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David S. Broder

Welfare

i 3-29-95 (12:44PM ;- -
ghve e states ACF/SUITE 600

rena, the federal povernment wmldlm-epud !
all tie bills for Medicaid, the joint federai-state | :
healio program for the needy. That plan too was -
blocked in Congress; as it tumad out. it woukd
have been a good deal for the states, ’ :

Now the Repyblican governars who lead 30 of -
the 50 states are cheering on the Hogse moveto. '
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. S I " *black grant” welfare money, without asking for
Fault Line o ey 0 d ey M

. . ' “to Washingron, . i .

. 'ﬂmm~£wmmemm S : b_

The welfare reforro bill tie Howse lagt rue the rectssion or simple papula- o o
week ma bm“ﬁm the - Uon prowth increases the welfare caseload and | . _ W%\w
Republican Contract With America proposals: yet ““H‘fm”““:’mﬁmmmwmj S _ -
approved oo that side of the Capitol It faces WWWJIMMMF.MLmeyh - @_,ub

dda:nsmgivingndﬁtimmldnlhrsmm‘b

fundamentat: How do you affeet behavior iv the

‘vnderclass? What training and support ave re-
. quised to move women from welare to work?

Where will the jobs be found? Can you punish

irresponsible behavior by adults and at the same

Asmmmnusanyofumudnqwmd
feders) ve: state responsibility for the “safety net”
socidl programs. The Democrats, predictably,
. opposed the measure almost unanimously be-
cause uf their commitment 1o Washmgton as the
protectar of needy pecple, a commitment that
mhmammeDewwmaMmmhmedm
the Great Society years, -

Republicang, however, are gplit, a5 the Seaate

dehatewﬂlalmw Their divicion ithstrates once

agam the differences between the disciples of |

Richord Nixon and tbe followers of Ronald Rea-
gan. a polidcal/policy fauit tipe that has been
spotlightad in this column on other eccasinng.
The first view has been articulated by Richard
P. Nathan, « domestic policy adviser during the
Nixon adminiatration, now the directar of the
Rockefelier [nstiture of Government at the State
University of New York in Albany.

Nathar, in 2 forthooming article, pomts out
that the Noon admunistration sought to decen- ‘

tralize responsihility for services like edumtion.
. b training, community development and Liw

enforoement “for which omditions ad needs

" vary among communities and where Jocal dec-
sion-making was falt (o be especally. impartant ”
But it seught firther centralisation of *safety

andwtmbp:tmtheslﬁtmgpnhndwmdsd
50 state legi

As Nathan nates, when Nixon tried i vam to

pertnade Comgress 10 enact a national syatem of
' uniform cash welfare payments, which ha argued
would “empower” individual recipients and be
" cheaper  sdminister, Ronald Reagan “as gover-
nor of California fought the Nixon plan®

Brookings Institution, *Perhape it will prove pee- |
sible to have the cake of eflective welfare reform i
- and eat the frits of ‘less povernment” too,” they - '
mf&nﬂzmhahm:dymﬂinginmwide /
aod growing body of empirical research an the
intergovermmental admizisteation of work-onient-
ed wellme seform programs to mpport this hope,
"Much to the contrary, every relevant study
indicaten that natovally initiated Contract-style § :
welfare refarms can be achieved caly where v 4
significant resource increases are made in the
. government bureswracies that administer the

"newpmiruu:

Thequlenmtbyhmuhludd
an the sueressful

‘ pmneuedlarw Repuhhmﬁov :

gram \sconsin :

. Tommy Thotmpson. The reason it has werked,

Mmdunnd?mdchmtsbym . :

exmnded corps of social workers, "Dependency - .

--Ea.lhngpuselybnmegwunmutmm‘ o .

-ing, and not in spree of t.* C
mtnammhh&nu—m '

the sutes—io ponder,

e ELFARE o

The House iast waek sppruvad L

. sweaplng walfare-reform logiala- .
tion that would create biock grants
for state weilare prograrms. . :
impose a fiva-year limit on cash. [ : .

. benetits; ban cazh aid {o unmar- ; Co

ried parents under age 18, and ;
ropeal the automalic guarantee to- P
wanefits for low-income mothers E
* and their children, .
in the Senate, the Finance S
- Committee is bonsidering weifare g

;"“°"" £3.TINBS 32990 ;

a4
MOTOR VOTER; A Chicien eceml i (25 o
16 comply with the federal “motor voler” law, which re-
quummmhmermmhymauandumuﬂm
that provide driver’s licerses, welfare and other services.

Galifornin, Pennaytvanis and and South Carelina alsg bave re-
mmmehwumunhmdedteduﬂmndm.

hmmm hmmuwnwmtmmm’ﬂshﬁ




3]

| APR-26-1595 @3:21  FROM ' 10 ' assessen

TOePR-25-05 TUE 10:25  SUNYA-PROVOST OFTICC Fi MO, 518442503

CLINTON WELFARE BILY, SHOULD KE ,muw \Jﬂ/

g\ esnmony
Richard P. Nalhan
Subcommittee ¢ Human Resources
LS, tHlowse Comnaittee on Wayy und Mews -

Augnst 9, 1994 .‘ ‘ .

. Ac a votaran of welfare reform r\‘r-hant gning hm'k 25 ?Eaﬂ o WhEII a

: chubhcan President for wham I worked {Nixon in ms Ficst term) trwd :o

climb this mountain, I have thought long and hard abaut the U lmtnn weuarc
reform proposat ( H.R. 4605), tho Work und Responsibility Act of 1994: If i

could wavc a magic wand and have the Clinton Bil enacted =s written, 1

would do so. 1 rcm;mbu well the hard issues we wrcs-:lcd w:th to design: .-

Nixon's Family Assistaice Plan which was not cnacicd It hnd m. flaws. No

- reform bill in the hutbm: uf w;][aur. poticy can fully satisfy pcopit_: like m)'salf
_ who make our Living as policy anulysis.  WNor ix every pmﬂﬁ‘ion of the Clinten
. bill just what personally I would like. . Neverthcless, on balance, and toking

into account the arpumeats below 2bout how cructal it will be 1 implenrent

this new pragram effectively, 1 wbuld be piéased w sce the CO]IIgI'ESS adopt

the Clinton bill. 'The tear of course i thet In the cauidron of wellae

emotionalism the bill will be changed in wiys Ll would be Trarmiul to the

~ poot, especially poor children.  This Is 4 dangerows bime for soaal policy. |
Sﬁ!l, if you could adapt the Clinton plan as written, 1 would sy doit. Xt _.

' xcpr'csonla‘ o acusible micidlu ground that in Many ways hnilds i‘ril-ellié,&nﬂy-_hn

caisting law. _ ‘ i
I the usval way, \, e Clinton welfare reform bsll and th:- slatemcms
made sbout it uvecipromise. tl'us legistation is. passed., the fedcral

government must uvoid what has kappened 100.0&_&:1 in the past in this ﬁeld;

P.o2
P. 02
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we promise the sun and we: deliver'sun spoL; The JOBS tiﬂ‘e.(::l' the 1988
Family Support Act is an illustration of this 1rnp1emcntanon gap The
anﬂy Suppart Acl passed fn 1988 is a hqhnrsd Lo that sids 1'ha statas in,
adopting pol_lc:e.s to got welfare families heads into the regular ]ubor force.
But based on rescarch wo have done i the Rockefellcr l'nsﬁtutc of

Governmznt, the fum'lmg for this law has been too hn’uwd, and the work

' done to 1mplcmcnt 1 has gone slowly.!

3 Ewuumaslu-haw a el i ewy salled a?lguia;f‘[ilm. fThc idea n
that what we telt peuple mikes a differchce in their u:éxkomi'_c b;eh:ivinr. In
the case 6[ weIréle policy, we bave been sigimlling Hxe crazy fdr yeirs UGw,
but we have not made cncmgh of & difﬁnrence Our.signal has [r.en that you
shenld niot have 2 chﬂd unul you can support that child that ycm showidnt
live a life of ﬂa{wndenry an.the state, ang that children bnm m very young

single mothers are likely.to have 2 hard time of 1t Almost mrery weltare

| plan [ can remember - lefy, right, and center » has signélled (indced

preached) that work is beter than welfare, that Eumilics should be sell

. - i
supporting, and that both parents of a child should be part of this selfsuppart

systern. - We have in fact shouted this to the rocfiops. - And yet illegitimacy

rises {not just among the poor of course) and welfare roles arc np- Mu.ny

people exit welfae quickly, b.xt the big cost and the big problem is the long

stajcrs. Tth £roup. uvcucpu,ar..ms toc.uagcrs wlo bave c’hildn:n out of
wedlock and Tead a life of welfare, , o

T-verynne whao knows .tbum This field knows that io pmmmng wba

nﬂer two years the Lhinton oill scnas a strong sfg;nal that presemb Jots of

problems as to whether we can teally do wis. I aedh the framers of the

P.@3
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Clinton bﬂl for thelr phasmg in of ttus requnement, a]though even w:th the
phase-in, tbo goals sought aré l.remertdouely amhnous. o

Why then dol sny we should posa. the bill? ¥

My ¢xpericoce and my :cscarch suggest five pcmls that lcad meto

 this condusion: ' ) ' ' !
.- ot :

» # As u mewber of Loard of the Manpower Deruorstration

Research Cur'poralium T have dusely swdied MDRC reports thdt show trat

~ work/welfare pmgrams' work - PuL well engugh fa m&nj blacés. ﬁ'ur thac they -

do work. It would be desirable 10 do demonstration research of the effects

of ime mits on welfare, However, that takes ume. I thete is no weifare

- reform legislation this year, [ think this kind of research should be pushed.
buf even under ﬂ:e best of conditions lt will not prudm:e remlm that this
Congress or the ncxt can cons:dcr“ _ _

2 At the Brool.mﬂs Institution and Prmceton Umvemty,

cundm.tod a national implementation study of the CE.TA pnb'he setvice ]Obs

: prugmm in lhe Jate sevontics.  Countrary to what evar]rone remembers

(CCTA is rcmcm‘pcrcd as a big flop), the CETA pubﬁc-.r.tau"e.iceE employment
p(og:ém warked pretty well.  Ta its carly days, rcasonably jaErmdy people
| . did nsgf_n'l_m in the wmmumly Hugl Pri-:s, the now prcsidcm and chief
executive officer of the Nativnal Urbun Leapue, has urged a new public
. semce jobs program 10 deal with low-level public mImsUm.lluJB-_.nceds, of
 which we hiave many. “The hill hefore you ies i well Witk his proposals.

3 My thid reacon for. saying go ahead eveﬁ thouph big
* challenges are raised by the Chinfon prnpmat 1 that there 1smnney in IT. It

provides eritically needed additional mone 2y to the states to makc their IOBS ;

programs work.
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o
4  The fourth rcason for my conc]usmu mmlves mana_gc_mgm
As & student of 1mpiemematmn in guvemmcnt I have observed that we learn
a lot of ‘thlngs by dmng them.  Yes, we should plan :nore carefully and take
management factors into account in dumg $0. Somc of ﬂm was done m
writing the Clinton welﬁare bill. But the fact remains that it bzte:s off a huge
c‘hunﬁ aﬁd that there will need to be atorof ad;ustments alangthe way if we |
are serious about ﬂus stronger signalling strategy for welfare s4ll, I
vondlude we need to make 3 mure ubstanual cummumen: IO ]ob crcatlon
for welfare family hcads, both for pcopl“ dh’l‘:ad}' on the rales and asa sngna[
to other young people that lhe gcwernmenl wonu't jl.lSl snppo:t you furever on
welface |l'yau have a baby you can't support . . _ -
3. The ﬁnal 1cason for my conclusion involves the importance of .
jobs as the best route out of welfare,  Thisis the approach New York State is
. taking mow under social services c0mm|5510ner ch.hael I Duwlmg. The
New Yok program is called “Jobs Fzrsl, At a recent heanng in New York
'City on this approacIL an employer in Ihe Broux whu hires we]fa.re fa;nul,y :
hecads in 2 bome hcalth-care procram said he didn't like to ]:ure wormen who
have cyc}ed through one training pmgram alter another, He called them'
"trzining junlnes, and said many of them are just playmg the sy:tenk
Education for skills and training are the right answer for many wclfarc fam:ly

heads, but I think we havc gone too far in this direction in the past decade.

| Trammg is not the answer. for many welfare famlly heads

++-+++++++

'I'hcse five pomts reflect my rcascmmg as 1o why t.he Chnton bill

. shou]d be cnactcd. Ttis ambumu: and tends 0 be oversold But what else

P
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is new? - In my view the Bﬂi represcnts as pood-a balaﬁcc as we are likely to
get no{v If there is an opening this year 10 put the knotty wclfure issue
\ bchmd us by enactmg this bﬂl inthe 10.>rd Congres, 1 hope yml w:}l do it

Ka full-scalc we!farc bill ca.nnot be epacted lhls year 1 hope-

_eonsideration will be given to a two-step dpproach. _By that 1 rpean enacting

some charlgqﬁ nuw to aid and push the stales iryimplemen't"mg the JOBS

' program, holding off unti] the 104th Congress. to debate mmé fundamental

ch.ahges. The Clinton bill recommends 52 8 bﬂln‘m m'cr:-ﬁi-rf years .in
add'it{onal funding for the JOBS pmngm It also prcmdes 54.2 billion for
chlld care, $1.5 billion af this amount for the workmg poor. 'I]:e.re manothcr_ _

$300 million for pregnancy prevention, plus $600 million to str_-e.ngrhen child

sﬁpport enforcémcnt X half of this fund-l'ﬁg could beémhorized now - §4

b:lhon divided among these several . purposes - it would hclp the states beef

| up their JOBS programs and related services in urder 10 buﬂd a better base
for the kinds of more far-rcaching changes,sought in the forr_q of time lhrmls |

and the institution of a President Clinton's proposcd WORK pg‘bg}'ﬂﬂ#

—— 4 ——

Kichard ¥. Naltan is director of v Kockefclier (nstitute of Government ond provost of the
Rockeleller College of Public Affaics and Palicy, the Stace Usiversity of New York, He is
also chairmar of the board of the Manpower Demenstration Research Corporation.  This
tostimony dovs nut repicacut the vicws of ither the Rockelcller Tasitute or tbc Manporver

' Dumoestration Rescacch Corporation. It states lhc autbo:‘s pasition. -
.
i .
f
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TES

Irene Lurde and Jan L. Hagen, Imp!emcnnr@.fabs. The Initiat f)m,gn
and Structure of Local Programs, The Nelsou A- Rockefeller Inahl:ute

of Government State Unzvcmty of New York, 1993.
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" Testimony ou _ " !
. An Alternative to the House-Passed Welfare Retsm Bﬂi ' j

April27, 1995
- 1,5, Sennte Commiitw un Fimi

Richard P. Nathan, Director -
Rockefeller lm.llmtc of Govcmment, Umoersuy at Mhany; SUHY

H_Rdrhpud{wrbﬂlpassedhfheﬂommum%nﬂxu it about
;mmWaJuu gton thal rejuire Satet (0 money ig slve probiferns thar i
the pubkcs perception have not been .wohdarsu tently reffgved by existing pragrams.

The House welfare bl along with compation lagislotion om Madicald now de
cossidered, would put z lid on federal spending for puor children mdtkermgwm,
mdddmmablzﬂmlmcwﬂumonqthqsmdmﬂaupopuﬁmau .

Capping these federal ertidernents and cli the requiremert thag staves mds
: W:puﬂv@ﬁraﬂ%«aﬂfomﬁm&a»ﬂﬁ% i seropg medjcing. :

‘ Based on ’ with welfare reform nmmdwucxmmbcdmme-'
savendies avd Nion's New Federulion, memwrmm & o present o system of

ideas rhet kopefully can be of assivtance o t, ehﬁw;;mnhamvara.‘!ﬂ&
Nkﬁwmdnpoinu#n‘vwwdm _
1. . Ihoreis mmhﬂm thiat glvu eomphh

freedom to Lie states to ys federal-ald fo snslhqchmse-

L .Amsymothhckgrutsfarwal&nsMuld
Mmmmﬁammp a8 on 1
. basis that gives them increased policy & dimmanduthe
" same lime permits them to merge g‘ aistratively in order
'tndaﬂanlhnlh-thbaﬁamht pmblemor ¢hiireg aud
thelr care g;m Rea? life is oot sepn lnlo, federnl-gid

i e reform sppraich here lvﬂuts- A basic difervace
' betwcea two of gra , those for catitlements to
iedividuss thmlbracrrwnpm hy the states.  In dufng

m’k = LR G R RPN OufwmmﬁMIﬂth ’
* second for actividles ad'm:inlst«ed by ibe states ta ger weifsre mmny

, mmpuanammudmmm

A mmmm.mmmmuwmndmmwhof
T preventing nmwwnregnmmm;mmmhm'
" fremendously difficult and cuanot be acrureplished by requirements

and probiditions tn federal fows as in the cuse of the &rings Included
- la the block gmnts created In HR. 4 Acmmplish!n' these tasks

P
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uires money for sctivities to reducy welfare demdency wnwanied
?Spmm'ﬂa child abuse aad neglect. - :

5. . While block grants for welfare have advams,ges in pmﬂdul Deater
flexibility to Lhe states and giving lhemincenﬁvezlnmlm?
_msjor draw‘bad:kthmr ility to respond .
such as 3 nalional recession or serious econem ¢ prob
articular regions of the cruntry of individual states. Pn:msmu
should bhe made fur dealing both with emergencies and inllation
quickdy sad automatlcally in @ new system of welfare block graots,
_ 'The "Rainy Day” loan pmlsion of H.R. 6 ise verysmall nmbrall:.

f
'#'..

Three Types of Grants |

There are three main types of federal’ grams . those to states and localities for
_Mmammmpmcsmwmmrmﬂﬂmmw le that flow thraugh the
states. The latter of grants - entitlement graats - nate the federal aid
landscape, accounting for two-t.h:rds of all federal aid to states and localities.

o We have created biock grants o the past for upeiing and sapital purposes, but
have never blocked entitlement grants- Dm%s SO represents & sea change F;f Amcrican
mmrﬁwernmemal relations. The essemtial question 15 whether the national ﬂemm
shou guaramea aid (mmooncy, food, health care} to the poor for so-called “wafety ner

: Republicans in the past have said these safety net functions - guaranteeing much

, a:d should be a national respoasibility, President Re% hls ition of this

. point many times, as for example when he said in his 1982 State of the Union Message:

¢'ll continue to re-direct our respurces 1o our two highest by pnontu: a s;gnj
pational defense 10 keep-America free and at peace and a reli

. programs for those who dave contributed and these who are in aeed.

Personally, 1 bave m:sgmnp about Jblock-granting enmlemt-tﬂ:n t3, but my
message is, "If you're going to do it, do it The main co point in this
testimony is that there needs o be a separauun in g‘,ram-bbchng between entitlemem
block grants and upemmg block graats. -

H..'R. 4 , , , |

For ubserverg the House welfure reform bill is wewed as a "blu:k' gram. It .
caps Maa?mny and removes the matching requirement for the states to aid poot
families. Wi u:ge tozhebzstmyhcrc (see arachment) or a technical discussion of
block 13, {er's accept this designatios as a block grant, evea though
HLR. 4 is better desm‘bed as m:fdemmm for Ald w© Fanuhes with Dcpcndcn-.

" Childrea (AFDC), foster care, an 5 mirition. :

‘Yhe framers of this legislation want ko stop the growth of mg;::ms for poot
families. Their block grant also has strings - tough ones. It pot on.g' nding, it
prohibits the states from using federal fu.uds to aid poar fxmihes er certain
circunisiances, if children are bor 1o 2 woman under age 18, if they-are borw t0
a woman alr on we andxfmeyaremafamﬂyinwh:chthemgwerhasbecn
receiving AFDC for more than five years. , .


http:e;uaraDUtei.ag

B APR-Z26~1539%  @3:25 FROM ’ ™o Q4SESSS? P13
‘% PPR-25-95 TIF 10:33 sum—mvm OFFICE " FAX M 5104428932 . - p.qg

Amamw

There is maore to be said sbout this bill, bu:forwthe]ﬁmmmademwﬂidentm
set the scene for advancing su nlﬂns about an alterpative t0 HR. 4. Rather tbao creare
five block grants as m H. propase a simpler framewnty that wold give the states

eater freedom and that would consist of two hlogks. Oue block gramt would be for
It could combine the funding streams for AFDC, the child. nutnlm
m&m and-Medicald for poor {ic, AFOC catcgoricall {o) Eimilics invo @ si

: 1 uadorstand there is sentynant for retaining child nuerition progrants separate
i.e., for school meals and WIC. T seiterate that this testimony is meant . suggest a
framcwork of idest pa on sitersstive to HLR. 4; there are mnnymnahm!:smme\im'

tlmapproaﬂ:mu!ﬂbeapphcd

L&aolhcrbioc.tmthamwuuld be carmarks for :hca:nrﬂﬁmd‘inga'um\s in
this fantily assistance block grant. Tihix, for exampie, was done in the case of e 1981
eaacred dlock grant fur alccholism, drug provention snd weatmant, and ments! heglth
services.  States should be allowed :o these family assistance wid sireams
adminds Uatively and 19 vamsfer up to some level zssy 10 percent) of the funds amorg them.
They would thus have much greater freedom than they do quw, or that they d bave
under HE, 4 W decide on the purpus-cs. structure, benefit levels, ete, of these streaans af

. speoding, .
' This family assistance block grant would be big enou espa;i@r if it includes
o oih funding rwlinnd ‘

Ll;a’l;g‘cg: for poor fzmdms to gwe states a critical mn | gotg
' and nudtagement efficiency. The uppurtuaity to Sink b
© care (uspmaﬂ canc) to otber family amta.nca benefits for pog' children and

their care givers would give 1he staies a wide range ynities (0 redote Eamil
dej;cndensw 'Ihrty-scvcn smaa.lmz.dy admimterAF‘lqulel Medicaid inthcsamz -

L

: Huwever, [domtthmklhmthefmdsmdp "-whchishasacaﬂy a federal
voucher with astrong worh-incentive sﬂ‘act be wcluded in this- family sssls:am.e _
- block gram. .
| A&homh:hemngsdem‘bedabwehﬂk#woﬂdnmbemdudcdmﬂuﬁm

'blndg related provisions scttieg priortics and iromams for work and workfare would
- be included in :hemmndhhckmtmthumm- mkpla.n i g

-

‘the Second Block

Thcnuwndbia:k_ﬁsn X dudshndswthammfor
should in

- ehj:.?b refertal, job placcment, wor

wheie wiselsidized jobs arc not avollable, child care winle tha care giver (usnally

oot mhn&zﬂob mmd E e w;ibm wilks, ete. %t ﬂ:au[g udn '

'for ve méthers trairing 10 5 € _
ngudugnmfm?herhﬂmenofwe!mc beusls aod possib tyahofomrm
option seovices,  Again, these services could be merged admimstrativel

smta to deal with family nieeds on a noa;sncba.sis. A stated ea:lm'. na.l c . not

separated o tnderam.kz calegorics : ,

1
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This second block grant overcomes what 1 regard as W with
'H.R, 4, namely that it eliminates the funding for the current JOBS program. The 1988-
‘passed JOBS program bas not heen pushed hard enough. but it does work in many places,
and it involves s¢rvices that are absolutely essential to reducing welfare dﬁdenq. The
welfare-services block grant proposed here would not enly preserve the ideas and aims of
. the JOBS program, it would change it fundamentally. It would place more emphasis op
work. [t would include targeting Tequirements in what I believe is the best w:? 0 do this -
namely, tied to the activities oeeded to get families off of welfare. It could, for example,
stipulate that single poor parents under age 22, if they are not in school, should be placed
in a "workfare® job (o work ofl their welfare benefits.. Child care would bave to be
provided, which is an advantage of having a block grant that would permit the states to
‘merge federal aid for a range of family services. The second group that would get priority
for workfure jobs (agzin simnilar 10 H.R. 4} would be long-timers ou welfare, i, welfate.
. family heads who have received aid for five years. They ioo would be a priority group to
be placed in a workfare job if a regular job is not available for them o -

‘ [ believe this formulation is coasisteat with the spirit of HR. 4 - allowing the states
to. decide who should be eligible for welfare as<stance and. giving them greater
management flexibility, In fact, HR. 4 is more rigid and prescriptive than curreng law in
this respect.  The alternative suggested here cousisting of privrides for workfasre and
related child care and empl nt.services tied to the funding provided for thesa purposes -
is both more realistic than H.R. 4 and more apprapriate 1o the basic idza of a block grant. -
States could go beyond these priority groups and would determing the terus of work
requirements and workfare on a basis that reflecis both their partieufar conditions and
their planning for-the us¢ of available fuads. ' A .

[ interpret the curreat proundswell of supporn for wetfare bloc:k'gmnts-ns iild.iﬂﬁn%
2 high confidence level on precisely this basis oa the part of the Congress in the ability o
ihe states to shape and manage thgir gwp social programs. ) | .

‘Key Poiat

The key to this two-block plan is that theré would be money in the second block so

_ that it is reasonable to expect that states can actuzlly get people off of welfare and into
jobs. This is not an unfunded mandate, which unfortunately is the case of the welfare
prohibitions and work requirements in HR. 4. [ also favor some pravision for siate
‘maintenance of fiscal effort in the work-and-child-care field, say 20 percent state tatching. . -

This second work-and-child~care block should have aoother important provision, It
should assure that there are case managers for zfl employable e families, That
- person should not be allowed to have mora than 100 cases. ‘This is the Riverside,
 California "GAIN" model.  These from-line case managers are essenual 10 reducing
- welfare. need 10 bave the time and resonrces to-do their job, - They are the workerts
who, among their other duties, are involved in 1he crucial efforts to convince young people
(especially teenagers, both female 25 male) to delay baving children whon they cannot
coniceivably care for them on 2 basis that enables the parents ta ge1 into the mainstream
labor force, This is a bi iion to assure cifective case masagement.  But without
some attention 0 the "Who" and "Haw® of welfare reform, we are putting 100 much -
reliance on preachments and prohibitions from on bigh. -~ ' :
Such implementatian activities are the short suit of Arserican government.  More

bard thinking needs 1w be given in the current welfare-reform debale to this
implementation dimension of reform, particularly es it applies to'the state role of moving

f]
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welfare famil; heads into the labor force. ‘The governors were ml;xﬁhl when t]:cy complained
recemly that I.R. 4 is too prescriptive 1o be sensibly wnrkable rea.lly flexible.

_ * Judith M. Gueron, president of the Manpowsr Demonstration . Research
Corporauon. qade 8 sm.ular point in recent testimony befare this Commmu.

welfgre benefils and work wuier.a single
block %.mm»gm:mw athers a5 well - 1o

siuezlﬁg Under fiscat
pm;mwulmth hort tinte horizoms, states will hesirate to make the up-
ﬁwmmmm:hmmbukmmsmmdmﬁm
welfare intg the work-directed program fava'edbymawdmmcm o

Ialsobelmvethatmmeportmofmtmgsmes nd.mgfortheb!ockedﬁamly'
- assistance % ograms should be retaimed.  States might do this themselves, but the law
c‘l’fr-ar 0

" should be r example, stafes might be required 10 retain 90 rcemofthemen:
rominal dollars in the programs fo!ded into the two bloek grants pe

A We.lmre &Tabﬂhar.iun anl

" This two—blod; lan would fnclude an admlmmrative stmctura demgaed to avcid

. pown roblems with HR. 4. [ creating 2 Welfare Stabilization Board that

ude representatives from Branch, the Congress, and perbaps also

the states. Iu job would be 10 oversee the new system and adjust these two blocks as
conditions change nationally or in particular regions and states. 3

mstatedeaﬂler.thcreneedtobewty:mde:anew 0 welfare reform e
deal with ugmdmam,suchuamm, tion, of & disasier, The
initial reoo d be automatic - and it shcnﬂdbegranm, nat lna.m.

There have been previous laws and prop inCnngrau prcm such coumer-

dicul federal aid. Under President Ford'in 1976, 2 version of this idea (m.lled the Anti-
ecesston Fiscal Assistance Ast) was eaacted for $12S bilicn. A similar coumer-cyctical
revenue sharing bill was included in President Carter’s 1977 Economic Stimulys Program
for $1.34 bﬂhon, also with triggers hased on the unemployment rate, Trigger mechanisms
like this are used for unemployment insurance. -Tbere i5 3 samdaramggetmechamsm for

emergency Joans in HR. 4.

- It is essential to include such a feature mihefarnuy msmbh&gxmw
here. It wu.ld. for cxample, automatically trigger emergency funds is a
Eﬁmm ways oy mﬂmcﬁp Soally, a0k 7 'm busis,  Such
ere are o na Te , an on a state-] y a
ggering device could be fully automatic or d be subject to Congressional disepproval
vntbin 1 certain time, with the stipulation that failure 10 disspprove constitutes favorable
action.  The Welkfare Stabilization Board also shouid have the power 10 recommend
(perbaps on request from the President) that the ess provide emergency fucds to
selected states due to special problems on a basis w&r Cougress would bave to
ccnsadar ikese recommendstions vnthm 2 fixed ameuzn of tine (say 60-days). '

increases. in costs. On an annyal basis, there should be -cast-of-living adjustinents in the
iassista.nce black - for example increases of S percent ar Lhw ancogl neresse in

There 2lso needs to be provision io pew welfare legislation to mhe account of future
mer Price whichever is I'.ugher This § percent level represeats the lowest \
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figure for the escalator clause mnong proposals advanced to cap Medicaid spending. Si
}fcudicaid funding for acuic care for érru ies on welfare would be the b:gng: thn?ﬁk inrtll':
family assistance block grant suggested here, [ would hope that this Basmon.‘favoringa 5
gm:'.em annual escalator clause, oould be coosidered as pact of s broadened and more
exible alternative to HR, 4, [ recommend further that add-on emergency and ammnuat
. payments under a family assistance block grant be distributed under 2 different formuta
. than thax for the fulded-m grants, which funding I.assume will be distributed aceording to
the exisung shares of the states. Instead, angual increments could be distributed according
io 2 formula to be developed by the Welfare Stabilizetion Board and approved by the
Congress und the President that would have the purpose aver time of ualty bringing
aiher “need” factors into account in the allotation of family assistance block grant funds.

' The Welfare Stabilization Board, repeeseating two branches of the national
government and perhaps also the srates, should in addition bave gemeral oversight
responsibilities to assess and report regularly on what is happeaing ander this changed
weifare system. ' . ‘ . .

| A N . ¢

There is no such animal in the federal-aid corral asaégure‘ block grant.  All of the
block pramts, particulatly those enacted over ‘the past 25 years since Nixon's New
'Feder have been broader and less condjtional than the previous “categorical® grant
programs whick they re?::ed.' They all bave strings, but fewer strings, than the
-predecessar programs. alternative to HR. w in this testimony bas fewer
strings than HLR., ¢ and affords greater policy and & rative flexibility to the states. - It
controls costs and empbhasizes work-gver-welfare, Al the same time, it deals realistically |
with the implementation challenge of workfare, adjusts for inflazion and fiscal and socia

. emergenaes, and provides an uversight mechanism. -

This proposed alternative approach is not a cover for more spending or business as
usual for the welfare population. It would nurn more responsibility over fo the states than
HR. 4. It would emphasize work, not education and trai as the best route to seif
sufficiency. ‘Such au alternative 10 H.R, 4 could provide the basis for & compromise on
which the Administratian, leaders in the Senate, and state officials could come together, -

. When the critical reoment comes, most likely in the budget process later this year, such a
lan hopefully could muster enough sﬁn to be veto proof and to attract 60 voies in the
.Senate. This is not a disingemucus effart to muddy the ‘waters or change the direction of |
Abe policy debate, Rather it is an alternative 10 the Huuse-passed bill that glso would
make far-reaching changes in social policy in the nation. . : S

Richard P, Nathan is direcior of the Nelson A. Rockefdier Inmituts of Governmens, the public policy resesrch arm
of he Siale Univerhy of New York latted in Albony  He & also chair of the doard of the Manpower
Demonstrgiion Researeh Corporudion and o member of the US. Advirory wammnwwm |
Relations, Thenr ideas howrver are iils olone. o e . - _
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A Note oo the History of Block Grants
| Richard P. Nathan
 April 27, 1995

Thenomemlamofgra.nmsmt meglamwhenitmwmhke
“block grant” llistorically, one con go pre-Comstitetional period for
cases in which broad intergovernmental fiscal sutwentions were made to the states,
During the period when the Urited States opersted under the Articles of .
- Confederation, the Continestal Congress adopted the first grants-in-zid to the
gitﬁ,agunmg aside land for the support ofpug moolsmmnmwcstof the -
io River.

[t was not, however, until the m'emxeth ceamury In the Wuod:aw ‘Uﬂlson yem
that the United States developed spemﬁc cash grants 10 the states that came to be

knmasm:ml

an jmportant way, theh:szory nfbtockgmms oulgrwthol‘dﬂsueady
narrowmg of categorical graats with specifications about their eligible uses, oten a -
requirement of mntchmg funds &om the states, as well g¢ requirements
regulsting the use of these fonds, Increastngly over tirse, there bave been strong:
reactions to these %rg:ﬂus, often referred to as the 'prolifasﬂon of federal grants

and criticized for whmdednessmdmmmmmepmofmfndem
government. . _ _ :
Earllermock.(-;nﬁts , o _ _
Lyndon Johason saw the writing ou the wall, Tt was during his ency-
thd.r ﬂlcyi?lﬂg of broader and less cg]:sﬁuuu.nl block hegﬂnm hold g
to what the chalrman of Johnson's Council of Emmmmwmer
1, salled "the hardening of the cafegories.”

mmﬁ&h?mﬁmmgnpmdamo&mmmmﬁwdmm“
‘soall grants o & emmmprehemgran a
mn eo}y s?wim Then, 8 year later in 1967, Jubmeon took a bigger leap imo

‘ ant bloc altbough oot embusiastically) when bls admimistration, widh
g mk:r'ﬁn(g backed the creation of the law enforcemem assistance grant.

' ﬁmdsweredtstnhmdonafurmulabasustomtcswirharemmmenuhat"
_ 75 percent of the funds provided be passed on to. iocahm

Block grants in the oodern ers have involved the cunsalidamu of pres
<atcgorical mmbrmdngzmum:h:hccambmedsmotgram_
fun& mlhefolgs allocated o states andfor localities on an
automatic forrmula basis. esident Nixon's New Federalism saw the creation of

several such block grants, notably for cnmumly developruent, employment and-
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training, and social services. Nixon also won passage of tbe generat revenue sharin

-rro%am in 1972, which provided flexible aid-on a formula basis ta states an
ocalltles. But this was not called a block grant, because the use: of this aid was not
limited to a particular function of government like law enforcement, comunuaity
developmeant; etc. : ' .

- Thoree Types of Grants |
Federal graats come in th,reE basi¢ types a3 to the nawre of their vod uscs «

entitlement grants, operating grants, and capital grants, Nixon's.New Federalism
called for blocking operating and capital grants, but got entitlement grants.  That is,

not Medicaid or for Familics with ndent Childrea . Nixoawas a
spender when it came to grants, and also for that matter other domestic policies in
eneral  Besides his revenue sharing program (which involved distnbuting $5

illion per year in new fsnds to states and {ocalities) Nizxvn's block grants included
. funds known as “weeteners” The term referred to extra funds provided on top of
the money contained in the categorical grants bundled together in a new block,

Nixon added these swectencrs as an inducement to state and Incn! officials 10.
. support his inftiatives, o g

_ But, to reiterate, the main idea In vnderstanding block grants is that Nixon
did ng} recommend blocking entitlement fapts. Tbe term refers to grants that
trassfer income {both in cash and in-kind) 10 individuals and families based on
defined conditions of need, States determine eligibility for benefits under these
g:nts within federul guidelines. The nutional government reimburses the states for
benefits providad on an uﬁn ended basls.  Whoevsr qualifies recefves aid, and

the state is reimbursed accordingly, The food smmgoprogmm is not @ grant-in-aid.
Food stamps are federal poverament vouchers. although adminiserative funds for
the food stamp program are paid to the states a5 a grant-in-aid.

Nixon's "New Federalism"/FAP and FHIP

: In advocating the sorting cut fanctions in American federalism, Nixon argned,
that income transfers (cash, health care, fosier care, school lunches, food stamps)
should be made mors - not less - national in order 10 assure equal treatmeat of the
peedy and to share this fiscal burdea on a nstional basis.  Neither Nixon’s Family
Assistance, Plan (FAP) for welfore reformu or his Family Health insurance Plan
FHIP), which was similar to Clinten's 1993 proposal, were enacted. = Actually, if

AP and FRIP kad been enacted in the seventies, 1t woitld have saved & lot of grief
over tlio pust two decades, Aght now especially. S o

| Inengn's_‘néwredu-allsﬁ' - o |
Presidem Reagan‘i brand of "new federaliso” (he didn't use the term, but the o
press did to describe his pragram) departed from Nizxon's approach on this very
l[:;oim. Imlmﬂcagangdvmghjs_ ‘and mmback® plan, which -had the
national government rahﬂogg Medicaid. In exchange, the states were to pick up
the full responsibiliry for - o ' L

N
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: - 8o, Reagan was on the fence intellecru;.uar an this federalism issue. He
would centralize one income trapsfer program (Medicaid) and devolve another
{AFDC). As it curned out, Reagsn's “swap and mrnback® plan gever went
anywhere; it was not even introduced in the Congress. '

In the 1981 Ommuibus Budget Reconciliation Act {OBRA), Ronald Reagan

woa enactment of nine new programs called "dblock graats® by his administration.

~ They were for operating and capital functions - not for entitlement-type programs.
Three were in the bealth field - for the preveation and treatment of substance abuse
and mental keaith, preventive public health services, and maternal and child health
care. Four of the "plocks® contained only ope pre-existing grant.  So, at least in my
view, Reagan as 2 grant blocker was overtated. S _

) Reagan's block grants and Nixon's, bave one point in commaon that is very
- impartan} when considering the ideas advanced bulhe agw majority in the House of
Repregentarives.  Over time, these grants have lost vefue, both 0 nominal dollars
and in real terms, Le., adjusted for inflation. A regem e ogg!?« Steven D. Gold
from the Ceater for the Stady of the States of the Rockefeller nstituts of
Government on nine block grants (some of Nixon's and some of Reagan's) showed
. that four declined in 2ctual dolars over the teq year period 1983.93, ona remained

~ about the same, and all nine lost ground ia real terms. {See table attached )

- The 'Newt Federsiism®

Enter the new Howse ublican majority in 1995; They are decidedly

on the fence mtellectually wl:ggpit comesmtgiblotgk grants for sfye ) n& '
endtlement) programs. Early cn in the "100 Dsys,” Speaker Gm:’h and his
House Repuﬁm.n colleagues set about creating block grants for en

ta-aid programs with a vengeance. The New Majority ot one point advocated
'ﬁpm and blocking existing grasts 1o create five new grants - for AFDC,

oot lunches, foster care, Medicaid, and food stamps. . - . ,
This is a distincrion with a difference. ‘Graats for paymens to fdividuals now

éccoumforﬁss, ent of total federval aid outtays. Under the new Republican

majority in the House they are, in effect, repealing the national safety met, which
P:eﬁdgn Nixon buik up and whick Reagan said should be preserved. :

‘The Essential Question . , o ‘
. James Madison is much maligned when ¢onservatives attribute to liim and to
the Federalisy Papers the idea of devolving such welfsre functions. = Madison's
- Constituticnal was nation bullding, to centralize. Classical public finance = .
theory {n a3 way in the modem period assigns redistributional functions to the
broadest popularion p in order to achieve equal (or closs 0 ) treatment
' fortheue%andtnﬂnhisﬁscalburdenﬁddx. As g pation, we have done this
- ot af least moved in this direction strongly - since the mingteen thirties.  The
United States is by no means first among the indusitial democracies mm
D o alemany’ T Do tnbome ranstes m;i hrta poor
ocess we have come @ long ways, 10 come: ef programs b A
' F:not just a ement change. It sepresems a basic change in direction for
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Nlncblu:kg.rlnuwmmaﬂdm;Wluparlofuum-ﬁmtmnﬂwﬁd&mhn Thsmm'mnorm
block granm from 1983 @ 1993 is showh below. They fall o Iwo categoried:

s Linls if any lacrease, shaau:k;nmsnmm<k=nn=dorumuunaaumnﬂu|mnn-IMnn-ufqmmﬁm@4hmenr
Sacial Services, Low-Income Boergy Assisance, Community Services. education (Chagier 2), aod the Job Traiaing
Partoceship Act. (M&hﬂnhnmrmmlmmdmg:m thersafiar.) Since wnflaton wet d4% bewwesn

- V9 A 199), U raa Kise ol thewe graes fell sharply,

s Sporadic growth, 'l'hul‘::huumkgrmwmmghumpuwaﬂankihqgmmwmm
funding in e 19508 mwmm:emarsmmwcmuamwmm from
1989 1o 1991 but lirtle' growih cuigrwise. The Prevemive Health and Haalth Services Block Geant did oot siart (o §f
grow rapadly uasil 1992. TheanddehﬂdHeﬂﬂMGmdﬂmmwmnﬂlmv The

-CnmumvnawcpmmcmddmwgmmruMmlm}uvnlunﬂ.lrxm. - :

BLOLK.GMNTOMG&T!(M
‘ cmmmormm;
Sm 1o 988 1985 1987 1 9 190 99 129 gm
Sacial Services 32673 ﬁmﬁmmumnm\mpu7&mmm
Banrgy Assiscance 1978 2075 2100 2008 182 1532 1380 1443 1610 1S IMs

Communily Sorvicss 373 M8 366 Iz 36 m 19 33 436 360 37

Prevention/Treament

of Subsiaxe Avac' 468 4@ 40 &5 308 &7 B06 LI 1269 1080 1108

 prevenive Haalth o L :
& Human Services 8 ¥ ¥ & B OB . o S I IO
Maicrosl wnd Child Hoalin 478 399 478 457 497 326 S 54 SE 650 des
Chaptes 2 (oo _ | S o |
schoo] progrags) 43 451 S0 47 N 4T @0 519 W9 M6 W
| Community . . . _
Dovelopmou? VW NI VBE 053 059 1972 2053 193 NI 97 2750
Job Tenining o S

ud?mumﬂpué M3 1886 1G85 ITW3 )80 189 17BE 1745 178 T 6

1. mmmmummmmmmmmm
2. Commwiy Developtasrs Kok G daia mumwm mhnmmuhmm‘i

i Siock Gant

a mmmw&mtmun—ammaﬂupﬂmanm&m
Sowree: UL Office of Memgemen ra Boipyx, Sacigwt Information for dae Stotws. 5T | GRS FYIRN, -

Souree: Rockefaller Institute of Government, Center for the Study or the sr.ate:s,_
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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 this opportunity to testify on the important topic of weifare reform. I'am
Robert Greenstein. executive director of the Center on Budgert and Policy Priorities. In the late
[970s. | served as Administrator of the Food and Nurtritien Service, the U.S. Department of
Agriculture agency that administers the food stamp program and other food ussistance programs. |
recently served as a merber of the Bipartisan Commission on Entitlernent and Tax Reform
uppointed by President Clinton and the Congressional leadership.

I. The Goals of Welfare Reform

The Family Support Act of 1988, the last major tederal weltare reform effort, was a
biparusan effort based on the premise that the AFDC program shouid become a system that
embodies “mutual respensibility.” Parents had a'responsibility to maove toward seltf-sufficiency by
participating in educacon. raining, and work activities and the government had the responsibility to
assist families by providing cash ussistance as well as training opportunities and needed child care. In
addition, noncustodial parents had the responsibility to pay child support. Within the structure of
mutual responsibility, the Family Support Act struck an important balance between the someumes
competing goals of promoung work and responsibility and maintaining a safety net beneath poor
children. The social contract embodied in the Family Support Act stood in stark contrast 1o the
origina! purpose of the AFDC program — to provide cash assistance to poor single parents 80 that
mothers couid stay home to raise their children.

[n recent months the weltare reform debate emanating from the Conrract with Americu 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 tunding for the next tive
years. The proposal would eliminate the enutiement 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 ruies and work requirements. The proposal would
mandate that states deny federal block grant assistance 10 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 purents’ willingness to work or their inability to tind a job. While including high
work participation rates, the proposal fails 10 commit the resources necessary for states to conduct
serious pregrams that move parents from welfare to work.

In short, the House Ways and Means Committee proposal would end what are now the
vovemment’s obiigations under the Family Support Act’s system of mutua! responsibility. The
government would no longer be required to provide support for poor families with children and
resources would fall well short of what is needed to increase efforts to move parents t0 work.



In my view, welfare reform should be about promoting work, requinng responsibility of both
parents. and maintaining @ safety net for poor children within a federal-state partnership that assures
stutes the Rexibility they need to create innovative programs. Maintaining the entitlement status of
AFDC does not mean that welfare should be "something for nothing.” Instead. reform should butid
on the Family Support Act’s vision of mutua! responsibility. In part because of insufficient JOBS
funding. this vision has not been fully achieved.

Because only 4 small number of parents have been required to participate in JOBS programs,
the AFDC system trequenty does little 1o help families solve their problems and move toward self-
sutficiancy. A reformed AFDC system would be one in which all able-bodied parents were expected
10 work or prepare themselves for work. Furthermcere, a reformed system would provide the
necessary supports — such as child care and health care ~ for parents to move svuceesstully into the
workforce. As the results from the Riverside County. California GAIN program have illusuated. it is
pussible t create a weltare system that requires a high level of participation in welfare-to-work
programs and yields sirong resuits. The Riverside program increased ewrnings and employment rates
and decreased welfare vse. Judith Gueren, president of the Manpower Demonstration Resgarch
Corporation., described the Riverside effort as a “high pertormance 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 office in Riverside, you are there for one
purpose: 10 et a job. At orientation, joo developers announce job openings; throughout,
program statf convey an upbeat message about the value of work and people’s potential to
succead. 1F you are in an education program -— and about half of Riverside GAIN
panticipunts ure — you areé not marking time, as you can in some locations, You know that if
vou do netcomplete the program, or at least make progress in it. staff whao are closely
manitoring your progress will insist that you look for a job.'

The Riverside model may not work in every location or tor all participants and it is not a simple cure
for poverty; three years after enrolling in the Riverside JOBS program, 41 percent of the families
were still receiving assistance. The Riverside program and other successtul welfare-to-work
mitiatives such as the San Jose-based Center for Employment Training program represent examples
ol how the AFDC program can become a work-focused system, but thewr results also illustrate that
gven such successtul programs are uniikely to remove the need for a safety net beneath poor
children.

Welfare reform should also address the very troubling issue ot out-of-wedlock childbearing in
veneral 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 childbeanng or the prevalence of teen pregnancy. Last summer, a group of 76 leading
rasearchers — including most of the teading experts in the area of weltfare incentives and family

' Testitnony of Judith M. Gueron, President, Manpower Demonsuation Rescarch Corporaton, betore the
Subcommitiee ov Postsecondary Educanon, Training, and Life-Long Learning, House Committee on Economic and
Educational Opportunity, Jawary 19, 1995,

i



stucture — issued a smtement on welfare and out-of-wedlock childbearing. The statement said:
“Mostresearch examining the effect of higher welfare benefits on out-of-wedlock childbearing and
teen pregnancy finds that benefit levels have no significant eftect on the likelihood that black women
and girls will have children outside of marriage and either no significant effect. or only a small eftect.
on the likelihood that whites will have such births. Indeed. cash welfare benefits have fallen in real
value over the past 20 yeass. the same period that out-of-wediock childbearing increased....the

evidence suggests that welfure has not played a major role in the rise in out-of-wedlock
childbearing.”

While welfare is nota primary cause of out-of-wediock childbearing or teen pregnancy. it is
ciear that there are far too many children growing up in poor families without fathers and far too
many teenagers cutting their childhoods short by prematurely become parents. Unformnately, we
know iittle about what works to reduce teen pregnancy. For that reason, [ believe that weifare
refurm should include a commitment of resources for demonstration projects thar test a variety v
prevention approaches. Reform shouid not consist of simplistic “'silver builet” solutions such as
denying aid to youny 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
fanulies.

When teens do become parents and need assistance, the welfare sysiem shouid be strucrured
wimprove the future prospects of these vulnerable families. Teen parents should live in supervised
settings either with parents or with other responsibie aduits. They should be required to attend
school or raining. In Ohio’s Learning, Earning and Parenung (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 requirements, support services, and financial incentves can increase school
atiendance and. 1o some extent, graduation raies. These programs also are not panaceas ~— many
participants are unable to succeed in the education settings available and teens who dropped out of
school prior to enrolling in the program often were unsuccesstul. Requiring school attendance while
searching for new ways to reach these more difticult cases, however, does represent a promising
policy 1nidauve.

Finally, the welfare reform debate has led to a reexamination of the federal rele in providing a
safety net for poor families with children. Some have suggested that all responsibility for programs
that provide 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 block
grant with essentially fixed funding, the proposal would require states to bear nearly all of the costs
associated with increased need resuiting from recession, talling 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 swongly favor providing states with increased flexibility in many areas, States have been
unnecessarily saddled with rules that inhibit their ability to design innovative JOBS programs and
expand participaton requirements. They also have been hampered by rules that mandate how



ClUmings and assets are o be treated. restrict the eligibility of two-parsnt families, and define how
siepparents” income should be counted. In these and other areas. states could and should be given
more flexibiiity.

The federal sovernment, however, does have arele to play in providing a satety net for poor
children. The Commitiee on Federalism and National Purpose. chaired by then-Senator Danie!
Evans (R} and then-Govemor Charles Robb (D). calied in 1985 for a major realignment of federal
and state roies. The Committee proposed a much lurger federal rote in financing and setting national
standards 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 thoughttul examinatoens of federalism issues — income secunty for the poor should largely be a
federal responsibiiity. The Committee wrote:

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

“Safety net programs also should furnish benerits 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 poverty-level income in 10 states in 1984, and the median level of
benafits was 73 percent of the poverty line.” [These levels are lower teday.

"Only the federal government can effectively bring about greater uniformity and
adeguacy of welfare services. This is because it is the only source of natonwide
political authority and because it is the onty level of government that commands the
necessary resources,’™

I Entitlements, Spending, and Flexibility

While the Ways and Means bill contains many new prescriptive provisions. the elimination of
assured benetits for needy children who qualify for ussistance represents the most sweeping change in
OUr nAon's safety net.

There appeur to be two basic premises that undertie the call for the elimination of the
program's enatlement status: first, that "welfare spending” is out of control and cannot be curtailed
as long as the targeted programs retain their entitlement status, and second, that block grants are
nzeded to accord states increased flexibiiity. In fact 1) welfare spending is not one of the major
factors behind our long-term deficit probiems; 2) if Congress wishes to cut the cost of these

* Daniel {. Evans and Charles 5. Robb, Chairmen, To Fornt a More Perfect Union: The Report of Hie
Comnutice on Federalisnr and National Purpose, December 1983, pp. 13-14.
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programs. a block grant structure 1sn’t needed to do so; and 3) a block grant Structure isn’t needed
1o accord states increased flexibility.

As the Bipartisan Commission on Entilements and Tax Reform demonstrated, overall
expenditures for entutiements are growing faster than our ability to pay for thermn. If action is not
taken to address this probiem. the nation will face serious tiscal difficulties in the early decades of the
nextcentury. ltisimportant to recognize, however, that health care entitlements and Social Security
are responsible tor virtually all of the long-term rise in entitlement spending as a percentage of the
Gross Domestic Product (GDP). Expenditures on programs like AFDC 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 will 11se trom 2.4 percent of GDP to 7.9 percent. Medicaid will climb from
1.3 percentto 3.1 percent of GDP, while Social Security will rise trom 4.8 percent to
6.7 percent.

. By contrast. the Commission projected that means-tesied entitlements other than
Medicaid wili not rise at alil as a percentage of GDP after the yeur 2000, In fact, the
latest CBO forecast suggests they will decline a bit as a percentage of GDP.

[ would note that AFDC in particular {(including cash benetits, emergency assistance, Titie
[V-A child care, JOBS. and that part of child support entorcement costs that are attributable to
AFDC families) constitutes 2 percent of entitlement spending and | percent of total federal spending.
When food stamp and Medicaid benefits for AFDC families are added in. the total rises, but remains
a modest share of overall federal spending at three percent.
1

On a related note. while some believe the AFDC system provides overly generous benefits to
recipients. the typical AFDC tamily of three receives between $8,000 and $9,000 annuaily in cash
and nutrition aid, or less than three-quarters of the poverty line. While scme AFDC families also
recerve housing assistance. most do not; three-fourths of AFDC families do not receive any tederal
housing assistance. |

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

Sull. Congress may decide to reduce spending on these programs. If Congress wishes to do
s0. it does not need to end the entitiement status of these programs. In 1980, [981, and 1932,
Congress made significant reductions in means-tested benefit programs without removing their
enutlement status. Congress altered the eligibility and benefit rules in ways that saved substanual
amounts. While reductions in benefits for poor families and elderly and disabled individuals would



not b2 without significant consequences. Congress could follow this route again — and cut
expendiures without biock granung these programs -— if 1t wished 10 do 50,

As budget cuts are made to reduce the deficit, however, there shoutd be some balance among
vinous parts of the budeger. As David Stockman used to say, the targets for budget-cutting should
he weuk clutms on tederal resources, not weak clients. Low-income programs should not bear a
highly disproportionate share of those cuts. The various budget-cutiing measures now moving
through the House of Representauves. including the welfare reform proposals, raise concerns on this
front. as they cut assistance for low-income programs far more deeply than other areas of
sovemment spending. The various reductons contained in the House welfare reform legisiaton —
in cash assistance for poor families and poor disabled children, nutrition aid for low-income
households. and vanous benetits for legal immigrans — are likely to tow! well above $50 billion
nver five yvears. (When the Medicaid cuts that are being discussed are added. this total will increase
substanually.) Furthermore. the cuts included in the House rescission bilis disproportionately impact
programs for low-income people. While low-income programs comprise only 12 percent of the
discretionary budget. about 60 of the rescissions come from these programs. Given the fiscal
agend: oudined in the Contract with America. itis likely that at least some ot these savings will be
used 1o pay for tax cuts.

Staie Flexibiliy

+ Propanents of converting AFDC and other programs 10 block grants often argue such a
chang? iy nzcessary 1o engure sates are given substantal freedom to cratt their own programs. Here,
oo, the basic premise 15 flawed: it 15 quite possible to expand state flexibility within an enttlement
frumework. Many of the rules currentiy governing these programs could be simplified or eliminated
to give greater leeway to states. lronically, as [ will explain later, block grants might even have the
perverse ettect of constraining state flexibility because they are likely to leave states with insutficient
resources to pursue work-based weltare reform while at the same time maintaining a safety net.

Moreover, ending the endtlement status of programs such as AFDC and food stamps would
eliminute a detining feature ot the safety net erected over the past six decades to protect poor
children from destitution, The funding structure of the safety net is designed to ensure that these
proerams expand automatically 10 meet rising need. such as during recesstons. If the programs
instead received a fixed amount of funding each year. this critical teature would be lost. If funding
proved insutficient in a given year, states would be forced to cut benefits, create waiting lists, or fill
the gap entirety with state funds. A public assistance system structured in this manner woutd provide
some uid 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 1n place some of the ume offers iittle secunty.

I1I.  Profound Consequences of Block Grant proposals

Eliminating the entitlement nature ot programs such as AFDC weuld have profound
consequences. both tor poor children and tor 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. Iif the
money for AFDC ran out in August, what would happen to a poor child whose
mather 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 tamiiy's aid enrirely with state tunds. Many poor families with
children could be left with no means to pay for rent, utilities. or other basic necessities
it the AFDC program ioses its entitlement status.

Block grants cannot respond to the increases in need that occur during
economic downturns. Under the current tinancial structure for AFDC and food
stamps, additional tederal funds automatically tflow into states when a recession hits
and more families apply for aid. For exampie, between June 1990 and June 1992, as
the nationai unemployment rate jumped from 5.1 percent to 7.7 percent. the number
nf people receiving food stamps rose by more than five million. If AFDC became a.
block grant. additional federal resources would not be available during a recession. A
fixed amount would be allocated to states each year. If unemployment subsequently
rose and funding tor AFDC proved insutficient, 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 cuts, making some categories of needy families and children ineligitle for the
rest of the year, or placing poor famiies that recently lost their jobs on waiting lists.

[f states do not provide assistance to newly poor families during times of heightened
unemployment, many of the families atfected 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 recentiy lost their jobs and either are not covered by
unemployment insurance or have exhausted those benetits. These tamilies would
inciude many two-parent families — the subpopulation whose participation in AFDC
and food stamps nses 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 bleck grant approach does not ailow funding to adjust based on changes in need,
although there is a small population adjustment fund of $100 million a year. In all but
nwa stures, the Ways und Means Committee proposal would have provided less
federal funding than was actually received in 1993, In seven states - Alaska,
Anzona, Flonda. Hawaii. Nevada, New Hampshire, and New Mexico - the shortfalt
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 Flonda,
§277 miilion (54 percent).



These shorttalls would have occutred just at the time when state revenues typically
shrink. Durning economic downtarns. tax collections generally tall and many state
PrOYrams 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 10 individuais 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 drawing social insurance beneftits and welfare
would be able 10 buy necessities and pay their rent or mortgages. This increased
purchasing power would bolster the income of producers and prevent layoffs of
workers and forced home sales. Thus, both welfare programs and social insurance
would act as automatic stabilizers for the economy.”™  If programs such as AFDC or
foud stamps become capped entitlements and funding does not rise during a
recession. the avtomatic stapitizer role played by these programs would be
significantly diminished or lost altogether.

. A capped entitlement statuos 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 entitiements and

use the savings to meet the discretionary spending caps or fund other discretionary
programs. While such acuon has not frequently been taken in the past, it could
become 1 more inviting route for appropriators 1n the future as the discretionary caps
tighten. [n 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 tow-income programs that are capped entitlements have been subject
to larger funding reductions in recent years than have low-income discretionary
programs. For exwnple. tunding 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, afier adjusting for inflation. Total appropriations for all low-income

- programs that are capped entitlements have declined nearly 20 percent since 1981, after
adjusting for inflation. By contrast, total appropriations for low-income discreticnary
prowrams have declined seven percent over this pericd in intlation-adjusted tenmns.”

©Alice M. Rivlin, Reviving the Anterican Dream, ihe Economy, the Stargs. und tie Federyl Goverament, The
Broukings Institugon, 1992, pp. 90-91.

* This excludes subsidized housing programs which are an anomaly. Appropriations for subsidized
housing programs have fallen substantially since 1981, but actual expenditures for these programs have
risen substantially over the same period. This seeming contradiction reflects the unique features of the
fiscal structure of housing programs,



A capped block grant also would not respond to changes in need that occur for
other reasons. The needy population grows not only in tmes of recession, but also
when the overall population increases, when the child population increases, when
wages tall, when natural disasters occur, and when demographic changes increase the
number of single parent families.

While the House Ways and Means Commitee proposal includes a $100 miliion fund
distributed each year based on each state’s population-growth, this fund would tall
well short of addressing the increased need due even to population growth in many
states. Between 1991 and 1992, Califomnia’s population grew by 1.6 percent. {f the
block grant were 10 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 leveis. Under the Ways and Means plan, however, California would only
receive a share of $100 million. Between 1991 and 1992. Califomia’s popuiation
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
couid be used to allocate biock grant funds among states would be based on data for
a year in the past: the formuia would not be able to reflect economic and demographic
changes since that ime. States whose economies had grown robustly since the year
in which the data were coliected would receive more funds than warranted, while
states where economic conditions had deteriorated would receive too little. For
exampie. between 1987 and 1993, the percentage of total federal AFDC benefits that
went to [Hlinois residents fell from 4.9 percent to 3.6 percent. In Fionda, by contrast,
the percentage of total tederal AFDC benetit expenditures going to Florida residents
increased from 1.8 percent to 3.6 percent,

[t would bhe problematic to develop a formuia for allocating block grant funds
amony the states. [f the formula reflected current expenditure patterns, it would
penalize states with low benefit levels and risk locking them into that status
permanenily. 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. Forexample, between 1990 and 1992, Alabama
raised its maximum AFDC benefit level for a family of three from $1 18 per month 1o
$164 per month — a 40 percent increase. (This left Alabama’s monthly benefit level
atonly 18 percent of the federal poverty line tor a family of three.) Because Alabama
is a relatively poor state. the federal govemment pays more than 70 percent of its
AFDC benefit costs. When it chose to raise its benefit level, the federal government
theretore 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 wouid have to absorb 100 percent of the additional costs.



[t 1s important to note that even under the current entitlement structure which assures
thar the federal government shares in states’ costs when they increase benefit levels,
or raise them (0 keep pace with inflation, AFDC benefits fell in reai terms by 45
percent between 1970 and 1994 in the wvpical state.

Moreover, if the formula gave each state the same percentage of federal {unds that it
currendy 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. [f the formula attempted to adjust for these
factors. 1t would rely on outdated data, always retlecting economic and demographic
conthtions several years earlier. Reliable state poverty, income, and population data
ure only avaitable with a considerable time lag. For exampie. state poverty data
would be three to four years out of date when blogk 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 flowing into the states.
since the federal funding level would not automatically rdse with a recession. Second.
the aliocation formula would not recognize the depth of the downtum in states that
had been hit hardest. Finally, the states hit hardest by the recession would generaily
face large declines in state revenues and be among the states least able to provide
state funds to respond to the additional need the downtum had created.

Poorer states could be particularly disadvantaged by a block grant proposal. As
federal funds fell increasingly short of actual need. all states would have to fund this
widening zap with state rather than federal clollars. Poorer states that currently enjoy
higher tederal march rates would be hard-hit. States such as Mississippi and
Louisiana would lose more than 70 cenis for every additional dollar needed to
maintain current levels of agsistance compared 10 a loss of 50 cents for each dollar of
additional program cost in states such as Connecticut and Calitoirnia. 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 1n terms of their capacity to raise revenues
through their tax svstem, according to a meusure deveioped by the Advisory
Commission on Intergovernmental Relations.

1V. Would A Rainy Day Fund Solve The Problem?

The Ways and Means Committee proposal dees include two “rainy day” funds intended to
assist states in the event of unexpected increases in need. An analysis of these two funds underscores
the inadequacy of these tunds, in part reflecting the inherent problems with a rainy day approach.

Under the Ways and Means bill, a state would be allowed o borrow from a $1 billion federal
tund it its three-month average unemployment rate: 1) 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 etther
of the two prior years. There would be 2 $100 miullion limit on the loan to any state and no state
could recerve a loan equal to more than half of its basic grant. States would have to repay the loans,
with tnterest, within three years. In assessing this proposal, the tollowing issues should be
constdered:

. A loan approach means that when poverty and thus AFDC caseloads rose during a
recession, states wouid uitimately 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 peniod. This represents a suiking departure from current poiicy. In a recession,
the federal government pays for at least half of a state’s increase in AFDC costs and
essentially ali of the increase in food stamp costs. That is, currently, the national
government helps share these consequences of nauonal 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 cotfers were
bare. In California. the unemployment rate breached the seven percent ievel in
December 1990 and has yet to fall back below this fevel. Experience with a loan tund
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.’

y The smail tund also would likely tali short of the increased need. Dunng the iast
recession, in fiscal year 1990, the federal government commitied $863 million more to
AFDC than in fiscal year 1989; in 1991, it committed $1.9 billion more thantn 1959,
and by 1992, some $3 billion more was expended than tn 1989, Qver this three-year
period, the federal govemment committed nearly $6 biilion in additional resources,
nearly six times as much as the $1 billion ioan 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 thie foan fund been in effect during the lasr recession, 10) states
waitld not have qualiified for a loan at all and another 14 stares would not have
qualified unsil 1992, Yet most of these states faced sharply increased need. The (4
states® that would have qualified for a loan some time in fiscal yvear 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,

b See. for example, General Accounting Qffice, Unemplovment insurance: Program's Ability 1o Meet Objectives

feopurdized, September 1993,

* These |4 states are Anzona, Arkansas, Colorado, Georgia, Idaho, [ndiana, Maryland, Nevada, Oregon, South
Carolina. Texas, Virginia. Washington, and Wyoming, The 10 states that would never have qualified for a loan at ail are
Hawaii, Jowi, Kansas, Minnesota, Nebraska. North Carolina, Nerth Dakota, South Dakota. Utah, and Wisconsin, In
these 10 s1ates. the AFDC caseload rose by an average of 17 percent from {989 1o 1992,
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. “As with other economic indicators. the jag in the collection of accurate sate 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-manth average unemployment rate had passed this
level. In the meantime. thousands of additional families could have applied for AFDC
assistance.,

' The federal rainy day fund ajso would ignore factors other than unemplioyment that
can cause the need tor public assistance benefits 1o rise in a state. such as a natural
disaster or falling wages for low-paid jobs. Finally, states would have great ditficuity
planning under the program; they would not know when or if they would qualify for a
ivan. :

Under the second rainy day fund, the House Ways and Means bill would allow states to
sccumulate unspent block grant funds and draw them down when need increased in the state. The
erfzctof this fund is also likely to be very limited. The fixed level of federat AFDC funding for the
next five vewrs is significanty below how much federal funding is expected 1o be provided under
corrent faw. even in the absence of a recession. The low level ar which federal funding is fixed
dimenishes the likehhood that swates will accumuiate much n savings. Moreover, it a recession hits. it
would quickly overwhelm whatever modest amounts most states have been able to accumulate.

V. Increasing State Flexibility Within an Entitlement Framework

As the House Ways and Means bill demonstrates. converung entdement programs into block
srants does not necessarily result in providing states with increased flexibility. Block grants can be
designed with extensive federal prescriptions while entidements can be designed to provide states
with rar-reaching flexibility.

The Shape of u Redesigned Federal-State Parimership

[f the federal-state AFDC partnership is to be redesigned to give states greater flexibility
witnin an entitlement framewaork, policymakers at both levels of govemment will need to engage in u
serious debate about the appropriate role of the federal govermment in the new system.

The federal government coutd substantially pare back the AFDC requirements currently
imposed oa states. while maintaining the federal-state tinancial structure for the program. This could
be dnne by identifying and eliminating many provisions of the federal statute that needlessty restrict
«tdte flexibitity in shaping their own cash assistance programs. This would largely eliminate the need
for sttzs o secure waivers from federal agencies. Under this approach, each state would be able 0
develop stndards regarding matters such as: the definition of income and how it should be treated,
what resources we permitted and under what circumstances. and what requirements (fOBS, work,
school attendance) must be meet to qualify for assistance. In addition, states should have flexibility
10 develop their own demaenstration 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 weltare recipients toward self-sufficiency, states would have substantial freedom to design the
specific contents of these programs. States would be able to designate the kinds of training and
work-relaied services otfered in their programs. States may want o institute new empioyment
suategies. including wage subsidies. microenterprises. and empioyment vouchers. Some states may
choose 10 require pirents to work afier a set period of time in the private sector or in a publicly
funded work slot.

In 4 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 particular
model. Forexample, the federal government may want to require that teenage parents on welfare be
required to live with responsibie adults and to attend schoof if they have not obtained a diploma.

Other than in these areas. few federal rules need apply. The federal government couid
establish some basic standards — such as that parents who are willing to work and meet all
requirements 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
expenditures, as it now does. and the individual entidement stucture of the program would be
maintained.

Finally, federal funds should support research and evaluation acuvites to identfy effective
program strategies and technical assistance to ensure that states can apply iessons from the research.

Granting states broad flexibility within an entitiement structure would likely provide states
erearer flexibility 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 entitement, the state could
be forced to curtail innovative work or self-sutficiency programs. Suppose a recession hitand a
state’s caseload climbed. To provide basic benefits and keep families from becoming destitute a state
might be torced to cut back spending for work programs or other initiatives designed to promote
self-sutticiency. Although states could instead choose to deny aid to eligible families (since the
program would no longer be an enttlement to individuals), some states might be unwilling to deny
basic support w0 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
expanded earnings disregards so AFDC families can keep more of their earnings when they go to
wark. more realisuc asset ruies, and expanded work programs so more families may be subject to
waork 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 identified the early
1990s recession — and the resuiting tncrease in the need for cash assistance — as one of the key
reasons that most states did not spend enough on the JOBS program to draw down the full amount



of fzderal frunding avaitable to them and 2nroli more of their caseloads in work-related activities,
This trade-off would become much more difticult for states under a block grant stucture because
rederal funding would no lenger expand to help states meet increased need.

V1. The Future of Welfare to Work {niniatives

While weltare reform should enhance state flexibility, a fundamental goal of reform should
also be to expand our efforts t© move more parents from welfare to work. States should be provided
the resources needed to run substantial training, work and education programs that prepare and
maove parents 1o wark as welil as 1o support child care for families with young children in which the
parent 15 required to work.

The House Ways and Meuns Committee proposal imposes stringent work participation rates
on statzs but provides no additional resources for states to meet these standards. {t repeals the JOBS
program, thereby eliminatng any requirement that states provide training and employment services
tor parents. In addition. another House committee has block granted — and reduced — the funding
avuilable for child care assistance, a support necessary for moving tamilies from welfare 1o work.
(The IV-A child care program for AFDC recipients in training and the transitional child care
program, both currently entitiement programs. would be eliminated by this provision and folded inio
the biock grant.} It in coming years, states were to place increasing numbvers of AFDC recipients
NG wark activities or employment, there would be no additonal federal money to cover any poruon
of these increased child care costs.

Linder this proposal. suates would confront difficult choices in allocating limited funds
bewween increasing numbers of child care slots for recipients required to participate in work
programs and child care assistance for the working poor. [ndeed. it is likely that some states could -
be forced to reduce chiid care for the working poor and thereby place in jeopardy the ability of some
working poar parents to keep working and remain oft welfare.

If our goal is to require and support work among parents on welfare, then the federal policy
IMUSE commit necessary resources and require serious welfare employment initiatives at the state
fevel. The Wavs and Means bill faiis on both counts. It not only neglects to provide resources 1o
support training and employment programs and child care services, but it permits states to meet some
or ail federal work participation standards by terminating families from aid, regardless of whether a
family tfinds work or was denied benefits for any other reason. Thus. under the bill's work standards,
a state that simply reduced its caseload by time-limiting benefits to families after one year, could
caunt that reduction in tts caseload toward 1ts work program participation rate. [t is likely that many
of these affected families wouid have received no employment-related assistance and would fail to
find work.
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VII. Canclusion

The welfwe system needs substantial reform. The AFDC program needs 1o becorae a work-
tocused svstem in which all parents who are able are expected to work or prepare tor work. In
addition. an etfort must be made 0 reduce teen pregnancy as well as demand responsibility of absent
parents.

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

if the AFDC program is converted to a biock grant, states would likely have ess flexibility to
operate innovative programs that move parents from welfare to work while maintaining a basic
sarety net beneath poor chitdren. Under the block grant structure proposed by the House Ways and
Means Commitee. 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
costs from the tederal government, increasing the likelihood that it would have to scale back its
work-based eftorts.

Savings can also be achieved without converting the program 1o a block grant. Such
reductions. however, would not be without costs. if welfare-to-work programs are to be expanded,
tor example. increased — not decreased — federal funds will be required. at least (n the short-term.

A reworked federal-state partnership which retains the entitlement structure but offers states
tar more tlexibility could produce a system that is more responsive 10 local circumstances, while
maintaining a federal safety net beneath poor children. Child poverty is a nauonai concern and
protecting poor families should remain a federal as weli as a state responsibility.
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APPENDIX: What Do We Spend On “Welfare™?

Recent wrguments that federal “welfare™ spending is both excessive und ineftective
sometimes have relied on a few highly publicized but questionable assertions — that the tederal
vovernment hus spent $3.3 trllion an “welfare” programs since 1964 without decreasing poverty
and that the typical family in the Aid to Families with Dependent Children {AFDC) program
receives $15.000 in benefits per year. This analysis examines these assertions about welfare
spending in detail. It focuses on three igsues: 1) the current level of spending on programs
trgetsd w low-income people and the extent to which these programs contorm to the pepular
definition of “welfare™; 2) the total amount spent on low-income programs during the past few
decades und the eftect of this spending; and 3) the benetits received by the typical family on
AFDC.

While ull ugree the AFDC system is in need of substantial reform. it is important that
misconceptions about “weltare spending™ not drive the policy debate.

Key Findings
Totai Spending on Means-Tested Programs

. According to the Congressional Research Service. total federal spending on
programs targeted on low-income people totaled $208 billion in 1992. The CRS
list includes programs that do not provide cash or'Cash-TKe 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
benetits for AFDC families. and Mediculd spending for AFDC recipients tctaled
about five percent of entittement spending und about three percent of total federal

spending,
. Spending on non-medical means-tested programs is not responsible for the

projected long-term growth in entitlement spending and the budget deficit. The
Bipartisan Commission on Entitiement and Tax Reform projected that spending on
fow-1ncome entitements excluding Medicaid would remain a constant and very
small fraction ot the economy after the vear 2000.

What Does it Mean to Have Spent ““$5 Trillion”
On “Wellare Programs” since 1964?

. Robert Rector of the Heritage Foundation has stated in congresstonal testimony
that “Since the onset of the War on Poverty, the U.S. has spent over §3.3 triliion
on welfare. But during the same period. the official poverty rate has remained



virmally unchanged.” In order to arive at the $5.3 tnilion figure, “weltare
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 poveriy line.

Even if one accepts Rector’s detinition of “welfare spending,” his tigure suggesis
that 16 percent of total tederal spending over the past 30 years has been spent on
means-tested programs. lsolating the AFDC program, since 1964 spending on
AFDC totaled less than 1.3 percent of federal autlays.

Rector’s suggestion that “weifare spending” has accomplished liute, as evidenced
by his claim that the poverty rate has remained virtually unchanged, misses several
kev 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
[l percent. Second. the upward daft in the poverty rate over the past 13 years
appears pnmarily to retlect changes in the economy — most notably, declining
wages. Thud. the otficial poverty rate data only measures cash income. [t does
not inciude benetits from poverty programs that provide benefits in-kind such as
Medicaid. and tood 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 tailed 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 vear, in cash assistance. Combined AFDC and tood
stamp benefits far the average AFDC family of three was $664 per month (about
$5.000 a year), or about two-thirds of the poverty line.

About three-quarters of families receiving AFDC do not live in subsidized housing.
These tamilies must pay for food, clothing, shelter, ard transporiation with a
tamily income that averages between $8,000 and $9.000 per year for a tamily of
three. depending on whether the family also receives benefits through the Special
Supplementa! Nutrition Program for Women, Infants and Children (WIC), the
scheol lunch and breakfast programs, and the Low-Income Home Energy
Assistance Program (LIHEAP). 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 Means-Tested Programs

According 1o the Congressional Resewrch Service (CRS), federal. state and local
governments spent a total of $290 bilhon in 1992 ¢n programs that target their benefits or
services an low-income people. Federal spending on these programs totaled $208 biltion. or
about 135 pereent of total federal outlays. The programs on the CRS list include cash assistance,
medical ad. nutnnen assistance, education funding, housing assistance. job training, and energy
aid. :

The targest component of the federal spending on low-income programs was medical aid.
mainiy composed of Medicaid. Medical aid comprised 38 percent of federai spending on meuns-
tested programs. With the exception of the earned income credit — which is growing as a resuit
of the expansion passed in the 1993 Omnibus Reconciliation Act — Medicaid expenditures are
expected to grow faster between 1994 and 1999 than any other means-tested entitlement
program. Non-medical related spending on means-tested programs toled $129 billion in 1992,
or iine percent of wotal federal spending.

While the CRS list provides usetul information on expenditures for low-income programs.
the programs included in 1ts analysis go far beyond the popuiar image of “welfare.”™ The list
includes many programs that provide services, not income assistance. 10 low-income peopie.
Programs such as the Job Training and Partnership Act (JTPA) and Head Start do not provide
cash. tood. housing, or similar aid o help poor families purchase basic necessiues.

Many of the programs on the CRS list serve people who do not receive AFDC, including
the working puor. In fact. many of the recipients of these programs are in Jow- or moderate-
income households whose incomes are abave the poventy line. For example, in tax year 1996, the
ewned income credit will provide benefits to families whose incomes tull below $28.600 — or
abour 177 percent of the poverty line for a family of four. Simitarty, the WIC program provides
nutrition assistance o recipients whose family incomes equal up to |85 percent of the federal
poverty line. And reduced-price school meals are provided anly o children from tamilies with
incomes between |30 percent and 185 percent of the poverty line. Poor children do not receive
them.

The CRS list includes programs that are both entitements and discretionary. Enttlement.
programs provide benefits 10 anyone who meets the eligibility criteria while discretionary
programs are only able to serve as many eligible individuals as resources appropriated to the
programs allow,
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Low-Income Entitlentent Spending

As Table 1 indicates, the tederal government spent $177 billion in 1994 on means-tested
entitlement programs.! Table | also shows (for prozrams for which such data are available) the
percantage of spending in each program that goes to families receiving AFDC and to elderly and
disabled people. Most of this spending did not go 1o AFDC families. Of note:

. Only about [6 percent of Medicaid spending — the largest means-tested
entitlement program — 18 spent on health care tor 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 benefits, JOBS, emergency assistance, Title
IV-A child care, and the portion of child support enforcement costs atwributable o
AFDC ramilies), food stamp benefits 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 entittement spending, about 46 percent.*
It also 18 important to consider the extent to which growth in means-tested entitlements is
projected to contribute to the overalt growth in entitlernent spending. The Bipartisan Commission
on Enttiement and Tax Reform estimated that by 2030, total entitiement spending would grow

' Congressional Budget Otfice, “The Economic and Budget Outlook: Fiscal Yuars 1996-2000," Tanuary 1995,

* Tu determing the proportien of food stamp benefits that went to elderly and disabled persons and AFDC recipients,
duta fromn Churacteristics of Food Stamp Households, Summer 1392 issued by the U.S. Depaniment of Agriculture was
used. Data on the disuibuion of Medicatd expenditures are trom the Urban Insttute repon, “Medicud Expenditures
and Beneticiary Trends, 1988-19937 by John Holahan, David Liska, and Karen Obermaer. The Food Stamp datado
not mdicate the wnount of food stamps thal go to elderly and disabled individuals. Instead, the dara indicate the value of
food stamp benelits that go 1o bouschoids including an elderly or disabled person. Thus the full value of food stamp
henetits guing 10 these households are included in the caleulation of the proportion of food stamps benefits that go to
ciderly and disabled people. This leads to an oversiaternent of the proportion of fued stamp benrefits tha go to these
individuals., However, the estitated proportion of food stamp beoefits going to elderly and disabled persons represcats
anly < percent of the estimated 1ol value of means-tested entitlement benefits going w elderly and disabled people.
Sinizariy. the entre vabhue of food siamps that go te househotds that also receive AFDC is included in the calculation 10
determine the proportion of food stamp benefits going o AFDC families. Because some households that receive AFDC
include some imembers who are not a part of the AFDC unit, wbis also leads to an overstatement of the proportion of food
staunp henefies gomg to AFDC families. Finally, it should be notwed that benefus going o elderty and disabled people are
not wholly independent of benetits going 10 AFDC famities. An AFDC househoid could include a inember who receives
SSI. In such a case, tie Funily member tiat receives SST would not be included in the AFDC unit and. therefore, would
not acwally be-an AFDC recipient, but the tamily would receive incorne from hoth the AFDC and SSi programs,
Fortherimere, a louschold that includes an AFDC unit might also include an eldeniy or disabled person who might e
part of the food stamp unit,



Means-Tested
 Eatittemyns

Bentelit or Seryice
Frovided

Table 1 Federal Mesas-Tested Eotitfement Progeamy - 1904

Population Served

VEedicaid

Foud Stamps
sl

Family Support
LIC**

(e funetable ool only)

Child Nutritian

(Mher

health vare coverape

in-kind nutriion
LS FISLANCe

it aid

vash aid (AFLIC) child
suppol cpforce ment,
child care, JOUS

refundithle
coedil

schoal lunches,
school breakfasts,
child care feeding, ci1e

VISR Y E RSN,
stdem loans, and
other spaller prograns

AFDC and 5SS recyients
Fow-mneone childien

“Medically Needy™ persons

[Households widh ivconics
betow 1304 of poveny

Paoor elderly wnd cdhisabled

Poor Fanulies wik chilitren

Prioedily familics with childeen

that have inconwes hehow

28306 Lin 1ax year 1)

Childeen with incomes beluw

185% of the poventy line

1994 Federad

Progeram Spendiag

ms o % ool Toinl

Spending Estithoment Speading

382 hithion

£25 bidlien

824 nilon

317 biltion

511 billon

37 Inllien

54 bifltun

[T

Y 0%

22%

1A%

0.49%

114G

Prograun Spentling

us a1 % of Toud

o Federnt Ouoilayvs

Te of Voo Npending
Thut Goes Fo

AR Revipients

365

L.75%

1.0%

0NG

06

0

4%

-

Y3

datis o pviadsde

data not available

dala nit avilalile

Total:

* Note: An SSIrecipient can not also receive AFDC.

177 biltion

e

However, a fumily nuay include both AIFDIC wnd 581 recipienis. For eaample,

i Hoee person fanuly, two people may be aart of an AFIC case while the third receives SSEdae o gt individual’s disability.

+*Note: The earned incone eredin was expunded under the 1993 Ominibus fudget Reconcilimton Aot fn Tax Year 1990, the expansivns
will be Tubly phused-in. Because most EIC recipionts receive theic eredit after lhing Wiede winui] tad resrns, the majority of the budgetiary iy
af e BIC i foli o Ue Dscal year Jollowing tie tax year. By 1I°Y 19497 e refundable ponion of the 150 s projected to cost 323 billion,

SOURCE: Author's caleulations based on duta froni the Congressional Budget Office, “The Lconomic and Budzet Outiook: Fiscal Yenra 19962000,

“ Jantary 1995,

Estmate: 25%-33%

Yool Program Spendling
Thut Leoes To The

By nndd Bisabled

24

13

EHTIES

Wi

b et wenibable

A

datie et wvailable

Listintuate: JV%- 524,


http:prlljectc.ll

rrom 12 percent to 21 percent of Gross Demestic Product.” This growth is driven pnmarily by
Sacial Security, Medicire and Medicaid. not non-medical means-tested programs such as AFDC
nr food stamps.

. Social Secutity spending s projected to rise from about 4.8 percent of GDP in
1994 10 6.7 percent in 2030 while Medicare spending is projected to rise from
about 2.3 percent of GDP w0 7.7 percent.

. Medicaid. which is means-tested. also is expected to rise as a-percentage of GDP
because health care costs are expected to continue to grow rapidly. In 1994,
Medicaid spending totaled 1.2 percent of GDP 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 GDP (see Figure 1).* There are reasons to
believe that this overstates the actual size of these programs. For example. the
Congressional Budget Office estimates that the sub-category of entitlements other
than Social Secunty, health care, and federal retirement programs will shrink as a
percentage of GDP from 2000 10 2005.

These figures make clear that thoughtful reform is needed to conrol the costs of
entitlement spending. 1t is 2 mistake, however, t0 look toward non-medical means- tested
entitlements as the cuipnt 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
rederal spending, neither is spending on discretionary programs for low-income people. In 1995,
about $63 bitlion was appropriated for low-income discretionary programs -— about one-eighth of
wtal discretionary appropriations. These include education, nutrition, hedith, employment, and
housing programs that target their services or benefits on low- and moderate-income peopie.

3 . " . . -
The Gross Domestic Produet is a measure of the size of the overall economy.

* The Bipartusan Commission on Entitiement and Tax Reform did not compute a separate estimaie of the srowth rate
of non-medical means-iested entitdement spending. The Comimission did project (hat all emittements ather than Social
Security, Medicare, Medicaid, and tederal retirement benefits would grow at the same rate as the economy alier 1999,
o 1994, non-nedical means-tested entitlement spending comprised 60 percent of spending on entitbemens other than
Socud Security, Medicare, Medicaid, and federal retirement paymenis.
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FIGURE 1:
FEDERAL ENTITLEMENT SPENDING AS A PERCENT OF THE ECONOMY
1994 - 2030 .
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Overall support for these programs 15 well below what it was prior to the budget cutbacks of the
carly 1980s.°

While funding for low-income programs has decreased overall. the need for the programs
has increased. Since 1981, the numberof poor people needing assistance has risen. In 1993, the
most recent year tor which data are available, 39.3 million Americans lived in poverty, 7.5 million
more than in 1981, While the number of poor people may have edged down somewhat since
1993, it is cermain 1o be well above the 1981 level.

One way to measure the exient to which funding for low-income discretionary programs
has Kept pace with need 1s 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 18 only illustradve.) The increase in the number of
pcople living in paverty, coupled with the reductions in funding for low-income non-entittement

T Tutab appropriaions for low-income non-entitlement programs are 39 percent befow fiscal year 1981 levels, after
adjusting for inflatnon. Much of this decline, bowever, results from reductions in appropriations for low-income housing
programs. Because housing programs “spead-out” their appropriated funds over many years, this drop in appropriations
hny nex resuited to a reduction in cutays on housioag assisiance programs. Yhen housing programs are removed from
the comparison, the everatl reduction since 1981 tn appropriations for low-ingome non-emitdemeni programs is seven

percent.
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pregrams, has resulted in a sharp reduction in funding per poor person. Between 1981 and 1995,
funding rfor low-income, non-entitlement programs other than housing programs fell by about 23
percent per poar person.”

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 dunng the same period, the ofticial poverty rate has remained virtually
unchanged.,.”.’

To come to a figure of $5.3 tillion, “welfare spending™ has to be broadly defined to
include any means-tested program, including programs in which a significant amount of the
benefits go to families above the poverty line. As noted earlier, such a definition goes far beyond
the common conception of “welfare.” Furthermaore. when considering what such a figure means,
it is 1mportant to place it in context.

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

. Even if one accepts Rector’s definition of “welfare spending,” his figure suggests
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. SSI, and the major
nutrition entitlement proerams totaled about $2 trillion. While this is a large doliar
amouni. it amounts to iess than 1.5 percent of total GDP and about 6.6 percent of
totat federal outiays over that period.”

® For this analysis, the {993 poverty popuiation — the last year for which data are available — was used when
conyidering the level of 1995 discretionary tunding per poor persoun,

7 Rotert Reciar, Testimony before the Subconumttee ot Human Resources of the Ways and Means Commiitee, ULS.
House of Representatives, January 13, 1995,

* 1 this section, all doliass are presented in 1993 doilars using the GDP implicit price deflator. By using 1993
dollurs, the numbers are comparabte o those used in Rector’s iestmony.

? The Congressional Budget Ottice mandatory spending category entitled “Family Support” was used for the
calculation of totd AFDC spending. The Funily Support category includes AFDC cash payments as well as the child
{continued...)



. Spending on AFDC alone over this 30 vear period totaled less than 1.5 percent of
federal oudays.

Rector also suggests that this spending has been of little worth because he claims the
offictal poverty rate has remained virtually unchanged since the War on Poverty began. This
statement 1§ 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 benetits are not counted in the otticial
measurement of poverty, the eftects 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 ofticially measured poverty.
Similarly, Medicaid does not increase a recipient’s cash income, but it does provide an important
service and should not be considered a “failure’” because it does not affect the official poventy
SLalsHics.

Moreover, many programs that assist low-income people were not designed to foster selt-
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 does not directy reduce the official poverty rate. The WIC program provides coupons for
specific foods 1o low-income pregnant and postpartum women, infanis and children under age
five. To be eligible for WIC, low-income women, infants and children must be found to be at
nutritional risk for medical or dietary reasons. WIC is widely regarded as one of the most
successtui of ail federai programs. A multi-year, national evaluation conducted by the U.5.
Deparunent of Agriculture during the Reagan Administration found that WIC markedly reduces
infant deaths. fow birthweight, and premature births. WIC also is associated with higher
immunizagon rates and increased use of prenatal and pediatric care.'®

Also of note, some programs that do provide cash assistance provide benefit ievels so low
that they reduce the severizy of poverty but do not lift households our of poverty. The average
AFDC family of three receives maximum benefits equal 1o 42 percent of the poverty line. Evenif

9 .

{...continued)
support enlorcement progrun, vmergency assistance, child care expenditures for AFDC recipients, and the “at-risk™
child care program which provides chiid care subsidies to low-income working tamilies,

% While Medicaid and WIC do not reduce poverty directly, Wese propruns may reduce poverty in the long-run. For
exaimple, by improving the health status of children, these progruns may enable children to learn more effectivety and to
zrow up Lo be more productive workers. It is impossible to predict what the povcrty rate would be today if such
programs had not been impleinented.



one Uses an unofticial measure of poverty that considers the value of noncash assistance such as
rood stamps, free school lunches, and housing aid in addition w cash assistance such as AFDC or
SSIL 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 litted above the poverty line by cash assistance,
rod stamps, and housing aid in 19927 These programs, however, reduced the depth of poverty
for many more peor people. In tact. these benefits reduced the “paverty gap” -~ the total amount
by which the mcomes of poor families tall below the poverty line — by some 42 percent in [992.'

In addition, it is not accurate 1o portray the poverty rate as remaining “virtuaily
unchanged” since the War on Poverty began. When strong economic growth, leading to real
wage growth across the income distribution, was coupled with more generaus antipoverty
prugrams, poverty did respond. Between 1664 and 1973, the paverty rate fell from [9 percent 10
L} percent, and the number of poor pecple dropped by more than 13 mitlion.

Since 1977, however, the paverty rate has drifted upward. in 1977, some 1 1.6 percent of
the population was poor. In 1993, the poverty rate stood at 5.1 percent. The years 1977 and
FYU3 are appropriaie years iy compare because they came at similar points in the economic cycle.

The mjor factor tehind the upward drft tn poverry appears to be fundamental shifts in the
economy and not excessively gsenerous anti-poverty programs. Since the late 1970s, falling wages
und declining job apportunities for jower-skilled workers contributed to rising poverty rates.'?

. fn 1979, some 2.1 percent of full-ime vear-round workers earned too little to litt
a family of four out of poverty (1977 data are not available). By 1993, some 16.2
percent of these workers had eamings this low. The average hourly wages for
NON-supervisory jobs also fell by t4 percant from 1977 to 1993, after adjustng for
tnflaton.

o this wralysis, the vajue of food stamps and housing assistance are considered income. This is nol the way the
alTicial poverty staustics e cilculated by the Census Bureau. The data presenied on the antipoverty effecuveness of
rteang-tested prograuns are based on information i the 7994 Green Sook, U.S. House of Representatives, Committes
un Ways and Means, pp. 1171-2,

= The poverty gap is calculated by ndding together the amount by wilich every poor person’s inceme fadls below the
poverty e,

P For discussions of the inporiance of declining wages and increased income inequality on poverty rates., see “Why
Were Poverty Rates So High In The 1980s,” Rebecena Blank in Poverry und Prosperity in the USA in the Late 2(th
Cenpury, Demitrt Papadimitiou and Edward Wolff, eds., and “D¢ Today's High Poveriy Rates Reflect Ecovomic or
Demographic Changes,” Sheldon Danziger and Peter Gouschadk, presented at the Association for Public Policy Analysis
ang dManagement, Annual Research Conterence, Qctober 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 famities were poor.

In additton to declining labor market prospects far those at the bottom of the income
spectum, changes in family siructure have contrbuted to the increase in poverty. Female-headed
famifies were both a larger proportion of all families and of poor families in 1993 than in the jate
1970s. Atthe samue ume, however, the eftect of the growing number of female-headed families
on poverty rends 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 aresult of these and other trends, the proportion of poor people living in female-
headed families has remained fairly steady since the late 1970s. Census data show that 37.2
percent of all poor people lived in female-headed families in 1977, In 1993, this figure had
increased only modesty 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 poverty by cash benetits.™ In 1979. nearly one in five children who was poor before
receipt af cash benetits were lifted from poveny by them. (These data are not available for 1977}

What is the Vaiue of Benefits Provided to AFDC Families?

There is often confusion surrounding the issue of the value of benetits families on AFDC
receive. with some claiming that these families receive typically receive benefits totaling $15,000.
The income most recipients have te meet their basic needs is, in fact, modest, leaving families well
below the poverty 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.”” Nearly three-quarters of all
AFDC families included three or fewer members.

" This decline in the proportion of children raised from puverty by governmeat benefits is likely to reflect the
combined clfect of benetit reductions and wage erosion. Declining wages left many working families with children
further below the poverty lige, thus reducing e chances that the combinalion of wages and government benefits would
lift them to the poverty line,

P This was calculated hy taking the weighted average of he maximmun AFDC benefit levels for a family of three in
cach stawe in 1994, The number of AFDC families with three meinbhers in each state in 19392 (the last year for which Lhe
dat are available) was used as the weight. The weighted median maximum AFDC beniefit for a farntly of Lhree was a
very sirnilar 5420 per month. The weighted average of the maximum AFDC henefit for a Family of three is higher than
the maximum beoelit in the median stare. In the median state, the maxiinum AFDC benefic for a family of three equals
5366, The weighied average tigure is higher hecause a number of larger states such as California have higher-thap-
average benefit levels. Furthermore, the higher a state sets e AFDC maximum benefit fevet, the more families will
meet the eligiblity crteria
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. Most AFDC families also receive food stamps. A family of three that received
$415 in AFDC benefits swould receive about $249 in food stamps. '

. Togetner, an average AFDC family of three receives a muximum of $664 per
month. or 37,968 per year. in food stamp and AFDC benefits. This represents
two-thirds of the poverty line.

. Averuge AFDC and food stamp benefits combined have tallen 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 recipients are “catecorically eligible™ for Medicaid.

Medicad provides an important service to AFDC families. However. it 1s inappropriate to
count Medicaid costs as “income™ for families on AFDC. Medicatd pavments go to doctors and
hospitals. not AFDC recipients, and cannot be used to meet busic expenses such as food. shelter
and clothing. Furthermore, o family that has numercus medical problems and, consequently,
produces higher Medicaid ¢osts tor the government does not have mare “income™ with which to
pay rent than a similar family receiving AFDC that does not have such high medical expenses.
fncluding Medicaid in the calculatons of the income available to AFDC recipients would be
inconsistent with how other health assistance is described; most empleyed individuals do not
consider the value of their employer-provided health care coverage when stating thetr income
level. And few favor including the value of such coverage in their taxable income.

In addition 1o Medicaid, some AFDC families receive nutrition assistance through the
WIC program. the School Lunch Program, the Low-Income Home Energy Assistance Program
(LTHEAP), and subsidized housing. Unlike Medicaid {which provides medical insurance), these
programs wre more like cash assistance — they help families meet monthiy budgets. But benefits
n WIC, the school lunch program, and LIHEAP are modest. And while housing benetits are
larger. most AFDC families do not receive them. Only one-quarter of AFDC recipients receive
housing assistance. AFDC recipients may participate in other programs, such as education or
raining programs, but these do not typically provide cash or cash-like assistance.

The three-quarters of families receiving AFDC who do not receive housing assistance
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
receives WIC, free school meals. and LIHEAP. When one factors in the average amount that

' This fieure was calculated uging the average shelter deduction for food stamp housebolds that adso receive AFDC.
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AFDC tamilies receiving nousing assistance appear o save on housing costs. even these families
remain below the poverty line."”

Conclusion

While many pointta govemment spending on low-income pfogru.ms as the cause ot riging
eatitlement costs and budget deticits. non-medical means-tested programs are not expioding in
cost nor do they provide excessive benefits 1o poor tamiies. Nearly all agree that the weltare
systern needs fundamental reform. but misperceptions about “welfare” spending should not drive
the policy debate. :

7 Anavernge AFDC family of three that received housing assistance wouid pay an estimated $100 per montl: for

housing related costs. The average U.S. household with income between 35,000 and 310,000 spends 3345 per month
on housing, Thus, at first glance the housing assistance appears to effectively increase the family’s income by 3245.
However, because toed stamp benefits are partally determined by a family's housing cosis, e food stamp benafits of a
typical AFDC family of three that receives housing assistance would be reduced so that the hiousing assistance effectively
raises an AFDC family’s income by an estimated 206 per month.
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 WORK FIRST: - o
A Proposal to Replace Welfare With an Employment System -

By Will Marshall,‘ Ed Kilgore, and Lyn A. Hogan . i
T | ’ !
Wxth each passing day, it becomes clearer that welfare reform cannot be ‘
achieved by the old Democratic prescriptions or the new Republican nostrums. Thus |
far, neither side has produced & plan that meets the goal overwhelmingly supported |
by the American public: helping welfare recipients achieve self-sufficiency through l
work. This concept proposal is intended to fill that crucial gap. '

President Clinton’s 1994 welfare reform proposal aet the right goal but did not
chart a clear path to reach it. By imposing a two-year limit on unconditional cash
assistance, the plan ended welfare’s status as a permanent entitlement and created a
powerful incentive for its recipients to work. But the White House blueprint did not
include a practical means for moving welfare recipients into jobs: Instead, it
maintained and even expanded the existing welfare bureaucracy, pumping more
money into education and training programag that have largely failed to connect
welfare recpients to the world of work and responsibility. While the Clinton plan
offered states 31gmﬁcant new latitude to puraue previously tested reforms without
goiug through the cumbersome waiver process, it did not go far enough in '
empowering the atates, the private sector, and welfare recipients themselves to ﬁnd
imaginative new solut.tons to welfare dependence.

Though GOP leadera dismiss the President’s proposal as insufficiently bold,
they cannot even achieve agrsement on the objective of welfare reform. Republican
efforts to craft legislation will sither succumb to internal divisions—or achieve unity
at the expense of genuine reform. In either event, Congress needs a clearly focused
alternative that builds on public support for work-based welfare reform and supplies
the resources and incentives to ma.ke 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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other GOP leaders, especially among governors, oppose any national reform of the
welfare aystem, contending that states should take the lead with a minimum of
fedoral 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 announcéd in éarly J anuary by House and
Senate GOP leaders appeared to endorse the Republican governors’ strategy for
reform, explicitly abandoning any national goal for welfare reform other than.

~ reduced federal apending and total latitude for atates. 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
training-—all key building blocks for any strategy to "make work pay" for welfare
racipients. '

But the various House committees charged with implementing the overall
block grant plan are steadily subverting the promised atate 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, even in the supposedly focused and disciplined House, Republicans
cannot produce a logically compellinig or internally consistent welfare reform
package. The amorphous legislative product will likely be "block grants” without
flexibility, and an assault on benefita for immigrants and illegitimate children that
may not survive the Senate-with only a rhetorical nod toward work without any of -
the resourcee or mechanisms needed to make work available.

The one element of the Republican package that will undoubtedly emerge
unacathed is the block grant funding principle: converting welfare-related programs
from entitlements to discretionary programe with funding levels arbitrarily frozen. In
the absence of any national commitment to fundamental change in the welfare
system, this step represents little more than a shift of power from federal
bureaucrats to state bureaucrats, done on the cheap. The dismal result is likely to be
phony welfare reform achieved through phony devolution.

Refocusing Walfare Reform on Work

Welfare reform is too critical a task to be sacrificed to Republican digunity on
goals, or Republican axpediency on cost. But the President’s 1894 proposal, welcome
a8 it was a8 a step toward work-based reform, is an inadequate alternative that
supplies too fow bridges between welfare recipients and private labor markets, and
{00 many detours into income maintenance or ineffective education and training
programs.
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The Progresawe Policy Institute (PPI) Work Firat plan aims to convert welfare
into an employment system through three main steps

(1) Abolish both Job Opportunities and Basic Skills (JOBS)—the primary
federal education and training program for welfare recipients, created by the 1988
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 goa] for public assistance recipients;
(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) all recipients of public assistance should perform some work, with
community service as a fallback. In effect, the time limit for i income maintenance
would be zero.

¥

. {22:Pool AFDC and JOBS funding, calculated by the current formula but with
a single match rates, to create a performance-based grant that offers financial
rewards to atates that succeed in placing and keeplng welfare recipients in full-time,
unsubsidized private sector Jobs

(8) Give states ﬁnancxal incentives to convert a portion of their employmént
system dollars into job placement vouchers that welfare recipients——as wall as
fathers of children on welfare who might contribute to family support through
work-may use to purchase welfare-to-work services. Such services would comprise
job placement and support, rather than education and training. By putting

'purchaging power directly in the hands of welfare recipients, vouchers would help-
stimulate a competitive market for job placement and draw private as well as pubhc '

investment.

The PPI proposal promotes real devolution of decision- making on 1 welfare

- — .l""""" L T Dl i T R i SRS DL SR P DR

transforms income maintenance and education and training programs inte a single
flexible, performance-based grant that allows atates to design individual benefit
packages targeted to what each recipient needs to quickly enter the workforce. It
also strongly encourages the use of job placement vouchers to bypass federal and
state bureaucracies and place resources directly in the hands of welfare recipients.
This approach supplies unprecedented flexibility to respond (o local economic
conditions and program characteristics; moreover, it also gives the federal
governument a potent lever for reinventing social policy in ways consistent with the
broad public consensus for programs based on work and reciprocal responsibﬂityl.'

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 private sector job
opportunitios—and where necessary, community service work—as soon as possible,
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the new syatem renders such actlon-forcmg devices as time limits less significant, .
and perhaps even redundant. The presumption would be that the proper time lm'ut
for income maintenance or education and training prior to job placement ig not two
yeara or five years but zero. In addition, the proposal would allow states to begin
addressing the “missing link" in welfare reform—abaent fathers—by offering job
placement services to noncustodial parents as part of an overall effort to create non-
welfare streams of family income.

The "Work Flrst" Arcpite cture

The first step in work-based welfare reform is to puf work first, changing the
current system’s incentives to make permanent employment in private sector jobs
the paramount and immediate goal for every able-bodied recipient of public
assistance, with serious community service work as a fallback option when
necessary.

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 education and training programs produce only marginal results, at
best modestly increasing earnings and doecreasing welfare costs. A recent General .

Accounting Office report on JOBS also concluded that it 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 for 19 percent of all job placements while serving only 4 percent of:
the state’s caseload.

Private organi zat;ons are reinforcing the case for emphasizing job placement
over education and training. Examples include nonprofit organizationsisuch as
Project Match in Chicago, as well as America Works, a for~proﬁ1. company that has
placed more than 5,000 welfare recipients in private jobs at various sites around the
couniry. The Work Firat system envisions a healthy competition in welfara-to-work
services among public as well as private entities. Other options might include
temporarily subsidizing private and public sector jobs with cash and food stamp
benefita paid out as a wage as Oregon has done in its JOBS Plus program, and
converting job training funds to loans for mlcrobusmesses

The Work First Employment System is based on the premige that the vast
majority of those receiving welfare are capable of working if given the opporiunity.
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. The
gystem must change. The Work Fu-st system raquires that everyone who can work,
will work. :

O
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The Work First philosophy assumes that labor market.s can absorb welfare
recipients if the right supports and links to employers are in place. According to
Gary Burtless, a prormnent labor market aconomist with the Brookmgs Institution:

With roughly 7 million jobleas 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."

Employers can accommodate a new supply of low-skill,‘-low-cost labor. But we
need an employment aystem that builds a bridge between this potential demand and

' the welfare recipients that can supply it.

The followmg element.a make up a Work I‘\rst Employment System:

. The new employment gystem would replace the AFDC 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 design individual benefit packages targeted to what each
recipient needs to quickly enter the workforce.

. The new system would give states flexibility Lo deslgn syst.ema that put
. maximum pressure on welfare recipients to seek employment, but it would bar
them from preemptively disqualifying any category of recipients currently
eligible for aid, including teen mothers and immigrants. Howaever, states .
would have the latitude to make raceipt of assistance conditioned on
compliance with its rules (e.g. sanctions for nonwork, time limits, etc.).

. The federal match rate for implementing job placement voucher programs
would be set at a higher lavel to encourage states to pursue vouchers over
* . other strategies, thus increasing the match rate for dollars pu! into vouchers.
States would receive a cash bonus equivalent to six months of federal funding
- (i.e., savings) for each welfare recipient placed in an unsubsidized full-time,
private sector job for six 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 or case team to determine individual needs. A screening process
would divert those deemed immediately employable from the Work First
system. No unconditionial aid would be granted. At any point, a recipient who
turns down a private sector or community service job would be denied access
to further employment services. Severely disabled applicants deemed
unemployable would be moved to the Supplemental Security Income program.

~
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(1)  Those with ghort-term, one-time emergenmes end immediate
employment prospects would receive Temporary Emergency Aid (also
called “grant diversion"). 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 sysbem 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 contract” 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 alcohal 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 perform some
community service work, :

(3) The Work First employment system would offer job placement services,
but not cash assistance, to the 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 f'almhes to stay together
or reunite.

" A atate could choose to refer recipients to either priva‘té intermediaries
offering job placement and support services or to state employment officos
offering similar services.

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 privata
gactor work, Placement and support organizations would receive payment in
fult for pen’ormance only; for example, once a recipient has been placed and
retained in a full-time, unsubsidized 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 six months of job retention. State employment
agencies could provide job placement and support services in competition with
private intermediaries. Job placement organizations, whether private or

6
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public, would have a strong job development component as well as follow-up
support services to help people stay in their joba. '

Job Pl.ncé‘ment Vouche;s

By giving job placement vouchers. directly to re’cipiénts states could tap into
and build a growing -market for public and private agencies prowdmg placement and
support BErvices.

Job placement vouchers 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 they
need a particular service. The job placement voucher proposal is aimed at
significantly cutting long-term public coats by moving those on public assistance into
productivi-private sector jobs. A strong federal commitment to a feasible job
placement strategy is much more cost-effeclive than any short-term block-and-cut
approach that abandons federal responsublhty for welfare reform without supplying
incentives to work.

Btates would mdlwdually set their voucher rates and develop a list of service
providers eligible to redeem the vouchers-~including placement agencies and private
emplovers. The list would be made -available to welfare recipients who enter the
employment system and have complsted intensive job search. Recipients would uge
the lists to make their service choices. A voucher would offer recipients quick access
to placement and support agencies such as: America Works in New York; the Good
Will Job Connection in Saragota, Florida; high performanca, state-run job placement__
programs such as the GAIN initiative in Riverside, California; temporar}' private
‘sector work experience supplied by employers and subsidized with income assistance
and a cashed-out food stamp benefit; microenterprise training prograrns and other
employment-based services.

In a full-fledged application of the voucher approach, state welfare
bureaucracies oculd be transformed into agents for job placement in two ways: by
performance incentives accompanying federal funds, and by direct competition with
~ private providers for voucher benefits. -

Additional Elements of a Work First Strategy for Welfare Reform

Aside from changing the incentives of the system from income maintenance
and education end training to job placement, several other steps are necessary to an
overall Work First strategy. Iirst, we must make work pay more than welfare, and
recognize that.any work-based reform of welfare is inconsistent with “on the cheap"
approaches that make public assistance more attractive than private sector jobs.

. F@a
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The current system offers most rec:plents a package of welfare benefits worth
thousands of dollara more than a full-time minimum wage Job Asset limits and
welfare reductions for carned income penalize work and savings. To ensure that
work, not welfare, is the rational choice for men and women alike, even entry level
jobs must always pay more than the package of available welfare benefits. Raising
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
right approach: a $21 billion expansion of the earned income tax credit, a diract
subsidy to low-wage workers. Other changes necessary to make work pay include
toughening child support enforcement, expanding child eare support for the working
poor, and providing health care subsidies to low-wage workers.

Second, we must develop an empowerment strategy to encourage the poor to
build personal capacities and assets, replacing the paternalistic welfare bursaucracy
as the primary source of income in impoverished communities. To encourage asset-
based policies, we must promote saving and remove barriers to asset building, such
as welfare’s limits onn how much people can earn or save, and housing rules that
raise rents as incomes rise. Individual Development Accounts (IDAs) for Jow-income

families are a particularly promising device. Like Individual Retirement Accounts for.

the middle class, IDAs would bé tax-favored, annual contributions used only for
college, home ownership, retirement, and small business start-up. Individual
contributions could be matched by government, churches, community groups,
businesses, and unions.

With adequate asset levels in place, we can pursue policies such as :
microenterprige that promote. self-employment by making loans for small business.
Based on successful lending projects in developing countries, U.S, microenterprise
ventures tap the latent entrepreneurial telents of poor people, especially women, who
face limnited options in formal labor markets.

Third, we must improve child sup‘port eﬁfomement, both to supply non-
‘welfare streams of income to children on public assistance and to reinforce the
responsibilities and benefits of parent.hood especmlly among fathers of children on
welfare

America’s poor children deserve the support of both parent.s Yet government
estimates show that families actually collect less than one-third of the court-ordared
payments to which they are entitled. Toughening child support enforcement and
allowing mothers to keep a larger share of child support pay'ments should
" dramatically inerease collections. This will reduce public welfare coats and give
mothers another source of income, 80 that even part-time work may be enough to lift
them out of poverty. PPI's Work First strategy would require mothers to establish
paternity at birth as a condition for receiving public assistance, improve collection
and enforcement of child support orders, and offer access to the employment system
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(but not cash benefits) for thoss non-working fathers who are delinquent in their
child support payments.

Fourth, we must adopt a comprehensive strategy to ﬁrevent teen
pmgnancy—combmmg unambiguous condemnation of irresponsible child-bearing

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

PPI urges leaders in public and civic life, as well as in the media, to launch a
national campaign to 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
unmarried teen mothers, hold fathers accountable to their children, and ensure more
swift and certain pumshment for sexual predators. At the same time, we should

replace sslfare’ s perverse rewards with a new set of positive incentives for young
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Most import.antly, PPl anvisions a shift in the primary responsibility for
reducing teen pregnancy from government to community institutions. For example,
we propose creating a network of community-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 achool and
raise their children. This would provide an allernative to teen mothers’ setting up
separate households or remaining in their parents’ homes if those homes are unsafe -
or unatable, But it would stop short of punishing teen mothers by denying them

 public supports altogether, as House Republicans have proposed.

Conclusion

_ Genuine welfare reform can occur in this Congress, but only if the debate is
refocused on work-based reform and practical ways to link welfars recipients with
real-life work options. The Work First Employment System is designed to turn the
incantives of the current 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 stratagy, the new system could help deconstruct
walfare and build a new empowerment strategy for poor communities and their -
citizens.
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Changes in Fedarnl Law Needed for a Work First Employment ;
, System

Existing AFDC and JOBS programs would be abolished
and replaced by a single performance-based grant offering
financial rewards to states that succeed in placing and
keeping reclplents in private sector jobs.

All who would be sligible for the AFDC system under
current rules would remain eligible, including teen
mothers and legal immigrants; states could offer _

e noncustodial fathers job plncement and support services
" but not cash benefits, .

States would recelve funds previously available through
AF¥DC 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 diversion” program of a one-time emergency
payment to those with immediate employment
opportunities needing only temporary assistance to see
them through their emergency. States could require a job
search before offering placement opportunities to
recipients who are not "diverted" from the system.

Any funds used by states to endow job placement vouchers
would be matched at a higher rate, plus states would
receive six months worth of foregone federal payments
(i.e., savings) for each full-time unsubsidized job :
placement, as long as each recipient is placed and retained
in the job for six months.

States could at any pomt require community service work
- from reclpients enrolled in the Work First Employment
System.

10




DRAFT FOR DISCUSSION

January 31,1995

introduction

Many recent 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 desirabie 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
faid 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 the 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 'assistancewduring
periods of unemployment, illness or family crisis and to assure that children are not
harmed in the process."

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




A)

* Moving Families Qut of Poverty Through Work

* Promoting Parental Responsibility for Support

* Preventing Poverty through Education and Responsible Parenting
* Provision of a Safety Net for Children

‘Each of these broad National Interest Objectives would be further
circumscribed, 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 Performance Informatlon

) The primary use of performance |nformat|on would be for public accountabltlty
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 years after the fact

C. Can States reduce their financial input while retaining federal funding? s there
a maintenance of effort prowsmn" Wwill there be State matching of federal
funds?

D. What provisions are needed to prevent states from shifting costs to local
- governmeants 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 lncentwes’? (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?

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



How do programs that are block granted interact with other government
programs? {e.g. AFDC recipients are categorically eligible for Medicaid.) [f
States ‘can determine eligibility under the performance partnership,. how would
Medicaid eligibility be determined?

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?

“Would any provision be needed to address the issue of recipients Ieavlng one

State for another in search of better benefits and services?
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Welfare Reform Performance Partnerships

Natiocnal Interest Objectives, Performance Measurement Cateqorles and_ Performance

Indicators

A, Work (moving families out of poverty through work)

Persons ieaving for work :

-- percent of caseload receiving better than $X. OOIhr 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 a0 daysl1 year/ 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)

-- marriage rates

Education

" -- number of people completing high school

-- number of people enrolled in schoo!

Responsible Parenting
-- teenage pregnancy rates

-- out-of-wediock birth rates



January 31, 1995

Provide a Safety-Net (ensure temporary assistance and basic needs of children
for food, shelter and other essentials are met)

Homelessness and Destitution

-- measures of homeless and soup kitchens

-- use of shelters B

-- indigent use of emergency rooms

-- reports of need by charitable organizations

Child Poverty ,

-~ children living below the poverty line, or below 60/75% of the poverty
line ‘ ' '

- Child Neglect and Abuse
- == number 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 PERSONAL RESPONSIBILITY ACT

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

Authorizes an appromfation of $35.6 billion in fiscal year 1996.
Eliminates all uniform national standards.

Gives States broad discretion, provided:

.- No more than b percent for administration

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

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

Eliminates USDA’s authority to donate commaodities.



CONSEQUENCES FOR FOOD ASSISTANCE

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

Q

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

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.

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.

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 & million food stamp recipients in fiscal year 1996,



CONSEQUENCES FOR NUTRITION AND HEALTH

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
yvear are linked to diet and activity patterns.

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

0 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,

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

0 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.

0 The Act would also threaten the key components of WIC,



CONSEQUENCES FOR FOOD, AGRICULTURE, AND THE ECONOMY

By reducing federal support for food assistance and converting all ramaining food
assistance to a block grant, the Personal Responsibility Act could lower retail food
sales, reduce farm income, and increase unemployment.

o In the shoart-run, the bill could reduce retail food sales by as much as $10 billion,
reduce farm income by as much as $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 than $1 billion. The food processing and distribution
sectors would lose as many as 83,000 jobs and $9 billion in output.

0 The economic affects would he felt mo§t heavily.in rural America. in both the
short- and long-run, rural areas would suffer disproportionate job losses.
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CONSEQUENCES FOR STATES

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

o)

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

All States would eventually fare worse than under current law.



Table 1 -~ Historical {llustration of Food Assistance Block Grant
(Dollars in millions)

With Initial Reduction *

Without Initial Reduction

Actual Adjusted Difference Adjusted Difference
Year Food
Assist Block : Block

ssistance Grant Total Percent Grant Total Percent
1989 $21,697 | $18.941 | -$2,756 -12.7 | $21,697 N/A N/A
1990 24,778 20,660 -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 | -12,5564 -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 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 Frice index for Food at Home in the preceding
year {ending on July ? for population and in May for the CPI).

-

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 1396

{Doliars in millions}

South Carolina

Level of Food Difference
Assistance
State-
Current Proposed Total Percent
Alabama 818 713 - 105 -13
Alaska 97 84 -13 -13.
Arizona 663 554 - 109 - 18
Arkansas 422 403 -19 -4
California 4,170 4,820 650 16
Colorado 412 417 5 1
Connecticut $297 $248 - 549 -17
Delaware 92 58 .34 -37
District of Colurhbia 137 85 - 52 -38
Florida 2,194 1,804 - 389 -18
Georgia 1,208 934 -27% - 23
Hawvaii 215 198 -17 -8
idaho 127 176 49 38
lllinois 1.741 " 1,483 - 258 -15
Indiana 713 691 - 22 -3
lowa 297 266 - 31 11
Kansas 307 270 - 37 - 12
Kentucky 740 582 - 157 « 21
Louisiana 1,141 - 765 - 375 -33
Maine 188 167 - 21 - 11
Maryland 576 404 -172 -30
Massachusetts 608 577 -32 -5
Michigan 1,390 1,109 - 281 -20
Minnesota 508 490 -18 -4
Mississippi 730 503 -127 -17
Missouri 810 754 - 56 -7
Montana 111 140 29 26
Nebraska 187 175 - 12 ]
New Hampshire a9 94 5 5
New Jersey 836 704 -132 -16
New Mexico 361 KA - 40 -1
Nevada 145 150 5 3
New York 3,101 2,661 - 440 -14
North Carolina 330 849 - 81 -9
North Dakota .86 76 -9 -11
Ohio 1.768 1,287 - 48 - 27
Oklahoma 528 47% - 83 - 10
Oregon 410 346 - 64 -16
Pennsyivania 1,617 1,465 - 152 -9
‘Rhode Island 128 101 -27 - 21
602 546 - 56 -8




Levei of Food * Difference
Assistance
State }

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 560 | 444 -216 -33
West Virginia 405 308 - 86 - 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.
Subzozals will not equal grand total because some States fall into
more than one region.

Total includes the Commonweaith of Puerto Rico, other territories
and outlying areas, and indian Tribal organjzations,

-

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



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:

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

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

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

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

0 Personal Responsibility--To promote personal Independencé and responsibility.

0 Program Integrity--To warrant public trust.
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WASHINGTON. D.C, 20201

H /('lc o THE SECRETAAY OF MEALTH AND HUMAN SERVICES

JAN 19 1985

MEMORANDUM FOR THE PRESIDENT

SUBIECT: Block Granting Incorne Security Programs

As many of us expected, the Republican welfare strategy has shifted yet again. Their initial
bill from last year included training, timme limits, and work requirernents, and was similar in
important respects to our own. The bill included in the Contract with America is mostly a
“plan that penalizes poor families and' children by highly restrictive (some would say
‘dexctlve) eligibility rulés ard arbitrary cut-offs with no additional suppoits t© help people
- -get off and stay off welfare. Now they are moving toward a third strategy, converting many
" dormeéstic programs, many of them entitlements, into dlscreuonmy block grants a.'nd leavmg
welfare réform to the states in a grand bargain with the governors. :

We believe this may be a deﬁning issue for your Presidency. The proposal you submitted
last year has as its geal a natenwide 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 contrdst block grants largely abandon the hope of bold national
change roward a welfare sysiem more in keeping with the nation’s values. Moreover, block’

- grants would feprc:sent a profound and largely irreversible change in-the policies designed to
-support low income families. In the end, we fear real welfare reform would not be
achieved, and that both states and low i income families could be far more viinerable as a
result of such a plan. N

The Emerging Republxc:m Proposa]

Although their proposal is comtinvally evolving, it appears that Republicans in Congress and

selected Republican govemnors are currently discussing an alternative that creates three block

grants, 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 most dramatic change
~ from current policy involve cash assistance and food stamps. The proposal appears to have

the following clements: :

o  fixed federal fundmg with annual ‘spending caps “for the programs mcluded in
the block grants (not a "swap". of both fiscal and programmatic responsibility);

o  a shift from entitlement to discretionary status within the federal budger, with
' the implicarion that the annual spending caps come under the overall
d1scrf:uonary spending caps u'nposcd by the budget and thus compete w1th all
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other discretionary spending;

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

formula based on state spendmg on.the programs in a base year, perhaps with
some adjustments over time;

o  dramartically increased ﬂexibili'ty for the states in administering these
" programs, including the freedom 1o eliminate any state matching 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 the establishment of the

- AFDC program in 1935 and the food stamps program in 1965, every needy family or

- individual who meets the requirements for the programs. has been entitled to ges help. The
federal governsien: has automatically adjusred its funding-of these programs as the economy
moved up and down and has matched state contributions to ensure that this commitment to
support for the needy is a genumely shared responsibility. And while the 1988 Family
Support Act placed new requirements and responsibilities on individual recipients, it retained - -
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 virmally complete autonomy to

decide who gets support and when, along with the complete fiscal burden for any. spendmg
above the grant.

The Appeal of Block Grants L
~ There are obvious advantages to changing the nature of the prog'rams 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 enormous 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 peeds,
circumstances and budget constraints. There are powerful and legitimate arguments that the
- Federal government has been t00 prescriptive and that the wide array of programs and rules
has created needless bureaucracy and sometimes counterproductive itnpacts,

A second ¢lear appeal of converting welfare into discretionary block grants is that it shrinks
the federal government and controls federal costs. The proposal climinates several
entitlements and subjects the programs to the increasingly tight appropriations process; it can
generate clear and immediate savings through direct budget cuts 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 similar to ours (giving you considerable credit), nor do they have to adopt
the divisive and draconian plans that the most conservative members of their pa.rty axc
proposing.

Block grants could hold some appeal for our administration as well. In some respects they

" . appear superior to the draconian cuts the Republicans have on the table now. And they seem
consistent with your strong cormmtmcnt lo 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 soc1a1 welfare

‘$ystem. But 2 national system has a critical role to play in rcm.‘forcmg, protecting and
supporting families struggling to achieve independence and in supportmg and protecting

states. - As discussed below, block grants fail to protect vulnerable children, will not result in
real welfare reform, and will not protect the states from economic changes. And eliminating

‘the entitlement status of SSI, Medicaid, and food stamps along thh AFDC will put mﬂllons
of elderly. disabled, and working poor Americans at risk.

; Endmz_Wclfare As We Know It

- The current welfare system reinforces many of the wrong values and desperately needs to be
transformed 10 emphasize work and responsibility. The federal governinent is cerainly

culpable in the current mess. But the states are equally responsibie. Simply passing thc
buck 10 the siates is not welfare reform. -

o Stares could do considerable reform now, but gfforts in most have been modest. The
states have had the flexibility through state options and waivers to fundamentally
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 participates in :he JOBS program each
month.

o' In the past, 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
perfermance. Your own leadership on the Family Support. Act, for example, can be
credited with starting state-leve! welfare reform. In areas from paternity
establishmerir, to reduced error rates, to welfare to work programs, the history of

- reform is that the bulk of the states got serious ondy after the federal government
insisted on unprovements :

0 Because many states face very tight 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 continuing bépefit
payments rather than spending new state money to pay for training and support
services. [t is often cheaper in the very short run just to write checks than to invest
in trainung and job placement. The experience with the Family Support Act is quite
revealing. Even with a very large federal match, many states did not draw down
their entire allocation of JOBS money. They almost universaily gave the reason that
their budget simation 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 statés have been slow to change are many, but part of the problem involves
resources and resolve.. Fundamentally transforming welfare is difficult, unpredictable,
inttially costly, highly controver51al 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 intersiare component require some federal role. Some 35% of
child support enforcement cases involve interstate claims. Only a national
clearinghouse and tracking system can really do anything about such claims.
Similarly a systern of welfare where one state imposes time limits and another offers
training while a third pays cash zid indefinitely plainly invites the needy to move
between jurisdictions as benefits expire or requirements become serious.

o Without a federal vision and framework, it !'3 hard to achiev"e ary accountability.
Waste and fraud are nearly impossible to track in a few-stnngs—attached block grant
where each state has 1ts own wildly different program.

o Loss of a fede‘ral srake could Iead to reduced commitment to (raining, child support -
“and other activities. Currently when the federal government spends money for child
support enforcement or job training, it shares in any reductions in AFDC payments
that are achieved because the program is a state and federal partnership. Unless the
block grant will be reduced when child support collections rise or caseloads are -
reduced by training, there will be little direct fiscal benefit to the federal government
from investing in child support or training. Thus the imperus for federal support for
‘these activities could shrink. : :

Pr‘otécitiflg.SLates from Recession, Inflation, and Demographic Change
One of the least understood and most important benefits of the current federal role is the

. considerable protecrion it offers states ducing times of recession, inflation, and demographic
: change :

-0 Federal entitiement paymenzs for Food Stamps and AFDC are auromanc srabzllzers
" When the economy dips 1 in a state, federal dollars automatically move in early in ways
that help maintain the economy and protect citizens. It is not uncommon for
caseloads to tise 20 or even 40 percent in a year or two as a recession hits. The
federal government pays an average of 80% of the benefits of AFDC plus food
stamps. A block grant 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 full
cost of support for all the newly needy recipients. States may be forced to cut back on
support at-a time when privite resources, both those of families and those of pnvate

. 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,

0 Entitlement payments automatically adjust for demographic shifts. Demographic
- changes ¢aused by migration and immigration can radically change the pdpulation
base of a state over time. States hke Florida and California 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 stales. A block grant could leave
them quite vulnerable. - Just how quick and serious the effects of recessions, dernographics,
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‘and inflation can be are shown 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
percent and 0] percent of their federal dollars in FY93. Indeed, every state would have been
worse ‘off except for two: Wisconsin and Michigan. And those two statés would have

+ “suffered if the block grant had instead been in place in the prevmus five years when the
Mldwest suffered from recession.

' Protccting the Vulnerable _ _
Franklin Delano Roosevelt, a harsh critic of “the dole," once said, "Human kindness has
never. weakened the stamina or softened the fiber of a free people. A nation does not have to
be cruel in order 10 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 has been
a clear national commitment 10 a core foundation of protection. The elderly and disabled are
assured some minimum level of economic support through SSI and Medicaid. Food stamps
enisure that no Americans, regardless of their state of residence; need go bungry. AFDC
~ calls for every state to provide some financial protection for needy children. Our health plan
‘was based on the notion that everyone should have the security of basic health coverage.

Mbving roward block grants seems likely to have the: follo‘wing consequences:

o Increased variability across states. There is currently a huge variation in AFDC-
~ benefit levels across states, ranging from $120 per month for a family of three in

Mississippi to nearly $700 per month in Connecticut. But food stamps helps to
equalize the disparity in the amount families get, and federal rules ensure that every
famﬂy who meets the requirements actuaily gets help, in the form of a food stamp
beriefit set nationally and a cash benefit set by the state. , Complete flexibility to the
states would almost certainly mean that some states would lower their already :meagér
state contributions to benefit levels, and some states would completely eliminate
eligibility for some groups of people. - For example, many states have eliminated their
cash General Assistance programs; under the proposal they could presumably
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 cncoumge
poor families to move out. This is particularly a danger-with block grants where -
states absorb 100% of the additional cost of additional beneficiaries.

o Declines over time. State funded programs rarely keep pace with inflation and often
get cut in recessions. A federal block grant subject to annual appropriations will be
an easy target for further cuts at the federal level. By contrast programs like SSI and
food stamps not only adjust for inflation, they automatically grow to meet increased -
needs in recessions. A related problem is that the lack of a federal match may induce
states to reduce their contributions over time. In the relatively poorer states, eachi
staté dollar leverages four federal dollars, Without that match one would expect state
contributions to fall, perhaps qum: significantly.

.0~ Waiting lists or reduced benefits when funds run out. One 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 states to reduce benefits across the board, to place
— arbitrary tirne lirnits on benefit receipt, or to refuse to accept new applications.
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.

0 Special hardships for 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 cap$ are likely to prove constraiming. 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 futres.

.Altematwe Approaches

The obvious next question is whether the problems noted above could be solved wn.‘tun some
sort of block grant and/or capped entitlement program, or whether the advantages of state -
flexibility and controlled spending could be achieved within the structure of an uncapped
entitlement to individuals. There is considerable confusion over the moviag parts in any

move toward block grants. We think it helpful to dlsunguxsh berween t.hree types of
programs: '

Discretionary black grants to states--The most extrerne alternative, and the one being
urged by House Republicans, is to convert the various individual entitlements to
discretionary block granis to states. Block grants would be determined annially as
part of the appropriation process. ‘ ' '

This sort of approach would be the most dangerous and the hardest to improve. It would
make block grants subject to separate authorizing and an anoual appropriations process under
increasingly tight caps: And it 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 well before the funds are actually paid since the budget cycle
. precedes the fiscal year. [t'seems extremely difficult to imagine any sort of state funding
formula which rapidly adjusts payments based on economic conditions under a dlscreuonary
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 évery other.
state. Without some sort of very complicated reserve/loan fund, we simply do not see how
an adjustable discretionary block grant would work.
"""" Capped block grant entitlement 1o stares with economic and other adjusmments—A
nurnber of capped endilements 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. Qur welfare reform bill included a capped entitlement for JOBS funds,
‘and capped the emergency assistance program. With a capped state entitlement, funds
are allocated according 1o some . formula, and states may be required to match funds to
receive federal dollars. The overall cap. typically limits the. maximum federal

- expenditure, with limits for each state 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 prograins

in the Work and Responsibility Act.) Other programs have riggers such as extended
Ul coverage.

Pumng block grant funding on the entitlement side helps solve two problems. It ehmmates
the need for an annual appropriation and one can more easily adjust for changing economic

- and demographic conditions. Congress would set out some sort of formula for future
funding, perhaps with adjusiable 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 established in 1977—nearly a 60% cut when adjusted for inflation. Moreover, the
new concern about entitlements 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 impomant advantage is that it would be much easier to create some sort of formula
that adjusts for changing economic and déemographic conditions. A state’s gramt would
change over time as conditions and the formula dictated. Still there are three significant

~ problems with operationalizing this notion. First, a formula would be very hard to devise, .
and would inevitably create winners and losers. An illustration of the problems can be seen
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 formula will mevn‘ably
help some states and disadvantage others,

The 'second p'roblem involves the speed of grant adjustment. - A practical adjustment
mechanism would almost certainly adjust caps after the fact rather than simultaneously with
economic and demograph.ic changes. This could put almost as much of a su'am on states as
fixed cdps, since states must balance their budgets on an a.nnual basis.
) =
The final concern is unpredictabilicy.. When we examine state by state variations in cash and
food assistance spending over the last five years, it seems that some of the variation can be
cxplamed 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

‘obvious way 1o respond to changes in demand that cannot be predicted and subjected to -
formula ahead of tirhe 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 the present system. ' ‘ o
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Most importantly 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 conditioris they determine.  And it suffers from the accountability issues
described eatlier. ‘ :

Uncapped entitlement to individuals with greater siate flexibility--As under the current
- system, anyone who meets the eligibility requirements established by the state or
federal governments would continue to automatically get benefits. However, an
. uncapped entitlement does not mean that restrictions cannot or should not be placed
on eligibility. Individuals can be required to work, for example, under an
entittement. But there are many opportunities for increased state flexibility within the
current funding mechanisms. The fact that it is uncapped and an individual o
entitlement is what provides the automatic stabilizer protection 10 states sincé more
individuals become eligible as economic conditions worsen or populations grow.

States could certainly have more flexibility then they now have in setting AFDC eligibility
rutes, providing incentives for work and family responsibility, counting income and assets
and designing work and training programs. Indeed, we proposed increased flexibility in a
number of areas in the Work and Res;)onsibility Act which could dramatically reduce the _
need for 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 the case of food stamps which is 100% federal), or a state match
- would have to be mainzined. Moreover, the need for accountability and some basic
standards (o ensure the money 15 gomg where it is intended is much greater in an u;ucapped
than Ina capped program.

* Ultimately the arguments over entitlement versus discretionary funding, capped. versus
uncapped spending, individual versus stale grants, boil down to difficult tradeoffs between

" fiscal prudence, state flexibility, and protections for the vuinerable. The further one goes
toward block grants the more difficult it will be to protect recipients and states and t0 -
generate real welfare reform.  Still, in some areas, such as the JOBS and WORK programs,
we already embrace adjustable capped programs. In others, such as food stamps, moving to
block granis 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
entitlement starus 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 beginning to realize just how \uinerable a block grant system could leave
them. One important goal over the next few weeks is to educate them about the
conscquences of moving toward block grants. "

Articunlating Qur Vision
The debate over welfare reform is becoming naive at best and qulte ugly at its WorsL. 7
" Stereotypes and simplistic solutions 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 pation. In the State
of the Union 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
to the failures of welfare. The first mistaken direction is to become harsh or vindictive—the
. attitude that we need to simply cut people off without offering any aliernatives, whether or
. rlot they have had a chance to get education or training they may need 1o get a job, whether
or not they are physically able 1o work, whether or not there are jobs avaﬂable- This sort of -
strategy divides rather than strengthens us as a nation.

The second is to simply wash our hands of welfare nationally and leave everything in the
hands of the states. No one can speak with more credibility than you about the need to
sweep away unnecessary federal regulation and the importance of greater flexibility for
states, so that they can meet the unique challenges facing their citizens. But there is a larger
national purpose which must not be lost. We 4s a nation must find a way w move people
from dependence 10 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

. change the basic values of-welfare everywhere, in part because we are a Jarge and mobile
narion. . We must accept the challenige posed by the struggles of those at the botiom, not

simply walk away. There must be some national framework, with plenty of state ﬂexﬂxhty
within ir. ‘

Then you must be clear what we are for. We have proposed reform based on the most basic
of American values: work and responsibility. You articulated that vision with power and

~ clarity in Kansas City in a way thar 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
time limits and a requirement to work, coupled. with strict child support enforcement, and a
strategy 10 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 on the
ultimate dangers to states and working families that come from abandoning any natiorai
framewor_k. But unti] you make clear what we believe in and stand for, Republicans will

_ contro] the debate, and we may get a bad plan that the public does not understand. The

| _public needs to understand thal ours is a plan which re:aliy is a hand-up not a hand-out, a
plan which is tough and fair.

‘It might even be helpful 1o articulate a few questions that ought to be asked in evaiuaﬁnglany
reform plan:

o Isit really going to help um welfare recipients in to 1axpayers?

o Does it first and foremost. hold parenfs responsible--both parents--for the sdgpoﬁ and
nurtunng of their children?


http:importance.of
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0 Does it really tackle the 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 pportunity?

The debate is just beginning. We think this issue can and should be a "win" for all -
Americans. Bold change may really be possible for the first 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 reform aré reversible. If time limits, work or training programs
fail to meet the nation’s goals, they can be changed. But fundamentally altecing the state- .'
federal partmetrship--by eliminating entitlement stams, by block granting programs, by putting:
rigid caps on—these are changes which are unlikely to be reversed for a generation. If these
ideas are adopted and they fail, it will be states, working poor families and children who
“suffer.

T TeLL

Donna E. Shalala
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'Hypotherical Impact in FY 1993 if an AFDC Block Grant Provision Similar to the Block Grant
Option ia the Personal Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels

{amounts in millions)

State ‘ FY 1993: Actual | Block Grant: 103% | Difference | Percentage
Federal Payments |  of FY 87 Level . : Change

Nebraska $46 $41 - ($5) ~11%
Nevada $28 $10 . ¢ 63%
New Hampshire: - §31 $12 (81 1%
New Jersey _ §341 $298 ($43)° -13%
New Mexico $94 $45 (349) -52%
New York 51,684 $1,268 L 3418 s a3
North Carolina $263 - $154 (5109) -41%
Notth Dakota : $22 $14 ($8) -38%
Ohio | $626 - $522 (5105) -17%
Oklahoma 5140 $84 ($55) 0%
Oregon ' $145 $92 ($53) -37%
Peqnsylvania _ ' $561 _ $506 | ($56) -10%
Puerto Rico _ 565 $59 | 36 -10%

Rnode Island . 875 $so ($25) -33%
tith Carolina $92 $86 s6 = 5%

" gSouth Dakota . $19 $17 - (8$3) ~14%
Tennessee : $166 : $95 \ ¢7n -43%
Texas : $385 $207 (5178) ~46%
Utah . $67 $s1 315) 23%
Vermont - . . 542 831 ($11) -26%
Virgin Islands $3 | $2 ’ (1 -26%
Virginia 5138 5117 _ (520) ~15%
Washington $365 $239 (§126) -35%
West Virginia $97 ' $87 (510) -10%
Wisconsin | , $289 | $348 §s8 20%
Wyoming ' $19 $1l (88 . 43%
U.S. TOTAL $13,834 ' $10,243 _ ($3.591) - -26%
NOTES:

* The table estimnates, for FY 1993, the hypothetical impact of a mandatory AFDC block grant provision
similar 1o the block grant option in the Personal Responsibility Act, assuming implementation |
" of the provision in FY 1988. The level of the block granc for each State is set at 103 percent of
Y 1987 Federal payments for AFDC bcﬁe_ﬁts and administration, unadjusted for inflation. |
The Family Support Act was not in effect during FY 1987. To avoid overstating
the impact of 2 black grant, Federal payments for AFDC work activities (WIN/JOBS} and

. AFDC-celated 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 Block Grant
Jption in the Personal Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels

- (amounts in mitlions)

!

State FY 1993: Actual | Block Grant: 103% Difference | Percentage
‘ Federal Payments of FY 87 Level __Change |
|tabama $79 $57 ($22)  -28%
Alaska $60 $29 .. ($31)  -51%
Arizona $200 $65 . ($135)  -67%
Arkansas $50 $42. $8)  -I6%
 |Califorria $3,205 $2.157 ($1,048)  -33%
Colotado $102 $70 32 -3z
Conaecticut $207 $124 ($83) ~40%
|Delaware $23 $15 ($8)  -35%
Dist. of Columbia 567 $52 (515) -22%
Florida $517 $202 ($315) -61%
Georgia $297 $189 S109)  -37%
Guam $8 $3 ($5) -53%
Hawaii - §76 $38 ($38) -S0% .

 aho - 524 $18 )] -28%

. .inois $487 $487 $0 0%
Indiaha - $158 $111 ($47) -30%
lowa - $111 3110 S .. -I%
Kansas $84 $56 ($28) ~33% .

Kennicky $166 $110 ($56) -34%
Lousiana $141 $129 ¢ 8%
Maine $75 $62 ($14)  -I8%
Maryland $190 $147 (544)  -23%
Massachusetts $408 $303 (8106) -26%

[Michigan $751 $777 $26 3%
Minnesota $239 $198 (341 -17%
Mississippi $75 $69 ($6) 8%
Missouri $189 $146 ($43)  -23%
Montana $37 $30 D -19%
NOTES:

" The wble éﬁtlmat&s‘ for FY 1993, thc'hypotheticai'limpact of a2 mandatory AFDC block grant provision

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

* +f the provision.in FY 1988. The level of the block grant for each State is se at 103 percent of
Y 1987 Federal payments for AFDC benefits and administration, unadjusted for inflation.

The Family Suﬁport 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 "
AEDC-related child care are not included in either column.
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" SUMMARY OF PROVISIONS AND POSITIONS ON BLOCK GRANT PROPOSALS
BY REPUBLICAN GOVERNQRS AND REPUBLICAN HOUSE MEMBERS

1. AFDC/CASH ASSISTANCE BLOCK GRANT

Four Programs Included: Aid to Families with Dependent Chiidren, Emergency Assistance,
AFDC Administration, and Job Opportu.mnes and Basic Skills (J OBS) prograi;n. Total FY,
1996 spending in these programs: $16.3 billion, ‘

Areas where there is tentative agreement: Purpose: to assist needy families and end
dependence on povermnment benefits; require assistance be made available in all political
subdivisions allowing regiona! 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 automared 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 conststent with the law, independent agency
audit every 2 years; Secretary may not inipese additional reporting requirernents,

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 A
participation rates rising to 20% in 2002; time limits; prohibition on use of funds to aid out of
“wedlock births 1o 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 Conwol Act of
1986]; authority to pay interstate migrants at benefit levels of state they came from,
mandatofy participation in Income Eligbility and Venfication System data elements for
‘annual report; state obligations under current waiver agreements

2. CHILD CARI_I AND DEVELOPMENT BLOCK GRANT

Eleven Programs Included: Title 1 (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 programs: $3.6 billion.
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" Areas where there 1s 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 required; no individual entitlement to child care; delete references to improving quality

of child care: delete references 1o 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; ummg
of annual report;

Maior 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; contént 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: Food Stamps; Nutrition Assistance for Puerto Rico; Special Milk;
Child Nutrition; Child Nutriion Commodities; Food Donations; Women, Infants, Children
Program (WIC);, Commmodity Supplemental Food Program; Emergency Food Assistance
Program; Congrepate Meals, Meals on Wheels; Food Program Administration. Total FY
1995 Spending: $38.0 billion.

Issues: [We do not have a summary of tentative agreements in the Food Assistance Block
Grant)] Purpose: to consolidaie 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, annual 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.



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

January 11, 1995




THE PERSONAL RESPONSIBILITY ACT

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

Authorizes an appropriatidn of $35.6 billion in fiscal year 1996.
Eliminates all uniform national standards.

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

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. |

0

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.

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.

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.

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



CONSEQUENCES FOR NUTRITION AND HEALTH

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.

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

0 Low-income households are at greater risk of nutrition-related disorders and
chronic disease than the general U.S. popuiation. 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.

0 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. -

0 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. '

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



CONSEQUENCES FOR FOOD, AGRICULTURE, AND THE ECONOMY ’

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 unamployment.

0 In the shart-run, the bill could reduce rétail faod sales by as much as $10 billion,
reduce farm income by as much as $4 blilion, 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 mare than $1 billion. 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 rural America. in both the
short- and long-run, rural areas would suifer disproportionate job losses.



CONSEQUENCES FOR STATES

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

0

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

All States would eventually fare worse than under current law.



{Dollars in mitlions)

Table 1 -- Historical Nlustration of Food Assistance Block Grant

With Initial Reduction *

Without Initial Reduction

Actual I A yiisted Difference Adjusted Difference
Year Food
_ Assist Block Block

ssistance Grant Total Percent Grant 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 33,619 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 administation.
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 lending on July 1 for population and in May for the CPi).

-

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

{Doliars in millionsl

Level of Food Difference
Assistance
State

Current Proposed Total Percent
Alabama 818 713 - 108 -13
Alaska 97 84 -13 -13
Arizona 663 554 - 109 -16
Arkansas 422 403 -19 -4
Califarnia 4,170 4,820 650 16
Colorado 412 417 5 1
Connecticut $297 $248 - $49 -17
Delaware 92 58 -34 - 37
District of Columbia 137 85 -52 - 38
Florida 2,194 1,804 - 389 - 18
Georgia 1,209 934 - 275 -23
Hawvaii 215 198 - 17 -8
idaho 127 176 49 38
lllinois 1,741 " 1,483 . 268 -15
Indiana 713 - 691 - 22 -3
iowa 297 266 - 31 =11
Kansas 307 270 - 37 -12
Kentucky 740 582 ~ 157 - 21
Louisiana 1,141 ‘ 765 - 375 -33
Maine 188 167 - 21 - 11
Maryland 576 404 -172 -30
Massachusetts 608 577 -32 -5
Michigan 1,390 1,109 - 281 - 20
Minnesota 508 490 -18 -4
Mississippi 730 603 -127 -17
Missouri 810 754 - k6 -7
Montana 111 140 29 26
Nebraska 187 175 -12 -6
New Hampshire 89 94 5 5
New .ersey 836 704 -132 - 16
New Mexico 361 an -40 =11
Nevada 145 150 5 3
New York 3,101 2,661 - 440 -14
North Carolina 930 849 - 81 -9
North Dakota 86 76 -9 -1
Chio 1,768 1,287 - 481 - 27
Oklahoma 528 475 -83 -10
Oregon 410 346 - 64 -16
Pennsylvania 1,617 1,465 - 152 -9
‘Bhode lsland 128 101 - 27 -21
South Carolina - 56 -9

602 546



Level of Food Difference
Assistance
State

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 487 442 -25 -5
Wyoming 57 57 . 1
Total 40,764 35,600 -5,164 -13

Notes: !ndividual ceils may not sum to totals because of rounding.
Subtotals wili not equal grand total because some States fall into
more than one region,

Total includes the Commonwvealth 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,



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:

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

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

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

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

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

0 Program Integrity--To warrant public trust.
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“THE IMPACT OF BLOCK GRANTING AFDC AND NUTRITION ASSISTANCE

PROGRAMS ON THE STATE OF MASSACHUSETTS

AFDC Block Grants B R AFT# 4_\

Massachusetts residents riow réceive Aid to Familics with Dependent Children (AFDC) as a state-
federa] entitlement to individuals. The House Republicans’ welfare reform bill proposes giving
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 populauon growth
spurts -- as well as other factors beyond states’ contro! — that could result in unexpected increases in
the numbers of people on welfare. _

For example, if AFDC had been a block grant staring in 1988, with the level set at 103% of the
state’s FY 1987 federal funding, Massachusetts would have reccived $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 granted based on 103% of FY 1987 federal AFDC payments,
Massachusetts would have received only $303,000,000 in FY 1993,

Converting the AFDC program 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, federal law
enforcement funding, 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 $32,000,000 LESS in FY 1996 federal funding
for nutrition programs, a decrease of 8% 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 mioney than they do
now; eight states receive increased federal funds.
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DRAFT

TENTATIVE BLOCK GRANT ISSUES . JAN |0 !995;
UNDER NEGOTIATION AMONG REPUBLICANS

A group of House Republlcans and selcted Republican govemors (Thompson Engler, and
others) have been negotiating on creating block grants in three major areas of welfare and
social spending: AFDC/Cash Assistance, Nutrition/Food, 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, Texas, and California don't seemn to be involved. It
appears that the governors involved in the negotiation are willing to accept the idea of '
shifting individual entitlement funding to some form of block grants in exchange for almiost
complete flextbility in program design. And the House Republicans are willing to reduce
significantly the rather draconian provisions of the Personal Reésponsibility 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 negonators continue to struggle with thelr rather dlfferent goals. Major
1ssues of contention appear to atise around three areas: ‘ "

' The Level of the Block Grant--The governors want blo;:_k grants initially set at the
same levels as the proprams would otherwise have been funded, and their proposal is
largely silent on the question of how the grant is adjusted over time. The Houss
members want to set the grants at 10-15% below the initial funding lcvel and would
adjust some of the block grants for inflation over time.: .

The S!nng.v~—The governors want virtually no strings artached They suggest minor
rules such as requirements that programs be statewide and that states should continue
to expect cooperation of mothers in patemity 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 Status--Both parties in the negotation 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 ﬂexlblhty in exchange for block grants.
This appears to give each side something they want, especially if the govemors are willing to
accept less money or remove the entitlement status.  Still, whether an agreement wll 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 1s being proposed In particular, governors
‘and House members may discaver that major issues arise regarding:
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Protection for States from Recessions, Inflation, Demographic Change-~The govemors
are just beginning to understand the implications that a fixed block grant could have
for the states in time of recession. . The aftached chart shows the hypothetical impact if
an AFDC block grant had passed in 19%8. It demonstrates that most states would have
been dramatically worse off if a block grant had been imposed in 1988 with no
inflation adjustment. Texas and Florida would have lost 46 percent and 61 percent of
their federal dollars in FY93. Indeéd, every state would have been worse off except

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

Real Welfwre 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 involvement, 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 feel they can
take political credit for having achieved real welfare reform.

Entitlement Status--If the block grant is subject to annual appropriations, the states wili
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 prionties such as education,
transportation, and. public infrastructure programs. The state proposal calling for an
entitlement to sfates offers somewhat more protection, but not nearly as much as
maintaining the individual entiflement. :

" These are major issues and will need time to settle. There is real concem at the NGA
fegarding both the manner and substance of the proposals. Even other Republican governors
may be uncomfortable with the position of the lead Republicans. But there remains a good
chance that these parties ‘will at least réach an initial agreement before the working session on
January 28,

Summary of programs included in proposed block gfants:

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

Child Care and Develapment 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 Grants, Temporary Child Care for Children with Disabilities, At-Risk Child
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Care, Transinonal Child Care, Ch]id Care from Social Services Block Grant. Apprommate
FY 1994 appropnatmn in these programs: $3.6 billion.

Food Assistance block gmnt-~(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.



. 01/10/95  18:25

202 890 7383

HHS 0S ASPE 415F =-- BRUCE REED

005/006

‘Hypothetical Impact in FY 1993 if an AFDC Block Gramt Provision Similar to the Block Grant
Option in the Personal Responsibility Act Had Been Adoptcd in FY 1988 Us;ng FY 1987 Funding Levels

(amounts in millions)

FY 1993. Actual

State Block Grant: 103%
Federal Payments of FY 87 Level
Alabama $79 $57 (522)  -28%
Alaska $60 $26 (331) -51%
-|Arizona $200 365 ($135) -67%
Arkansas . $50 - 542 ($8) ~16%
California . $3.205 $2,157 ($1,048) -33%
Colorado $102 $70 ($32) ~31%
Connecticut $207 $124 ($83) -40%
Delaware 323 $15 (38) -35%
Dist. of Columbla $67 552 (815) -22%
[Florida $517 %202 - ($315)  -61%
Georgia $297 $189 (8109) -37%
Guam S8 $3 (85)  -63%
Hawaii $76 $38 ($38)  -50%
Idaho 824 518 '+3))] ~28%
Ilinois 3487 2487 50 0%
Indiana . $158 $111 (347) -30%
Iowa $111 $110 gn - -1%
Kansas $84 $56 (528) -33%
Kentucky 3166 $110 (856)  -34%
Lousiana 5141 $129 (£12) -8%
- (Maine s 575 562 (314) -18%
Maryland $190 $147 (544)  -23%
Massachusetts $408 $303 (3106). -26%
Michigan $751 8777 $26 3%
Minnesota $239 $198 {($41) -17%
Mississippi 575 $69 - {(56) -8%
Missouri $189 $146 (843)  -23%
iiMontana $37 %30 NEY)) -19%
NOTES:

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

similar 1o the block grant option in the Personal Responsibility Act, assurming implementation
of the pravision in FY 1988, The level of the block grant for each State is set at 103 percent of

FY 1987 Federal payments for AFDC bénefits and administration, unadjusted for inflation.

The Family Support Act was not in effect during FY 1987. To avoid overrstating
the impact of a block grant, Federal payments for AFDC work actmt:es (WIN/JOBS) and
AFDC-related child care are not included in either column
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- Hypotherical Impact in FY 1993 if an AFDC Block Grant Provision Similar to the Block Grant
Option in the Personzl Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels

(amounts in millions) -

State - FY 1993: Actual | Block Grant: 103% Difference |3 /Percentige’
| _ Federa] Payments | of FY 87 Level & othe
Nebraska . ' $46 o $41 ($5) 1%
Nevada , $28 810 o ($17) -63%
New Hampshire $31 sz . (819) 61
New Jersey 5341 $298 ($43) -13%
New Mexico $94 $45 . . (349) -532%
New York | S1,684 - $1,268 T (5416) -25%
North Carolina $263 $154 ($109) 47 %
North Dakota | $22 $14 . ($8) -38%
Ohio $626 $522 ($105) 17%
OKlahorha - $140 584 (355) -40%
Oregon : 5146 $92 ' ($53) ~37%
Pennsylvania | 18561 . $506 ($56) -10%
Pueito Rico | $65 $59 (36) -10%
Rhode Island 575 $50 (825) -33%
South Carolina 592 $86 (36) 6%
South Dakota | 519 $17 C(83) -14%
Tennessee - %166 $95 (371) 43 %
Texas - $385 $207 (5178) -46%
Utah : : $67 $s51 - ($15) 23%
Vermom | $42 $31 $11) -26%
Virgin Islands 33 - $82 (1) -26%
Virginia. | ' $138 ‘ $117 ($20) 15%
Washington $365 $239 - (3126) -35%
West Virginia $97 $87 - ($10) -10%
Wisconsin K . 5289 $348 858 20%
Wyoming . 819 sl (88) -43%
U.S. TOTAL $13,834 510,243 ($3,591) -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 Responsibility Act, assuming implementation '

of the provision in FY 1988. The leve] of the block grant for each State is set at 103 percent of

FY 1987 Federal paymems for AFDC beneﬁts and administration, unadjusted for inflation.

The Family Support Act was nc')t;_in effect-during FY 1987. To avoid overstating
the impact of a block grant, Federal payments for AFDC work activities (WIN/JOBS) and -
'AFDC-related child care are not included in either column.
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EXAMPLE OF A DISTRIBUTION FORMULA BASED ON NEED

Prellminary ENfccts of a Nutritlon Plock Grunt {n the
Personal Responsibilhy Act (ailocuted by the numbsr of “aeedy persons” In the statc)
on USDA Faod Amsistance Progrems Ly Siate Iy Fiscal Year 1996
{Dollars In millioma)

A iy g

[ Lavel of Food Assigance State Guins and Loses
State Current Propossd Total Perceat
Alabama 5818 713 4188, ~13%
Alaska 597 154 11 A%
Arizong S48 3y $100 -16%
Arkansey $421 5403 $19 S 1 4
Califarniu $4.170 4,820 : $630 +16%
Coburndo $413 417 85 +1%
Conncrticut $197 1243 549 A7% .
Velpware ' $92 858 1Y) a7
Dist. of Cad. $137 88 35 -38%
Florida 51,19 §1,804 S 18%
Georgla $1.209 (15T 3278 2%
Hawali osas 5198 17 3%
Tdaho $127 $175 $6 +36%
Utiooly ' 51,741 $1,483 -5258 18%
Indiana $713 3691 -§22 3%
lowa . B 17 $266 -$31 1%
Kansas $3a7 $270 37 A%
Kautucky | $140 $582 3157 21%
Louls/ana $1.141 $768 -$37% Q%
Mains $159 $187 321 1%
Muryland - $576 $404 3172 -30%
Massachusetes $608 8571 32 5%
Michigan 31,390 $1,109 $181 ~20%
Minnetota 3308 490 $i8 4%
Mlsissippl $730 $603 S$i27 17%
Missourd $510 §18¢ $5% A%
Montna sit1 5160 $29 + 2%

e — - TS
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==
Leovel of Fuod Aslstance State Galow and Lous
State Current Propastd Totul Percep!
Nebrusks $187 $178 12 5%
Nevada $148 5150 85 *3%
New Hompshire $89 594 5 +5%
Naw Jersey 5836 $704 S132 16%
New Mexien 5361 $a21 540 A1%
New York $3,101 52,661 $440 4%
North Carollas $930 3849 8] %
North Dukata 866 §76 Xt a1%
Chlo _ $1.768 $1,287 $441 27%
Ollabomy gs28 sy 553 -10%
Oregon $410 $346 364 -16%
Pennsylvapia 51,617 §1.465 5151 5%
Rhode istand 5128 : $103 527 2%
South Canciine’ 5607 $546 -S56 %
South Nakota 599 §95 58 A%
Tennesyee 983 $741 -$243 ~24%
Texes $3,819 $2,665 51,154 30%
Utah $134 53717 $43 +18%
Vamount 576 $66 ~$10 -13%
Virglots 578 3597 SIRE U%
Washiogton $660 Sedd 216 2%
West Virginla $405 ¥309 -498 U%
Wisconsin 5467 sa4 $28 4%
Wysming 357 $57 0 +1%
US TOTAL $40,764 £35,600 -$5,164 -13%
- -

Source: Prelituinary dita frore U.S. Depanmeat of Agriculmure.

Note: U5 Yotal includes Temicories, Indicn Trilul Organlztiions, and Depuronent of Defunss

s
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" PRELYMINARY

Ittustration of Impact of 4 Mandatory AFDC Block Gram Provision

on Federal AFDC Benefit and Administrative Payments to States, FY 1993

JAN 10785

Block Grant Implementod in FY 1988 and Set at 103% of FY 1987 Federal ARDC Payments
(AFDC block grant provision in the Personal Responsibillty Act Is a State aption)

(amounts in miltions)

2:39 No.003 P.04

State FY 1993: Actual | Block Orant: 103% Diffetence i€

Federsl Payments of FY 87 Level
Alabama $79 357 ($22) -28%
Aleska $50 $29 ¢$31) -5I1%
Arizona $200 $65 ($135) 57%
Arkansas $50 $42 ($8)  -I6%
California $3,205 $2,157 (51,048) -35%
Colorado $102 $70 (332) 3%
Connectfour $207 $124 ($83) -40%
Delaware 323 515 ($8) -35%
Dist. of Columbia $67 852 ($15) ~22%
Florida $517 $202 (§115) SI%
Georgia $297 $189 $109)  -37%
Guam $8 $3 85 = 63%
Hawali $76 $38 ($38)  -S0%
Idaho §24 $18 (§7)  -28%
inois $487 $487 0 0.04%
Indiana $158 $11t (847  -30%
lowa $111 $110 ($1) -1%
Kansas $84 $56 ($28) ~33%
Kentucky $166 $110 ($56) -34%
Lousiana 3141 $129 ($12) 8%
Maine $75 - $62 (514)  -15%
Maryland 5190 $147 ($44)  -23%
Massachusctts $408 $303 ($106)  -26%
Michigan §751 $777 $26 3%
Minnesota $239 $198 (s4h)  I7%
Mississippi £715 $69 (3$6) $%
Missouri $189 $145 (843)  -23%
Montana $37 $30 (&) ~19%
NOTES:

The level of the black grant for each State is set ar 103 percent of FY 1987

Federal payments for AFDC benefits and administration, unadjusted {or inflation.
The Family Support Act was not in effect during Y 1987. To avoid overstatlng

the impacet of a block grant, Federal payments for AFDC work activities and AFDC-related
"child care are not included in elther column.
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ltlustration of Impact of a Mandatory AFDC Block Grant Provision

on Federal AFDC Benefit and Administrative Payments to States, FY 1993

JAN 10795

Block Grant Implemented In FY 1988 and Set at 103% of FY 1987 Federal AEDC Paymente
{AFDC bluck grans provision in the Personal Responsibility Act is a Staze oprion)

2:40 Npn.003 P.0%

— e s name —

- (amountt in millions)
State FY 1993: Actual | Block Grant: 103% Difference
PFederal Payments of FY 87 Level |

Nebrasks 46 ™1 {35) 1%
Nevada $28 $10 ($17 -63%
New Hampshiro $31 312 ($19) 6] %
New Jemsey $341 $298 ($43) 13%
New Mezico $94 $45 ($49) 52 %
New York $i,684 51,268 ($416) -25%
North Carolina $263 $154 ($109) 41%
North Dakota $22 $14 (38) -38%)

aomo | $626 $522 ($105) 17%
Oklahoma $146 584 ($55) 40%
Oregon $146 9N ($53) 37%
Pennsylvania $561 $506 ($56) -10%
Pueno Rico $65 $59 (56) 10%
Rhode Island $73 $s0 ($25) ~33%
South Carolina $92 $86 ($6) 6%
South Dakota $19 $17 (83) ]4%
Tennessee $166 $95 - (871) -43%r
Texas $385 $207 ($178) -45%
Utah $67 $51 {$15) ~23%
Vermont $42 $31 1 ~26%
Virgin Islands 83 §2 ($1) -26'%
Virginia $138 $117 (520 15%
'Washington $365 $230 (3126) -35%
West Virginia £97 387 (310) J0%
Wisconsin $289 $348 . $58 20%
Wyoming $19 $11 ($8) 43 %
U.S. TOTAL $13,834 $10,243 (83,591 «26%
NOTES:

The level of the block grant for each State ig set at 103 percent of FY 1987

Federal payments for AFDC benefits and administration, unadjusted for inflstion.
The Farnily Support Act was not in effect during FY 1987. To avoid oversiating

the impact of a block grant, Federal payments for APDC work activities and AFTIC-related
child care are not included in clther column. '



TATKXING POINTS
Food and Nutrition Block Grant
February 22, 1995

WE OPPOSE BLOCK GRANTING CHILD NUTRITION AND WIC PROGRAMS
The current programs are effective

Block granting puts children at nutritional -and health risk

THE RISK TC CHILDREN’S HEALTH WOULD INCREASE DURING
RECESSIONS UNDER BLOCK GRANTS
. - !
During recession, our food programs expand to meet rlslng
need. But block grants don't.

If the School-Based Nutrition Rlock Grant had been enacted
in 1989, 20 percent féwer resources would have béen
avallable to feed school children in 1924.

NATIONAL STANDARDS PROTECT CHILDREN - NO MATTER WHERE THEY LIVE

Federal standards have protected kids’ health for fifty
years - growth stunting nas decreased by 65%, low
birthweight has been reduced, and anemia among low-income .
pre-schoolers has decreased. '

ThHe Republlcan plan abandons these standards - leaving wide
variation in standards possible and no accountability to
guarantee health outcomes.

STATES THAT SERVE A LARGER PERCENTAGE OF LOW INCOME CHILDREN THAN
THE NATIONAL AVERAGE WCULD 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 guality of meals to cut costs and increase the
number of meals



- 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 the first year.

~ WE ARE READY TO WORK WITH CONGRESS TO MAXKE OUDR FOOD AND NUTRITION
. PROGRAMS BETTER AND FLEXIBLE -~ BUT WE HAVE A NATIONAL INTEREST
IN THE HEALTE AND NUTRITION OF OUR CHILDREN.
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: TALK]NG POINTS
.FOOD STAMP BLOCK GRANT PROPOSAL
MARCH 6 1993

The Food Stamp Biock’ Grant proposal unveiled on March 2 by the Housc 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 national nutritional safety net -

0  Thebillisa double-hit on children; [nst week, the House Economic and Educational
Oppottunities Committee reduced nutrition benefits to children at school; this week the
House Agriculture Committee takes alm on children at home.

o The bill will dramatically reduce numtmn benefits to people who need them lmmcdjately,
and then cap expenditures in future years, eliminating the automatic adjustor in hard times.
Ir. will erode the nutrition support for needy families by falllng to keep pace with inflation,

Eliminate natmnnl eligibility and benefit standards

0 .The proposal allows 1nd1wdual states to demgn their awn eligibility ‘and benefit standards,
This inefficient idea would result in needy familics being treated in fifty diffcrent ways,
‘under fifty different state programs, using fifty different eligibility standards, and receiving -
_fifty different levels of benefjts, depending on where they live. Basic nutrition needs are
the same no matter where a family lives; benefits should reflect that uniformity.

Eliminate economic responsiveness
o By. plaéing a hard cap of program expenditures'in future years and creating an optional

block grant, this bifl eliminatcs the ability of nu'trltxon programs to respond o changing
economic curcumstances

o In the next recesswn, the Food Stamp Program wnll not be thére to cushion hard times in
' - affected communities and States.” And benefits ‘won’t keep pace with inflation. -

Undermmes a natwnal umform EBT system

o This proposal allows every State to pursue their own 1ndependent 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 requnrement prog'ram that holds nutrition beneﬁts for needy
people hostage to jobs that may not exist.

I3 weak on fraud

o This proposal is not as tough on criminals who 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



DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20250

Carol Rasco _ :
Assistant to the President 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,

- Ellen Haas
Under Secretary for Food, Nutrition
and Consumer Services

Enclosure

AN'EQUAL OPPORTUNITY EMPLOYER



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). : :



