellt programs are 39 percent below fiscal year 1981 levels, after 
~llljllS[ing for intlmion. Much of this decline, however, results from reductions in appropriations for low-income housing 
programs. Because housing programs "spend-ouf' their appropriated funds over many years, this drop in appropriations 
has rWl resulted in a reductioll in outlays on housing assistance programs. When housing programs are removed from 

, til~ cL)mrarisL)ll, the overall reduction since 1981 in appropriations for low-income non-entitlement programs is seven 
pcrcctH. 
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programs, has resulted in a sharp reduction in funding per poor person. Between 1981 and 1995. 
funding for low-income, non-entitlement programs other than housing program~; fell by about 25 
percent per poor person. 6 

What Does it Mean to Have Spent "$5 Trillion" on "Welfare Programs" 
Since 1964? 

In congressional testimony presented on January 13. 1995, Robert Rector of the Heritage 
Foundation stated that "Since the onset of the War on Poverty. the U.S. has spent over $5.3 
trillion on welfare. But during the same period, the official poverty rate has remained virtually 
unchanged...".7 

To come to a figure of $5.3 trillion, "welfare spending" has to be broadly defined to 
include any means-tested program, including programs in which a significant amount of the 
benetits go to fan1ilies above the poverty line. As noted earlier, such a definition goes far beyond 
the common conception of "welfare." Furthennore, when considering what such a figure means, 
it is important to place it in context. 

• 	 Between 1964 and 1994, the federal government spent a total of more than $31 
trillion (in 1993 intlation adjusted dollars). Total GDP over that period equaled 
almost $143 trillion. 8 

• 	 Even if one accepts Rector's definition of "welfare spending," his figure suggest.;; 
that 16 percent of total federal spending - and 4 percent of total GDP - over the 
past 30 years was spent on means-tested programs. 

• 	 Combined federal spending since 1964 on AFDC, Medicaid, SSL and the major 
nutrition entitlement programs totaled about $2 trillion. While this is a large dollar 
amount, it amounts to less than 1.5 percent of total GDP and about 6.6 percent of 
total federal outlays over that period,9 

(, For this analysis, the 1993 poveny population - the last year for which data are available - was used when 
considcring tllc Icvd of 1995 discretionary funding pcr poor person. 

7 Robcn Rector, Tcstimony before the Subcommittee on Human Resources of the Ways and Means Committec. U.S. 
HOllse of Reprcsentativcs. January 13. 1995. 

S In this section, all dollars arc prcsclllcd in 1993 dollars using the GOP implicit price detlator. By using j 993 
dollars, the numbcrs are comparable to thosc used in Rector's testimony. 

Y TIle Congressional Budgct Oflice mandatory spending catcgory entitled "Family Support' was 'used for tlle 
cuculation of total AFDC spending. TI1C Eunily SuppOrt category includes AFDC cash payments as well as the child 

(continued...) 
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• 	 Spenlling on AFOC alone over this 30 year period totaled less than 1.5 percent of 
federal outlays. 

Rector also suggests that this spenlling has been of little worth because he claims the 
official poverty rate has remained virtually unchanged since the War on Poverty began. This 
statement is problematic for several reasons .. 

First, a large fraction of this spending consists of programs that assist families without 
increasing their cash incomes. Since non-cash benefits are not counted in the ofticial 
measurement of poverty, the effects of these programs do not show up in the poverty statistics. 
This, therefore, provides no evidence that such programs are ineffective. For example, programs 
like food stamps help families purchase food but do not reduce officially measured poverty. 
Similarly, Mellicailllloes not increase a recipient's cash income, but it does provide an important 
service and shoulll not be considered a "failure" because it does not affect the official poverty 
statistics. 

Moreover. many programs that assist low-income people were not designed to foster self­
sufficiency or help families work their way out of poverty. For example, Medicaid does not 
provide skills training for recipients; rather. it provides health care coverage for many people who 
could not otherwise afford it. Medicaid should not be expected to reduce poverty rates directly. 

The WIC program provides another example of a highly successful means-tested program 
that lloes not llirectly reduce the official poverty rate. The WIC program provides coupons for 
specific foolls to low-income pregnant and postpartum women, infants and children under age 
five. To be eligible for WIC, low-income women, infants and children must be found to be at 
nuuitional risk for medical or dietary reasons. WIC is widely regarded as one of the most 
successful of all federal programs. A mUlti-year, national evaluation conducted by theU.s. 
Deparunent of Agl;culture during the Reagan Administration found that WIC markedly reduces 
infant deaths, low birthweight, and premature births. WIC also is associated with higher 
immunization rates and increased use of prenatal and pediatric care. to 

Also of note, some programs that do provide cash assistance provide benefit levels so low 
that they reduce the severity of poverty but do not lift households out of poverty. The average 
AFOC family of three receives maximum benefits equal to 42 percent of the poverty line. Even if 

q ( ...conti nued) 
support enforcemellt program, emergency assistance. child care expenditures for AFDC recipients. and !.he "at-risk" 
child care program which provides child care subsidies to low-income working families. 

10 While Medicaid and WIC do not reduce poverty directly. ult!Se programs may reduce poveny ill the long-run. For 

example, by improving !.he heal!.h statllS of children, !.hesl! programs may enable children to leam more effectively and to 
grow up to be morl! productive workers. It is impossible to predict what ule poverty rate would be today if such 
programs had not been implemented. 
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\lne uses an unofficial measure of poverty that considers the value of noncash assistance such as 
rood st4mpS, free school lunches, and housing aid in addition to cash assistance such as AFOe or 
SS!. these combined benefits often are not enough to lift the poor above the poverty line. For 
example. only about 18 percent of the poor were lifted above the poverty line by cash assistance, 
r'uod stamps. and hOllsing aid in 1992Y These programs, however. reduced the depth of poverty 
for many more poor people, In fact. these benefits reduced the "poverty gap" - the total amount 
by which the incomes of poor families fall below the poverty line --.:. by some 42 percent in 1992. 12 

In addition, it is not accurate to p.ortray the poverty rate as remaining "virtually 
unchanged" since the War on Poverty began. When strong economic growth, leading to real 
wage growth across the income distribution, was coupled with more generous antipoverty 
prugrams, poverty did respond. Between 1964 and 1973, the poverty rate fell from 19 percent to 
i I percent, and the number of poor people dropped by more than 13 million. 

Since 1977, however, the poverty rate has drifted upward. [n 1977, some 11.6 percent of 
(he population was poor. [n 1993, the poverty rate stood at 15.1 percent. The years 1977 and 
1903 are appropliate years to compare because they carne at similar points in the economic cyqle. 

The major factor behind the upward drift in poverty appears to be fundamental shifts in the 
economy and not excessively generous anti-poverty programs. Since the late 1970s, falling wages 
am] tleclining job opportunities for lower-skilled workers contributed to rising poverty rates. 13 

[n 1979, some 12.1 percent of full-time year-round workers earned too little to lift 
a family of four out of poverty (1977 data are not available). By 1993. some 16.2 
percent of these workers had earnings this tow. The average hourly wages for 
non-supervisory jobs also fell by 14 percem from 1977 to 1993, after adjusting for 
int1ation. 

: J III this ;ulaJysis, [11..: value 01 food stamps and housing assistance ar~ consider~d illcom~. TIlis is not the way th~ 
,)t'licial poverty statistics are calculated by th~ Census Bureau. TIle d;:ua presented OIl the antipoverty effectiveness of 
1l1t::1Il5-teSled programs are baSed on inl'oflllluion illlhe 1994 Green Book, U.S. House of Represell!ativ~s, Commiuee 
un Ways and Means, pp. 1171-2. 

I ~ TIle poverty gap is calculated by adding togeth~r th~ amount by which evt:ry poor person's income falls below the 
pov..:ny line. 

13 For discussions of the impon~Ulc,,: of declining wages and increased income inequality 00 poverty rates, see "Why 
Wer..: Poverty Rates So High In TIle 19805," Rebecca Blank in Powr(:; and Prosperity in the USA in the Lute 20tl! . 
Centurv. D..:mitri Papadimitriou and Edward Wolff. cds .. and "Do Today's High Poverty Rates Retlect Economic or 
Dc::nograpilic Changes," Sheldon Danziger and Peter Gottschalk. presented at the Association for Public Policy Analysis 
;U10 Management, Annual Research Conference, October 1994. 
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Similarly, in 1993, the proportion of families with children in which the head of the 
household worked but the family was still poor stood at 11.4 percent: by contrast, 
in 1977, some 7.7 percent of such families were poor. 

In uddition to declining labor market prospects for those at the bottom of the income 
spectrum, changes in family structure have contributed to the increase in poverty, Female-headed 
families were both a larger proportion of all families and of poor families in 1993 than in the late 
19705. At the same time, however, the effect of the growing number of female-headed families 
on poveny trends in the past 20 years is sometimes exaggerated. During this period. the average 
size of female-headed families became smaller and poverty also increased among two-parent 
families. As a result of these and Other trends, the proportion of poor people living in female­
heuded families has remained fairly steady since the late I970s. Census data show that 37.2 
percent of all poor people lived in female-headed families in 1977. [n 1993, this figure had 
increased only modestJy to 39.4 percent. 

A weaker safety net also has contributed to the rise in poverty for some groups. In 1993. 
fewer than one in every seven children who were poor before receipt of government benefits was 
lifted from poveny by cash benefits. 14 In 1979. nearly one in five children who was poor before 
receipt of cash benefits were lifted from poverty by them. (These data are not available for 1977.) 

What is the Value of Benefits Provided to AFDC Families? 

There is often confusion surrounding the issue of the value of benefits families on AFDC 
receive, with some claiming that these families receive typically receive benefits totaling $15,000. 
~he income most recipient<:; have to meet their basic needs is, in fact, modest, leaving families well . 
below the povel1y line. 

• 	 In 1994, the average AFDC family of three was eligible for a maximum of $415 
per month, or $4.980 per year, in cash assistance.!5 Nearly three-quarters of aIt 
AFDe families included three or fewer members. 

14 lllis Jeclille in the proportion of children raised from poverty by government benefits is likely to reflect the 
combillL:J dfect of benefit reductions ruld wage erosion. Dt:Clining wages left many working families with children 
further below the poverty liue. thus reducing tile chances tilat the combination of wages and govemment benefits would 
lift them (0 the poverty line. 

15 lllis was c:Uculated by taking the weighted average of the maximum AFDC benefit levels for a family of three in 
each stalL: in 1994. TIle uumber of AFDC frunilies with three members ill each state in 1992 (the last year for which the 
data are available) was used as tile weight. llle weighted median maximum AFDC benetit for a family of three was a 
very similar $420 per month. llle weighted average of Ule maximum AFDC benefit for a family of three is higher tilan 
tile m::L"{imum benelit in the median stale. In Ule median state, the maximum AFDC benefit for a family of three equals 
S366. llle weigiHed average tigure is higbL:r because a number of larger stales such as Califomia have higher-than­
average bendit 1evds. Furtilermore, the higher a state sets the AFDC maximum benetit level. Ule more families will 
lHe!!1 the eligibility criteria. 

11 



, ... " 

Most AFDC families also receive food stamps. A family of three that received 
$415 in AFDC benefits would receive about $249 in food stamps.16 

• 	 Together. an average AFDC family of three receives a ma.x,imum of $664 per 
month. or $7,968 per year. in food stamp and AFDC benefits. This represent) 
two-thirds of the poverty line. 

• 	 Average AFDC and food stamp benetit') combined have fallen by more than one­
quarter over the past two decades and have now receded to the level of AFDC 
benefits alone in 1960, before the food stamp program was created. 

AFDC recipients, however, do receive other benefits and services in addition to food 
stamps. Most notably. AFDC recipient) are "categorically eligible" for Medicaid. 

Medicaid provides an important service to AFDC families. However, it is inappropriate to 
count N1edicaid cost') as "income" for families on AFDC. Medicaid payments go to doctors and 
hospitals. not AFDC recipient'>. and cannot be used to meet basic expenses such as food, shelter 
and clothing. Furthermore, a family that has numerous medical problems and, consequently, 
produces higher iv1edicaid costs for the government does not have more "income" with which to 
pay rent than a similar family receiving AFDC that does not have such high medical expenses. 
Including Medicaid in the calculations of the income available to AFOC recipient') would be 
inconsistent with how other health assistance is described; most employed individuals do not 
consider the val ue of their employer-provided health care coverage when stating their income 
level. Am! few favor including the value of such coverage in their taxable income. 

In addition to Medicaid, some AFOC families receive nutrition assistance through the 
\VIC program. the School Lunch Program, the Low-Income Home Energy Assistance Program 
(LlHEAP). and subsidized housing. Unlike Medicaid (which provides medical insurance), these 
programs are more like cash assistance - they help families meet monthly budgets. But benetits 
in \VIC. the school lunch program, and LlHEAP are modest. And while housing benefits are 
larger. most AFDC families do not receive them. Only one-quarter of AFOC reCipients receive 
housing assistance. AFOC recipients may participate in other programs. such as education or 
u'aining programs. but these do not typically provide cash or cash-like assistance. 

The three-quarters of families receiving AFOC who do not receive housing assistance 
must pay for food. Clothing, shelter. and transpo11ation with a family income that averages 
between $8,000 and $9,000 per year for a family of three, depending on whether the family 
receives WIC. free school meals, and LIHEAP. When one factors in the average amount that 

[(, 111is Ii gun:: was ca.lculalt:d usillg the: average shelte:r deduction for food stamp house:holds that also receive AFDC. 
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AFDC families receiving housing assistance appear to save on housing coSts. even these families 
remain below the poverty line.!7 

Conclusion 

While many point to government spending on low-income programs as the cause of rising 
entitlement costs and budget deficits, non-medical means-tested programs are not exploding in 
cost nor do they provide excessive benefits to poor families. Nearly all agree that the welfare 
system needs fundamental refOlm, but misperceptions about "welfare" spending should not drive 
the policy debate. 

17 All average AFOC family of three that received housing assista.nce would pay an estimated $ 100 per month for 
housing related costs. 111e average U.S. household with income between $5.000 and $10.000 spends S345 per mOllih 
Oll hOllsing. 111lls. at first glance [lie housing assistance appears to effectively increase the family's income by $245. 
However. because food stamp bendits are partially determined by a family's housing costs. the food strunp benefits of a 
typical A.FOC family of three !lIar n.:ceives housing assistance would be reduced so that !lIe housing aSSiSlallCe effectively 
raises an AFDC falllily's income by all estimated $206 per month. 
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WORK FIRST: 
A Proposal to Replace Welfare With an Employment System 

By Will MarBhall,. Ed Kilgore, and Lyn A Hogan 

With each passing day, it becomes clearer that welfare refonn cannot be 
achieved by the old Democratic prescriptions or the new Republican nostrums. Thus I 

far, 'neither side has produced a plan that meets the goal overwhelmingly supported I 
I 
I 

by the American public: helping welfare recipients achieve self-sufficiency through I 

work. This concept proposal is intended to fill that crucial gap. 1 

President Clinton's 1994 welfare reform proposal set the right goal but did not \' 
charta clear p~th to reach it. By imposing a two-year limit on unconditional cash 
assi$tance, the plan ended welfare's status as a permanent entitlement and created a 
powerful incentive for its recipients to work. J3ut the White House blueprint did not 
include a practical meanS for moving welfare recipients into jobs: Instead, it 
maintained and even expanded the e~sting welfare bureaucracy, pumping more 
money into education and training programs that have largely failed to connect 
welfare recipients to the world of work and responsibility. WbiIe the Clinton plan 
offered states signific8l\t new latitude to pUrsue previously tested reforms without I 
going through the cumbersome waiver process, it ,did not go far enough in I 

empowering the states, the private sector, and welfare recipients themselves to find 
imaginative new solutions to welfare dependence. 

Thoqgh GOP leaders dismiss the President's proposal as insufficiently bold, 

they cannot even achieve agreement on the objective of welfare refonn. Republican 

efforts to craft legislation will either succurD.h to internal divisions-()r achleve unity 

at the expense of genuine, refonn. I~ either event, Congress needs' a clearly focused ' 

altern.at;ive that builds on public support for work~based welfare refonn and supplies 

the resources and incentives to make it happen. ' 


A Republican Retreat From Work·Based Reform 

Some Republicans support work-based welfare reform in principle; others 
accept the more controversial premise that discouraging illegitimate births by cutting 
off benefits to unwed teen mothers will break the cycle of welfare dependence. Still 
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. 
PHONE NO. Jan. 21 199305:14RM P03 

other GOP leaders. especially among governors, oppose any national reform of the 
welfare system~ contending that states should take the lead with a minimum of 
federal guidance~ Meanwhile, all three Republican perspectives on welfare reform are 
cramped by short-range federal budgetary concerns, including the need to generate 
savings to pay for promised tax cuts and defense spending increases. 

" " 

The welfare block grant proposal announced in early J tuluary by House and 

Senate GOP leaders appeared kl endorse the Republican governors· strategy for 

reform, explicitly abandoning any national goal for welfare reform other than " 

reduced federal spending and total latitude for states. Moreover, the proposal 


, repudiated national work-based "reform by freezing federal fUnding for, welfare­
related services such as food and nutrition, child care, and employment and 
iraining-,al1 key building b]o~ks for any strategy to ttmake work pay'! for welfare 
recipients. ' 

But the various House committees charged with implementing the overall 
block grant plan are 8teadily subverting the promised state flexibility by inserting a 
mixed bag of negative prescriptions, including the Contract With America's ban, on 
aid to legal immigrants and unwed teen mothers, and weak and ill-defined work 
requirements. Still missing in the GOP proposal is any clear and positive national 
blueprint for reform. ' ' 

Thus, e'Ven in the supposedly focused and disciplined House, Republicans 
cannot produce a logically compelling or internally consistent welfare reform 
package. The amorphous legislative product will likely be "block grants" without 
flexibility, and an assault on benefits for immigrants and illegitimate children" that 
may "not surVive the senat,e:.-.:with only a rhetorical nod toward work without any of" 
the resources or'mechanisms needed to make work available. 

The one element of the Republican package that will undoubtedly emerge 
unscathed is the block grant funding principle: converting welfare·related programs 
from entitlements to discretionary programs with funding levels arbitrarily frozell. In 
the absence of any national commitment to fundamental change in the welfare 
system, this step repre$ents little more than a shift of power from feder~ 
bureaucrats to" state bureaucrats, done on the cheap. The dismal result is likely to be 
phony welfare refonn, achieved through phony devolution. 

Refocusing 'Welfare Reform OD Work 

Welfare reform is too critical a task to be sacrificed to Republican disunity on 
goals, or Republican expediency on cost. But the President's 1994 proposal, welcome 
as it was as a step toward work·based reform, is ail inadequate alternative that 
supplies too few bridges between welfare recipients and private Jabor markets, and 
too Jllany detours inkl income maintenance or ineffective education and training 
programs. 
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The Progressive Policy Institute (PPl) ,Work First plan aims to convert welfare 
into an employment system through three main steps: 

(l) Abolish both Job Opportunities and Basic Skills (JOBS)-the primary 
federal education and training program for welfare recipients, created by the 1~88 
Family Support Act-and Aid to Families with Dependent Children (AFDC), and 
substitute a Work First employment system that would establish as national policy 
that: (a) unsubsidized private sector work is the goal for public assistance recipien~; 
(b) immediate work experience, not participation in education and training programs, 
is the best preparation for permanent employment for the'vast majority of welfare ' 
recipients; and (c) aU recipients of public assistance should perfonn some work, with 
community semce as a faJlback. In effect, the time limit for income maintenance 
would be zero. 

(2~~P.ool AFDC and JOBS funding, calculated by the current fonnula but with 
a single match rate, to create A. perfQrmance-based grant that offers financial 
rewards to states that succeed in placing and keeping welfare recipients in full-time, 
unsubsidiZed private sector jobs. 

, . . ' ~ . ~ 

(3) Give states financial incentives to convert a portion of their employment 
system dollars into job placement vouchers that welfare recipients-as well as 
fathers of children on welfare who might.contribute to family support through 
work-may use to purchase welfare-to-work services. Such service~ would comprise 
job placement aiid support, rath~r than education and trainirig. By putting 
. purchasing powerdiTect1y in the hands of welfare recipients, vou.chers would help· 
stimulate a competitive market for job placement and draw private as well as public 
investment. 

The PPI proposal promotes real devolution of decision-making on welfare 
- _____, --... - r".-••" -- It -- ------ -.I _._- b. -._- - - _ ........ "" ... ' .. ..., ...... '4.. , •• WVA .......... ""'A. "'" 


transforJ1ls income maintenance and education and training programs into a Ringle 
flexible, performance-baaed grant that allows states to design individual benefit 
packages targeted to, what each recipient needs to quickly enter the workforce. It ' 
also strongly ~ncourages the use of job placement vouchers to bypass federal and 
state bureaucracies and place resources directly in the.hands of welfare recipients. 
This approach ~upplies unprecedented flexibility to respond to local economic . 
conditions andpfoiramcharacteristics; moreover, it also gives the federal 
government a potent lever for reinventing social policy in ways consistent with the 
broad p~b1ic consensus for programs based on work and reciprocal responsibility.· 

By abolishing the existing AFDC and JOBS programs, this proposal also· 

simplifies the task of work-based welfare reform. Able·bodied recipients would no 

longer be entitled to cash assistance or specific education and, training services for 

any length of time. By requiring recipients to pursue privata sector job 

opportunities-,and where necessary, community service work-.as soon as possible, 


/ 
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the new system renders such action-forcing devices as time limits less significant, . 
and perhaps even redundant. The presumption would be that the proper time limit 
for income maintenance or education and training prior to job placement is not two 
years or five years but zero. In addition, the proposal would allow states to begin 
addressing the "missing link" in welfare reform-absent fathers-by offering job 
placement services to noncustodial parents as part of an overall effort to create non­
welfare streams of faJ:Dily income. 

The "Work First" Ar~itecture 

The first step in work-based welfare reform is to put work first, changing the 
current system's incentives to make permanent employment in ·private sector jobs 
the paramount and immediate goal for everyab1e-bodied·recipient of public 
assistance, with serious community service work as a fallb~ck optionwhen 
necessary. . 

~........'h,":'-­

Many existing reform plans would expand education and training by 
increasing funding for JOBS. Yet careful, intensive studies conducted by the 
Manpower Demonstration Research Corp. and other reputable research groups have 
concluded that eduC8~on and training programs pr04uce only marginal results, at 
best modestly increasing earnings and decreasing welfare costa. A recent General 

. Accounting Office report on JOBS also concluded that 1t is not well focused on 
employment instead concentrating more on participation requirements than on 
getting recipients jobs. The research also shows that programs 'that stress work and 
maintain strong ties with the private sector produce better results. For example, 
Riverside, California's work-focused Greater Avenues For Independence (GAIN) 
program accounts fOT 19 percent of all job placements while serving only 4 percent of 
the state's caseload. 

Private organizations. are reinforcing the case for emphasizing job placement 
over education and training. Examples include nonprofit organization.~such a.~ 
Project Match in Chicago~ a8 well as America Works, a for-pront company that has 
placed more than 5,000 welfare recipients in private jobs at various sites around the 
countT)'o The Work First system envisions a healthy coQlpetition in welfal·e·to-work 
8e~ces among public as well as private entities. Other optio~ mightinclude 
temporarily subsidizing private and public sector jobs with c~h and food stamp 
benefits paid out as a wage as Oregon has done in its JOBS Plus, program, and 
converting job training funds to loans for microbusinesses. . 

The Work First Employment System is baSed on the premise that the vast 
majority of those receiving welfare are capable of working if given the opportunity: 
Too many welfare recipients are shunted through ineffective education and training 
programs, or, worse, given nothing but a check and the' option to sit at home. TIle 
system must change. The Work First system requires that everyone who can worlc, 
wilJ work. 

4 
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. The Work First philosophy assumes that labor markets can absorb welfare 
recipients if the right supports and links to employers are in place. According to 
Gary Burtless, a prominent labor market economist with the Brookings Institution: 

With roughly 7 million jobless workers, even at full employment, is it 

plausible to expect employers could offer an additional 2-3 million jobs for 

AFDC recipients forced to leave the welfare rolls? Surprisingly, .most labor 

economists probably believe the answer to this question is "Yes." 


i 

Employers can accommodate a new supply of low-skiU,1ow-cost labor. But we i 
i 

need an employment system that builds a bridge between t.his.potential demanq and 
\ 

. the welfare recipients that can supply it. 

The following:elements make up a Work First Employment System: 
I 
! 

• 	 The new employment system would replace the AFDe and JOBS programs, 

converting funding for .those programs-with additional federal money 

allocated by Congress-into a single flexible, performance~based grant that 

allows states to desjgn individual benefit p~ckages targeted to what each 
recipient needs to quickly enter the workforce. ' 

• 	 The new system would give states flexibility to design systems that put 
. maximum pressure on welfare recipients to seek employment, but it would Dar 

them from preemptively disqualifying any category of recipients currently 
eligible for aid, including teen, mothers and iriimig'rarits. However, states 
would have the latitude to make receipt of assistance conditioned on 
compliance with its rules '(e.g. sanctions for nonwork, tillle limits •.etc.). 

• 	 The federal match rate for implementing job placement voucher programlJ 
would be set at a higher level to encourage states to pursue vouchers over' 
other strategies, .thus increasing the match rate for dollars put into vouchers .. 
States would receive a ~ash bonus equivalent to six months .of federal funding 

. (i.e., savings) for each welfare recipient placed in an unsubsidized full-nine, 
private sector job for s~months. They could reinvest this pool of savings in 
job placement 'vouchers or other incentives such as cash bonuses to ·recipients 
who find and stay in private jobs and to caseworkers who excel in job 
placement. 

• 	 Applicants for aid· would apply at a government office and be evaluated by a 
caseworker Qr case team- to determine individual need$. A screening process 
would. divert those deemed immediately employable from the Work First 
system. No uncop.ditional aid would be granted. At sriy point, a recipient who 
tUrns d'own a private sector or community service job would be denied access 
to further employment 8ervi~s. Severely disabled applica.p.ts deemed 
unemployable would be moved to the Supplemental Security Income program. 
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(1) 	 Those with short-term, one-time emergencies and immediate , 

employment prospects would receive Temporary Emergency Aid (also 
called "grant diversionfl

), Applicants would receive a one-time cash grant 
to cope with an emergency such as car trouble or overdue rent. If these 
recipients are determined to be in need of further assistance, they will 
enter the Work First Employment System at a reduced or zero benefit 
rate for' a number of months determined by the state as adequate to 
repay the emergency,grant. Modeled after Utah's, grant diversion 

( 	 , 

program, this approach aims' to prevent people from unnecessarily 
entering the new employment system. 

(2) 	 Those not diverted would' enter the employment system. States could 
require those entering the Work First system to engage in Intensive job 
search before taking advantage of placement and support serVices. 
Recipients would sign an, "employability cont-ractll charting their 
individual paths to self-sufficiency through private sector work. A 
relatively small percentage of recipients will not be job·ready: people' 
who can't read, those with serious drug or alcohol problems or a 
temporary disability, and mothers with children aged 16 weeks or 
younger. All but the last category may be referred to programs that 
offer counseling, training, or, other services. But everyone, even if they 
are not ready for private job placement, should perfonn some i 
community service work. ' 

(3) 	 The Work First employment system would offer job placement services, 
but not cash assistance, to th~ fathers of AFDC children (on the 
condition that, once employed, the fathers meet their child support 
obligations). In addition, mothers could agree to give their place in the 
system to fathers, in, a step that may encourage families to stay together 
or reunite:' " 

• 	 " A state could choose to refer recipients to either private intermediaries 

offering job placement and support services or to state employment offices 

offering similar semces. ' , 


• 	 Private nonprofit and for-profit intermediaries and state offices would offer 

subsidized private sector work experience, job placement, and support services 

as needed, always with the goal of moving a recipient into full-time private 

se'ctor work. Placement and support organizations would receive payment in 

full for performance only; for example, once a recipient has been placed and 

retai,ud in a full-time, UDsubsidized job for six months, one-third might be 

paid to the intermediary upon three months of job retention, with the 

remaining two-thirds paid upon si;x: months of job retention. State employment 

agencies, could provide job placement and support services in competition with 

private intennediaries. Job placement organizations, whether private or ' 
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public. would have a strong job development component as well as follow-up '­ i 
support services to help people stay in their jobs. ! 

Job Placement Vouchers 
,. 

By giving job placement vouchers· directly to recipients, states coUld tap into r 
and build a growing market for public and private agencies providing placement and i' 

I 

Isupport services. 
I 

Job placementvoucbers can reduce costs, improve service delivery, shrink 
bureaucracy, and most importantly, empower low-income and unemployed Americans 
by giving them the resources to choose their own providers where and when thoy 
need a particular service. The job placement voucher proposal is aimed at . 
sigtrificantly cutting.long-tenn public costs by moving those on public assistance into 
productiv~~private sector jobs. A strong federal commitment to a feasible job 
placement strategy is much more Cost-effective than any short-tenn block-and-cut 
approach that abandons federal responsibility for welfare refonn Without supplying 
incentives to work. 

States would individually Bet their voucher rates and develop a list of service 
providers eligible to redeem the vouchers-including placement agencies' and private 
employers. The list would be rriadeavailable to welfare recipients who enter the 
eDlplojment system and have completed intensive job search. Recipients would use I 

I'the lists to make their service choices. A voucher would offer recipients quick access ; 

I 

to placement and support agencies such as: America Works in New York; the Good j 

Will Job Connection in Sarasota, Florida; high performap.ce, sta~-run job placement 
programs such as the GAIN initiative in Riverside, Califomia; temporary private '. I 
. sectQr work experience supplied by employers and subsidized with income assistance 
and a C8.shed·out food stamp benefit; microenterprise training programs; and other 
employment-b~ed services. . 

In a full-fledged application of the voucher approach, state welfare 
bureaucracies cc~ldbe transfonned into agents for job pJacement in tw,o ways: by 
performance incentives accompanYing federal funds. and by . direct competition with 
priva~ providers for voucher benefits. . . 

AdditfonafElements of a Work First Strategy for Welfare Reform 

Aside from changing the incentives of the system from income maintenance 
and education and training to job placement, several other steps are necessilry to an 
overall Work 'First strategy. First, we mustmake work pay Illore than welfare, and 
recognize that.any work-bas.edreform.ofwelfare is inconsistent with "on the cheap!! 
approaches that make public assistance mOTe attractive than private sector jobs. 
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The current system offers most recipients a' package of welfare benefits worth 
thousands of dollars more than a full-time minimum wage job. Asset limits and 
welfare reductions for earned income penalize work and savings. To ensure that 
work, not welfare, is the rational choice for men and women alike, even entry level 

i 
jobs must always pay more than the package of available welfare benefits. Raising !. 

I 

the minimum wage, however, is the wrong answer, since most minimum wage 
earners do not live in poor families. The Clinton Administration in 1993 adopted the r 

i 
right approach: a $21 billion expansion of the earned income tax credit, a direct i 

subsidy to low-wage workers. Other changes necessary to make work pay include 
tOughening child support enforCement, expanding child care support for the working 
poor, and pro'riding health care subsidies to low-wage worker~. 

" 
" 

Second, we must develop an empowerment strategy to encourage the poor to 
build personal capacities and Rssets, replacing thepaternaJistic welfare bureaucracy 
as the prn,mary source of income in impoverished co~unities. To encourage asset­
based policies, we must promote saving and remove barri~rs to asset building, such 
as welfare's limits on how much people can' earn OT save, and housing rules that 
raise rents as incomes rise. Individual Deve10pment Accounts (IDAs) for low-income 
families area particularly promising device. Like Individual Retirement Accounts fOT. 

the middle class, IDAs would be tax.,favored, annual contributions used only for 
coJIege, home owriership, retirement, and small business start-up. Individual 
Contributions could be matched by government, churches, community groups, 

!,
businesses, and umons. i 

rWith adequate asset levels in place; we can pursue policies such as 
microenterpris~ that promote, self-employment by making loans for small business. I 
Based on sucC8sSfullending projects in developing countries, U.S. microenterprise 

iventures tap the latent entrepreneurial talents of poor people, especially women, who 
face limited options in formal labor markets. j 

, .. . . 
IThird, we must improve child support enforcement, both to supply non­

I 
I,welfare streams of income to children on public assistance and to reinforce the 

responsipilities and benefits of parenthood, especially among fathers of children on 
welfare.· . 

I, 
America's poor children deserve the support of both parents. Yet government I 

I 

estimates show that families actually collect leas than one-third of the court-ordered 
payinents to which they are entitled. Toughening child support. enforcement and 
allowirig mothers to keep a larger share of child ~upport paymenfs should 
dramatically increase collections. This will reducepuhlic welf!U'e costs and give 
mothers another source of income, so that even part-time work may he enough to lift 
them out of poverty. PPI's Work First strategy would require mothers to establish 
paternity at birth as a condipon for receiving public assistance, improve collection 
and enforcement of child support. orders, and offer access to the employment system 

8 
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... " 

(but not cash benefits) for those non-working fathers who are delinquent in their 

child support paymen .... 


Fourth,we must adopt a comprehensive .trategy to prevent teen I 

I 
rpregnanc,-combining unambiguous condemnation of irresponsible child-bearing 

with coInmunity-based solutions that strengthen and support families and reinforce 
community values. .. I, 

t 

PPI urges leaders in public and civic life, as well .as in the media, to launch a 
national campaign tl> spread the message that it is morally wrong for teenagers to 
have children they cannot support financially or emotionally~ We would reinforce 
that message with policy changes that end unconditional public assistance for 

I. 

unmarried teen mothers, hold fathers accountable to their children, and ensure more 
swift and certain punishment for sexual predators. At the same time, we should 
replace 3,~f!!fSl'e's perverse rewards with a new set of positive incentives for young 
____ .~_1 _ ......."" .......: ..... _~ .. _~._.: ...1 ,&••*>_..... ,._ .......... _ r-----.c.:..-o ___ ...1 ft ••,...,l.. Ide1.......~¥"'1 .. 


Most importantly, PPI envisions a shift. in the primary responsibility for 

reducing teen pregnancy from government to comlJ:lunity i~titutions. For example, 

we propose creating a network of eommunity·based second chance homes that would 

allow teen welfare mothers and their children to live in safe and supportive 

environments and provide the structure and discipline they need to finish school and 

raise their children. This would provide an alternative to teen mothers' setting up 

separate households or :remaining in their parents' homes if those homes are unsafe· 

or unstable. But it would stop short of p~shing teen mothers ·by d~nying them 


. public supports aitogether, as Hou..qe &pubJicans have proposed. 

Conclusion 

Genuine welfare refonn can occur in this Congress, but only if the debate is 
refocused on work-based refonnand practical ways to link welfare recipients with 
real-life work options .. The Work First Eniployment. System is designed to turn the 
incentives ·of thecurrerit system inside out. It would make. private sector .work the 
primary objective for both recipients and states, giving states· accountable ! 

performance standards but great flexibility in achieving them.. If implemented in the 
context of an overall Work· First stramgy, the new system could help deCQnstruct 
welfare and build a new. empOwerment strategy for poor communities and their 1 

citizens. . . I r 

9 
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ChaDges in Federal Law Needed for a Work First EmploymeD.t !,System f 

, 

! 
I• 	 Existing AFDC and JOBS programs would be aboUshed ' 

and replaced by a, single performance-based grant oltering 
financial rewards to states that succeed in placing and 
keeping recipients in private sector jobs~ 

, 
l, 

• 	 All who would be eligible for the AFDe system under 

current rules would remain eligible, including teen 

mothers and legal immigrants; states could ofter 


__ noncustodial fathers Job placement and support services 
~"'''''~ but not cash benefits., ' , I: 

I 
• 	 States would ,receive funds previously available through " 

I 
AFDC and JOBS under a new match rate of 60 percent or 
the state Medicaid match rate, whichever is higher, as long 
as a Work First system is designed~ , 

• Those deemed. eligible for help would enter and remain in 
the employment system until they are placed in a private 

, sector job; states would be given an option to adopt a 
"grant diversi9n" program of a one-tim,e emergency 
,payment to those with immediate employmen:t 
opportunities needing only temporary assistance to see 
them throu'gh their emergency. States couldreqQire a job 
search befpre offering placement opportunities to ' 
recipients who ,are not tldiverted" from the system. 

• Any funds used by states to endow job placement vouchers 
would be PlBtched at a higher rate, plus states would 
receive six monilis wolth of foregone federal payments 
(i.e., savings) for each full "time unsubsidize., job 
plac:ement, ~s long 8$ each recipient is placed and retalned 
in the Job for six months•. 

• States could at any point require community service work 
from recipients enrolled in the Work First Employment 
System. ' 

10 
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DRAFT FOR DISCUSSION 
January 31,1995 

Introduction 
Many rf3cent proposals have been made to "block grant" welfare benefits. These 
proposals present important analytic, policy and administrative issues. To identify 
these issues, a hypothetical construct has been developed. This construct is not for 
the purpose of developing Administration Policy, but rather for the purpose of 
analyzing proposals prepared by others. 
For convenience, the construct used is similar to that developed for Performance 
Partnerships included in the FY 96 Budget. These will consolidate funding streams, 
eliminate overlapping, authorities, create funding incentives to reward desirable results, 
and reduce administrative burdens. They will focus on outcomes and outputs as the 
basic measure of success. 

Basic Concept 

Most of the proposals follow a construct that contains the following elements. First, the 
Federal Government should clearly articulate a goal for aSSisting families and children. 
This goal should be a clear expression of the National Interest. Objectives should be 
laid out in legislation, not by bureaucratic regulation. Within these objectives, states 
and localities should be given broad flexibility to choose specific courses of action. 
Existing programs should be consolidated and accountability for performance should 
be monitored and made public. 
The Administration's Performance Partnership concept adds to the above 
the idea that there should be incentives in th.e form of additional flexibility or financial 
incentives built into the program's design. Good performance should be rewarded. 

Applying the Concept to Welfare Programs 

The first step would be to articulate a hypothetical. goal. For example: 

"To move families toward self sufficiency while providing temporary assistance· during 
periods of unemployment, illness or family crisis and to assure that children are not 
harmed in the process. II 

This goal would be discussed and debated with the Congress and would become the 
basis for legislation. For purposes of discussion this legislation would consolidate 
AFDC, JOBS and Emergency Assistance. The major objectives for such a program 
might include: .' 



. 	 . 
* Moving Families Out of Poverty Through Work 
* Promoting Parental Responsibility for Support 
* Preventing. Poverty through Education and Responsible Parenting 
* Provisiori of a Safety Net for Children 

. Each of these broad National Interest Objectives would be further 
circumscrib~d, again legislatively. by Performance Measurement Categories. (eg. 
Persons leaving for work, Recidivism, Child Support Enforcement etc.) which 
demonstrate how a given objective could be measured. 'Attached is an example of 
what these Categories might look like and some performance indicators that might be 
used. The specific indicators would not be included in the legislation but would be 
subject to negotiation between departments and representatives of grantees. 

Uses of Perfonnance Infonnation 

, The primary use of performance information would be for public accountability. 
Letting citizens and taxpayers know how their money is being spent should provide a 
strong incentive for good performance. Additionally, states and localities will be able 
to be compared in specific performance categories. Again,this can be done in the 
spirit of public accountability or might be combined with the incentives for good 
performance described above. 

General Issues 

A. 	 How are net effects of policy measured? (e.g. a decrease in child poverty may 
be due to government intervention or a general improvement in the economy) 

B. 	 Are there data limitations or lags in reporting? (e.g. poverty statistics are 
published two ye'ars after the fact 

C. 	 Can States reduce their financial input while' retaining federal funding? Is ther~ 
a maintenance of effort provision? Will there be State matching of federal 
funds? 

D. 	 What provisions are needed to prevent states from shifting costs to local' 
governments or to other federal programs? (e.g. if States withdraw cash 
assistance to families, then Food Stamp costs automatically go up.) 

E. 	 How shOUld funds be allocated between States? 
F. 	 What happens in a recession? Would States be able to draw down additional 

funds? 
G. 	 Where are there possibilities for perverse incentives? (e.g. would the 

performance indicator for education lead states to take money away from cash 
assistance and give it to local school districts? . 

H. 	 Should there be a widely disseminated or published State plan that, although 
not subject to federal approval, requires States to describe in detail how they 
will meet the objectives of the performance partnership? Would this device be 
sufficient for ensuring accountability? . 

I. 	 Who should choose performance measures or performance indicators -- the 
federal government, the States are some combination (e.g. core measurements)? 



J. 	 How do programs that are block granted interact with other government 
programs? (e.g. AFDC recipients are categorically eligible for Medicaid.) If 
States 'can determine eligibility under the performance partnership," how would 
Medicaid eligibility be determined? 

K. 	 Are safety net measures sufficient to ensure adequate income support for 
children? Should there be an explicit requirement for providing assistance 
below a certain fraction of the poverty threshold? 

L. 	 . Would any provi~ion be needed to address the issue of recipients leaving one 
State for another in search of better benefits and services? 
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Welfare Refonn Perfonnance Partnerships 

National Interest Objectives, Performance Measurement Categories, and Performance 
. Indicators 

A 	 Work (moving families out of poverty through work) 

• 	 Persons leaving for work 

-- percent of.caseload receiving better than $X.OO/hr job 

-- percent of caseload working· 

-- percent of income coming from government transfers 


• 	 ,Recidivism 

-- length of time off rolls 

-- did adult receive and keep job for 90 days/1 yearl etc. 


B. 	 Parental Responsibility (moving families out of poverty' through child support) 

• 	 Paternity and Award Establishment 

-- paternity establishment rate 

-- number of awards with medical support 

-- number of child support orders established 


• 	 Child Support Enforcement 
-- percent of families receiving full payment 
-- number of child support orders reflecting correct award level 
-- percent of caseload with collections 
-- total collections on behalf AFDC population 

C. 	 Prevention (preventing poverty through education and. responsible parenting) 

• 	 Education 
'-- number of people completing high school 

-- number of people enrolled in school 


• 	 Responsible Parenting 
-- teenage pregnancy rates 
~- marriage rates 

( 

-- out-of-wedlock birth rates 
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. D. 	 Provide a Safety-Net (ensure temporary assistance arid basic needs of children 
for food, shelter and other essentials are met) 

• 	 Homelessness and Destitution 

-- measures of homeless and soup kitchens 

-- use of shelters 

-- indigent use of emergency rooms 

-- reports of need by charitable organizations 


• 	 Child Poverty 
-- children living below the poverty line, or below 60175% of the poverty 
line . , 

• 	 .. Child Neglect and Abuse 

-- numb~r of children removed from home 

-- referrals to child welfare 'services 


• 	 Foster Care 

-- adoption rate for foster care children 

-- number of children in foster care 


• 	 Health Status of Children 

-- infant mortality 

-- children receiving RDA nutrition 


. ) 
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The Nutrition, Health, and Economic Consequences 
of Block Grants for Federal Food Assistance Programs 

January 11, 1995 
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THE PERSONAL RESPONSIBILITY ACT· 

o 	 Combines all USDA food and nutrition assistance into a single discretionary block 
grant. 

o 	 Authorizes an appropriation of $35.6 billion in fiscal year 1996. 

o 	 Eliminates all uniform national standards. 

o 	 Gives States broad discretion, provided: 

No more than 5 percent for administration 

At least 12 percent for food assistance and nutrition education for women, 
infants, and young children 

At least 20 percent for school-based and child-care meal programs 

o 	 Eliminates USDA's authority to donate commodities. 

f"'-...... 
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CONSEQUENCES FOR FOOD ASSISTANCE 

I. 	 The Personal Responsibility Act would significantly reduce federal support for food and 
nutrition assistance. 

o 	 Federal funding for food and nutrition assistance would fall by more than $5 
billion in fiscal year 1996 and nearly $31 billion over 5 years. 

o 	 All food and nutrition assistance would be forced to compete for limited 
discretionary funds. States' ability to deliver nutrition benefits would be subject 
to changing annual appropriation priorities. 

o 	 Programs would be unable to respond to changing economic circumstances. The 
demand for assistance to help the poor would be greatest at precisely the time 
when State economies are weakest. 

o 	 States would be forced to reduce the number of people served, the benefits 
provided, or some combination of both. The bill could force the termination of 
benefits for 6 million food stamp recipients in fiscal year 1996. 



CONSEQUENCES FOR NUTRITION AND HEALTH 

II. 	 The reduced investment in food and nutrition assistance programs and elimination of 
the authority to establish nutrition standards will adversely affect the nutrition and 
health of low-income families and individuals. 

o 	 The scientific link between diet and health is clear. About 300,000 deaths each 
year are linked to diet and activity patterns. 

o 	 Low-income households are at greater risk of nutrition-related disorders and 
chronic disease than the general U.S. population. Since the nationwide expansion 
of the Food Stamp Program and the introduction of WIC, the gap between the 
diets of low-income and other families has narrowed. 

o 	 The incidence of stunting among pre-school children has decreased by nearly 65 
percent; the incidence of low birthweight has fallen from 8.3 percent to 7.0 
percent. 

o 	 The prevalence of anemia among low-income pre-school children has dropped by 
5 percent or more for most age and racial/ethnic groups. 

a 	 The Personal Responsibility Act would, eliminate all nutrition standards, including 
those in place to ensure that America's children have access to healthy meals at 
school. 

a 	 The Act would also threaten the key components of WIC. 
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CONSEQUENCES FOR FOOD, AGRICULTURE, AND THE ECONOMY 

III. 	 By reducing federal support for food assistance and converting all remaining food 
assistance to a block grant, the Personal Responsibility Act could lower retall food 
sales, reduce farm Income, and Increase unemployment. 

o 	 In the short-run, the bill courd reduce retaiJ food sares by as much as $10 billion, 
reduce farm income bV as much 8S $4 billion, and cost the economy as many 8S 

138,000 jobs. 

o 	 In the long run, the bill could reduce employment In farm production by more than 
15,000 and output by more than $1 bimon. The food processing and distribution 
sectors would lose as many as 83,000 jobs and $9 billion in output. 

o 	 The economic effects would be felt most heavily.in ruraf America. In both the 
short- and long-run, rural areas would ~uffer disproportionate job losses. 

http:heavily.in
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CONSEQUENCES FOR STATES 

IV. 	 The proposed basis for distributing grant funds would result in substantial losses for 
most States. 

o 	 If Congress appropriates the full amount authorized, all but 8 States would lose 
federal funding in fiscal year 1996. California could gain about $650 million; 
Texas could lose more than $1 billion. 

o 	 All States would eventually fare worse than under current law. 
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Table 1 -- Historical Illustration of Food Assistance Block Grant 
(Dollars in millions) 

-_ ..... __ ..... _._- ...... ......-- ....-- .......-- ....... ......
-.-~ -.-~ -.-~ 

Without Initial Reduction With 	Initial Reduction * 
Actual Difference Adjusted DifferenceAdjusted

FoodYear BlockBlock
Assistance Percent Total PercentTotal GrantGrant 

$21,697$21,697 $18,941 -$2,756 -12.7 N/A N/A1989 

-$1,10624,778 -4,112 -16.6 23,672 -4.520,6661990 

-3,68228,849 21,971 -6,878 -23.8 25,167 -12.81991 

- -10,28733,519 23,232 26,612 -6,9071992 -30.7 -20.6 

-8,6281993 35,397 23,369 -12,028 -34.0 26,769 -24.4 

1994 36,928 24,374 -12,554 27,920 -9,008-34.0 -24.4 

Notes: 	Actual food assistance includes total federal cost of all USDA food assistance programs, excluding Food Program Administration. 
The cost of food programs operated by the Administration on Aging in the Department of Health and Human Services are not 
included. 

These figures presume that Congress would have appropriated the full amount authorized in each year. The block grant 
authorization is adjusted by the change in total U.S. population and the Consumer Price Index for Food at Home in the preceding 
year (ending on July 1 for population and in May for the CPl). ' 

• 	 The initial 12.7 percent reduction in the first year is equivalent to the estimated percentage reduction in food assistance 
funding in the first year of the Personal Responsibility Act. 



Table 2·· Effect of the Personal Responsibility Act 

on USDA Food Assistance Programs by State in Fiscal Year 1996 


(Dollars in millions) 


Difference 
Assistance 

State· 
Current Proposed 

level of Food 

Total Percent 

· 105 · 13818 713Alabama 
• 13 • 13 97 84Alaska 

• 109 • 16663 554Arizona 
· 19 - 4 422 403Arkansas 
650 164,170 4.820California 

5 1412 417Colorado 
- $49 - 17$297 $248Connecticut 
·34 ·3792 58Delaware 
·52 - 38137 85District of Columbia 

- 389 - 182,194 1,804Florida 
- 275 - 231,209 934Georgia 
-17 -8 

Idaho 
215 198Hawaii 

49 38127 176 
- 258 - 15 1,741 1,483Illinois 
• 	 22 . -3 

....11 
713 691Indiana 

- 31297 266Iowa 
307 270 - 37 - 12Kansas 

- 157 - 21740 582Kentucky 
- 375 ·331,141 765Louisiana 

- 21 - 11188 167Maine 
- 172 - 30 

. 5 
576 404Maryland 

·32608 577Massachusetts 
- 281 	 ·201,390 1,109Michigan 

· 18 ·4508 490Minnesota 
- 127 - 17 Mississippi 730 603 
·56 - 7 810 754Missouri 

29 26111 140Montana 
- 12 - 6 187 175Nebraska 

5 589 94New Hampshire 
- 132 	 · 16'New Jersey 836 704 

- 40 · 11361 321New Mexico 
5 3145 150Nevada 

·440 - 143,101 2,661New York 
·81 ·9930 849North Carolina 
·9 - 1186 76North Dakota 

- 481 - 271.768 1,287Ohio 
- 53 - 10528 475Oklahoma 
- 64 - 16 410 346Oregon 

1,617 1,465 · 152 - 9 Pennsylvania 
- 27 - 21128 101Rhode Island 
- 56 . 9 602 546South Carolina 



State 

Level of Food 
Assistance 

Difference 

Current Proposed Total Percent 

South Dakota 99 95 -4 - 4 
Tennessee 983 743 - 241 - 24 
Texas 3,819 2,665 - 1,154 - 30 
Utah 234 277 43 18 
Vermont 76 66 - 10 - 13 
Virginia 783 597 - 185 - 24 
Washington 660 444 - 216 - 33 

. West Virginia 405 309 - 96 - 24 
Wisconsin 467 442 - 25 - 5 
Wyoming 57 57 • 1 

Total 40,764 35,600 - 5,164 - 13 

Notes: 	 Individual cells may not sum to totals because of rounding. 
Subtotals will not equal grand total because some States fall into 
more than one region. 

Total includes the Commonwealth of Puerto Rico, other territories 
and outlying areas, and Indian Tribal organizations. 

Co·. 
This table assumes that Congress appropriates the full amount 
authorized for fiscal year 1996. 
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NUTRITION SECURITY: REFORMING THE FOOD STAMP PROGRAM 

Mission: 	 The mission of the Nutrition Security Program is to assure access to a nutritious, 
healthful diet for low income Americans through food assistance and nutrition 
education thereby strengthening the food and agricultural economy. 

Principles 	of Reform: 

o 	 Nutrition Security--The foundation for any food assistance program .. 

o 	 Modernizing Benefit Delivery--To improve customer service and red uce program 
abuse. 

o 	 State flexibility--To allow States to set the administrative procedures they need. 

o 	 Economic Responsiveness--To assure adequate levels of assistance regardless of 
economic conditions. 

o 	 Personal Responsibility--To promote personal independence and responsibility .. 

o 	 Program Integrity--To warrant public trust. 
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THE SeCAETA'I=lv OF HEA\.TH A.NC HUMA.N SEAVlcr;s 

WASHINGTON, o.c, 20201 

JAN 	 I 9 1995 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Block Granting Income Securiry Programs 

As many of us expected, the Republican welfare strategy has shifted yet again. Their initial' 
bill from last year included trairnng, time liinits, and work requirements, and was similar in 
important respects to our own. The bill included in the Contract with America is mostly a 

. plan that penaliies poor families arid children by highly restrictive (some would say 
vihdicrive)eligibiliry rules and arbitrary cut-offs with no additional supports to help people 

. 'get off and stay off welfare. Now they ate moving toward a thfrd strategy, converting illaily 
domestic 'programs. many of them entitlemenrs. into discretionary block gran~ and le'aving 
welfare reform to the srates in a grand bargain with the govemo~. 

We believe this may .be a defining issue for your Presidency. The proposal you. submitted 
last' year .has as its goal a nationwide transformation of the welfare system. into one that 

""" ." emphasizes work and responsibility while protecting needy children and supporting parents 
who play by the rules. By contrast block grants largely abandon the ,hope of bold national 
change toward a welfare system more in keeping with the nation's values. Moreover; bl6ci( 

. grants would represent a profound and largely irreversible change in· the policies designed tQ 

. support low inc'ome fimilies. In the end, we fear real welfare refonn would not be .' 
achieved. and that both states and low income families could be far more vulnerable as a 
result Of such a plan. '. 

The Emerging Republican Proposal 
Although their proposal is continually evolving, it appears that 'Republicans in Congress and 
selected ,Republican governors are currently discussing an alternative that creates three block 
grams, for cash assistance, food assistance and child care, and leaves open the possibility of 
six more block' grants: The two block grant proposals that involve the mostdtamatic change 
from curretu policy involve cash assistance and .food stamps. The proposal appears to have 
the following elements: . 

o 	 . fixed fedetal, funding· with' annual spending caps' for the programs included in 
the block grants (nol a "swap" of both fiscal and programmatic respOnsibility); 

o 	 a shift from entitlement to discretionary stams' within the federal budget, with 
the implicarionthat the annual spending caps come under the, overall 
discretionary spending caps imposed by the budget, and thus, compere with all 
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mher discretionary spending; 

b an allocation of these fixed federal funds to the states by formula, probably a 

. formula based on state spending on, the programs in a base year, perhaps with 

some adjustmentS over time; .' 


o . dramatically increased flexibility for the states in administering these 
. programs, including the freedom to eliminate any state matchirig funding ·for 

the programs and to define the groups eligible for help .. 

It is hard to overestimate how radical a change this would be. Since me establishment of the 
AFDC program in 1935 and the food stamps program in 1965, every needy family or 
individu'al who meets the requirements for the programs has been entitled to get help. The 
federal goverru:nenr has automatically adjusted its funding of these programs as the economy 
moved up and down and has marched scate conrributioDS to ensure that this commitment to 
support for the needy is, a genuinely shared responsibility. And while the 1988 Fatnily 
Support Act placed new requirements and responsibilities on individual recipients, itret.a.i.hed· . 
the central idea of an entitlement for individuals and states. A block grant proposal gives 

. each state a fixed pool of money and leaves the states with vinually complete autonomy to 
decide who gets support and when. along with the complete fiscal burden for any. spending 
above the grant. 

The Appeal of Block Grants . 
There are obvious advantages to changing the nature of the programs in. this fundamental 
way, which make the block grant·proposal attractive both to Republican members of 
Congress and to at least some governors. Block grants give enonnous flexibility to the states 
and largely get the' Federal government out of the business of determining welfare policy. '. 
States are eager for dramatically more flexibility to respond to ,their individual needs. 
circumstances and budget constraintS. There are powerful and legirimate arguments that the 
Federal government has been [00 prescriptive and that the wide array of proktams and roles 
has created needless bureaucracy and sometimes counterproductive' impacts. 

A second deaf appeal of c'onverting welfare into discretionary block grants is that it shrinks . 
the federal govenunent and controls federal costs. The propo~al eliminates several 
entitlements and subjects the programs to the increasingly tight appropriations process; it can 
generate clear aIld immediate savings through direct budget cu~ . without the need to design 
practical programs that can be shown to actually get people off of welfare. In many . ways, 
this proposal gets its proponents off the hook on welfare reform -- they neither have to 
embrace a plan similarto ours (givirig you considerable credit), nor do they have to adopt 
me divisive .an.d draconian plans that the most conseIV3.tive members of their party are 
proposing. 

Block grantS could hold some appeal for our administration as well. Iri some respects they 
, appear superior to the draconian cuts the Republicans have on the table now. AJld they seem 
conSiS[enl with your. strong commianent to state flexibility. But such a plan holds 
considerable dangers. ' 
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The Dangers of Block Grants 
Block grants imply that we have no real national goals or vision,for our social welfare 
. system. BUI a nalional system has a critical. role to play in reinforcing, protecting and 
supporting families struggling [0 achieve independence and in supporting and protecting 
stales.. As discussed below. block grants fail toproted vulnerable .children, will not result m 
real welfare refonn, and will not protect the states from economic changes. And eliminating 
.the entitlement starus of S8I, Medicaid, and food stamps along with AFDC will put millions 
of elderly. disabled, and working poor Americans at risk . 

. ; Ending. Welfare As Vie Know.It 	 .' , . 
. '. 	 The current welfare system reinforces many of the wrong value.$ and desperately needs to lie 

transformed to emphasize work and responsibility. The federal government is cenainly '" 
culpable in the current mess. But the states are equally responsible. Simply passing the 
buck to the states is not welfare reform. . 

o States could do considerable reform now. but..effons in most have been modest: The 
. stales have had the fleXibility through state options and waivers to fwldamentally 
change their systems for years. Few have done much to really transform welfare. 
Every state could require work and training of nearly every recipient without any 
waiver at alL Yet only 17 % of the caseload panicipates in. the JOBS program each 
month. 

o· 	In the pasl, reform has been led by a few states which demonstrated a new and better 
vision, but large scale reform only came when the federal government insisted on real 
performance. Your own leadership on me ,Family Support Act. for example, can be 
credited with starting state-level welfare reform.. , In areas from paternity 
establishment, to reduced error rates, to welfare to work proirams. the history of 
reform is that the bulk of the states got sedous only after the federal government 
insisted on improvements. 

a 	 Because marry Slates face very light budgets, there may be 'little room to invest in 
moving people off welfare. If a block grant combines JOBS. AFDC and other 
resources, there is real danger that many states will opt for continuiIig benefit 
payments father than spending new state money to pay for training and support 
services. It is often cheaper in the very short run just to write checks, than. to invest 
in training and job placement. The experience with the' Family Support Act is quite 
revealing.' Even with a very large federal match,many states did n.ot draw down 

. their entire allocation of JOBS money. They almost universally gave the reason that 
their budget siruation did not allow it. With a block grant, every new dollar for. 
welfare to work programs ,will have to come entirely from state funds. 

The reasons states have been slow to change are many, butpart of the problem involves 
resources and resolve., Fundamentally transforming welfare is difficult. unpredictable. 
initially costly, highly controversial, and potentially risky for the families involved (and the 
politicians). No wonder many in Congress would prefer to wash their hands of the whole 
problem. However. there are many valid reasons for a national framework for reform. 
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o 	 issues with a large interstate component require some federal role. Some 35% of 
......_.. child suppo'rt enforcement cases involve interstate claims. Only a national 

clearinghouse and. tracking system can really do anything about such claims. 
Similarly a system. of welfare where one state imposes time limits and another offers 
training while a third pays cash aid indefinitely plainly invites the needy to move 
between jurisdictions as benefits expire or requirements become serious. 

o Without a fedual vision an.d jrainfMork, it is hard to ac~ieve any accountability. 
Waste and fraud are nearly impossible to track in a few":strings-atlached block grant 
where each state has its own wildly different program.' 

q 	 Lpss oj a federal Slake could lead to reduced commitinent to training, child suppon:: 
and 'other activities: Currently when the federal goverrunent spends. money for child 
suppon enforcement or job training, it shares in any reductions in AFDC payments 
that are' achieved because the progr~ is astare and federal partnership. Unless the 
block grant will be reduced when child suppon collections rise or caseloatiS are ' 
reduced by training, there will be, little direct fiscal benefit to the federal goverDment 
from investing in child suppon or training. Thus the impetus for federal support for 
. tnese activities could shrink:. 

Protecting, States from Recession, Inflation. and Demographic Change 
One of the least understood and most iniportant benefits of the current federal role is the 

. considerable protection it offers srates during times of recession, inflation, arid demographic 

. change. 

,0 Federal entitlemeiu payments jor Food Stamps and AFDC are automatic stabilizers. 
When the economy dips in a state, federal dollars automatically move in early in ways 
that help maintain the economy . and protect citizens. It is not uncoriu:ilon for 
case loads to rise 20 or even 40 percent ina year or two as a recessiop. hits. The 
federal govenunent pays an average of 80% of the, benefits of AFDC plus food 
stamps.. A block gram has no such stabilizing effect. The state will be faced with an 
even deeper recession since new federal dollars will not be flowing in. This will occur 
at the same time the state faces losses in taX revenues. and the need to pay the ~1l 

. cost of suppon for all the newly needy recipients. Stares may be forced to cut back on 
suppon at-s time when private resources, both those of families and those of private 
charities" are.'significantly diminished. Inflation also cuts the real .value of benefits 
over time, a process which would be exacerbated with a set block grant. 

o 	 Entitlement payments aUlOllUltiCally adju.st jor demographic shifts. Demographic 
changes caused by migration and immigration can radically change the population 
base of a stare over time. States like Florida and Califorilia have seen massive 
changes in popUlation. 

Obviously what states do with policy can and does have effects on caseloads. But many of 
the forces that drive need are beyond the Control of the states. A block grant could leave 
them quite vulnerable .. JUSt how quick and serious the effects of recessions, demographics, 
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and inflation can be are .showri in the accompanying table which illustrates' what would hAve 
·happened if a block grant had been set in 1987. Texas and Florida would have lost 46 . 
p~rcent .and 61 . per.cent of their federal dollars' in Fy93. Indeed. every state would have been 
worse 'offexcept for two: WisconSin and Michigan. And those two states would have . 

· suffered if the block grant had instead been in place in the previous five years when the 
Midwest suffered from recession. . ' 

· Protectin&..the Vulnerable 
Franklin Delano Roosevelt, a harsh critic of "the dole." once said, "Human kindness has 
never weakened the sramina or softened the fiber of a free people. A nation.does not have to 
be cruei in order to be tough." The Catholic Bishops start with ensuring the basic dignity of 
the individual. Ronald Reagan talked of a safety net. For more than 60 years there bas bt!~n 
a clear national commiunent to a core foundation of protection. The elderly and disabled are 
assured sOme minimum level of economic suppon through SSI and Medicaid. Food stamps 
ensure that no Americans. regardless of their state of residence; need go hungry. AFDC 
'calls for every state to provide some fmancial protection fot needychildreil. Oui health plan 
. was. based on the notion that everyone should have the security of basic health. coverage. 

Moving toward block grants seems likely [0 have the· following consequences: 

o 	 Increased variabiliry across states. There is currently a huge variation in AFDC 
benefit levels across states, ranging from $120 per month for a family of three iIi 
Mississippi to nearly $700 per month in Connecticut. But food StaIilpS helps to 

'.--~", ' 

eqQalize the disparity in the amount families get, and federal rules ~e that every . 
family who meets the requirements actually gets help, mthe' form of a food stamp 
ben~fit set nationally and a cash benefit set by the state. I Complete flexibility to the 
states would almost certainly mean that some states would lower their ,already:meager 
~tate contributions· to benefit levels y and some states would completely eliminate 
eligibility for some groups of people.. For example, many states hav~ eliminated their 
cash Gerieral Assistance programs; under the proposal they could preSw::i:l.ably 
eliminate food aid for single individuals~ childless couples or other groups as well. 
Some states might well keep benefits low ·and restrict eligibility; in part to encolll4ge 
poor families to move out. This is particularly a danger·with: block: grants where . 
sta[es absorb 100% of th~ additional cost of additional beneficiaries. 

o 	 Declines over time. State funded programs rarely keep pace" with: inflati6n and often 
get cut in. recessions. A federal block grant subject to arinual appropriationS will be 
an easy target for funher cuts at the federal leveL By contrast programs like SSI and 
food stamps not only adjust for inflation, they' automatically grow to meet iIi.crease:d . 
needs in recessions. Arelated problem is that the lack of a federal match may irui!uce 
states' [0 reduce their contributions over time. In the relatively poorer states, eacb 

I 
state dollar leverages four federal dollars. Without that match, one would expect state 
contriburions' [0 fall. perhaps quite significantly. .. ' I 

o Waiting lists or reduced benefits when funds run OUI. Orie of the biggest 
dangers of capped block grants is that funds will run out· at some point toward 
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the end of the year, forcing srates to reduce benefits across the board, to place 
arbitrary time limits on benefit receipt, or to refuse to accept new applica.tioIis. 
These actions would not only place hardships on the needy families affected, ' 
but could lead to families being treated very differently depending on the time 
of year they applied. ' 

o 	 Special hardships jor the working and transitional poor. The working poor 
and near poor are the last hired and first fIred, and the most likely ,to need to 
apply for benefits in economic hard times. These are precisely the times when 
spending caps are Hlcely to prove constraining. If states followed a policy of 
refusing to accept new applications once their allocation was spent, these 
newly poor would be the hardest hit. 

Losing the national uniformity of the food stamp nutrition protections would be particUlarly 
devastating. Food stamps really are the ultimate safety net. They ensure that serious hunger 
is not a feature of the American landscape. ' Allowing that to erode could have serious long 
term consequences for children and their furures. 

,Alternative Approaches ,," 
The obvious next question is whether the problems noted 'above could be solved within some 
son ,of block' grant andlor capped entitlement program, or whether the advantages of state' 
t1exibility and .controlled spending could be achieved within the structure of an uncapped 
entitlement to individuals. There is considerable confusion over the moving parts in any 

. ".,:..,'~' 

move toward block grants ..We, think: it helpful [0 distinguish beriveen three types of 
programs: 

Discretionary block granrs to stQtes--The most eXtreme alternative, and the one bemg 
urged by House Republicans, is to convert the various' individual entitlements to, . 
discretionary block grants to states. Block grants would be determined annually as 
part of the appropriation process. \ '. 

this. sort of approach would be the most dangero1Js and the hardest to improve. It would 
make block grants subject to separate authorizing and an annual appropriations process under. 
increasingly tight caps: And jt would be difficult to adjust the grants to economic and 
demographic changes over time. Although language can be inserted in the authorizing 
legislation that grants would be adjusted in some fashion, money must be appropriated .anew 
each' year. The cap is set wen before the funds are actually paid since the budget cycle 

, precedes the fiscal year. It seems extremely difficult to imagine any sort of state funding 
formula which rapidly adjusts payments based on economic. conditions under a discretionary 
block grant. . Since an overall level must be set in appropriations, then any adjustable . 
formula implies that each state's allocation will depend on what is happening in every other, 
sui.te. 'Without some sort of very complicated reservelloan fund, we simply do not see how 
an adjustable discretionary block grant would work. 

>........... ' 


Capped block grant enritlemem 10 stares with economic and other adjustmenrs--A 
number of capped emirlemenrs {o.states exist. And they can take many forms. Most 
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recently the Family Support and Preservation programs created capped state 
entitlements. Our welfare reform bill included a capped entitlement for JOBS funds, 
and capj;ied the emergency assistance program. With a capped state entitlement, funds 
are allocated according to some, formula, and states may be required to matCh fwids to 
receive federal dollars. The overall cap, typically limits the, maximum federal 
expenditure, with limits for each srate often set 'by formula'within that cap. In 
principle, entitlement spending caps could adjust semi-automatically for economic and 
demographic changes. (We proposed such a cap for the JOBS and WORK programs 
in £he Work and Responsibility Act.) Other programs have triggers such as extended 
UI coverage. 

Purring,block grain funding on, the entitlement side helps solve two problems. It eliminates:. 
the need for an alUluai appropriation and one can more easily adjust for changing economic 
and'demographic conditions. Cong~ess would set out somesort of formula for future 
funding, perhaps' with adjustable caps, and unless Congress acts affIrmatively to change the 
caps or formula, the money will automatically flow to states. Still, it is worth noting that 
capped entitlements have not fared particularly well in the budget process; for example, the 
level of funding for the Social Service Block Grant is at the same level today as' it was when 
it was first esrablished in 1977--nearly a 60% cut when ,adjusted for inflation. Moreover, the 
new concern about entitlemenrs is likely to lead to as much scrutiny for those programs as 
for discretionary programs. This change, therefore, would do· rather little to solve the 
underlying problems. 

, A more irriportam advantage is that it would be much easier to ,create some sort of fo'rmula 
that adjustS for, changing economic and demographic conditions. A state's grant would 
change over time as conditions and the fOmlula dictated. Still there are three significant 
problems with ope rationalizing this notion. ' FirSt, a formula would be very hard to devise,' . 
,and would i'nevitably create winners and losers. An illustration of the problems can be s'een 
in the nutrition block grant formula in the Contract with America: Texas loses over $1 
billion per year; California gains over $600, million. Over time, the formul~ will inevitably 
help some states and disadvantage others. 

The second problem involves the speed of grant adjustment .. A practical adjustment 
mechanism would almost certainly adjust caps after the fact rather than simultaneoUsly with 
economic arid demographic,changes: This could put almost as much of a strain on states as 
fixed caps, since states must balance their budgets on an arulual basis. 

The final concern is unpredictability., When we examine state by state variations in cash and 
food assistance spending over the last five years, it seems that some oithe variation can be c 

explained by unemployment rates and population growth, but much cannot. Clearly other 
economic, demographic or social changes were going on, in addition to policy changes. The 
'bbvious way to respond to changes in demand that cannot be ,predicted and SUbjected to ' 
fonnula ahead of time is to cap the per person benefit. bur allow total funding to vary with 

, the number of eligible 'people. This kind of flexible cap would, be almost indistingUishable 
from [he present system. 
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Most importantiy an adjustable capped. entitlement to states still offers limited protection for 

the vulnerable. States would still be free to provide as much or as little help as they choose 

under whatever conditions they detennine. And it suffers from the accountability issues 

described earlier. . 


Uncapped entitlement to iNJividuals with greater srate jlexibility--As under 'the curient " 
system. anyone who meers the eligibility requiremenrsestablished by the state or 
federal govermnents would continue to automatically ,get benefitS. However, an 
uncapped entitlement does not mean that restrictions caMot or should not be placed . 
on eligibility. Individuals can be required to work. for example, under an 
entitlement. But there are many opportunities for increased state flexibility within the 
current· funding mechanisms. The fact that it is uncapped and an individual 
entitlement is what provides the automatic stabilizer· proteCtion 'to states since more 
individuals become eligible as economic conditions worsen or populations grow. ' 

States could certainly have more flexibility then they now have in setting AFbc eligibility . 
roles, providing'incentives for work and family responsibility, counting income arid assets 
and designing work and training programs.· Indeed. we proposed increased flexibility in a 
number of areas in the Work and Responsibility Act which could dramatically reduCe the 
rieed fer waivers. One could increase flexibility in other areas to provide the states with the 

. administrative and. programmatic flexibility they are asking for .. This strategy offers the most 
protection for vUlnerable populations and the states, but states may not get all they flexibility 
they desire. Since the programs are uncapped, either benefit rules would have to be set at 
the federal level (as is ~e case of food stamps which is 100% federal), or a state match 

.. 	would have to be maintained. ¥oreover, the need·for accountability and some basic 
sta.Ildards to ensure the'moneyis going where it is intended is much greatet in an uncapped 
than in a capped program. 

Ultimately the argumentS over entitlement versus discretionary funding, cappe~, versus 

uncapped spending, individual versus state grants, boil down to difficult traaeoffs between 


. fiscal prudence, srate flexibility,. and protections for the vulnerable. The further one goes 
.toward, block grants the more difficult it will be to protect recipients and states and to 
generate real welfare reform. Still, il.1 some areas, such as the JOBS and WORK progranis. 
we already embrace adjustable capped programs. In others, such as food stamps, moving to 
block grants would represent a profound change in national protections to. both individuals 
and states. For the benefits portion of AFDC, the arguments for continuing the 'individual 
e'ntitleinent srarus are nearly as strong--we must have real protections for children and the 
states they live in. but' we should create more flexibility. 

States are only begiIming to realize just how Vulnerable a blockgnmt system could leave 

them. One important goal over the next few weeks is to edUCate them about the 

consequences of moving toward block grantS. . 


Articulating Our Vision . 

The debate over welfare refonn is becoming naive at best and quite ugly at its worst. 

Stereotypes and simplistic soiutions abound in the sound bites. In no time in recent memory 
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has there been a greater need for Presidential leadership on this issue. We believe it is 
critical that you articulate a clear vision based on our shared values as a nation. In the State 
of the UIiion address, we hope that you sharply criticize the failed welfare system and 
articulate a positive vision for the future, as you have done so eloquently on other occasions. 

, . 
We urge you to caution the nation against two natural but ultimately unacceptable reactions 
t6 the failures of welfare. The first mistaken direction is to become harsh or vindictive-the 
attituderhat we need to simply cut people off without offeriilg any alternatives, whether or . 
·	not they have had a chance to get education or training they may need to get a job, whether 
or not they are physically able to work. whether or not there are jobs available. This sort of 
strategy divides dither than strengthens us as a nation. 

.', 
" 

The second is [0 simply wash our hands of welfare nationally and leave everything in the 
hands of the states. No one can speak with more credibility thali you about the need to 
sweep away unnecessary federal regulation and the importance.of greater flexibilitY for 
stines, so that they can meet the unique challenges facing their citizens. But there is a larger 
national purpose which must not be lost. We as a nation must frhd a way to move people 
from dependence to independence, to guarantee aid to the diSabled, to ensure that children do 
not go hungry. and to help states and localities in time of economic distress. We must 
cnange the basic values of~welfare everywhere. in part because we are a large and mobile 
nation.. We must accept the challerigeposed by the struggles of those at the bottom~ not 
simply walk away. There mus( be some national framework, with plenty of state flexibility . 
within it. 

'.... ....;, .. 

Then you must tJeclear what we are for. We have proposed reform based ,on the most basic 
Of Ame.rican values: work and responsibility. You articulated that vision with power and 
clarity in Kansas City in a way that reaches across the political spectrum and continues to '. 
resonate with all sides of the political spectrUm. Yet sUrprisingly few Americans know 
anything about our plan. All the polls show strong support for education and .training with 

· [irile limits and a requirement to work,' coupled. with strict child support enfoi:cement, and a 
strategy to reduce teen pregnancy. Even very specific probing shows far more support for 
our approach than any other. The Republicans are vulnerable on the apparent vindictiveness 

· of their plans,. on their failure to include serious child support enforcement, and oD.the 
ultirmite dangers to states and working families that come from abandoning any natiorial 
frarneYiork. But until you make clear what we believe in and 'stand for, Republicans will 

... conttol the. debate. arid we may gee a bad plan that the public does not understand. The 
p~blic needs to understand thac OUrs is a plan which really. is a hand-up not. a hand-out, a 

. plan which is tough and fair ~ 

It might even be helpful to a'rticulate a few questions that ought to be asked in' evaluating any 
refonn plan: 

o . Is it ceally, going to help tumwelfare recipients in to taXpayers? 
. 	 . 

o 	 Does it ficst and foremost hold parents responsible--both parents--for the support and 
nurruring of their children? 

http:importance.of
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. 0 	 Does it really tackle £he problems of teen pregnancy and out-of-wedlock 
childbearing -- and help young parents become good role models for their children? 

".'~-"'. 

And centrally. 

o Does it reinforce the values of work, responsibility, family, and opportunity? 

The debate is just beginning.. We think this issue can and should be a "wintt for aU 
. Americans. Bold ch3nge may really be possible for the tltst time in decades. Still, working 
in welfare :makes anyone more modest-we don't have all the answers. Fortunately many 
choices we make in welfare refom are reversible. If tim:e limits, work or training programs' 
fail to meet the nation's goals, they can be changed. But fundamentally altering the state- . 
federal partnership--by eliminating entitlement status, by block grn.nting programs, by putting';, 
rigid caps on--these' are changes which are unlikely to be reversed for a generation~ If these . 
ideas ate adopted and they fail, it will be states, working poor families and children who' 

; suffer. 	 . 

Donna E. Shalala 

.. ~., 

..... ,.!'. 	 , 
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'Hypothetical Impact in FY 1993 if an AFDC Block Grant Provision Similar to the Block Grant 

Option in the Personal Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels 


........ ­
The Family Support Act was nor in effect during FY 1987. To avoid overstating 
[he impact of a block grant. Federal paymems for AFDC work activities (WINIJOBS) and 

. AF=nC-relared child care are not included in either column. 
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Hypothetical Impact in FY 1993 if an AFDC Block Grant Provision Similar to the BlockGtant 

)ption in the Personal Responsibility Act Had Been Adopted in FY 1988 Usin:g FY 1987 FUrtding Levels 


(amounts in millions)" , ' " 

State FY 1993: Actual Block Grant 103% Difference Pel=;J
I Federal Payments of FY 87 Level , Chan 

, Alabama $79 $57 ($22) -28% 
Alaska. $60 $29" ($31) -51% 
AriZona S200 $65 ($135) -67% 
ArkansaS $50 $42, ($8) -16% 
Califonua $3.205 $2.157 ($1.048) ·33% 
C~16ra.d() $102 $70 ($32) -.3j% ~ 

COlUleeticu[ $207 $124 ' ($83) -40% 

Delaware S23 $15 (S8) -35% 

Dist. of Columhia S67 $52 (S1S) -22% 


: 

Florida S517 S202 (S31S) -61% 


Georgia. $297 S189 ($109) -37% 


Guam S8 'S3 (S5) -63% 


Hawaii S76 S38 ($38) -50% 

latto $24 SI8 ($7) ,-28%' 


".Hnois $487 $487 $0 0%
-
Indiana $158 SUI ($47) -30% 

, ' 

Iowa SIll S110 ($1) -1% 

Kansas $84 $56 ($28) ~33% ' 

. KentUcky $166 $UO ($56) -34% 
" 

LOuSiana $141 $129 (S12) -8% 

Maine $75 S62 ($14) -18% 

" Maryland $190 $147 ($44) -23% 


Massachusetts $408 $303 ($106) -26% 


Michigan S751 $777 $26 3% 


Minnesota $239 $198 " ($41) -17% 


Mississippi $75 S69 ($6) -8% 


Missouri S189 $146 ($43) -23% 


Montana $37 $30 ($7) , -19% 


NOTES: 
The table estimates. for FY 1993. [he hypothetical 'impact of a mandatory AFDC ,block grant prOVision 
similar to the block grant option 'in the ,Personal Responsibility Act. assuming implementation, ' 

, "t die provision in FY 1988. The level of the block grant for each State is set at 103 percent of 
Y 1987 Federal payments for AFDC benefits and adminis[ration. unadjusted for inflation. 

,-" . 

the Family Support Act was not in effect during FY 1987. To avoid overstating' 
the impact of a block grant, Federal paymems for AFDC work activities (WIN/JOBS) and' 

AFOC-relared child care are not included in either column. 
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SUMMARY OF PROVISIONS AND POSmONS ON BLOCK GRANT PROPOSALS 

BY REPUBUCAN GOVEImORS AND REPUBUCAN HOUSE MEMBERS 


1. AFDC/CASH ASSISTANCE BLOCK GRANT 

Four Programs Included: Aid to ,Families with Dependent Children, Emergency Assistance, 
AFDC Administration. and Job Opportunities and Basic Skills (JOBS) program. Total FY. 
1996 spending in these programs: $16.3 billion. 

Areas where there is tentative agrEiement: Purpose: to 'assist needy families and end 
dependence on government benefits; require assistance be made available in all political 
subdivisions alloWing regiohal differences in administration; provide fair hearings to 
applicants who are turned down for benefits; restrict use of information about individuals and 
families; require states to respond to 'applicants with reasonable promptness~ require notice to 
Child Support Enforcement agency; require states to operate a JOBS program; require states 
to operate a child welfare program; no requirement to treat families with similar character­
istics similarly; recipient cooperation in establishing paternity and pursuing third party 
medical payments~ state automated information system [interstate comparability not assured); 
states may transfer up to 20 percent between block grants; annual report containing such 
information as necessary to provide an accurate description of activities, purposes and manner 
in which funds were spent, and whether it was consistent with the law, independent agency 
audit every 2 years; Secretary may' not impose additional reporting requirements. 

Major issues still open: Purpose: to discourage out of wedlock births; amount of block grant: 
equal to or 10-15% less than states received before; is it an entitlement to states; indexing or 
adjustment methodology; Medicaid eligibility and linkage to AFDC~ work program 
participation rates rising to 20% in 2002: time limits; prohibition on use of funds to aid out of 
'wedlock births to minor mothers; pregnancy prevention and parenting services to unwed 
mothers; SSI and child protection program recipients excluded from Block Grant benefits; 
prohibiting benefits to noncitizens [Governors prefer a set period of exclusion similar to 5­
year exclusion for aliens granted amnesty under the Immigration Reform and Control Act of 
1986]; authority to pay interstate migrants at benefit levels of state they came from; 
mandatory participation in Income Eligibility and Verification System, data elements for 

'annual report; state obligaiions under current waiver agreements. 

2. CHIiJ> CARE AND DEVELOPMENT BLOCK GRANt 

Eleven Programs Included: Title I (Education for the Disadvantaged), Migrant Education, 
Native Hawaiian Family Education Centers, Child and Adult Food Program, Child Care and 
Development Block Grant, Child Development Associate Credential Scholarship; State 
Dependent Care Planning and Development Grants, Temporary Child Care for Children with 
Disabilities, At-Risk Child Care, Transitional Child Care, Child Care from Social Services 
Block Grant. Approximate FY 1994 appropriation in these pro grl.lfl'\ s: $3.6 billion. 
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. Areas where there is tentative agreement: Purpose: to consolidate several child care programs 
to provide state flexibility; to improve quality and availability of care;. no state maintenance of 
effort tequired~ no individual entitlement to child care; delete references to improving quality 
of child care; delete references to early childhood development; no use of federal funds for 
construction or purchase of buildings or land; no use of funds for construction in sectarian . , 
facilities except renovations and repair in compliance with health and safety requirements; 
Secretary authorized to make grants to states, proVide technical assistance, and coordinate 
federal child care activities~ Secretary cannot impose additional reporting requirements; ti~ing 
of annual report; 

Major Issues still open: Final list of programs, especially whether or not to include Head Start 
and Even Start; whether payments are entitlements to states or subject to appropriations 
process; guarantee of parental choice in selecting providers; allowing states to provide 
consumer education on child care; content and frequency of state plans; use of funds only in 
settings that meet state standards; process for parent complaints about health and safety; data 
to be provided in annual report; timing of audit. 

3. FOOD ASSISTANCE BLOCK GRANT 
. . 

Twelve Programs Included: Fpod Stamps; Nutrition Assistance for Puerto Rico; Special Milk; 
Child Nutrition; Child Nutrition Commodities; Food Donations; Women. Infants, Children 
Program (WIC); Commodity Supplemental Food Program; Emergency Food Assistance 
Program; Congregate Meals; Meals on Wheels; Food Program Administration. Total FY 
1995 Spending: $38.0 billion. 

Issues: [We do nOI have a summary oj lenlalive agreemenls in .the Food Assi~·tance Block 
Grant] Purpose: to consolidate food assistance to provide greater flexibility to states to meet 
food needs; Secretary of Agriculture has authority to make grants to states; funding level, 
whether payments are entitlements to states; annu.u adjustment method; in what year states 
may obligate the funds; content and frequency of state" plan; Secretary may not impose 
additional reporting requirements on states; contents of annual reports; audit requirements. 

4. OTHER POINTS 

The Republican Governors express interest in exploring Block Grants in 5 additional areas: 
Child Welfare, Social Services, Employment and Training. Health; and Housing. . . 
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The Nutrition, Health, and Economic Consequences 
of Bloc.k Grants for Federal Food Assistance Programs 

January 11, 1995 



THE PERSONAL RESPONSIBILITY ACT-


o 	 Combines all USDA food and nutrition assistance into a single discretionary block 
grant. 

o 	 Authorizes an, appropriation of $35;6 billion in fiscal year 1996. 

o 	 Eliminates all uniform national standards. 

o 	 Gives States broad discretion, provided: 

No more than 5 percent for administration 

At least 12 percent for food assistance and nutrition education for women, 
infants, and young children-

At least 20 percent for school-based and child-care meal programs 

o 	 Eliminates USDA's authority to donate commodities. 



CONSEQUENCES FOR FOOD ASSISTANCE 

I. 	 The Personal Responsibility Act would significantly reduce federal support for food and 
nutrition assistance. 

, 

o 	 Federal funding for food and nutrition assistance would fall by more than $5 
billion in fiscal year 1996 and nearly $31 billion over 5 years. 

o 	 All food and nutrition assistance would be forced to compete for limited 
discretionary funds. States' ability to deliver nutrition benefits would be subject 
to changing annual appropriation priorities. 

o 	 Programs would be unable to respond to changing economic circumstances. The 
demand for assistance to help the poor would be greatest at precisely the time 
when State economies are weakest. 

o 	 States would be forced to reduce the number of people served, the benefits 
provided, or some combination of both. The bill could force the termination of 
benefits for 6 million food stamp recipients in fiscal year 1996. 



, . 

CONSEQUENCES FOR NUTRITION AND HEALTH 

II. 	 The reduced investment in food and nutrition assistance programs and elimination of 
. the authority to establish nutrition standards will adversely affect the nutrition and 
health of low-income families and individuals. 

o 	 The scientific link between diet and health is clear. About 300,000 deaths each 
year are linked to diet and activity patterns. 

o 	 Low-income households are at greater risk of nutrition-related disorders and 
chronic disease than the general U.S. population. Since the nationwide expansion 
of the Food Stamp Program and the introduction of WIC, the gap between the 
diets of low-income and other families has narrowed. 

o 	 The incidence of stunting among pre-school children has decreased by nearly 65 
percent; the incidence of low birthweight has fallen from 8.3 percent to 7.0 
percent. 

o 	 The prevalence of anemia among low-income pre-school children has dropped by 
5 percent or more for most age and racial/ethnic groups. 

o 	 The Personal Responsibility Act would, eliminate all nutrition standards, including 
those in place to ensure that America's children have access to healthy meals at 
school. 

o 	 The Act would also threaten the key components of WIC. 



CONSEQUENCES FOR FOOD, AGRICULTURE, AND THE ECONOMY 

III. 	 By reducing federal support for food assistance and converting all remaining food 
assistance to a block grant. the Personal Responsibility Act could lower retail food 
sales. reduce farm Income. and Increase unemployment. 

o 	 tn the short-run, the bill could reduce retail food sares by as much as $10 billion, 
reduce farm income by as much 8S $4 billion, and cost the economy as many as 
138,000 jobs. 

o 	 In the long run, the bill could reduce employment in farm production by more than 
15.000 and output by more then $1 bilnan. The food processing and distribution 
sectors would lose as many as 83,000 jobs and $9 billion in output. 

o The economic effects would be felt most heavilv in rurar America. In both the 
short- and long-run. rural areas would sLffer disproportionate job losses. 



CONSEQUENCES FOR STATES 

. IV. 	 The proposed basis for distributing grant funds would result in substantial losses for 
most States. 

o 	 If Congress appropriates the full amount authorized, all but 8 States would lose 
federal funding in fiscal year 1996. California could gain about $650 million; 
Texas could lose more than $1 billion. 

o 	 All States would eventually fare worse than under current law. 



~ 
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Table 1 -- Historical Illustration of Food Assistance Block Grant 

(Dollars in millions) ,. 

~ -.......-~ .......__ ...... _­

With Initial Reduction * Without Initial Reduction 

Year 
Actual 

Food 
Assistance 

Adjusted 
Block 
Grant 

Difference 

Total Percent 

Adjusted 
Block 
Grant 

Difference 

Total Percent 

1989 $21,697 $18,941 -$2,756 -12.7 $21,697 N/A N/A 

1990 24,778 20,666 -4,112 -16.6 23,672 -$1,106 -4.5 

1991 28,849 21,971 -6,878 -23.8 25,167 -3,682 -12.8 

1992 33,519 23,232 -10,287 -30.7 26,612 -6,907 -20.6 

1993 35,397 23,369 -12,028 -34.0 26,769 -8,628 -24.4 

1994 36,928 24,374 -12,554 -34.0 27,920 -9,008 -24.4 

Notes: 	Actual food assistance includes total federal cost of all USDA food assistance programs, excluding Food Program Administration. 
The cost of food prQgrams operated by the Administration on Aging in the Department of Health and Human Services are not 
included. 

These figures presume that Congress would have appropriated the full amount authorized in each year. The block grant 
authorization is adjusted by the change in total U.S. population and the Consumer Price Index for Food at Home in the preceding 
year lending on July 1 for population and in May for the CPl). ' 

it 	 The initial 12.7 percent reduction in the first year is equivalent to the estimated percentage reduction in food assistance 
funding in the first year of the Personal Responsibility Act. 



Table 2 -- Effect of the Personal Responsibility Act 
on USDA Food Assistance 'Programs by State in Fiscal Year 1996 

, (Dollars in millions I 

Level of Food Difference 
Assistance 

State 
Current Proposed Total Percent 

Alabama 818 713 • 105 • 13 
Alaska 97 84 · 13 · 13 
Arizona 663 554 . 109 · 16 
Arkansas 422 403 • 19 ·4 
California 4,170 4,820 650 16 
Colorado 412 417 5 1 
Connecticut $297 $248 - $49 - 17 
Delaware 
District of Columbia 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
New Hampshire 
New Jersey 
New Mexico 
Nevada 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 

92 
137 

2,194 
1,209 

215 
127 

1,741 
713 
297 
307 
740 

1,141 
188 
576 
608 

1.390 
508 
730 
810 
111 
187 
89 

836 
361 
145 

3,101 
930 

86 
1,768 

528 
410 

1,617 
128 
602 

58 
85 

1,804 
934 
198 
176 

1,483 
691 
266 
270 
582 
765 
167 
404 
577 

1,109 
490 
603 
754 
140 
175 

94 
704 
321 
150 

2,661 
849 

76 
1,287 ' 

475 
346 

1,465 
101 
546 

·34 - 37 
·52 ·38 

- 389 · 18 
·275 ·23 

· 17 ·8 
49 38 

·258 • 15 
. 22 , ·3 
·31 ....11 
- 37 · 12 

- 157 ·21 
- 375 ·33 
·21 - 11 

·172 ·30 
·32 ·5 

- 281 ·20 
• 18 ·4 

-127 - 17 
·56 -1 

29 26 
- 12 - 6 

5 5 
- 132 · 16 

- 40 - 11 
5 3 

·440 - 14 
·81 ·9 
·9 · 11 

·481 - 27 
- 53 · 10 
- 64 - 16 

- 152 - 9 
- 27 - 21 
- 56 - 9 



• 


State 

level of Food 
Assistance 

Difference 

Current Proposed Total Percent 

South Dakota 99 95 ·4 -4 
Tennessee ·983 743 ·241 ·24 
Texas 3,819 2,665 - 1,154 ·30 
Utah 234 277 43 18 
Vermont 76 66 - 10 - 13 
Virginia 783 597 • 185 ·24 
Washington 660 444 - 216 - 33 
West Virginia 405 309 - 96 ·24 
Wisconsin 467 442 - 25 - 5 
Wyoming 57 57 • 1 

Total 40,764 35,600 - 5,164 - 13 

Notes: 	 Individual cells may not sum to totals because of rounding. 
Subtotals will not equal grand total because some States fall into 
more than one region. 

Total includes the Commonwealth of Puerto Rico, other territories 
and outlying areas, and Indian Tribal organizations. 

.&.. 

This table assumes that Congress appropriates the full amount 
authorized for fiscal year 1996. 



I 

, 
, 

# 

NUTRITION SECURITY: REFORMING THE FOOD STAMP PROGRAM 

Mission: 	 The mission of the Nutrition Security Program is to assure access to a nutritious, 
healthful diet for low income Americans through food assistance and nutrition 
education thereby strengthening the food and agricultural economy. 

Principles 	of Reform: 

o 	 Nutrition Security--The foundation for any food assistance program. 

o 	 Modernizing Benefit Delivery--To improve customer service and reduce program 
abuse. 

o 	 State flexibility--To allow States to set the administrative procedures they need. 

o 	 Economic Responsiveness--To assure adequate levels of assistance regardless of 
economic conditions. 

o 	 Personal Responsibility--To promote personal independence and responsibility. 

o 	 Program Integrity--To warrant public trust. 
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t ,P'::t'HE IMPACT OF BLOCK GRAN'I1NG'AFDc AND NtlTIUTION ASSISTANCE 
PROGRAMS ON THE STATE OF MASSACHUSETTS 


•1. 

'e 

• 

II. 

• 

• 

• 

• 

AFDe BIoclt Gnlnts DRAFT#4­
Massachusetts residents now receive Aid to FamilieS With Dependent Children (AFDC) as a state­
federal entitlement to individuals. The House Republicans' welfare reform bill proposes giviria 
states the option of block granting AFDC at 103% of FY 1994 federal AFDC payments, adjusted 

"'"for inflation. 

. 	 .Block granting AFDC would put states at risk during economic downturns and pOpulation groWth 
spurts - as well as other factors beyond states' control- that could result in unexpected. increases in 
the numbers of people on welfare. 

For example, ifAFDC had been a block grant startng in 1988, with the level set at 103% of the 
state's FY 1987 fedeIal funding, Massachusetts would have received $303,000,000 LESS in FY 
1993 federal funding, a decrease of 26% below the actual amount the state received during that 
year. 

• 	 In FY 1993, the State of Massachusetts received $408,000,000 in federal AFDC benefits and 
administrative payments. 

• 	 If these funds had been block ~ted based on 103% of FY 1987 federal AFDC payments, 
.Massachusetts would have received only $303,000,000 in FY 1993. 

\ 

Convertina the AFDC proaram into a block grant would require AFDC to compete with other 

priority programs for states that are subject to strict discretionary spending caps under federal 

budget rules. Other programs under these caps include transportation subsidies, feder'allaw 

enforcement fundina, and infrastructure programs. 


Nutrition Assistance Block Grants 

Massachusetts residents now receive Food Stamps as an entitlement and other nutrition assistance 
under national eligibility criteria. The House Republicans' welfare reform bill proposes to block 
grant all these nutrition programs, reduce total federal spending on these programs by 12%, and 
distribute the funds based on the number of "needy persons" in the state. 

Under the proposal, Massachusetts would receive 532,000,000 LESS in FY 1996 federal funding 
for nutrition programs, a decrease of 5% below current estimates. 

• 	 Massachusetts would receive $608,000,000 in FY 1996 in federal Food Stamp and other 

nutrition program payments. 


• 	 If these federal funds were block granted using a distribution formula based on the number of . 
"needy persons" in Massachusetts, the state would receive only $577,000,000 per year. 

. . 
This new block grant would compete with other programs that are subject to discretionary spending 
caps under federal budget rules. Federal transportation, law enforCement, and infrastructure funds 
also fall under these caps. 

The proposed formula results in 42 states receiving less federal food assistance money than they do 
now; eight states receive increased federal funds. 
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DRAFT 

TENTATIVE BLOCK GRANT ISSUES JAN I 0 1991"

UN.DER NEGOTIATION AMONG REPUBLICANS 

A group of House Republicans and selcted Republican governors (Thompson, Engler, and 
others) have been negotiating on creating block grants in three major areas of welfare and 
social spending: AFDt/Cash Assistance, NutritionlFood, and Child Care. It is unclear 
whether the particular governors involved can speak for all the' Republican governors since a 
number of big states iricluding New York, Tex'as, and California don't seem to be involved. It 
appears that the governors involved 'in the negotiatlon are wi1Hng to accept the idea of 
shifting individual entitlement funding to some form of block grants in exchange for almost 
complete flexibility in pro~ram design. And the House Republicans are willing to reduce 
significantly the rather draconian provisions of the Personal Responsibility Act, and instead, 
give states considerable latitude in defining their program within a block grant design. 
Beyond this broad agreement in principle, there are major issues which remain unresolved. It 
also appears that the negotiators continue to struggle with their. rather different goals. Major 
issues of contention appear to arise around three areas: . ! 

, , 

, The Level of the Block Grant·-The,governors want block grants initially set at the 
same levels as the programs would otherwise have been funded, and their proposal is 
largely silent on the question of how the grant is adjusted over time. The House 
members want to set the grants at 10-15% below the initial funding level and would 
adjust some of the block grants for inflation ove:r time.: 

The Strings--The governors want virtually no strings attached. They sugge'st minor . ,\ 

rules such as requirements that programs be statewide and that states should continue 
to expect cooperation of mothers in paternity establishment. The governors also 
propose being able to move 20-50% of the funds from one block grant to another. 

, The House members propose rules on the minimum percentage of the caseload that is 
working (2% rising to 20%). limits on benefits to minor mothers. and a few other, 
provisions, They would allow 20% of each grant to be redirected. The House 
members also require state maintenance of effort for some grants. 

Entitlement Statlls--Both parties in the negotiation agree that the programs would 
become a capped block grant. But the governors want the plan to be a capped 
entitlement to the, states. House members want it to be, a, discretionary block grant. 

These issues are likely to prove quite difficult to resolve. ' Each has profound implications for 
states and the federal government. On the other hand, one should not underestimate the 
significance of the agreement on the principle of great flexibility in exchange for block grants. 
This appears to give each side something they want, especially if the governors are willing to 
accept less money orrerriove the entitlement status. Still, whether an agreement will actually 
develop, and even more importantly whether it can be sustained, depends critically on the 
specifics, and on the political and economic calculations that each side makes as they begin to 
really understand the detailed specifics of what is being proposed. In particular. governors 
and House members may discover that major issues arise regarding: 
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Protection for Slates from Recessions, Inflation, Demographic Change·-The governors 
are just beginning to understand the· implications that a fixed block grant could have 
for the states in time of recession. / The attached chart shows the hypothetical impact if 
an AFDC block grant had passed in 1988. It demonstrates that most states would have 
been dramatically worse off if a block grant had been imposed in 1988 \Vith no 
inflation adjustment. Texas and Florida would have lost 46 percent and 61 percent of 
their federal dollars in FY93. Indeed, every state would have been worse off except 

. for two: Wisconsin and Michigan (the states with the lead governors in the 
negotiations). The \Vide variation occurs because the block grant fails to protect states 
from economic cycles, inflation, and demographic change. One can try to create 
adjustments for these, but then one faces major formula fights (This table Will be Used 
by Mary J6 Bane and David Ellwood in testimony on Friday). 

Real Welfan Reform Strings--If no strings are attached, it may be difficult for 
·Republicans to· argue that they enacted meaningful welfare reform. While the public' 
favors less. federal iiwolvement, they are quite convinced that work and responsibility 
are essential elements of real reform. If the plan has no real federal work require­
ments, no time limits, and no training expectations, members may not fee] they can 
take political credit for having achieved real welfare reform. 

Entitlement Status--If the block grant is subject to annual appropriations, the states will 
rightly fear that any promises made.about future levels will be subject to annual debate· 
and likely be cut in subsequent years. Moreover, federal funds for welfare purposes 
would be in sharp competition with funds for other state priorities such as education, 
transportation, and public infrastructure programs. The state proposal calling for an 
entitlement to states offers somewhat more protection, but not nearly as much as 
maintaining the individual entitlement . 

. These are major issues and win need time to settle. There is real concern at the NGA 
regarding both the manner and substance of the proposals. Even oth.er Republican governors· 
may be uncomfortable with the position of the lead Republicans. But there remains a good 
chance that these parties will at least reach an initial agreement before the working session on 
January 28. 

Summary of programs included in proposed block grants: 

AFDClcashassistance block grant --(Four programs included) Aid to Families with 
Dependent Children. Emergency Assistance, AFDC Administration, and Job Opportunities an~ 
Basic Skills (JOBS) program, Total FY 1996 spending in these programs: $16.3 billion. 

auld Care and Development block grant--(Child care portion of eleven programs included) 
Title I (Education for the Disadvantaged), Migrant Education, Native Hawaiian Family 
Education Centers, Child and Adult Care Food Program, Child Care and Development Block 
Grant, Child Development Associate Credential Scholarship; State Dependent Care Planning 
and Development CiTahts, Temporary Child Care for Children with Disabilities, At-Risk Child 
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Care, Transitional Child Care, Child Care from Social Services Block Grant. Approximate 
FY 1994 appropriation in these programs: $3.6 billion. 

Food Assistance block grant--(Twelve programs included): Food Stamps; Nutrition Assistance 
for Puerto Rico; Special Milk~ Child Nutrition; Child Nutrition Commodities; Food 
Donations; Women, Infants, Children Program (WIC); Commodity Supplemental Food . 
Program; Emergency Food Assistance Program; Congregate Meals; Meals on Wheels; Food 
Program Administration. Total FY 1995 Spending: $38.0 billion . 

./ 
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Hypothetical Impact in FY 1993 if an AFDC Block Grant Provision Similar to the Block Grant 

Option in the Personal ResponSibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels· 


in millions) 
Block Grant: 103 Differe 

of FY 87 Level 

$79 $57 ($22) -28% 

$60 $29 ($31) -51% 
$200 $65 ($135) -67% 
$50 $42 ($8) -16% 

$3,205. $2,157 ($1,048) -33% 
$102 $70 ($32) -31% 
$207 $124 ($83) -40% 
$23 $15 ($8) -35% 
$67 $52 ($15) -22% 

$517 $202 . ($315) -61% 
$297 . $189 ($109) -37% 

$8 $3 ($5) -63% 
$76 $38 ($38) -50% 

$24 $18 ($7) -28% 
$487 $487 $0 0% 

$158 $111 ($47) -30% 

$111 $110 ($1) -1% 
$84 $56 ($28) -33% 

·$166 $UO ($56) -34% 
$141 $129 ($12) -8% 

$75 $62 ($14) -18% 

$190 $147 ($~4) -23% . 
$408 $303 ($106) -26% 
$751 $777 $26 3% 

$239 $198 ($41) -17% . 

$75 $69 . ($6) -8% 
$189 $146 ($43) -23% 

$37 $30 -i9% 

NOTES: 

The table estimates, for FY 1993, the hypothetical impact of a mandatory AFDC block grant provision 

similar to the block grant option in th~ Personal Responsibility Act, assuming implementation· 

of the provision in FY 1988, The level of the block grant for each State is set at 103 percent of 

FY 1987 Federal payments for AFDC benefits and administr:ation, unadjusted for inflation. 


The Family Support Act was not in effect during FY 1987, To avoid overstating 

the impact of a block ·grant, Federal payments for AFDC work activities (WIN/JOBS) and 

AFDC-rel::ited child care are not included in either column,
. , 
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Hypothetical Impact in PY 1993 jf an AFDC Brock Grant Provision Similar to the Block Grant' 
Option in the Persona) Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels 

FY 1993: Actual Block Grant: 103 

" Federal of FY 87 Level 

(amounts in 
Difference 

$46 $41 ($S) 


$2'8 $10 ($17) 


$31 $12 ($19) 


$341 $298 ($43) 


$94 $45 ($49) 

r' 

$1,684 $1,268 ($416) 


$263 $154 (S109) 


$22 $14 ($8) 


$626 $522 ($10S) 


$140 $84 ($5S) 


$146 $92 ($53) 

$561 $S06 ($56) 


$65 $59 ($6) 


$75 $SO ($25) 


$92 $86 ($6) 


$19 $17 ($3) 


$166 $95 ($71) 


$385 $207 ($178) 


$67 $51 ($15) 


$42 $31 ($11) 


$3 $2 ($1) 


$138 $117 ($20) 


$365 $239 ($126) 


$97 $87 ($10) ·10% 

$289 $348 $58 20% 

. $19 $11 ($8) -43% 

$13,834 $10 -26% 

NOTES; 
'The table estimates, for FY 1993, the hypothetical impact of a mandatory AFDC block grant provision 
similar to the block grant option in the Personal RespoliSibility Act, asswning implementation 
of the provision in FY 1988. The level of the block grant for each State is set at 103 percent of 

FY 1987 Federal payments' for AFDC benefits and adminisrration,unadjusted for inflation. 

Tlie Family Support Act was not;..in effect during FY 1987. To avoid overstating 

the impact of a block grant, Federal payments for AFDCwork activities (\VIN/JOBS) and' 

AFDC-related child care are not included in either ,colwnn. 
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EXAMPLE 0.' A. DISTBlBUI'AUN FORMULA BAsir:» ON NEED 

PreUmlllary Errl.'d6 of 8 NutrftloJ Block Gl.'lLIIt tJl tba 

Ptnonal Rapolllfbllky Ad (aUotI.Ltecl by lhe number or wneed)' pen0Dll11 'a the stale) 


on USDA Food. Aumance PrqrUllll by State 1110 Fltcat Y.r 1996 

(Dollan In millJau) 


State 

AlabaMa 

lA:"el of Food A&sIauIlCC Stille GtdQl 

Totti 

uel. Loaes 

Pm;eatCurrenl 

$818 

JIr'Opoted 

5713 "115. -13Ci. 
AWb $91 $U -$13 .ll" 
ArlIona $663 S!54 -$1(1) -16" 
ArtI:ansa5 N21 S403 -$19 ..." 
Calif<111118 5""0 $4,820 16.50 +J(;'irc 
Calorado $412 $411 as +l~ 

COllQCcCl~ut SW7 1248 -549 .11~ 

Uti_waR $91 $58 434 -31* 
Dial. 01 CnI. 5137 185 .s5l -38% 

Florid. $2,1" $1,1104 -$319 ·IS" 
Geo'lfa 11.209 $934 4275 -%)"
Haw.1i $215 $1" ·n' -I 'XI 

Ideho $117 5176 149 +38~ 

nIlQ\lIJ 51,741 S1,483 ·$2S8 .J5~ 

Indiana 1713 1691 -512 ·3 ... 
Iowa $297 $266 -$31 -U'" 
XaIWLS $301 5170 -117 ·u.. 
KMutuckr . 

l..oWslan8M_ 
S7<40 

51.141 

SS8l 

516! 

-$1$1 

-$375 

-2l'" 

..33~ 

SUII $161 -$21 -11" 
Maryland $S76 $404 ''In -30" 
Maw.cbUllrlts S608 sm -$32 .!'A 

Mklllcan 11.m 11,1O'J 4181 ·ZO% 
Minnesota UN W" -SUi "'''1. 
M.l.lllb.lppi $730 $(1'03 -S121 ·17'1; 
MlMourt S610 $'754 ...w .,~ 

MOCIWla $111 Sll10 $19 +U., 
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Level of Jo'oDd A"lItlnct ~lItl) Galal aDd Loum 
State 

ClilTenl Proposed Totlll Pen:eol 
NebnlJika 5181 5175 -512 "'% 
N""ad. 5145 5150 15 i-3'li 

New Ramplblre $89 +5')(,594 S$ 

New Jent:y 5136 -$131 .16'10"04 
New MCldc:n $361 $311 ·$40 ·tt., 
New York $3,IOJ -$44052.661 .14' 
North Carolina $930 5849 -$81 -9" 
Sortl! DakQtb SA6 $16 .I1~... 
Ohlo 51,181 44&1'..,68 -17CJf. 
OIdaIloma ISV' 015354" -10" 
OnaGII 5410 1346 -164 -16% 

Peouylvaola $1,611 SJ.46S -5151 -9~ 

lUIode lsllDd 5111 $101 -$17 .zl~ 

South CarolJna' $(,02 IS46 -556 -9"1 

Socnh Dakota S!J9 $95 .54 -4~ 

T,nnE:llilM!c 59.3 5743 -$241 -:u~ 

Tesu 53,819 Sl,66S ..3l)§-U,lS4 

Ucah SlJ4 121,. 543 +18'); 
Vemllint $76 166 -13'11·$10 

VkglaJa $783 SSil7 .SHUI' -l4'l> 

WuhhsatoD $660 -$216 -331;;S"" 
West Virliula $405 $30!l -S96 -24~ 

WiItJllUlln 5467 $1142 ..sll .$" 
WyolllJq $57 551 0 +1'J1. 
OS TO'r.u. S40,164 53S.600 -55.l64 ·13.. 

SOllfce: Pttliruiflary dMl fmrq U.S. Dcp1Inrn!lQ{ of Atriclllrure. 


No!e: US 1'otal illdwks Terrilorlea. Il1dian Tritt"" Ori\flnlr.tlioM. IIIlC DeplllOtll:l\l Or Defense 
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, PR.E'LDl1lIAB.Y.. '.' 

illustration of Impact of a Mandatory AFDC Block Grant Provision 
on PederatAPDC Benefit and Adminlstrativ,e Payments to States. Py 1993 
Block Grant ~lemcnt.ed in FY 1988 and Set at 103% of PY 1987 Pederal AFDC Payments 
(AFDe block gra1l/ provision in the Personal ResponsibiUry Ad Is a $Uzle option) 

(amounta in milUOM) 

State PY 1993: Actual. Block Grant: 103% Difference 
Federal Pa meatS of flY 81 Level 

Alabama $79 557 (S22) 
Alaska $60 $29 ($31) 
Arizona 5200 $65 ($135) 

Arkansas $50 $42 ($8) 

CaliComia 53,205 S2.151 ($1.048) 
Colorado 5102 $70 ($32) 

COMeclicut $207 $124 ($83) 

Delaware $13 SIS ($8) 

Disl. of Columbia 561 $S2 ($IS) 

Florida SS11 $202 ($31S) 

Georgia 5297 $189 ($109) 

Guam $8 $3 ($5) 

HawaJi $76 $38 ($38) 

Idaho 524 S18 ($7) 

lillnoa $487 $481 SO 
indiana $IS8 $111 ($47) 

Iowa S111 S110 ($1) 

kansas $84 S56 ($28) 

KentUcky $166 SlIO ($56) 

Lousiana S141 $129 (S12) 
Malne $1S $62 ($14) 

Maryl.&nd $190 S147 ($44) 

Massachusetts $408 $303 ($106) 

Michigan $151 $777 $26 
Minnesota $239 $198 '($41) 

Mississippi 575 569 ($6) 

Missouri $189 $146 ($43) 

Montana $37 $30 

-28S 

-51" 
-61~ 

-16% 

·35% 
·31$ 

-40" 
-35f, 

·22'1 
-61% 
-51% 
-63% 
·SO~ 

-28% 
0.04$ 
•.10% 

-1% 

·33% 
, -34" 

·8% 

-18" 
-23% 

·26% 
3% 

·11% 
-8% 
-23~ 

$7) -J9~ 

NOTES: 
The level of the block grant for each State is set at 103 pereent of FY 1987 
Federal paymonts for AFDC benefits and administrlUion. unadjusted for inflation. 
The Famlly Support Act was not in effect during PY 1981. To avoid OVCBWlng 

the Impact of a block granf, Federal payments (or AFDC work activities and AFOC-related 
child care atc nor included ill eIther column. 
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llJuatration of Impact of 8 Mandatory AFDC Block Grant Provision 
on Federal AFDC Benefit and Administrative Paymonts to States. FY 1993 
BlockOrant Implemented in FY 1988 and Set at 103% ofFY 1987 Federal AFDC Payment' 
(.iFDC block Brant provision in t1t~ Ptrsonai Responsibility Act I~ G Stau optton) 

(amounu in millions) 
State FY 1993: Actual Block Grant: 103% Difference 

Federal Payments of FY 87 Level 

Nebruka $46 541 ($5) 

Nevada $28 $10 (SI7) 

New Hampshire. $31 512 ($19) 

New Jersey $341 S298 ($43) 

New Mextco $94 545 ($49) 

New York S1,684 $1.268 (S416) 

North Carolina $263 $154 (Sl09) 

North Dakota $22 $14 ($8) 

hio $626 5522 (510S) 
Oklahoma 5140 $84 ($~5) 

Oregon $146 $92 (S53) 

Penn.cylvania $561 SS06 ,(S56) 

Puerto Rico $65 $$9 ($6) 

Rhode Island $7S $SO (SlS) 

South Carolina 592 $86 ($6) 

South Dakota $]9 $17 ($3) 
Tennwee $]66 $95 ($71) 

Texas $385 $207 ($178) 

Utah $67 $'1 ($lS) 

Vcnnont 542 $31 (SI1) 

Virsln blends 53 $2 ($1) 

Virginia $138 $117 ($20) 

Wl.8hinSton $365 $239 ($126) 

We!>t Virginia $91 $87 ($10) 

Wltconaln $289 $348 . SS8 

..11'10 
-631 
-61~ 

-13% 

·'2 
·25% 
-411 
·38$ 
-11% 
-40% 
-31% 
-10~ 

·10% 
-33" 
-6$ 

·J4% 
-43% 
-46~ 

:-23'1 
-26% 

·26$ 
~j5CJ, 

·3'$ 
·10$ 

20" 
yoming 519 511 (S8) -4J" 

U.S. TOTAL $13,834 $10,243 ($3,591) .26$ 

NOTES: 
l'be level of the block grant· for each State is set at 103 percent of FY 1987 
Federal payments for AFDC benefits a.nd administration, unadjusted for inflation. 
The Pamily Suppan Act was not in cff~ during FY 1987. To avoid overstatiug 
the impact of a block grant, Federal payments for APDC work activities and AFDC·relaled 

child care are not iocluded in elCher COIWM. 
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TALKING POINTS 

Food and Nutrition Block Grant 


February 22, 1995 


WE OPPOSE BLOCK ~RANTING CHILD NUTRITION AND WIC,PROGRAMS 

The current programs are effective 

Block granting puts children at nutritional·and health risk 

THE RISK TO CHILDREN'S HEALTH WOULD INCREASE DURING 
RECESSIONS UNDER BLOCK GRANTS 

During recession, our food programs expand to meet rising 
need. But, block" grants don't. 

If the School-Based Nutrition Block Grant had been enacted 
in 1989, 20 percent fewer resources would have been 
available to feed school children in 1994. 

NATIONAL STANDARDS PROTECT CHILDREN - NO MATTER WHERE THEY LIVE 

Federal standards have protected kids' health for fif~y 
years - growth stunting has decreased by 65%, low 
birthweight has been reduced, and, anemia among low-income, 
pre-schoolers has decreased. 

The Republican plan abandons these standards - leaving wide 
variation in standards possible and no a¢countability to 
guarantee health outcomes. 

STATES THAT SERVE A LARGER PERCENTAGE OF LOW INCOME CHILDREN THAN 
THE NATIONAL AVERAGE WOULD BE PENALIZED 

The Republican 'plan rewards states,that serve the most 
meals. States will therefore have incentives to:, 

Serve meals to more affluent students who can pay for 
part of the cost 

Cut the quality of meals to cut costs and increase the 
number of meals 

I 



THE PROPOSED BLOCK GRANT COULD RESULT IN LESS OVERALL FUNDS FOR 

FOOD AND NUTRITION FOR CHILDREN. 


States would have the ability to transfer up to 20 percent 
of the funding out of these programs to other uses. 

The Republican proposal also includes a reduction 'of about 4 
percent.in total funding - in th~ first, year. 

WE ARE READY TO WORK WITH CONGRESS TO MAKE OUR FOOD AND NUTRITION 
,PROGRAMS BETTER AND FLEXIBLE -- BUT WE HAVE A NATIONAL INTEREST 
IN THE HEALTH AND NUTRITION OF OUR CHILDREN. 

http:percent.in
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TALKING POINTS 

,FOOD STAMP BLOCK GRANT,PROPOSAL 


MARCH 6, 1995 


The Food Stamp Block' Grant proposal unveiled on March 2 by the House Committee on 
Agriculture will unravel the national nutrition framework that has resulted in improvements in 
nutritional status for the Nation's children and families. The bill would cut $16 billion out of 
nutrition benefits for people who need them. render the Food Stamp Program unrecognizable, and 
make program administration unmanageable. Based on our initial analysis, this proposal will: 

Eliminate the Dational nutritional safety net 

o 	 The:: bill is a double-hit on children; last' week. the House Economic and Educational 

Opportunities' Committee reduced nutrition benefits 'to children at school; this week the 

House Agriculture, Committee takes aim on children, at home. ' ' 


o 	 The bill will dramatically reduce nutrition benefits to people who need them immediately, 
and then cap expenditures in future years, eliminating the automatic adjustor in hard ti.mes. 
It will erode the nutrition support for needy families by failing to keep pace with inflation; 

Elbninate national eligibility and benefit standards 

o 	 ' The proposal aJlows indi:vidual states to design' their own eligibility 'and benefit standards. 
This inefficient idea would result in needy families being treated in fifty different ways, 

, under fifty different state programs, using fifty different eligibility standards, and receiving , 
, ' fifty different levels of benefits, depending on where they 1ive~ Basic nutrition needs are 

the same no matter where a family lives; benefits should reflect ,that uniformity, 

Eliminate economic responsiveness 

o 	 By placing a hard' cap of program expenditures' in future years and creating an optional 

block grant, thiS bill eliminates the ability of nutrition programs to respond, to changing 

economic circumstances. ' 


o 	 .I~ the next rec~ssion? the Food Stamp Program will ~ot be there to cushion' hard times in 

affected communities and States.' And benefits "woh't keep pace with in(1ation. ' 


, 	 , , 

Undermines a national, uniform EBT system 

o 	 This proposaJ allows every'State to pursue their own independent path to EBT: It even 

requIres the Secretary to waive any provision of the act that a State claims hinders their 

ability to implement EBT, jeopardizing .implementation of a national EBT system. 


\ , . . 

'Proposes unworkable work requirements 

o 	 The bill proposes a work requirement program that holds nutrition benefits for needy 
people hostage, to jobs that may not exist. 

Is weak on fraud 

o 	 This proposal is not as tough on criminals w~o defraud the Food Stamp Program as the 
, Administration's proposal. 	 The Administration strategy focuses on on preventing fraud by 

ensuring that only legitimate stores participate and by strengtheneing penalities against 
• • 11 	 • __ ~, __ 
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DEPARTMENT OF AGRICULTURE 

OFFICE OF THE SECRETARY 


WASHINGTON, D.C. 202S0 


Carol Rasco 
Assistant to the PFesident for Domestic Policy 
The White House 
West Wing - 2nd Floor 
Washington, D.C. 20500 

Dear Carol: 

U.S.D.A. today released the enclosed report: The Nutrition, Health and Economic 
Consequences of Block Grants for Federal Food Assistance Programs. The report takes' a 
hard look at the consequences of proposed block-grants of Federal, food assistance programs 
for states and those who rely on these programs. I ,think you will find that the report makes 
an important contribution to discussions about the future of these programs. 

I hope you will find the report useful. If you have any questions, please don't hesitate 
to give me a call. 

Sincerely, 

Under Secretary for Food, Nutrition 
and Consumer Services 

Enclosure 

AN EQUAL OPPORTUNITY EMPLOYER 



, I 

NOTE: On page 36, the percent change in farm income for peanuts 
without loss of Section 32, under Section V, should read -0.6 (instead 
of 0.6). 


