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STATE FLEXlBILlTY AND WELFARE REFORM

Broad Ran_qe of Strategles_

~ »  Uniform national system - - e.g. Food Stamps

»  National framework with state flexlblllty e. g. Work and
Responsnblllty Act -

> _Bloc‘:k grants to states - e.g. likely Republi(:an proposal

> Medicéid‘ for welfare swap - e.g. Kassebaum'-.proposal

Key Issues

» National reform objectives

»  Promote work an_dpar‘le'ntal responsibility, reduce
teenage pregnancy, support families

» . Protections and uniformity

»  Preserve a safety net, prevent hunger among children
and adults, prevent discrimination

»  Fiscal and economic stability

»  Ensure stability in funding over time, cushion states
against economic cycles .

»  Accountability

“»  Minimize fraud and waste, ensure efficient use of
resources - -



INDICATORS OF STATE COMMITMENT TO NATIONAL OBJECTIVES

EVIDENCE FROM WAIVERS

Califorpnia | Connecticut | Indiana | Michigan | Mississippi | Texas
Waiver Demonstrations |
Operating or Requested Y Y Y Y Y N
Demonstrations - : Small -
Requiring Work N . N . N Y Subset N
Demonstrations Promoting ' |
System-Wide Culture Change N Y Sub-State Y Sub-State N
Demonstrations Providing - - ' -
Financial Incentives to Work Y : Y N Y Y N
Demonstrations Speaking to Child , '
Support, Teen Pregnancy, or Family Cap | Y Y Y N Y N
Demonstrations Incorporatmg
Time Limits Y N Y N N N

»  Very few state demonstrations require work.

»  Even with waivers, many states are not pursuing national objectives. - -



INDICATORS OF STATE PERFORMANCE

California

Ilidiana

Connecticut Michigan | Mississippi | Texas
Percent of Adult. AFDC Recipients : '
Participating Monthly in JOBS (1993) 8 10 6 20 8 10
% of Adult AFDC Recipients Participating o :
in OJT, Work Supp. & CWEP (1993) 3 2 .5 .6 JF 05
Paternity Establishment Rate (1991) 28 39 26 68 65 35
Percent of IV-D Cases :
with Collections (1992) 14 20 14 - 18 9 13
QC Error Rate (1991) 3.5 2.7 5.8 4.1 1.5 8.0

»  States vary greatly on basic indicators of performance.

> Some States perform poorly, even with Federal requirements.




FISCAL CAPACITY AND NEED
OF SELECTED STATES IN 1992

»  Both fiscal éapacity and need vary dramatically acTOSS states.

Per Capita _ .
State Income Poverty Rate
Mississippi $14,050 24.5%
Indiana $18,384 11.7%
Texas $18,449 17.8%
Michigan $19.681 |  13.5%
California $21,599 15.8%
Connecticut $27,154 9.4%
1 U.S. Total $20,131 14.5%




BENEFIT VARIATION ACROSS PROGRAMS -

AFDC and Food Stamp Monthly Benefits

For a one-parent family of three persons, July 1994

Percent of Total

AR R AFDC & Food
, A¥FDC Food Stamp | Stamps Combined - | Benefit Provided

State Benefit ~ Benefit (State Contribution) By State
Mississippi $120 - $295 O $415  ($25) 6%
Texas $188 $295 | 8483 (367) . 14%
Indiana $288 $278 $566  ($105) 19%
Michigan $459 $227 $686  ($200) 29% -
California $607 | . $183 $790  ($304) 38%
Connecticut | - $680 3161 $841 - ($340) 40%

much hlgher in States like Mississippi and Texas ‘

. »  There are smable variations in AFDC benefits- by State, even though Federal match rates are

»  Because Food Stamps is a uniform national nutrition program designed to ensure that achilts 3

and chﬂdren do not go hungry in any state, it helps fill in the gap in lower benefit states.

» In low benefit states vu'tually all of the ‘money spent on AFDC and Food Stamps comes

from the Federal government



TRENDS IN MAXIMUM BENEFIT LEVELS
| - OVER THE PAST 25 YEARS.
I . (Percentage changes reflect changes in real dollars)

| 100% Federally Funded Programs

Food Stamps - - o | '_ 3%
Basic SSI T - 6%
,Shared State and Federal Programs o . o
AFDC. - T o 41%
100% State Funded Programs e
SSI Supplement (elderly md1v1duals)’_ ST o - -63%
| SSI Supplement (elderly couples) A ST ;75_% '
| GeneralA531stance - . 'NA -
Federal Block Grants S : S - o o
Title XX (1975 - 1994) o L -58%

Puerto Rico Nutrition (1982 - 1994) 6%

. “Benefit levels in 100% Federal enutlement programs have generally kept pace with mflat1on
‘Food Stamps has been a critical nutrmon safety net. :

E _Beneﬁt levels in programs with a heavy state contnbutlon have fallen dramatlcally over time
. when adjusted for inflation; o

‘Block grants niay be more_vuliierable to budget cuts.



EXAMPLE OF A DISTRIBUTION FORMULA BASED ON NEED |

Personal Responsibility Act (allocated by the number of "needy personS" in the state)

s

Effects of a Nﬁtrition Block Grant in the

~on USDA Food Assnstance Programs by State in Fiscal Year 1996
(Dollars in millions)

| Level of Food Assistance State Gains and Losses

State Current Proposed Percent
California $4, 170 $4,820 +16%
Connecticut $297 © $248 17%

Indiana $713 $691 3%
Michigan ~ $1,390  $1,109 20% -
Mississippi $730 - $603 17%

Texas $3,819 $2,665 30%

US TOTAL $40,764 " $35,600 - -13%

»  Block grants allocated aécording to need create large state winners and

losers relative to the current system.




EXAMPLE OF DISTRIBUTION FORMULA BASED ON PAST EXPENDITURES

Hypothetical Effects of AFDC Benefit and Administration Expenditure
Block Grant if Personal Responsibility Act had been adopted in 1988
(Block Grant set at 103% of FY 1987 expenditures)
| . (Dollars in millions) ' “

_ FY 1993

State ‘ Current Law Block Grant Percent Change |
California o $3,197 $2,157 -33%
Connecticut - $207 | - $124 C-40%
Indiana |l s158 $111 30%
Michigan - _ $751 - $777 4%
Mississippi $75 . | %69 -8%

Texas - $384 - $207 -46%

US TOTAL  $13,843 $10,243 L 26%

»  Block grants set according to current spending can create unpredictable and highly |
variable impacts due to inflation and changing economic and demographic conditions.



'POSSIBLE APPROACHES TO KEY ISSUES

‘National Objectives

» . State plan requirements - e.g., work and cooperation with
child support | -

» Program p_erfor_mancé standards geared to national objectives

Protections and Uniformity

- » National safety net against hunger

» - Individual protections within a more flexible welfare program

Fiscal and Economic Stability
»  Individual -entitlement structure with more state flexibility

»  Adjustable spending caps for states |

Accountability
»  Audit and reporting ‘requireménts

» Fiscal performance standards
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FOR IMMEDIATE RELEASE: ; CONTACT: Michelle Bazie

Thursday, January 12, 1995 Robert Greenstein
' ' ‘ (202) 408-1080

FOOD BLOCK GRANT PROPOSAL CIRCULATED BY REPUBLICAN
GOVERNORS WOULD HAVE SEVERE, UNINTENDED RESULTS,
ANALYSIS FINDS -

A block grant proposal presented to Congressional Republican leaders last week by a group of
Repubtican governors would cause substantial reductions in food assistance for poor families and
elderly people, according to an analysis of the propasal by the Center on Budget and Policy Priorities.
Also affected would be the school lunch program which includes benefits to middle-income children.

If the proposal had been in effect since 1989, the large majority of states would have received
at least 20 percent less in federal food assistance in 1994, the report found. If the proposal is put into
place today, states would have nearly $& billion less in food ossistance over the next four years, even if
1o fecession cecury, '

- Under the proposal, ail faderal food assistance programs would end in their current form and
be converted to a block grant. Funding for the block grant would be set at the amount expended for
these programs in fiscal year 1994, adjusted only for inflation. Each state’s share of the block erant
would be permanently set at its percentage share of federal food assistance funds in 1994,

Proposal Unresponsive to Recessions

The Center’s analysis shows that block grant fundiny levels would fail to respond to such
factors as increases in poverty during recessions and rising school enrolliments. As a result, it woul
cause nuajor teductions in food assistunce. Had an identical proposal been passed five years ago and
been based on federal funding levels in fiscal 1989, a year before the recession of the early 1990s
began, every state in the nation but one would have received less to ineet the needs of its residents than

was actually provided last year, Some 35 states would have lost more than 20 percent of the federal
food assistance funds they received last year.

California would have lost neayly half — 48 percent — of the federal food assistance funds it
received last year, nearly $2 billion. Florida would havea lost 49 percent of the funds it received. Other
states that would have lost 30 percent or more of the funds they received to provide food aid to the poor
include Alaska, Arizona, Connecticut, Delaware, the District of Columbia, Georgia, Hawaii, Indiana,

‘Muine, Maryland, Nevada, New Hampshire, New Jersey, New Mexico, New York, North Caroling,
Rhodle Tsland, Texas, Vermont, and Virginia, (State-by-state data are inciudead in the full report.)

— ore —
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Nearly $8 Biilion Cut Qver Next Four Years, Even if no Recession

Even if no recession were to occur for years into the future -~ an vnlikely scenatio — federal
funding for food assistance would be reduced in coming years below the wnounts that would be
providec under current law, according to the Center's analysis, If no recession were to occur between
now and 1999 and the economy were to perfonn in accordance with the Congressionat Budget Office’s
assumnptions, states would lose $7.8 billion over the first few years of the block grant. The reductions
in funding, as compared to funding levels under cuirent law, would grow larger each year, the Center
said. ' '

The Center’s analysis found that while the overall level of federat block grant funding woulid be
adiusted for inflation, it would fail to reflect several other key factors such as increises or decreases in
poverty and unemployiment and school enrollment. The Department of Education, for example,
estitnates that the number of elementary and secondary school children will rise eight percent over the
next five years; this will result in more children eating school lunches. Under current law, federal
school lunch funding would rise to met this additional increase and later decline if school encolliment
subsequently decreased. Because the school lunch and other tood aid programs would be merged into
a block grant that did not respond to such changes in need, however, the governors’ proposal would -
force states to choose between such actions s ruising the amounts imiddle-class parents must pay for
their children’s lunches and cutting food assistance to poor children and elderly and disabled people
(the vast majority of food uid recipients) even more than would otherwise be the case under the
proposal.

“T doubt the governors who designed the proposal fully understood its ramifications,” the
Center’s director Robert Greenstein noted. “Tt would hanp state trcabunes along with poor fumnilies,
children and elderly people.”

“The next time a recession hits and millions of Americans lose their jobs, many of the newly
unemployed wiil seek food assistance to get them through a rough period,” Greensiein noted. “States
would be forced to choose between meeting the increased need entirely with state funds — ond
probably raising state taxes in the middle of a recession 1o do it — or leaving the need uninet and
witnessing steep rises in hunger, hardship, and destitution.”

The Center on Budget aud Policy Priorities conducts research and analysis on a range of

povermnent policies and programs, with an emphasis on those affecting low- and moderate-incoine
people. It is supported primarily by foundation grants.

LR E
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HOW WOULD A FOOD ASSISTANCE BLOCK GRANT
ADJUSTED FOR INFLATION AFFECT STATES?

By Robert Greenstein and David Super

A group of Republican governors have proposed replacing the current federal
nutrition assistance programs with a block grant to states. Under their proposal, the
overall size of the block grant each year would equal the amount expended in these
programs in FY 1994, adjusted for inflation. In addition, each state’s share of the total
federal appropriation would equal its share of federal food assistance spending in fiscal
year 1994. §

Some governors may believe that annually adjusting the block grant funding
level for inflation would protect states from cuts in nutrition funding that would have
resulted under earlier food block grant proposals. In fact, the Republican governors’
new proposal itself would result in substantial and rapidly rising cuts in federal
funding to states for food assistance.

. If no recession occurs between now and 1999, states would lose $7.8
billion over the first four years of the proposed block grant, compared
with the amounts states would be provided under current faw. These
cuts would grow larger over the years; by fiscal year 1999, the cut would

‘ equa $3.3 billion per year.

v If a recession occurs, the cut would be far more severe. During recessions,
existing food assistance programs such as food stamps and free school
meals expand automatically to meet rising need as poverty and
unemployment increase. Federal funding under the proposed block grant

would not expand during economic downturns and would fall far behind
need — and far behind what the existing programs would have provided.
This is particularly true because the base year that would be used to
calculate the amount provided for block grants — presumably 1994 —
was a recovery year, when economic conditions were far more favorable
than during recession years.

During past recessions, federal spending on food assistance programs has
risen sharply., When ensuing economic recoveries subsequently reduced
unemployment and poverty rates, federal spending has receded. At pre-
sent, the entitlement funding of the food stamp and child nutrition

777 Nerth Canitnl Skreet NF Snlte 705 Wachinnarnn, D 200072 Tel: 202-40R-10A0 Fax: 2002-4080N5R
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programs ensures that the federal government bears the added burden
during economic downturns. Under the proposed block grant, states
would have to meet the increased need during recessions entuely with
state funds.

An analysis of how states would have fared last year if an identical block grant
proposal had been enacted five years earlier illustrates this point. Had a block grant
been passed that set the block grant at the overall level of federal expenditures in fiscal
year 1989, adjusted for inflation — and fixed each state’s share of the block grant at its
share of the FY 1989 expenditures — more than $10 billion in fiscal year 1994 food
assistance support — 29 percent of the total food assistance nationally — would have
been lost.” (See Table 1.) The onset of recession in the intervening years accounts for a
substantial share of this loss in funds; under the block grant proposal, no additional
funds would be provided when unemploymcnt and poverty rose during econormc |
downturns.

If sucha block grant had been passed in 1989, every state in the nation but one
would have received less in food assistance funding in 1994 than was actually
provided. Allbut four states would have lost more than 10 percent of the funding
provided inthe state in FY 1994. Some 35 states would have lost more than 20 percent
of the funds received under the current programs. California and Florida each would
have lost about half of their food assistance funds, with California losing 48 percent of
the food assistance funding it received in fiscal year 1994 and Florida losing 49 percent.

Even if no recession were to take place for years to come, states would still lose
funding throughout the rest of the 1990s under this proposal. A block grant that
adjusts only for inflation is likely to leave states with madequate resources to meet food
assistance needs for several [8asons:

. The block grant would not take into account increased need for school
lunches and breakfasts as school enrollinents rise. The U.S. Department
of Education projects that the number of children in grades K through 12
will rise more than eight percent over the next five years. This is one of a
number of reasons that, even without a recession, the proposed block
grant would represent a cut in projected federal grant levels to states.

. Similarly, the proposed formula does not account for projected increases
in the number of low-income children who will be enrolled in child care
Institutions and qualify for meals under the child care food program. As
states move more poor mothers from welfare to work, the number of low-
income children in child care will rise. Federal funding under the child
care food program expands automatically to meet increases in need; a

—
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block grant w0uld not do so and would leave states further short of
funds. :

. Relling the WIC program into a block grant that expands only at the rate
' of inflation also would effectively end prospects for achieving the
national, bipartisan goal of achieving full funding for WIC so all eligible
mothers and children can be served. The WIC program has been found to
reduce infant mortality, low birthweight, and child anemia — and state
and federal Medicaid costs.

o Finally, as described in another recent Center analysis, Congress could
reduce the amount appropriated for the block grant below the amounts
specified in the legislation that establishes the block grant. With deep
cuts In total federal spending required if the federal budget is to be

~ balanced by fiscal year 2002, the block grant could still undergo substan-
tial additional cuts.

Problems with Distributing Funds Among States

One other problem looms. Freezing each state’s percentage share of block grant
funds at its share of total nutrition spending in fiscal year 1994 would expose some
states to particularly sharp furding shortages. Under the existing programs, states
whose economies are performing poorly automatically receive additional federal food
stamp and school lunch dollars to meet the needs of the newly unemployed. In the
same way, any state with increased school or child care enrollment automatically
receives increased federal child nutrition funding. This means that states whose
economies fare more poorly than the average state economy, whose population growth
is above average, or whose school.and child care enrollment is rising at an above
average rate, could receive too small a share of the funds available nationally. Suppose,
as the Republican governors’ proposal suggests, each state’ s share of the block grant is
set at its share of total federal food assistance expenditures in fiscal year 1994. As the
years pass and 1994 recedes farther in the past, the inequities among states will grow
larger. These inequities will become particularty acute during recessions when some
states suffer sharp increases in unemployment while others do not.

The problems that this distribuhon formula would cause can be seen by looking
at the distribution of federal food assistance funds to states in fiscal year 1989 and fiscal
year 1994. Suppose the percentage share of funds each state received in fiscal year 1994
were held to the same level as in fiscal year 1989. What would have happened? Even if
the block grant proposal were redesigned so the total armount of funds distributed
nationally in 1994 pqualed the amount actually distributed last year, most states would have
lost or gained more than five percent.. Delaware, for example, would have gotten 15

3
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- percent less in federal funds than it actually received; Florida would have lost 28
percent of its funds; California would have lost 27 percent. Meanwhile, Wisconsin
would have obtained 19 percent more than it received under current law, while
Michigan received 18 percent more. (See Table 2.) As noted above, these problems
deepen when one takes into account that under the proposal, the amount of food
assistance foods distributed nationally — and thus to each state — would be less than
would be the case under current law.

Finally, states vary in the degree to which their eligible populations can be
served with the federal WIC funds they receive. As.a result, a portion of each year's
WIC appropriation now is allocated to help expand WIC participation in states that his-
torically have received lower-than-average WIC funding. A block grant that froze each
state’s share of total nutrition funding at 1994 levels would lock in current inequities in
the distribution of WIC funds.
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TABLE 1: The Effect the Republican Govemors’ Food Block Grant Proposgal Would Have Hed in 1924
' if it Hacl Been Adapted in 1984 ‘
tin millions of dollars)

Federal | Federa) | Share of] Federal Nusrition] Cain (Loss) 1f FY 1994 Funds Set
Nutrition| Nutrition|Nutrition| Funds in FY 1994 | at PY 1989 Levals IMus Inflation and
Funds in | Funds in | Funds in[if GOF Gov. M'rop | State "% Shares Set at 1989 Shares

| Y1989 | FY 19v4 | FY 1980 | Adupted in 1989 {$ millions) (percant}
Alabama 34711+ . $7083 | 2.30% $575.¢ (1232.4) -18.7%
Alaska 8.7 925 0.24% 59.5 (32.9) -35.6%
Arizona 328.4 6539 | 161% M s (252 4) -38.6%
Arkansas 2410 3667 | 1.18% _ 2946 (72.1) <19.7%
Califorsia 1,743.2 40354 | 8.38% 20042 0 e C -48.1%
Celorado 2344 3625 1.15% 296 .5 (76.0) -21.0%
Connecticut 138.2 2726 [ 0.68% 1684 (103.7) ~38.0%
Delaware 40.8 826 0.20% 48 (32.8) -39 7%
Dist, of Col 67.2 1306 033% - Y.N (48.5) <37 1%
Etorida 8§17.2 L9626 | 4.00% Quo.U (963.0) =49 1%
Georgia 556.9 10063 | 2.87% 7174 (358.9) -35.2%
Hawaii 1140 2139 3.56% 140.5 {(734) . =34.3%
[daho 744 1130 037% 91.6 {215 -19.0%
inois 10866 | 15454 531% 1,328.3 (217.y 14.1%
Tndiana 3391 6274 166% 4145 (232.9) 35.9%
lowa 189.6 2578 093% 2318 (26.1} -30.3%
Kansas 167.3 2769 | D&% 204.5 (72.4) «26.2%
Kenticky 470.4 6393 | 2.30% 5756 (637 -10.0%
Lowsiana : A 994.8 | 2.67% w77 (77.1y -7 7%
Maine 86.6 16341 042% . 1058 (57.5) -352%
Maryland 2980 52551 1.46% 364.2 (181.3) -30.7%
Massachusetts 3192 54511 156% | - 390.2 (154.8) -18.4%
Michigan K35.1 1,2244 1 408% 1,6204 (203.5) «16.6%
Minnesota 27B3 45880 | 1.36% : n40.3 (117.7) -25.7%
Mississippi 504.1 6118 2.46% 6162 44 : C07%
Missoud 4210 7168 | 206% 5146 (202.1) -28.2%
Muontana 71.3 1034 0.35% 87.1 (163 -15.7%
Nebraska 108.7 1AE3 | 053% 1328 (35.4) -21.0%
Nevada 5a.1 1351 | 0.27% 6.4 (A6.5) -49 2%,
New Hampshire 349 6551 (.17% 427 (22.4) -34.9%
New Jemey - 422.3 75591 2.06% 516.2 (239.6) 31T .
New Mexico 1860 3335 | 0.92% 229.8 (103.7) -31,1%
New York 1,R5B.8 | 2,BY60 | 8.11% 20277 (868.3) . -3.0%
North Carolina 471.3 8242 | 2.30% [- 576.1 {248.1} 30,1 %
North Dakota 54.2 77.2 | 026% - 662 {11.0} ~184.3%
Chio 1,074.2 14973 525% |. 1332 (184.1) -12.3%
Oklahoma 3085 50711 151% 377.2 (129.9) -25.6%
Oregon 2351 | 3744 115% 287.4 (87.0) , 232%
Pennsyivania A95.4 1,468.2 1 4.38% 10446 | (373.6) -25.4%
Rhode lsland .7 1130 1 0.30% 74.1 (39.0) -34 5%
South Carolina 3234 5143 | T1.58% 3954 (119.0) 2231 %
South Dokota | 729 Y211 0.36% 8.1 a1 -3.3%
Tennesser 508.1 BR77 1 2.48% g21.1 {236.6) 227 6%
Texas 1,8402 | 34585 9.00% 2,245.5 (1,209.1) -35.0%
Utah 131.6 2032 0.p4% 160.5 (42.3) -20.8%
Varmont 382 27| 0.19% 4.7 (26.1) -35.9%
Virginia 3759 6969 | 1.85% 463.1 {233.8) -33.5%
Washington 2290 6152 | 161% 4022 (213.09 ~34.6%
West Virginia 2437 354.7 | 1.19% W7y |- (56.8) ~16.0%
Wisconsin 289.7 4190 | 1.42% 35411 - (£5.0 : -155%
Wyoming . 368 539 0L18% . 45D 9.0 ~16.6%
TOTAL 20,455.1 | 35,3453 | 100.00% 50047 (10,340.6) -29.3%
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TABLE Z: How the Distribution of Federal Food Assistance Funding Would Have Been Alfected
in 1994 If Each State's Funcling Had Been Set Equal 1o its Percentage Share in 1989°
{in millions of dollars)

Fodoral | Federod | Sharcof | Bederal Nutrition {Cain (Loss) if FY 1994 Funds

Nutrition| Nutrition| Nutrition| PundsinFY 1994 | Distributed According to

Funds in| Fundzin| Fundsin if Sharae Frozen States’ FY 193¢ Shares

RY 1989 | EY 1994 | FY 1989 | atFY 1989 Level (% millions) {percent)
Alabama 471,10 | $7083 | 2.30% $814.1 1. 105.7 14.9%
Alaska 48.7 9235| 024% 842 (8.3 ©.9.0%
Arizona 1284 65391 16% 567.5 (B6.3) 133%
Arkansas 2414 6671 1L18% 4164 49.7 13.5%
Califormda 11132 40354 8.33% 2,960.3 11,075.1) -26.6%
Colorado 244 3625 | 115% 405.0 425 11.7%
Connecticut 135.2 2706 0.68% 2388 (33.9) A24% -
Delaware 4038 826 020% 704 (12.2). A47%
Diist. of Col.’ 6722 1206] 033% 116.0 {14.5) A11%
Flarida 81721 19626 400% |- 14121 (550.5} 28.0%
Cuorgia 5859 [ 110631 287% 1,014 (92.2) -8.3%
Mawali 1149 2129 | 0.56% 1945 15.3) o7.2%
|daho 7349|1120 037% 129.5 164  14.5%
ILlinoks 10966 | 15454 531% 1,877.6 321 21.5%
Indiana 330 6274 166% 535.9 41.5 -6.6%
Towa . 1896 2573 0% 3276 69,8 C271%
Kansas 1673 27691 0.42% 2890 12 4.4%
Kentucky 470.9 £39.3 2.30% 8136 1743 27.3%
Louisiana L 7507 994.8 | 3.67% 1,272 3024 30.4%
Maine 86.6 1634 042% | 149.7 1 4%
Maryland 980  528.5| 1.46% 514.8 (107 -2.0%
Masgachusctis 3192 545.1 1.56% 551.6 | . 5.6 1.2%
Micligan 5.1 12244] 408% 1,431 2187 T17.9%
Minnesota 783 45801 1.36% 48101 . 23.0 5.0%
Misstssippi 504.1 61181 246% T 8711 259.3 12.4%
Missoun £210 7168 | 1.06% 775 107 1.5%
Montana 71.3 1034 | 0.35% . 123.1 197 19.1%
Nebraska 108.7 188.3 | D.5%% 1879 19.6 11.6%
Nevada 56.1 1351 027% T 969 (34,1) .28.2%
New Hampshirc 349 655| 017% . 603 (5.2) .8.0%
New Jerray 422.3 755.9 |  2.06% Y7 26.1) 5%
New Mexico |- 1se0 315 0.92% 1248 (&0 26%
New York 165881 28960 &% 2,856.3 (29.8) -1.0%
North Carollna 4713 8223 230% 814.4 2.9) A1.2%
North Dakota 542 772 | 026" 93.6 16.4 21.2%
Ohio 10742 14973 5.25% 1.856.2 3589 24,0%
Oldahurna 308.6 5071 1.51% 5332 261 5.1%
Oregon LR 744! 115% 062 I8 8.5%
Pennsylvania 89541 14682} 428% 1,547.3 76.1 5.4%
Rhode tstand 60,7 1M33| 030% 104.8° (5.3) T A%
South Carollna 234 5143 | 1.56% 555.8 445 8.7%
South Dakota 7291 21| 0.36% 1259 3.8 A6.6%
Tennossee 506.1 857.7 2.48% 877.9 0.2 24%
Texas 1,840.2 34585 9.00% 31797 (278.5) -8.1%
Utah 1316 2| 0% 2273 242 11.9%
Vermont 38,2 771 019% : 65.9 {6.5) -9.3%
Virginia 789 49691 1.85% 654.7 2.2 L 6%
Washingtot 3290 6152 ] 1.61%. 5685 #6.7) -7.6%
West Virginia 437 3547 | 119% £1,0 66.3 18.7%
Wiscongin 289.7 4190 | 1.42% : 5005 | 815 19.4%

[Wyoming 364 539 018% _ 63.6 9.6 O 17.9%

TOTAL 204551 | 383453 100% 15,345.3 ue 0.0%

*Assumes no cut in tolal funding fom the ameunt achually éxpended in fiscal year 1994,

NO. 468
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Republican Governors' Assoclatron
Welfara Reform Sassion

I Qblective

To have B thorough discussion on the broad outling of welfars reform among the
GOP Governcrs and House and Senate Rspublican leadars.

i, lssues for Discussion ‘
A, Block Grants -- GOP Governors support Biock Grants in 3 major areas of

walfare and social spending: AFDC/Cash Assistance, Food, and Child Care. GOP
Governors gre interested in exploring Block Grants in b additional areas; Child
Welfare, Social Services, Employment and Training, Health, and Housing.

.

The programs for inclusion in the above 3 Block Grants are:

Food -- Food Stamps, Nutritlon Asslstance for Fuerto Rico, Special
Milk Pregram, Chiid Nutrition, Child Natrition Commodities, Food
Dongtlions, Women, infants, Children Program (WIC), Emergency Food
Assistance Program, Congrepate Meals, and Meals on Wheels.

- Each State will receive that portion of the Block Grant that
equals the portion of the total Federal spending received by
gach State in FY 1994, Thls amount would be Bd_]USted each
year for infiation.

&Em&j_a_h ~- Aid to Families with Dependent Children (single parent
and two parent families), Emergency Assistance, AFDC

.Administration, and Job Qpportunities and Basic Skilis (JOBS)

pragram.

-~ Each State would receive the smount equal to the average of

spending in FY 1990 - 1994.

« Child Care -~ Title | (Education for the Disadvantaged), Migrant

Education, Native Hawalian Famlly Education Centers, Child and Adult
Food Pragram, Child Care gnd Development Block Grant, Child
Development Associate Credential Scholarship, State Dapandent Care
Flanning and Devalopment Grants, Temporary Child Care for Childeen
with Disabilities, At-Risk Child Care, Transitlonal Child Care, Head
Start, snd Even Start.

- Each State will receive that portion of the Block Grant that
equals the portion of the total Federal spending received by

Fip
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each Staie in FY 1994,

B. Fungding -- Funding is a State entitiement. See above for distribution.

C. _Administration -~ Moximum fiexibility for States 10 design and administer
programs would be given In the Block Grants. Reporting raquirements and Federal
regulations would be minimized. Programs would be sudited and States would

repay any rnisspant funds.
More speclficaily:

. States will davelop plans, deteiling haw they will use the funds to
meet the broad goals of sach Block Grant. A copy of the plan will be
" sent to the Secratary, and each State will also submit an annual
report, with information on the number of people served, servicas
provided, and funds expended. :

’ Audits wni datermine whethar funds have been misspent, and States
wyill repay such smounts,

¢ The Secratary's ability to require addiﬂona! reporting from States and
'impose restrictions on States w;lf be limited.

* States may transfer up to 50 percent fror‘n cne Block Grant to anothsr.

* States may carfyover funds from one fiscal yeac.10 the nexz,

. Qutstanding Issues

A, Medicald -- Current eligibility tied to AFDC recelpt; AFDC maintenance of effort,
in Medicald statute, needs to be eliminated. Other Medicaid/AFDC linkages need
exploration. .o

B. Legal Allens —~ Allow States the aption to providé assistance to this population.
Adjust base amount for gach State to reflect the lagal alien population they wouid
no longer have to sarva, .

C. Waivers -- States would be released from current waiver and cost-neutrality
agreements., ‘

D. Autamatlen -- Funding for information systems needs discussion.
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ITTLE V - CONSOLIDATING FOOD ASSISTANCE PROGRAMS

SECTION I FOOD ASSISTANCE BLOCK GRANY PROGRAM.
(a) PURPOSE. |

(1} The purpose of this act Is to consolidate Federal food
assistance into a single black grant to provide greater flexdbility

" to States to'meet the food needs of the State; as far-as practicable

under the conditions in that State.

(6) AUTHORITY TO MAKE BLOCK GRANTS.

(1) The Secretary of Agriculture shall make grants in accordance
with this section to States to provide food and nutriton dssxstance

to Individuals and familles.

{c) DISTRIBUTION 01'-' FUNDS.

(1) The funds appropnated to carry out this section shall be
allotted among the States as follows: A State shall receive that
portion of the block grant that equals the portion of the tota]
amount that State recefved for FY 1994 under the following

programs: (see attached)
(2) The amount received for FYs 97 - 2000 shall not be less than

- the amount received for FY 1998, This amount shall be an

enttiement for States.

(3) The amount allotted under paragraph (1) shal] be adjusted each.
fiscal year by the Secretary to reflect the percentage change in the
food at home component of the Consumer Price Index For All

Urban Consumers for the 1 year period ending May 31 of such
preceding fiscal year,

(c) METHOD QOF PAYMENT,

(1) The Secretary may make payments to a State in installinents,
in advance or by way of reimbursement, with necessary -
adjustments on account of overpayments oY underpayments, as
the S ecretary may determine.

(d) SPENDING OF FUNDS BY STATE.

{1) Payments to a State from the allotment under secdon I for 'any
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fiscal year may be Obhgaled by the State in that fiscal year or in
the succeeding fiscal year. Twenty percent of the payments to a
State from the aliotment under Section I for any fiscal year may be

transferred to ather block grant programs.

(e) FLIGIBILITY TO RECEIVE GRANTS.

(1) To be eligible to receive a grant in the amount allotted to a
State for a fiscal year, such State shall submit to the Secre.tary a

State plan containing assurances that -

(A) such grant will be-expended by the §tate to provide food
and nutrition assistance to resident individuals {n the State,
and

(B) such grant will be used for admln.lstratlve costs incurred
to provide assistance under this section. :

(2) Prior to0 expenditure by a State of payments made to {t under
this secton for eny fiscal year, the State shall report on the
intended use of the payments the State is to receive including
information on the types of activitles to be supported and the
. eategoties or characteristics of persons to be served. The report
shall be transmitted to the Secretary and made public within the
State in such manner as to facilitate comment by any person
(including anyFederal or other public agency) during development
of thereport and after its completion. The report shall be revised

throughout the year as may be necessary to reflect substantial
changes {n the activities assisted under this section, and any

revision shall be subject fo the requirements of the previous
sentence. The Secretary shall not impose additional reporting
requirements on States, ‘ '

(f) ANNUAL REFORTS AND AUDITS.

(1) Annual Report: Not later than December 31, 1896, and
armually thereafter, a State that recelves a grant under secnon I
shall prepare and submit to the Secretary a report -

{A) Specifying the uses for which the State expended funds
specified under Section I and the amount of funds expended
for such uses; and

(B) Containing avezilabla data on the manner in which the
_ food and nutrition needs of families in the State are being
- fulfilled, Including information concerning the number of
individuals and families being assisted with funds provided
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under Section I during the period fer which such report is
required to be submitted.

(2) Audits:

(A) Requirement. A State shaJ.l after the cdose of each
program periad covered by arepart submitted under section
i qudit {ts expenditures during such Frogram period from
amounts recejved under this secton.

(B) Independent Auditor. Audits under this se¢tdon shall be
conducted by an entity that is independent of any agency

G14

administering activities that receive assistance under this -

section and be in accordance with generally accepted
auditing principles.

(C) Submission.: Not later than 30 days after the completion

of an audjt under this section, the State shall submit a copy

of the gudit to the legislature of tHe State and to the
Secretary.

(D) Repayment. Each State shall repay te the United States
any amounts determined through an audit under this
section not to have been expended in accordance with this

section, or the Secretary may offset sych ammounts against -
any other amounts to which the State {s or may be entitled

under this secton.

SECTION L DEFINITIONS.

(a) Secreta;ry,

(1) Secretary refers to the -Secretary of Agriculture.
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MEDICAID FOR WELFARE SWAP

Impact on Federal and State Budge_ts‘
Trends in .We_lfare and Medicaid Costs
Coverage and Cost Issues for Medicaid Program

| lmpactl issues for Welfai'e
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‘Dollars in Billions
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Fed. Welfare:
$48 billion

WIC:$4 b

Food
Stamps:
$27b

AFDC:
g $18b

* Expenditures For the Swap: 1996

State Medicaid:
- $78 billion

Ageld &
Disabled:
$47 b

|

By Services | By Recipients




. Federal Welfare & State Medicaid
- Comparision of Expenditure Trends
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‘Estimated State Fiscal Effects of
Medicaid for AFDC/Food Stamps/WIC Swap

. Fiscal Year 1996

(state fiscal effects in millions)

Fiscal Year 2002

Projected State Projecled  State Gain - Projected State Projected State Gain
- Costs on Acute  Federal Costs  (Loss) Costson Acute  Federal Costs  (Loss)

- Stale Care Medicaid . AFDC + FNS Care Medicaid  AFDC + FNS .
California $6,941 -$6,882 ' $59 $12,979 . $8,838 $4,141
Connecticut $446 $478 ($32) $835 $614 $221
Indiana $742 - $778 ($36) $1,388 $999 $389
Michigan $1,584 $2,086 . = ($502) $2,962 $2,679 $283
Mississippi $219 $647 ($428) $410 . $831 ($421)
Texas $2,048 $3,540 ($1,492) $3,830 $4,546 ($716)
U.S.Total ~ . - $43,150 $48,297  ($5,147) $80,700 $62,022  $18,678

* Medicald estimates for 1996 were calculated by HCFA; estimates for 2002 assume the national growth rate for acuta care servicea.

** Food & Nutrition Services program astimates pasi 2000 were calculated by ASPE staff.

in,



Too much off the record’

| i A Reportersdldn't belongmaozy
I luncheon w-lth Hl!.lary C]inton

|‘ st bcl.ween us, the _}ournahst.s who -

| . gttended the “strietly off the record”

- juncheon with Hillary Rodham- Clin-

'vet‘,eran started out, learning just how criti-

ca,l it-i8 to do the job right. There are few-

-worse. sins in the trade than getting the.
facts wrong in someone's death notice.
| 'Except, perhaps, betraying a source.

Clmton mwt.ed selected reporters to a lum.

cheon, apparently‘with the understanding

| to detiver a 1
noon speech to the coalition at . |

lowa to hear
J ackson ta]k

The Rev, Jease Jackson :
plans to step up his organiza-

ton work for his Rainbow Co-

alitlon in

lowa ‘on -

. Seturday 4N

a3 the fea- §

‘tured ¥

speaker gt |

8 daylong

meeting of

the group.
Ordantz-

ers  said

Jackson Is Jm .
_.8cheduled Hero Saurday

the Best Weatern t Vil
lege hotel in Des Moines. The -

meeting begine at 9:30am, |

andlscpentomepubhc. they

They 8150 are making te.nta
tive plans for Jeckson to Join -

striking Bridgestone/Firestone’
workerson the picket Lines.

Jackson hea m&ped up his -
orgenizing work in Iows be-
- cause he fears a rightward

drift of President Clinton's ad-- .

ministration b the wike of the
Democrats'.defeat in the No-
vember election. Jackson has
hinted at challenging Cllnton
I the 1996 lowa caycuses, or -
possibly rorming a third party -
ItC becomes too conser-
vat.hn:

;éeg/v

' that what was said would not be for publi-.

cation..The New York Post was there, as:

were USA Toda ¥ The Washmgton Post,
t.he Chlcago Sun

ugme gathemlg Chnton occasionals .
!y told

e group, "“This you can say on the
-record,” sm%oa re'porter there, Linda Stasi,

dumb™ in her
promotion of health-care proposals, =

i The’[‘lmessaysthequobesused weré on
‘the, record Other reporters. present said

; the Tlmcs pubhshed off-the-recard

: . c%ubhc, barely done sha.kmg its head
over nnie Chiung's trickery with Newt " TR

~cord”-for thie most extranrdinary : citcum- S

iz, stances.would: “eep;the,pressifropibetray: §hr

' “T Whi ought $0; be wary of 1tself Report-

Passmgthe Welfﬁre“’buck_ :

: ty ls a nationwide pmblem, sa
i.n nead of a nationwide apfamach W

‘Gmgnch s‘mother, was’ re:runded agﬂm to
_be wary of the press..

ongressionnl Republlcans have
backed away from the gel-to
" with-welfare stance olitlined in t.heir:
Contract With America: House Speaker -
‘Newt Gingrich now -says Republicans
shouldn't be asked to live up tothe details, :

| Gingrich says Republi¢ans won't demantl .
that legal. hmmgrants be cast, adrift from
welfire programs, Further, instead of fed-

_the record.” It's almost never worthit.’
ton ought to be sent back to the obits desk ~
- for a while. That's where many 2 sedsoned

public official wunts to go “off the record.” - K

_1‘.

ers have gotten wo comforta.ble ahout ‘B0~ .
ing along With péople who'want to go “off; g

. There cal be several: reasons a hlgh-;"' o

 Sometlmes it's to leak information. Some- *
“times the purpose is to curry favor with .~

" knpllcation is that the privileged access

as saying she

.eral. leﬂelanon to: deny: benefits to;unwed

teex\s

%‘..
-3
8

' .eve&

| Some reform festures may. st.ay

heavies.

publicans plan to leave. that angl '
, gther feform options to the states, .

i

‘ently was seeking advice .on how to
. improve her publicimage. = -

" offer perwnﬁ.l advice'ts public ligures, and: .
- cord can be a signof'a reporter who would

: tabhshed at the'beginning of a meeting that-
~nothing; nothing at; all, was off the rocord:
“There couldn't be any mundersr.andmg,

~ and Kathleen thgrich or: Clmton and The

=

o “riiatitudiedn ianagin the ™~

on the -, _

GOP agenda.,‘buc states would bewme the' : ur’o"s $tate W él‘[ﬂl‘e bnll eﬂts
Onedangermthat,ifsmamgwenﬂm;ﬁ )

ther latitude in managing the programs, .

the gaps between various state we]fare‘
beneﬁu would widen furthers: - -

|.The gap- is already ridiculosly bmad‘

Miss:smpp!‘s Aid to Families: with ‘Depen--*

" dent Children pays the mother-of two fiist

‘8120 . per month. -lowa pays $4286;’

' Wisconsin, $618; California, $624;- Ver

mont,$658; A single mother with two:chil- -

. 'drenhvmngemontrecewesmrethm

five times as muchin Aid-to Farilies with -

. - Dependent Children as the same fﬂmﬂ?
' would recelve iy Mississippi.

~ Thyt disparity: ‘exists. despite l:he fact
‘that Mississippi, 83 & velutively poor state, .
‘draws more than $3'in Tederal money. for:.,
$1 the state puts up to. pay for

PHOTOCOPY ~— PRESERVAT LON -

whereu.s Ve,rmont gets on]y 1 of:

vided elsewheres; ;-

the press by flattering selected reporters-‘- o
them as Insiders. An unspoken -

will be. lostifunﬂattemgthmgsarewﬂt—- R
1en. Angther :purpose.can be to. solieit. in-" -~ -
formation from.the press, ‘Clinton : ‘appar- ST

But 1t ts Inappropriate for reporters to

it ¢an compromise them toget £00 fnendly

& goselp coluranist for the Daily News in  Moreover, taking information off the res” - -

New York. But only a New York Times re-
_porter quoted the first ladx
| was politically *najve

ramer -cozy up than dig. - -
No one would feel betrayed !f lt were es-

as there may have been between Chung. :

'I'imes reporter.’,
More: unportant rescrvmg "oﬂ' thc m-

mg mself by destromng the: pubhc 5 trust

federal help per- 81 of sta.te funds, Asare .
sult, im state dollars, Misslgsippi-contrib-:
utesless than $26 per-month to that fami~
1y's welfare, whlle Ven'nont cont.ributes
-more than $326

Qv scates even more al.lthonty over -
thecqreo meupoo;canonlyexaoerbate D
an already: flagrantly neven- system; ancf,i :

Il states are given further -

-programs; the:gaps: t\veen

would wqdan further. ;

enc(fm'agesom ﬂtatesfodump thexrwel-,'-' RN
“ fare casélosds on othets. IR

“Poverty i3 atnationwide Proble,m_, inneed - .
of a nationwide approach that recognizes ;. ..
£hé welfare family's: respnnsil;ihty tobe i
.come. self-qupporting as.well ag’societyls < - e
responmbuitymhelpmathappen Alloth: . L
ermaiorweltare-grantpmgmnsarefeder- Halo
“ally administered-and financed. States
: §hoild be allowed to experiment withinno:
vatwe refarm plans; ‘but .not within s0 -
1oose a framéwork that & young mother -
shandoned, in Mississippi. with. two ¢hil-"
dren must try o live with an AFDC grant

-le=g than one-fifthas genemus as that pro- ‘




By HERBERT- STEI\

expenditures for defense or Social Security
raises many interesting issues. But most
of the issues are not very important, For
example, [ find the idea of cutting capital

tional amendment requiring a balanced

budget interesting, mainly because of the’

high content of hypocrisy and ignorance in
the arguments for these proposals. But.I
den't think that if adopted they would do
much harm.

What I do think is important is the pos-
sible implications of the proposed budget
policy, which may be better called a bud-
get attitude,.for welfare programs.

. When proponents of the new program
are asked where they would cut expendi-
tures they usually start with cutting con-

have often téstified before congressional

The Republican promise to cut taxes
and balance the budget while not reduting .

. gains taxation or of enacting a constitu-

_ gressional staffers. That is OK withme. 1

committees where the hearing room was.

filled with staifers, few of whom had any

gued reason to be there, But the entire cost

of Congress. including the pay of the mem- -

bers, amounts to only about 1% of the fed-

eral deficit,
What's Excluded o
Next in the list of proposals is “wel-

fare.” What is meant by welfare in this .

context is money paid by the federal

government to people because they are

poor. [t does not include money paid to

people because they are over 65 years of
. age, or because they are. farmers or be-
cause they are velerans, or the special
benefits provided because they have .

health coverage provided by their em-
ployers or because they are in the: bust-

ness of producing textiles,

These welfare expenchtures the pay-

ments addressed specifically to poor peo-.

ple, amounted in fiscal 1994 to about $185 -
billion, 13% of total expenditures or about .
90% of the deficit. I suppose that what peo-

. ple generali, think of as.welfare is Aid to

" Families With Dependent Children, but

that costs the federal government only

about §16 billion a year, about 1% of tota]

expenditures ot about 8% of the deficit.

The costs of Medicaid and food stamps are

~ much larger.

Hardly anyone starts by saying that

his object is a cut of welfare. The' usual .

formula is that what is wanted is a. "“re-

form” of welfare, The existence of certain -

highly - undesirable conditions is recog-
nized—-unmarried teenage mothers, in-

fants not -properly cared for, children
-pootly educated, adults- with no regular .
attachment to the labor force. The “re-
is supposed to cure those condi--

fqrm‘ ] !
tions, But it is also supposed to entail a re-

duction in the costs of welfare—a reduc

tion of significant size and ccowTing

within the time horizon for Which. we usu-

ally budget, say five years.
In fact, in the starkest and most gen
eral perception the cut of: e_xpendlmms is

:elfare Cuttmg as Welfare ‘Reform .

' supposed itseif to oe the reform. the mea-

sure that will cure:the unwanted condi-
tions. Here we.are in danger of repeating

‘the error-of the extreme supply-sidism,
_ which I called the "‘punk” supply-smlsm
" of the early 1980s.’

‘The argument then was that cumng the

tax on income would cause people to work’

and .invest more to earn more income,

‘which would increase the tax base, and
therefore .would yieid more revenue. But -
the “therefore’” proposition was not a.log- .
- ica! consequence and was not, in fact,
_valid. If a tax cut of 30% caused an in:

erease of the tax base but the increase was

only, say., 5%. the revenue would decrease,
not increase. Everything depended-on the -

relation between the size of the tax cut and
the size of the increase in thé tax base.
Now people say-that if we- cut the wel-

fare benefits given to ‘young- unmarried.

, Board_ of Contribtjtoi;s "

In the iong run a suc-
cessful * welfare - program .

. may reduce budget costs.

- But that run is ltkely to be
_vefy long :

mothers. youhg unma.med women w1ll

have fewer children. QED, cutting the ben-
efits will cure, or at least ameliorate, the,

probiem. But, if cutting the benefits by,
say, 50% reduces the number of children

newly born to young unmarried women by,
© say, 5%, the problem is not reduced but is
aggravated. There will be maore misery .
among children—that is, somewhat fewer

children but-each in a much more mlser
able condition.
. Probably the enlargement of welfare

. programs that began in the -1960s con-

tributed to the conditions we now deplore.
The sizé of that contribution is, however,

_quite unclear. A Yot of other things have

happened in America, cultura!ly and eco-
nomically, in:the past 30 years that may

have contributed to.the problem. The-de-
*. ¢line in Teal per-caplta benefits in the
1950s did not. seem to ‘cause a re\rersal of ‘
. the trend. ’
But this lustory does not matter much. -
*We cannot-erase the slate and write policy
for the conditions as they existed 30 years.
-ago. We have-to deal with: the conditions .
that now exist. We have millions of yourg’

children being raised in unfit surround-

. ings, millions of too-young single mothers.
milions of pecple with low or negative pro-
ductivity. If all the welfare programs were
‘eliminatéd tothortow, these people would -

‘be here the next day, and .most of them

© would te here the next yea.r and 10 yea.rs e

f,rrom now.-

Our uhallenge now is. to ny to get peo-

-

! much ughness in its cities.

o reahty ever 15

' Council of Economic_ Aduisers, Mr. Stein is
‘an American’ Enre:pnse Instztute fellow R

ple out of the v.etfare poot. as qumkh as
possible, by improving their producuvm

to reduce the flow of new entrants into the
welfare pool, by therapeutic measures be-.

~ gun.at infancy: or before; and at the same’
time to maintain at least mn‘umum condi-

tions for the peoplé who, for all our efforts,
will remain in the. pool This is.d hard task,”
and it will not be cheap. For example one
common proposal these days is- to-put the -
most disadvantaged children .in orphan-
ages.. That will. certainly cost more than

leaving them where. they are. A posmve
program for welfare reform will also in-

volve more’ expenditures for training, for
day care, for publlesemce employment,

‘for close supervision of expectam mother-.-:r

and for other things.
In the long run a successful welfareﬁ

* program may. reduce budget -costs.. But :
.that Tun is likely to be very long. Our best ",
. .-hope is with, the next generation, and it -

may be a generation*hefore we see anyre-’
duction of costs. I could be wrorig about;
this. Perhaps someéene knows ways:to re-.

" duge the welfare population Quickly amd.

cheaply ‘Wwithout cruelty to those who are .
now part of it. 1-hope so. The main poin.;—

is to Ty to soive the problem, as-econom-. - -

ically as possible, and with the hope of re-

.ducing costs in the end, but not w:th re-
duction of costs in the short run as the
- main objective and requu‘ement '

~The Main Reason

Why shouldthe A.mencan mlddle-cla.ss
taxpayer -bé. asked to bear the. present

-coSts;. or even larger ones, of dealing with'
“the welfare problem? Something could be.

said about increasing . the: persona] secl- -
rity of the middle.class, or about. the:

- gains {rom mcreasmg the- productmty of

the labor force. But -tfiose are-not the
main reason. The main reason is a moral.

.one. It is not right for a country-as rich.
" a§:the.U.S. to aliow-so many. of 1ts resi-
. 'dents to live in ‘misery and squalor with- . ."

out making-a strenuous effort to prevent- .

it. Or-it'is an aesthetu: Tedson. Amenca

the beautifil is not* “beautiful with. so-

Not evéryone will share this viéw: A

- taxpayer may say, ''This monéy ['am pay-

ing does not go for me or for my-family or
even for anyone: llke me. and I'don’t want

- to payit.”That would be more candid than_
" saying that I'am going to' show my com:- .
passion for.the poor by spending l_ess, ‘

money on them, It would be an'honest po- -

. sition. If welfare “reformers” Who feel..
.that way. would say so, the issue woild be -

clearer and .the American people eould
make a better- choice. Instead, they now-
seem to bé offered a choice- between curing ..
the probiém: by spending less money and'
not curing the problem by spending maore .
money: The answer to tha.t is s;mpler th.an

A fomer chainman of the pres:dents
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would.wait in welfare lines and hope that the money

7

When the\Russ:an Foreign Mmlster defends
Moscow’s mlhtary assault against.the breakaway -
republic of Chechnya by comparing Boris Yeltsin to
. Abraham Lincoln Mt is clear Moscow is anxious.
about the small but\savage confrontation in the’
- Caucasus. Andrei Kozyrev's desire-10'make the war
more comprehensible to, Americans is understand-
able. Mr. Yeltsin's mishandling of the Chechen
rebellion is sure to strengt en-those who want to,
end American assistance and eturn to a strategy of
containing rather than befnendmg Russia. That
wou!d be a. mistake, but some reda\hbratron of long-
term American policy is warranted _—

Recognizing that the brutality. of the attack has
undermined Mr.. Yeltsin, President. Elinton has
urged him to end the killing of civilians and accept.
an offer from the Organization for Secur: - and’
Cooperation in Europe to help mediate a po 1t\cal
settlement. Moscow should not Tefuse. Belatedlx

tighter leash and end the indiscriminate bombing of
Grozny, the Chechen capital.’ Unfortunately, thi
army's sledgehammer appmach has already/ﬁls-
honored the important principle that, Mosco,w ‘has a
right to maintain the cohesicn of the Russ:an feder.-
ation, and in extreme cases like Chechnya, may use
limited military force. '

Mr. Yeltsin says he'is trying to put the.military on ><d Russian Government agencies, and expanding .

But the White House must~look beyond the-‘

Chechen crisis, for it has alter'ed the_political-pic-
ture in Moscow and Washmgton Like Mikhail Gor-

bachev, who lost polmc/gl traction at home before he -

lost his job, and who, rémained the pivot of Amerj-
can policy toward-the Soviet Union leng ‘atter- hls .
leadership had
troubje.before his country or the world is prepared
to deal with' the consequences. Secretary of State -
Warren Christopher cannot wish away'the problem
with expressions of faith in Mr: Yeltsm

© Mr. Yeltsin has lost the support of moderate
polmcal leaders, narrowed his c:rcle of advrsers

e e,

‘Pres1dent Clmtons Welfare Waffle

Everyone agrees that welfare needs reform
too many programs do far too little to boost rEClpl-;
ents toward self-sufficiericy. But House Republx-

. cans do not just want .to reform the system’s

operation. They seek to demolish the core principle
that any American who becomés truly needy is
entitled to support. .

cutters would tear up the -country’s social safety .
net. The shocker came last week when a timid -
White House seemed ready to acquiesce, .

~ Robert Pear of The Times asked Avis LaVelle,
.an Assistant Secretary of Health and Human Serv-
ices, whether she would defend the entitlement-
status of welfare and Medicaid (health insurance

for the poor). She answered ~:reflecting- White
| House thinking, officials there say — “'No, 1 can’t

. It’s just not smart for us to.take an advocacy -

' posinon one way or. another The ground is shifting

under our feet."

The ground may be shlftmg But when impor-
tant principles are at stake, Presidents are sup--
posed to lead, even if leadership requires digging .

heels into shifting terrain. The weak-kneed re~ -

sponse contrasts sharply with the President's
record: he worked to push the laudable 1988 welfare .
reform bill throiigh Congress and focused his Presi-
dential:campaign around a promise of tough but
compassionate reform. It would provide up 10 two
years of training, education and child care; but then
require able-bodied recnplents {o flnd work or take a a
government job.

What House Repub]lcans propose 1s an annual
national cap, on welfare assistance and food
stamps: the total amount of wellare money from
the Federal Government would be fixed no matter ,
how many applicants would qualify for assistance:
Under Republican rules, mothers “and . children

BHOTOCORY

/ The Yeltsm Problem

fecome illusory, Mr. Yeltsin is in-.

. cost ways-to deliver welfare assistance. = .- )
" Mr. Clinton knows all this. Indeed, he- has said ,
as much — in the past.-But now he wants to duck the

‘issue. When Secretary Donna Shalala of Health-and
'Human Services goes. o the House this week. to

* Capitol Hill is a perfect place for the Admlmstratmn
.o fmd its po]mcal guts .

and shed much of the moral atthority he gained {n
his'fight for reform. 1t is unclear h

he retains over an army embar {39
formance in Chechnya and embiftered by a loss of

- resources and stature, Mr, Yeltsin "'will find it hard

“much control
ssed by.its per- -

now to rise above the fractigus political forces m'.

"Moscow. Hls prospects for, re elecuon 1n 1996 are

dec]imng A e
“All this makes it

have a Russia pohcy,

avoid the sort of bear hug that left President:George

* Bush locked: in Mr.. Gorbachev's embrace. Ameri- -

can policy shauid be anchored in support.of econom-

ssential that Washington-
t a Yeltsin pohcy While not
writing ‘off Mr. .Y ltsm President Clinton must’

ic, politica /and mlhtary reform in Russia and the o

- mst:tuﬂgns and people making: it happen. That

means,feaching -out 1o other democratic leaders
like Ye_gor‘Galdar the former Prime Minister,
cementing ties already formed between American

exchanges between senior military officials.

Cutting off assistance is not in Russian or - -
Amencan interests. Subsidizing the dismantlirig of ~ -

nucledr, weapons in the former- Soviet” Union, cne
exampl\ls an indispensable- 1nvestment in post-
- cold-war securlty Congress has approprlated 3 27
billion for Lhat\purpose since 1992. - -

‘After long . delay, the International Monetary .
" Fund is negot:atmﬁ\mtenswely with.Russia about .
providing 313 b:l]ion\defperately needed to help..
stabilize the economy afid Slow the ‘inflation rate. "
Delaying or conditioning: the aid because of the
Chechen conflict:-.may have Short-term poht:cal '
appeal; the one sure Wway to. prevent the assistance
from indirectly. flnancmg the war is toqut iton hold.
. But further delay in heiping to shore up th\ Russuln
or Mr.
" Yeltsin's.error. If-Mr. Yeltsin is truly commi {ed to &
maklng Russra demaocratic, he’must move qulckly

~ economy. would" punish the Russian‘peopl

o end the war in Chechnya

I L

" would not run out before their- names were called '
Putting annual caps on welfare programs is -

‘misguided. For startérs, welfare is not draining the
Treasury. Cash assistance, food stamps and Medic-
aid cost less than-§150 billion a 'year; by compari-

. son, two other entitiéments — Social Security and; :
o Med:care cost nearly:$500 billion. -

It is dismaying, but unsurprising, that Speaker.‘ :
- Newt Gingrich and his compulsivé band of budget

If welfare is lumped-in with other discreuonary

_programs it will shrivel disastrously over time.
Even without a balanced budget amendment, tota) %
-discretionary spending wilt be held frozen over the

next' few years; the G.0.P. intends to drive . it -
sharply lower. Congress would almost. certainly

chop:welfare, whrch has no polltlcally powerful ’
. ‘constituency. ‘

" . Besides cruelty, the proposa] would make. the
€conomy mcreaslngly vulnerable to recession, Now,

as the economy -slows and’ ‘unemployed workers ‘

qualify for assistance,. government automaticaily

spends'more money on welfare, This not only helps

the needy but keeps spendlng levels high, States

‘could pick up where Congress leaves. off. But not -
many states will raise taxes during economlc hard N

times to take care of the poor

‘welfare. Congress might want to change rules that
currently allow. upper-income families:to play ac-.

" counting games to trick Medicaid. into paying for

nursing home care. Congress might want to require

- -able-bodied recipients to work. Washmgton might

want.to give states more flexrbllity to des:gn lower-

testify, she should riot be allowed to'do the 'same..

— - PRESERWVATION

.The G.0.P."is right is Lo insist that Congress '
“rethink who- should and -whoshould nat:qualify for.
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Welfare and Medicaid Responsibility Exchange Act of 1994

by Senator Nancy Landon Kassebaum
‘March 7, 1994

Mr-. President, later this Kear the Senate will take up the issue of
welfare reform. I know this is a high priority to the chairman of the Finance
Committee, Senator Moynihan, and many other members on both sides of the aisle.

While welfare reform has gotten much less attention than the current
debate over health care, I believe the need to act on this issue is at least as
important and as urgent. Today, I am introducing legislation to help address
this concern.

Without ﬂuestion the current welfare system has helped feed, clothe,
house, and ‘educate millions of children. It also is without question that we
have done so at an enormous price, not only in terms of money but in terms of
creating a dependency that has lead us in the wrong direction.

With the best of intentions, we have tried to protect children from
material poverty. In the process, we have helped trap too many children in a
different kind of poverty--where personal responsibility, individual
initiative, and a sense of belonging to community have no real meaning.

The real tragedy of our present welfare system is not the questions it
constantly raises about the misuse of taxpayers' money--important as that
concern is--but that the present system is failing children and families.
Welfare was never intended to become a way of Tife, but in too many cases that
is the reality we now face.

After 60 years and hundreds of billions of dollars, federal welfare
efforts still have not won the war on poverty. Today, one out of five children
Tive in poverty. Five million families with ten million children receive
welfare assistance. Each year, a half million children are born to unwed
teenage mothers, the vast majority of ‘whom will end up on welfare.

The trends are clear, and they are not good. They su%gest we already have
lost a large part of the present generation, and we will lose even more of the
next. That is why I believe the stakes in welfare reform are extremely high.
Our failure or success will determine, to a large extent, whether milljons of
children get a fighting chance to lead healthy, responsible, productive lives.

Unfortunately, the history of our repeated attempts to reform welfare
demonstrate that good intentions never guarantee success. If we want to
succeed this time, and I believe we must, then we must go beyond patchwork,
piecemeal change and fundamentally rethink our approach to he*ﬁing families
with children. '

For me, the first basic question to be addressed is not how to reform
welfare, but who should do the reforming. 1 believe a critical flaw in the
present system is not only a lack of personal responsibility-~it is a lack of
responsibility at every level of government.

Our largest welfare programs today are hybrids of state and federal
funding and management. The states do most of the administration, within a
basic framework of federal regulation, while the federal government provides
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most of the money. The resuit is a hod-epodge of state and federal rules and
regutations, conflicting eligibitity and benefit standards, and ccnstant push-
and-pull between state and federal bureaucracies. .

This may suit the needs of government bureaucracy. It cleariy is not
meeting the needs of children in poverty.

The first step toward real weifare reform, I believe, is to make a
clearcut decision about who will run the plan, who will have the power to make
key decisions, and who will be held responsible for the outcome.

The legislation we are introducing answers that question: It would give
the states complete control and responsibility for Aid to Families with
Dependent Children, the food stamp program, and the women, infants and children
nutrition program. In order to free state funding to operate these programs, I
would have the federal government assume a greater share--in some cases the
states' full share--~of the Medicaid program.

In budget terms, I am proposing a straight swap. The states assume all
funding for welfare and the nutrition’ programs and pay for it with money they
now send to Washington for the Medicaid program. The federal government keeps
funding it now provides to the states for welfare and food programs and uses it
to further reduce the state share for Medicaid. No state would lose money and
neither would the federal government.

For example, in my state of Kansas, the state share of Medicaid this
year will total almost $390 million. Federal spending for AFDC, food stamps
and WIC will total about $267 million. Under this legislation, the state share
of Medicaid would be reduced to about $123 million. That would free up the
$267 million in state funds to take over the entire federal share of AFDC, food
- stamps and WIC.

Nationwide, state payments for Medicaid that now total about $62.3 billion
would be reduced to about $21 billion. The balance would be kept by the states
to take over the roughly $41 billion that the federal government spends for
welfare and the nutrition programs.

In terms of govefnment responsibility, this approach would for the first
time draw a clear line between the states and Washington. It .would fix
responjibi]ity for welfare at the state level--with no federal strings
attached,

It also would begin the process of making the federal government
responsibie for Medicaid--an issue we already must address in health care
reform. The explosive growth in Medicaid costs is a major cause of budget
problems at both the federal and state level. Clearly, we must overhaul this
program, and [ plan to introduce legislation soon to tay out my own views on
Medicaid reform.

I believe the exchange of responsibilities proposed in this bill makes
sense, for two reasons.

First, giving states both the power and the responsibility for
welfare--with their own money at stake--would create powerful
incentives for finding more effective ways to assist families in
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need. Nearly half the states already are experimenting with welfare
reforms. This would give them broad freedom to test new ideas.

Second, I do not think Washington can reform welfare in any
meaningful, lasting way. The reality is that we cannot write a
single welfare plan that makes sense for five million families 1in
50 different and very diverse states.

Washington does not have a magic answer to the welfare problem. The
governors and state legislatures have no magic solutions either, but they have
the potentially critical advantage of being closer to the people involved,
closer to the problems, and closer to the day-to-day realities of making
welfare work,

In this case, I believe proximity does matter, perhaps powerfully so. One
of the most important factors in whether families succeed or fail is their
connection to a community, to a network of support.

For some families, this is found in relatives or friends. For others it
might be a caring caseworker, a teacher or principal, a local church, a city or
county official. These human connecticns are not something we can legislate,
and they are not something that money can buy.

True welfare reform will require a renewal of local and state
responsibilities for children and families in need. I believe that can only
happen if the federal government steps aside and allows the states to get on
with this work.

Mr. President, I ask unanimous consent that a summary of the bill and the
text of the bill appear in the Record following my remarks.



BASIC INFORMATTION ABOUT
THE KASSEBAUM SWAP PROPOSAL

WHAT IS BEING "SWAPPED:"
The basic purpose of the "swap" proposal is to transfer responsibility

for welfare assistance programs to the states, while beginning the process of
shifting respon51b111ty for Medicaid to the federal government

WHY THE SWAP IS fHE BEST APPROACH T0 HELFARE REFORM:

""States are ‘in a'much better position than the federal government to make -

_-determinations about programs providing cash and noncash assistance for lows.
income individuals and families. . In the past’ decade, most, if not all; of the
‘innovation in the area of welfare reform has or1g1nated at the ‘state and local -
levels. The number of waivers of federal mandates, regulatlons and ‘rules
being requested by states demonstrates a number of . s1gn1f1cant th1ngs.

There is a need to change the currently federally mandated system
of welfare assistance because it is not working well.

Federal rules, regulations, and mandates have hecome a barrier to
operating effective welfare assistance programs.

In the past decade, the momentum for restructuring the welfare
system has been generated by the states-~the innovations that are
being discussed in Congress and by the administration are the result
of state efforts to devise and operate more effective welfare
systems,

States need the flexibility to adapt their basic assistance programs
to better meet the needs of individuals and families in need of
welfare assistance.

Economic conditions, employment, educational and training
opportunities, and available support services vary widely among
states--a "one-size-fits-all" federal welfare assistance program is
not able to adapt readily either to this diversity of situations or
changing conditions.

In contrast, the federatl government 1s in a better position to devise and
administer basic health care services for low-income individuals and families.
As the health care reform debate has demonstrated, there is a need for the
deve lopment of a broader view of health care financing and service provision--
an appropriate role for the federal government.
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KEY PROVISIONS OF THE "SWAP" PRCPOSAL:

The states will assume full fiscal and administrative responsibility for
the Aid to Families with Dependent Children (AFDC), food stamp, and
Nutritional Assistance for Women, Infants, and Children (WIC) programs.

For five years, there will be a maintenance-of-effort requirement that
funds currently obligated by states and the federal government for these
programs be used to provide cash and noncash assistance for low-income
individuals and families. States will have the responsibility and

_flexibility to design and operate ass15tance programs w1thout federa]

rules, regu]at1ons and mandates.

”In return the. stafes will receive a federal supp]ement to the™ staté'
share of Med1ca1d expenditures equal to the_amount currently: spent - by the: -

federal government in-a given state for” AFDC, food stamps, and WIC

”_(adJusted annua11y to ‘account “for changes in populat1on and 1nf]at1on) °

" State Medicaid benefits ‘and plan options Wil be frozén at the

January 1, 1994, levels.. In the process of redesigning state welfare
systems, states may change Medicaid eligibility as long as the aggregate
expenditures for the state do not grow faster than the projected costs
for Medicaid under the current law.

‘After five years, the federal government will assume responsibility for

Medicaid {or its equivalent under a new national health care plan).
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180,416,284
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1,434,733,526

407,928,795

566,512,806
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201,898,154

(762,644)
90,831,972
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378,072,043

1,547,928,786
(165,053,559
7,808,514,923

291,458,719
3,233,138
310,333,585

(204,054, 384)

(3,411,346

1,325,221,634

15,573,354
194,181,827

(160,792,030)

10,549,525
270,439,698

(113,141,189)

(63,082,466
17,995,228

(29,321,871)

293,907,861
350,715,838
{95,015,261)
357,404,619
(4,048,744)

21,012,406,118
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of Block Grants for Federal Food Assistance Programs
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U.E. Department of Agriculture
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INTRODUCTION

The U.S, Department of Agriculture

administers the Nation’s domestic food and
programs (Appendix A).
Together, thesa programs sarve mora than
45 million Americans evary month. The
Food Stamp Program (FSP) alone serves
about 27 million people monthly, more than

haif of whom arae children, over a quarter of

whom live in households with earnings,
and about 7 percent of whom are eiderly.
The National School Lunch Program (NSLP}
sarvas 25 million children each day. WIC
provides food ' assistance, nutrition
education, and critical health care referrals
to nearly 7 million women, infants, and
children monthly. '

The Food Stamp Program is designed to
help meet the basic nutritional needs of all

aligible low-income families or individuals;
. other food and nutrition programs provide
supplemantal benefits to those with special . -
needs, such es children or pregnant or

lactating womaean. Together these programs
fashion a network of food and nutrition
assistance that ensures that every

~ American, regardless of income, has

access to an adequate and nutritious diet.

While food and nutrition programs have

-long enjoyed broad support, current fiscal

realities compel 8 careful review of the
marits of all federal programs. It is in this
context that the Personal Responsibility
Act and other proposals that could affect
food assistance programs are being
discussed. ‘

The Personai Responsibility Act (HR 4}, a
key component of the Contract with
America, would make sweeping changes
that alter the very character of the axisting

. food assistance programs. Specifically, the

Parsonal Responsibility Act, if enacted,
would:

o - Combine all USDA food and

- nutrition assistance programs into a

single discretionary block grant to
States:

o  Authorize an appropriation of $35.6
billion in fiscal yaar {FY) 1996 for
‘the Food Assistance Block Grant;

o Eiminate ' eli  uniform - national
standards; ' :

o Give States broad discretion to -
" design food assistance programs,
provided only that no more than 5

" parcent -of the grant support
administration, at least 12 percent
support food assistance " and
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" substantial

nutrition education for women,
infants, and young children, and at
least 20 percent support school-
based and child-care meal
programs; '

Eliminate
donate commodities; USDA -could
only sell bonus commodities to
Stetes;

. Require most single individuals or
childless .couples to work at least

- 32 hours per month in public sector

" jobs; and

Eliminate assistance for virtually all
' noncitizens, legal or not.

This paper examines the consequances of
the Personal Responsibility Act on the
existing food end nutrition programs. First,
we look at the impects these changes
would have on the food assistanca safety
" net.  Then, we examine the effects of
these changes on the nutrition and health
.of the Americen people,’
children and the poor. Next, we look at
. what -might happen to the food and

- agricuiture industry and the sconomy in
Finally, we explore how these’
... changes could -affect States and the - -

. individuals currently served by food and‘b

general.
nutrltlon programs. _
" changes put forward

raductions

- hava similar consequances

USDA’s authority to

FINDINGS

Enactment and implementation of the
Parsonal Responsibility Act would have
substantial consequences for tha safety net
of food assistance programs now in place;
for the nutrition and heaith of low-income
Amaericans; for food, agriculture, and the
economy; and for the level and distribution
of federal support to States. These effects
are each described in turn.

" Consequences for Food Assistance

The proposed Personal Responsibility Act
would significently reduce federal support
for food and nutntion assistance. JSDA
funding for food and nutrition assistance
wouid be cut by more than $5 billion -- or

‘13 percent — from the FY 1336 current -

service estimate and by $3 billion below

t spanding in FY 1995. The gap between

particularly

current services and the adjusted block
grant funding would widen to $7 billion in
FY 2000 and total nearly $31 bl!l:on over
five yaars (Table 1}.

The Personal Responsibility Act would also

‘eliminate funding for elderly congregate

C Whale this analyms concentratas on tha T
. in the Personal
.. Responsibility Act, it is important to note |
.- that virtually -.any proposal ‘that includes -
in  funding ‘or .. -
- creation. of Iarge-scala block grants would

- funds.

and . home-delivered = {meals-on-wheels)
meals provided through the Administration
on Aging (AoA). In FY 19395, AoA

- provided $470 miilion in addition to the

$150 million provided through the USDA
Nutrition Program for the Elderly. Funding ..
for these programs would need to come .
from - monias appropnated under

'Parsonal Re SpOﬂSlbllltv Act

| AII food and nutrition ass:stance would ba

forced to compete for limited discretionary

benefits would be subject to changing .-

Page2 -
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-Table 1 — EH{ect of the Personal Responsibility Act on USDA Food Assistance Program Costs

{Dollars m millions)

—
Fiscal Year .
1996 1997 1998 1989 2000 | O

Current Law:
Food Stamps/NAP $27,777 $29,179 $30,463 $31,768 $33,112 | $152,290
Child Nutrition . 8,681 9,269 9,903 10,556 11,283 | 49,692
WIC 3,924 4,231 4,245 4,379 4513 | 21,291
All Other 382 - 351 351 51 as1 1,784
Total 40,764 43,029 44,962 47,042 49,260 | 225,057
Proposed Law: 35,600 37,138 38,756 40,457 42,214 194,166
Ditference 5,164 5,891 -6,208 -6,585 -7,046 | -30,892
Percent Diffarence -12.7%  -13.8% -14.0% -14.3% -13.7%

. -13.8%

Notes: Based on current service program Esvel for USDA food assistance programs in Department
astimates of September 1994 {excluding projected costs of Food Program Administration
but including anticipated mandatory spending for WIC, consistent with Presidential policy).
This table does not include the budgetary effects of food programs operated by the
Administration on Aging in the Department of Health and Human Services.

The Food Stamp total inciudes the cost of the Nutrition Assistance Program in Puarto Rico.

The Child Nutrition total includes all administrative and program costs for the National
School Lunch, School Breakfast, Special Mitk, Summer Food Service, Nutrition Education
and Training, and Child and Adult Care Food Programs, the value of commaodities provided

_ to schools, and support for the Food Service Management Institute.

Tha All Other total includes all administrative and program costs for the Commodity

Supplemental Feod Program, the Emergency Food Assistance Program, the Food

Distribution Program on Indian Reservations, the Nugition Program for the Elderly, and -

" Food Distnibution to Charitable Institutions and Soup Kitchens and Food Banks.

Proposed levels for the block grant in fiscal years 1897 through 2000 are increased from
- the 1996 amount using the projected increase in total population and the cost of the Thrifty -
Food Plan for the praceding year. Totals may not aqual sum of columns due to rounding.

. This table assumes that Congress appropriates the full arﬁount authorized in each year.
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annual appropriation prfbn’fies. There is no
guarantee that Congress would appropriate
the full amount authorized in any given

year. Moreover, the authorization ceiling in

avery future year would be based on the
previous yesar's eppropriation. If the Food
Assistance Block Grant is reduced in one
year to support other pricrities, funding for

future fiscel years would be permanently

lower. As aresult, the difference between
the funding needed to support current
services for food assistance and the
funding appropriated to support the food
assistance block grent could be even
greater than the estimates reported here,

" Under the proposad block grant. food.‘

assistance programs would be unable to
respond to changing economic
circumstancaes.  Historically, the Food
Stamp and Child Nutrition programs have
automatically expanded to meet increased
need when the economy is inrecession and
- contrected when the economy is growing.

_ Under current law, if @ family or individuel
is neaedy enough to qualify for Food Stamp

- or Child Nutrition benefits, they ere essured -
of benefits regardless of where they live.

- These families end individuals need only

" apply to receive these benefits. Thus, as :

unemployment end poverty grow, so does

. program participetion, cushioning some of

" the harsher consequences of economic
recession. - :

"It is not possible for the Food Assistance

. Block Grent, or any othar block grant, to-
respond  to economic ‘or demographic .
changes in this way. Whila the number of .

~ people eligible tor end in need of essistance

wifl grow as .the economy waeakens, :
“unemployment Tises, or poverty increeses,

they will not necessarily be entitled to

receive any support. .Because federal
funding for food assistence would no
longer automatically increasein response to
greatar need, States would have to decide

" whether to cut benefits, tighten eligibility,

or dedicate their own revenues to enti-
hunger programs. The demand for.
assistence to heip the poor would be
greatest at precisely the time when Stete
aconomies are in recession and tax basas
are shrinking.

Food stamp benefits are based on the
amount of resources needed to purchase
an adequate and nutritious diet. If banefits -
are reduced across the board, they would
no longer be sufficient to enable families to
purchase the food they need to sustein an
active, heaithy life.

The importance of the loss of an autometic
adjustment to food assistgnce programs
can be illustrated best by looking back to

" the period between 1989 and 1994, when

the U.S. economy fell into recession and
subsequently recovered. Hed total food
assistance been cut by 13 percent in 1989
end then adjusted by changes in total

~ population end food prices — as proposad

in the Personal Responsibility Act — the
block grant in 1994 would have bsen over
$12. billion less. than the federal support:
actually provided for food assistance (Table -
2}, a reduction of ebout one-third. Over
the course of five years, the shortfall -

-would have amounted to $46 billion.

Evan in the absence'of'the initial 13..

parcent funding reduction called for in the
Personal Responsibility Act, the block grant
edjustment would not have kapt pace with

existing automatic adjustments. By 1994, =~

funding for food assistance would have -
been $9 billion below actual spending. Any
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Table 2 — Historical flustration of Food Assistance Block Grant
{Dollars in millions)

R ——— — — - —

With Initial Reduction * Without Initial Reduction

Year A:::f:: ‘ Adjusted | - Differnnce' Adjusted Ditference -

Assistance gl:a:: Total Percent gl:::: Total Percent
1989 $21,697 | 418,941 -$2,756 -12.7 | $21,897 N/A N/A
1990 24,778 20,666 -4,112 - -16.6 | 23,672 -$1,106 -4.5
1991 28,849 21,81 -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 23,363 | -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 iotal federal cost of all USDA food assistance prourarﬁs,
excluding Food Program Administration. The cost of food programs operated by the
Administration on Aging in the Department of Heaith and Human Services are not included.

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

The initial 12.7 percent reduction in the first year is equivalent 1o the estimated percentage
reduction in food assistance funding in the first year of the Personal Responsibility Act as .
shown in Tabla 1.
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block grant proposal wouid have similar
effects because no formula adjustment can
roeplace the automatic adjustments built

into the Food Stamp and Child Nut_rition '

programs.

The proposed block grant would shift 2

spending among food assistanca programs.
- The floors and ceilings on spending for
administration, for services for women,
infants and young children, and for child

nutrition would redistribute tha funds .
available for- these . broad program .

categories (Table 3}. The minimum set-
aside for food assistance and nutrition
education services to women, infants, and

- young childran would be about $860
million more than the anticipated spending -

on compareble WIC services in the FY
1996 baseline. The minimum set-eside for
child nutrition services . excluding
edministration would be $1.2 billion less
than the comparable baseline. Tha funds
remaining would be $3.7 billion below the
projected current servica level for all other
programs, including the Food Stamp and
Food Distribution programs.

Thel federal share of Stéte administrative

expenses for food essistance programs
now averages about eight percent, with
substantial variations among States. Under

tha Parsona! Responsibility Act, States
could use no more than five percent of

their grant on program administration.

Thus, the ceiling would effactively reduce
fadaral support for administrative costs by

more than onae-third. . Because tha bill

would not require Statas to contribute any

of -their rown  funds to- program
admi_nistration_ — whila currant law requiras
them to contribute about half of the cost of

administering the Food Stamp Program —

‘the actual reduction in total administrative

support could be much greater.
Consequences for Nutrition and Heslth

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

Tha scientific link betweaen diet and health
Is clear — dietary intake is linked to major
chronic diseases, including heert disease,
stroke, diabetes, and certain forms of
cencer. Fourteen percent of all deaths,
about 300,000 per year, are linked to diet
end activity patterns. Furthermore, small
improvaments in average dietary intekes
towards the Diatary Guidelines for
Americans have e large .value. Very
modest raductions in fat, saturatad fat, and

. cholesterol intake due “to food labeling

changas {from 0.1 to 1.4 percent) were
valued by the Food and Drug
Administration at $4.4 billion to $26.5

billion over 20 years. ' '

Low-income households are at greater risk

~of nutrition-related disorders and chronic -
disease than the rest of the population,

There is a substantial body of research

_ demonstrating ' that the incidence of.

nutrition-relatad disorders and health

. conditions reletad to poor nutrition is -

greatest among the low-incoma population.
The Federation of American Societies for
Experimental Biology, in- a report- on- -
nutrition monitoring in tha United States,”
summarizas various findings from key

‘nutrition studies of recent years. Among

the findings reported are the following:
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Table 3 - Distribution of Program Funds Under the Proposed Block Grant and Current Law
{Dollars in millions)

— e e ——— . — ]

S - —
| T Fiscal Year
1996 1997 1988 1999 2000 | °@
Block Grant Funding: |
Administration {(5%) | $1,780 1,857 $1,938 $2,023 32,110 | 49,708
Women/infant/Child (12%) | 4,272 4,457 4,651 4,855 5066 | 23,301
Child Nutsition {20%) 7120 7428 7,751 8,091 8,443 | 38,833
Al Other 22,428 23,397 24,416 25488 26,595 | 122,324
Total 35,600 37,138 38,756 40,457 42,214 | 194,166
Current Law Funding: ' ‘ ‘
Administration 2,864 2,958 3,042 3,154 ° 3,273 | 15,291
wWIC 3,414 3,685 3,699 3817 3,937| 18552
Child Nutrition 8.321 8,884 9,480 10,088 10,766 ) 47,539 .
All Other 26,165 27,503 28,742 29,984 31,283 | 143,677
Total 40,764 43,029 44,962 47,042 49,260 | 225,067
Ditferencea:
Administration 1,084 1,101 -1,104 -1,131 1,363 | -5,583
Women/Infants/Children _ 858 772 952 1,038 1,128 4,749
Child Nutrition | 41,200 1,456 1,729 © -1,997 -2,323 | 8,706 -
All Other - | 3737 4106 -4326 4,496 4,688 | -21,353
Total -5,184  -5,890 -6,206 -6,585 -7,046 | -30,892
B SO A B W o B8

Notes: The current law estimate of spending on administration includes federal funding of State
Administrative Expenses for the Food Stamp, Child Nutrition, and Food Distribution
programs; administrative funding {exciuding the cost of providing nutrition aeducation, heaith
care referrals, and other services) for WiC; other program costs (such as printing and
shipping of coupons) for the FSP; research and evaluation; coordinatad raview for the -
school meals programs; funding for the Food Service Management Instituta, dietary
guidelines impiementation, and communication activities related to the Child Nutrition
Program. Faderal Food Program Administration is not inciuded. Nutrition services, health
care referrals, and other similar costs for WIC are included as a WIC benefit. .
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The current law Child Nutrition total includes all program costs for the National School
Lunch, School Breakfast, Special Milk, Summer Food Service, Nutrition Education and

Training, and Child and Aduit Care Food Programs and the valug of commodities provided to
schools. - .

The current law All Other total inciudes ail program costs for the Food Stamp Frogram, the
Nutrition Assistance Program in Puerto Rico, the Commodity Supplemental Food Program,
the Food Distribution Program on Indian Reservations, the Nutrition Program for the Elderiy,
~ and Food Distributiqn to Charitable Institutions and Soup I(itchans and Food Banks.

This table assumes that Congress appropriates the full amount authorized in each yaar.

Sums may not total due to rounding.
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The prevailence of heelth conditions
. directly or indirectly related to poor
nutritional status is generaily
highest among the
population;

The  risk of - nutrition-refated
disorders is generally greater in low-
income groups than in groups with
higher incomes;

The prevalence of iron deficiency is
greater among women below the
poverty line than among woman
above it; :

Intakes of a number of vitamins and
minerals are lower among the poor
than among the nonpoor.
example, on average, low-income
women have inadequate intakes of
vitamin E, vitamin B-6, folacin,
calcium, magnesium, iron, and zinc.
Their intakes for these nutrients are
below those of women at hlgher
income levels; and

The rate of anemia is substantially
higher among poor children below
the"age of 4 than among nonpoor
children in this age group.

Most of the food assistance and nutrition
programs were started in response to
documented problems of under-

. consumption and undemutrition in the

United States in-the 1960°s and early
1870°s. Resuits from thrae major nutrition
surveys — the Ten State Nutrition Survey
{1968-1970), the Preschool. Nutrition
Survey (1968-1970), end the first Health
-and Nutrition Examination Survey (1971-
1974) indicated that problems of growth
deficits, anemia, end dental caries were

low-income

For

more common in low-income populations
than in the U.S. population as a whole.

- The existing - food assistance programs

contain a direct link to nutrition and heaith.
Food stamp benefits across the country are
tied to the cost of a modestly-priced
nutritious diet sufficient  to sustain an
active, healthy life. The key components
of WIC include food packages tailored to
specific _nutrition requirements, nutrition
education, health care referrals, and
immunization screening. The Child
Nutrition Programs contein standards that
ensure school meals served to America’s
children meet certain nutritional
requirements.

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.

-USDA has conducted periodic surveys to

assess the eating habits of the American
peopie. These data show that the diets of
the poor improved markedly between
1965-1966 and 1977-1978, a period that
marked the nationwide axpansion of the
Food Stamp Program and the introduction
of WIC. The percent of low-income
households . with diets that met 100
percent of tha Recommended Dietary
Allowances (RDAs) for 7 key nutriants
essential to good health ~ protein, calcium,

‘iron, vitamin A, thiamin, riboflavin, and

ascorbic acid — -grew from less than 40
percent to about 50 percent. This increase

is more than double the increase — from 50 .~

percent to 55 percent - seen in the general
popuiation; over the same period.

Nutntional status in the United States as -
measured by growth, low birthweight, and
hematological status has improved.
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- number of reviews credit a part of this
improvement in the nutritional status of
vuinerable groups to the safety net
provided by the food ‘and nutrition
assistance programs. ‘

0  The incidence. of stunting has
decreased by nearly 65 percent.
 Nutrition surveillance data (CDC,
1977) from 13 States for the period

“Anemia has, for a long time, been

associated with apathy and

- listlessnass. More ‘recent data

indicate that physical work capacity
is decreased with anemia. In
addition, mild to moderate anemia
has bean associated with
diminished mental performance in
school. :

from 1974 to 1976 indicated that Under the Personal Responsibility Act sfl

22.8 percent of preschool aged nutrition stendards for food assistance
~ children wera stunted {having low programs would be eliminated,

height for their age). Simiiar data _
wera reported from the first Health 0
and Nutrition Examination Survey,
However, by 1992, the prevalence
of stunting in low-income children-

- had dropped to 8 percent (DHHS,
1994),

o - Similar impiovements in the

" pravalence of low birthweight have
been documented. \n 1365-1967,

8.3 percent of ali live births in the

United States were low hirthweight

‘(less than 2,500 grams). By 1990,

_ the low Dbirthweight rate had

_ dropped to 7.0 percent.

. o . The prevalence of anemia in low-

' income preschool aged children has
also improved dramatically. Data -
from the CDC Pediatric Surveillance
System indicate that rates of. .

“anemia in pré-school aged children
dropped by § percent or.mora for .
~ most age and racial/ethnic groups
.betwaen 1380 and 1991 (Yip et al,
1992}, Rasearchers attribute a
. significant  proportion of this
. raduction in anemia to participation
inwiC.' . : S

The Personal Responsibility Act

~would eliminate the standards that

ensure America’s children have-

‘access to heafthy meals at school,

The current law authorizing the -
Child Nutrition Programs ansures
that the meals served to school '
children satisfy certain nutrition
standards, As aresuilt, participating
children are able to obtain the-
recommended one-third of the RDA
for basic vitamins and minerals
assential for good health from lunch
and one-fourth from breakfast.

" Students’ daily intakes of total fat
. and saturated fat, however, exceed

current dietary recommendations.
Daily intakes at lunch averaga 37
percent - of calories from~— fat,-
compared with the Dietary Guideline -

goal of 30 percent or less, and 14 .
" percant from . saturated f{at,

- compared with the Dietary Guideline -
- goal of less than 10 percent. USDA -

— through its School Meals Initiative
for Healthy Children -- proposed
regulations in June to. update

. nutrition standards and  require

school meals to mest the Dietary
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Guidelines. The 1994
reauthorization of the Child Nutrition
Programs further endorsed the
Dietary Guidelines as - national
standards by making them a
program requirement by law.

The Personal Responsibility Act
threatens the key components of
WI/C. Much of WIC's success rasts
on a tightly prascribed combination
of targeted food package, nutrition
counseling, and direct links to
health care for expectant and post-
pertum mothers and their children.
Under the Personal Rasponsibility
Act, States no longar wouid be
required to provida any of these key
componants. Tha potential loss of
these components is particularly
problematic given the significant
body of evidenca thet shows
investments in WIC raturn
substantially larger savings in public
haelth care costs.

Rigorous studies hava demonstratad
‘that WIC reduces infant deaths, low
birthwaight, premature births, and
othar problams.

outcomes than eligible
nonparticipants.  Participation in
WIC increases average gestational
age and birthwaight while reducing
the incidence of very Ilow
birthweight babies and infant
mortality. As a result, Madicaid-
. aligible: woman who participate in
WIC have lower health care costs.

In the. first EQ days after birth, the

Maedicaid savings for newborns and

their mothers averaged between
$1.77 and $3.13 for every dollar -

Prenatal WIC
participants have better birth-

spent on WIC. The ratio of savings
to costs was larger when measured
over the first year, ranging from
$1.92 to $4.21.

WIC improves the nutrition of
participants. The program played a
significant role in the decline in tha
incidence of iron deficiency anamia.
Children participating in WIC have
more -nutrient dense diets than
eligibla nonparticipants, with higher
intakas of iron, vitamin C, thiamin,
piacin and vitamin B,.

WIC participation is also responsible
for better health care use. Pregnant
participants ere more likely to
raceive prenatal cara. WIC also
significantly increases the rates of .
childhood immunization.

Statas would not be held accountable for -
resufts. Whila tha Personal Responsibility
Act eliminates al nutrition standards, it
provides no mechanism to. ensure.
accountability. for echieving results end
ensuring proper stewardship of federal
funds. . There are no raguirements or
vehicles for State reporting of activities,
federel oversight of operations, or reporting
to Congress and the American public on
the services provided or the results
achisvad with a multi-billion dollar block
grant. '

'Consequenc;as for Food, Agriculturei-_a’nd
the Economy -

The Persona‘l Responsibility Act would

.ultimately mean less money available to

support food purchases and agricultural
incomes. This affect occurs in three ways.
First, the bill would reduce the amount of -
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federal support for food assistance
programs. Second, the bill would repeal
USDA’s authority to donate commodities.
And finally, the bill would enable States to
move away from food stamp coupons,
electronic benefit transfer,- and WIC
prescriptions — each with e direct fink to
food purchase — and provide assistance in
cash. Retail food spending will decrease
when the same level of assistanca is
provided as: cash rather than targeted
‘assistance. '

These changes have implications for the
food. and agriculture industry and the
general aconomy. A reduction in federal
support would result in lower retail food
sales. As food spending declines, the loss
in sales would affect earnings of food
manufacturing and distribution firms.
Agricultural  producers would suffer
decreases in gross farm income as farm
prices and food sales.  decline. The
economic -effects would not be limited
specifically to food-related goods and
services. Non-food sactors would be
affected by reduced government
expenditures in the economy. This would
occur through deficit reduction, tax cuts, or
some combination of both. Appendix B
- describes the procedures and detailed

results of an analysis to estimate impacts .

for farm and food -sectors and. the
economy-at-large. ‘

By reducing federal support for food
- assistance by $5 billion and converting the

~ remaining $35.6 billion in food sssistance
" to  a-  block grant, the Parsonal .

Responsibility Act could resuft in -an.
 Immediste fall in retall food sales of $4.25

The cap .on

billion to $10.5 billion. 7
administrative spanding will force States to
look for ways .to reduce administrative

costs. Even without this incentive, many
States have pushed hard for waivars to
existing Food Stamp Program regquiremants
to provide food stamp benefits in the form
of cash rather than coupons. Under the
Personal Responsibility Act, Statas would
no longer need to seek USDA’s approval
and could immediately cash-out any end all
food assistance programs, .Cash-out could
occur in spite of evidence that an in-kind
benefit is more effactive in stimulating food
purchases than a similar benefit provided in
cash.

-‘Agricultural producers stand to lose under

tha Personal Responsibility Act. Farm
income for livestock, vagetable and fruit
commodity producers could fall by as much
as $1 to 62 billion in response to a §5

" billion cut in- federal support with

conversion of remaining food assistance to
block grants. Income losses for other

- agricultural producers would be moderated
- by existing farm price and income support

programs. For example, grain and soybean
producers’ gross income (which includes -
governmaent farm support payments) could
potentially fall by $200 million and federal
grain program costs would increase by
$250 miilion. Gross farm income declines
because government payments do not fully

- offset tha loss of market income.

“The impact on the dairy sector depends on

the potential losses in fiuid milk sales if the -
mandatory milk requirement in the National
School Lunch Program is lifted. If fluid milk.

sales to. the NSLP were to fall by 25 --

percent, dairy producers would lose as -
much as $380 million in income.. Federal -
dairy program costs would increase. by
$228 million. With no decrease in milk -

" usage by NSLP, the income loss would - .
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potentially reach $315 million and program
cost would increase by $191 million,

For peanut producers, gross income losses
could vary between $0 and $26 million
depending on the extent to which the
existing section 32 surplus removal policies
absorbed the excess supplies. Likewise,
peanut program costs could increase from
$14 million to $37 million.

Wse also estimated impacts beyond the
farm sector using economywide models
that incorporate intersectorai linkages
among different goods and service
producing sectors. ~  Impacts were
estimated for several scenarios as detailed
in Appendix B. Short run impacts were
estimated assuming constant wages end
prices. :

In the short run, the Persongi Responsibility
Act could add a tenth of a percent to
aggregate U.8. unamployment. A $5
billion reduction and conversion to block
grants could cost 126,000 to 138,000
jobs, the majority of which are in the food
sector. Farm and food sector output could
fall by as much as $6 billion to %16 billion,
and output in the nonfood sector could
decrease by as much as $4 billion. (in

soma scenarios, output. in the nonfood

‘sactor could increase. by $2 billion.) In

genaral, avery $1 billion reduction in food .

assistance costs the economy about
25,000 jobs. '

in the long-run, the Personal Rasponsibility -

Act would reduce smployment in farm

production by 15,000 to 45,000 jobs end .

output by more than $1 billion. Food
processing and distnbution- sectors could

losa batween 28,000 and 83,000 jobs and .

between $3 billion end $9 billion in output,

Employment declines in the food sector
would be offset by non-food job increases..
While some of the short-run impact would
be mitigated as the economy adjusted back’

. to full employment, there would be lasting

changes in the composition of output and
in the distribution of employment. Wae .
estimated long run impacts with an
sconomywide modal that aliows for wages
and prices to adjust to restore a balance
between the supply and demand for labor
and for various goods and services in the
economy.

Tha economic effects would be felt most

heavify in rural America. For both the

short-run and long-run scenarios,
nonmetropolitan areas would suffer
disproportionate job losses. In the short-
un, in response to a $5 bilion food
assistance funding reduction with
conversion to "a block grant,
nonmatropolitan ereas would losa twice as
many jobs as urban areas as a proportion
of employment levels. In addition to
farming, food procassing activities are
located in these argas. Inthse long run, the
nonmetropolitan employment and output
tosses diminish but would not entirely
disappear. Conversely, employment in
urban areas would actually increase
slightly, thus permanently shifting
empioyment from nonmetropolitan to--

" metropolitan areas.

Undoer the Personal Responsibility Act, the -
emount of commodities made availabla to
suppont food assistance would- be
significantly reduced. USDA would have
authority only to sell bonus commoditias to
States. Eliminating federal food assistance -
programs would remove e significant outlet

~ for the commodities obtained under pricae-

support and surplus-reamoval programs.
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This would resuit in diminished support to
- agricultural  markets, . increased federal
storage costs and possibly increasad
donations .to foreign countries in lieu of

distribution of such c¢commodities

domestically for use in providing food
assistance.

Consequences for States

The proposed formula for distributing grant
funds to States would result In substantial
individua! losses for most States. |f
Congress appropriates the full amount
authorized under the Parsonal
Responsibility Act, most States would lose
federal funding in FY 1996; only eight
States would gain. In some cases - as

shown in Table 4 - the gains and losses

are substantial. For example, California
could gain about $650 million; Texas could
lose more than $1 billion.

Several factors helb axplain the battern of .

winners and losers. On the one hand,
there is tha 13 percent reduction in total
federal funds available for food assistance.
Absent any other change; ail States would
lose federal funding.

On the other hand, thers is the allocation

of funds among States using their share of

the economically disadvantaged population.

This approach would radistribute benefits

among the States for .at least thres .

reasons.

- First,~ the ‘income  limits - defining the
. economically disadvantaged are higher in

_ soms parts of the country than in others
{Appendix C). Holding everything else -

| ‘constant, States in regions with higher

- income limits — and, therefore, with larger

. numbers of pecple defined as economically

disadvantaged - should gein federal
funding in the proposed block grant.
Conversely, States in regions with
relatively low income iimits should receive
a smaller share of the block grant.

Sacond, some States sarve a higher portion
of those eligible for food stamp benefits
under the existing program. Because the
block grant funds would be distributed
among States based on a count -of the
number of economically disadvantaged
people — not the number of people actually
served — States with relatively high food
stamp participation rates would be-more
likely to lose federal funding than those
which have been less successful in
enrolling the eligible population.

Finally, some States pay higher AFDC
benefits than others. Food stamp benefits
~- beacause .they depend .on household.

income, including AFDC - tend to be
smaller in States with large AFDC
payments. Because the block grant funds
would be distributed among States based
on the number -of economically
disadvantaged people -- not the proportion
of 'benefits currently going to. those
individuals — States with the highest AFDC
paymants would ‘be. most likely to gain
federal funding under the -proposed block
grant and States with the lowest payments
would be most likely to iose..

_In other wofds, the States that lose. are

likely to be in regions with relatively low

~ income limits, to have higher than average -
_ rates of participation in the FSP currently,

and to pay relatively low AFDC benefits. -

" The cases of California and Texas illustrate

how these factors would interact to affact

- funding available to each State. California
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Table 4 - Effect of the Parsonal Hésponsibility Act
on USDA Food Assistance Programs by State in Fiscal Year 1996
{Dollars in millions)

Level of Foad Ditference
: "Assistance :
State ' _
Current Proposad Total Percent
Alabama e $818 $713 « $105 | - 13
Alaska 97 84 -13 -13
Arizona 663 554 -109 -16
Arkansas 422 403 -19 -4
Catifornia 4,170 4,820 . 850 16
Colorado _ ‘ 412 417 5- 1
Connecticut 297 248 - 49 - 17
Delaware .92. - 58 - - 34 - 37
District of Columbia 137 B85 ~52 - 38
Florida 2,194 1,804 . - 389 -18
Georgia 1,209 934 ©-275 -23
Hawaii 215 198 -17 -8
Idaho o 127 176 ‘ 49 a8
Hlinois ‘ 1,741 1,483 - 258 <15
Indiana = - : 7t3 691 - 22 .-
lowa 297 266 -3 -11
Kansas 307 270 «-37 -12
Kentucky .. 740 582 . =157 -2
Louisiana 1,141 765 .~ 375 -3
Maine ' 188 - 167 -2 - 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
Missouni o - 810 754 -56 . -7
"~ Montana M 140 29 26
Nebraska 187 17% =12 . -6
New Hampshire - 89 94| - 5 5
New Jerssy - 836 704 -132 -18
New Maxico : .. 381 3 -40 -11
Nevada 145 . 150 | 5 3
New York 3,101 2,661 - 440 - -14
North Carolina C 930 849 . - 81 -9
North Dakota _ 86 726 . -9 - 11
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Lovei of Food " Diferance
. Assistance :
Stata :
' Currant Proposead Total Percent
Chio ' 1,768 1,287 ~ 481 -27
Oklahoma 528 475 -83 . -10
Cregon - 410 346 - 64 - 16
Pennsylvania 1,817 1,465 - 152 -9
Rhode {sland 128 101 | -27 -21
South Carolina 602 546 -56 -9
South Dakota 99 . 95 -4 -4
Tennessee . 983 743 -241 -24
Texas 3,819 .2,665 | -1,154 - 30
Utah 234 2771 43 18
- Vermont 76 66- -10 -13
Virginia - . 783 . 597 - 185 - 24
Washington - -] = 660 444 - 216 - 33
Woest Virginia 405 309 . -96 . -24
Wisconsin - 467 442 -25 -5
Wyoming ‘ 57. 57 .- 1
Territories/ITOs/Other . S
Dept. of Defense 5: - 0 -5 - 100
indian Tribal Qrg. ' 122 85 - 37 -30
American Samoa 5 5 - .- -3.
Guam - an 30 -1 -3
. Puerto Hico 1,478 1,698 221 15
Virgin Islands 1 398 38 -1 -3
Outlying Areas 2. 2 - -3
Total . ' 40,764 35,600 - 5,164 -13
Notes: : Individual cells may not sum to totals because of rounding.

Thié table 6ssumes that Congraés appropriates the full amount
auth_ori;ed in fiscal year 1996. .

* aquals less than $1 million.
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is in the West region {which has a relatively
high income [imit}, has a food stamp
participation rate 13 percent balow the
national average, pays $593 per month on
average to food stamp households on
. AFDC, and would gain more than $650
~million in funding under the block grant.
Texas, on the other hand, is in the South
region {which has the lowest income limit),
‘has a participation rate 6 percent higher

than the national average, pays oniy $174 -

on average to food stamp households on
AFDC, and wouid lose more than $1 billion,

Funding reductions of the size called for in

the Personal Responsibility Act would force

States to reduce the number of paople
servad by tha FSP, benefit levels, or both.
An astimated 34 States would lose funding
tor sarvices to individuals currently served
by the Food Stamp and Food Distribution

Programs. Even if ali spending on Food-

Distribution Programs were eliminated, half
of these States would not have enough
tunding to serve the current food stamp
popuiation. ,

Unless Statas can fill the gap between
current service and block grant funding,

they will be faced with the choice of

raducing benefits across the board,

_ restricting . participation, or some

combination of both. As shownin Tabla 5,
most Statas would have to make dramatic

reductions in food stamp caseloads or

benefits.

States could, for example, choose to
accommodate the lower funding available
by lowering aligibility limits for the Food
Stamp Program, restricting participation to
those with the least income and the
greatest need. Applying this approach to
projections for FY 1996, the reduction in

funding available to the Food Stemp
Program would require Stetes to serve €
million fewer food stamp participants,a 22
percent reduction. Ten States would have
to restrict participation by more than 40
percent. This would mean lowering the
income eligibility guidelines from the
current limit of 130 percent of poverty to
below 60 percent of poverty.

Alternatively, States couid continue serving
the current food stamp caseload, but
reduce benefits across the board. If Statas
adopted this approach, the average benefit
per person would fall by about $11 per
month {14 percent). In 9 States, the pro

rata benefit reduction needed to sustain

currant participation would exceed 30
parcent. ' :

These astimates assume States spend only
the 20 percent minimum onR child nutrition
servicas. |If States spend more on child
nutrition, the reductions needed in sarvices
to current Food Stamp and Food
Distribution Program recipiants would be
aven larger. -

. If Statas spend no more than the minimum
‘'on child nutrition serviceas, the reductions in

funding for child nutrition could be just as

. extensive. Based on current spending for

Child Nutrition programs, all but 8 States
will lose funding. Total child nutrition
funds could be cut by over 25 percent in -

19 States (Table 6).

N

Under current law, the School Lunch and
School Breakfast programs provida means- .
tested support for all maals served to
children. Modest subsidies. provided to
higher-income children help support-the
infrastructure to serve nutritious meals to
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Table 5 ~ EHtect of the Parsonsi Rasponsibility Act
on Food Stamp Program Participants by State in Fiscal Year 1996

if States Adjust i States Adjust Benefits:
Change in - Caseload:
Food .
- Stamp/Food Change in Change in
State Distribution Avarage Parcent ¢ Awversge ° Percent
Assistance Monthly - Changa Benefit per Change
{millions} Participants - Perscn
Alabama - $65 -132,000 =23 -$ 9.15 12
Alaska -2 -3,000 -8 -3.95 4 ..
Arizona - 93 -161,000 -33 -14.75 -20
Arkansas 18 20,000 7 4,70 7
California 568 670,000 3] 16.45 - 23
Colorado 6 . 7.000 3 1.95 3 -
Connecticut -1 - -33,000 - -18 -3.55 -6
Delaware =17 -23,000 -40 -23.70 -3
District of Columbia . -42 -42,000 -49 ~37.80 -42 -
Florida ' - 337 -520,000 -35 -18.15 -22.
Gaorgia - 157 -289,000 -36 -15.70 21
Hawaii -23 -22,000 ~22 -18.15 -6
Idaho . 45 57,000 71 47.55 71
Hiinois -240 | -458,000 -39 -16.10 -20
Indiana - 20. -49,000 -10 -2.85 -4
lowa 1 2,000 1 .55 1
Kansas 11 - 13,000 - | 7 4.70 7"
Kentucky - - 108 -206,000 . -39 ~16.30 «22
. Louisiana - 252 -372,000 -48 ~25.55 . -33 -
Maine -20| ° -36,000 -26 -11.30 -15
Maryland -124 -1682,000 -43 -26.80 -3z
Massachusetts -71  -4,000 S - =30 .
Michigan -266°§ - -370,000 -36 -19.95 -26.
Minnesota - 41 48,000 15 10.60 15 .
© Mississippi -79 | -176,000 -33 1178 - A7
~ Missouri . -57 | -128,000 -21 - -7.30 -10 .
- Montana 25| 28,000 40 1 29.10 40 .
Nebraska 17 - 21,000 18 12.20 . 18
Nevada . -3 -4,000 U -1.50 | 2.
New Hampshire - 6. ~ 7,000 12 8585, .12
New Jarsey - -103 <140,000 -26 - -15.35 . ~18 .. -
.New Mexico -18 -37,000 -18 -4.75 6
- New York o . -363{ . -528,000 . -26 -14.00 -17°
North Carolina = -7 . -B,000 -1 . «35 0
* North Dakota 6 7,000 15 ©10.50 R
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- - - =
If States Adjust H States Adjust Banafits:
Change in Casoload:
Food
Stamp/Food Change in Change in
State Distribution Average Parcent Avarage Percent
' Aasigtance Monthly Change. Benefit per Change
{millions) Perticipants Parson '
Ohio - 427 -627.,000 -48 -27.45. -34
Oklahoma -32 -73,000 -20. -8.55 -9
‘Oragon -~ 50 '+120,000 -42 -13.75 -18
Pennsylvania - 185 -332,000- -28 -12.40 -16
Pusarto Rico - 44 -56,000 T ¥ -2.50 pY ¥
Rhode Island -19 -32,000 -34 +16.70 -23.
South Carolina 3 3,000 1 .60 1
South Dakota 10 11,000 20 14.75 20
Tennasses - 207 -360.000 -46 -21.55 -30
Taxas - 826 | -1,250,000 -47 -25.20 ~32
Utah 61 72,000 54 38.20 54
Vermont -3 -8,000 -14 -3.80 -6 -
Virginia -126 -220,000 -41 -18.90 -24
Washington - 146 -207,000 -45 -25.60 -34
Wast Virginia - 88 -113,000 . -3 -22.10 -31
Wisconsin 14 18,000 5 3.35 5 -
Wyoming 5 6.000 17 12.50 17
Total - 3,734 | -6,311,000 -22 ~10.80 -14

Notes: Based on projected biock grant funds available for ali other programs within each State
after setting aside 5 percent for administration, 12 percent for food assistance and nutrition
services to women, infants, and young children, and 20 percent for child nutrition,

. in those States whara the remaining funds are insufficient to support the projected
current sarvice level for the Food Stamp and Food Distribution programs, this table
assumes that States will first aliminate Food distribution programs and then either
(a) lowar the food stamp income eligibility limits to eliminate participants with
relatively high incomes or (b) make a pro rata reduction in benefits across the board.

In thosa States whera the remaining funds exceed the projected current services
leval for the Food Stamp and Food Distribution programs, this table assumes that
States will maintain food distribution and add new food stamp participants or
increase food stamp benefits across the board as funds permit.

In both cases, the impacts on caseload and benefits are based on projections of the
number of participants and the average food stamp benefit per person in each State
in fiscal yoar 1996. PERNE : :
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This table assumes that Congress appropriates the full amount authorized in fiscal year .

1996. : :

Sums of columns may not equal total due 1o rounding.
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Tabie 6 - Effect of the Personal Reaponsibility Act
on Child Nutrition Programs by State in Fiscal Year 1996

Parcentage Children Made
Stats Change in $ Change Ineligible for NSLP | Potential Program Impact
doliars {millions} {thousands)
Alabama -18% -8 32 1,400 | Cut exceeds size of the School
' Breakfast Program (SBP) and the
Summer Food Service Program
(SFSP). '
Alaska -29% -8 7 69 | Cut exceeds 40 parcent of NSLP,
Aﬁzona -19% -8 26 525 | Cut exceeds size of SBP and
SFSP.
Arkansas -26% -5 29 262 | Cut exceeds size of Child and
Adult Care Food Program
(CACFP) and SFSP.
California - 8% -§ 60 2,800 | Nearly 3 million children would
lose efigibility for NSLP benefits.
Colorado -10% -8.9 ) 400 | Cut exceeds size of SBP and
_ SFSP.
Connar:ti'cht -24% 516 337 | Cut axceeds size of CACFP and
SFSP,
Dalaware -51% ~312 71 | Cut exceeds size of NSLP: or SBP
) : and CACFP. Two-thirds of
children in NSLP would ba made
inaligible.
District of -22% -$ 5 32.| Cut exceeds size of SBP and
Columbia ' " SFSP.
Florida -17% -$ 75 1,120 | Cut exceeds size of CACFP and
' SFSP. :
Georgia -31% -$ 85 . 732 | Cut equals size of SBP, CACFP, -
: ‘ : and SFSP; or more than 40
percent of NSLP.
Hawaii . +21% +8 7 137 | Grant increases, while three-
' quarters of children in NSLP
would be made insligible.
ldaho C +8% +$ 3 148 | Two-thirds of children in NSLP
.| would be made ineligible.
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State

Percentage
Change in
dollars

$ Change
{millions)

T e T T e T

Children Made
Ineligibla for NSLP
(thousands)

Potential Program Impact

thinois

-4%

$13

1,150

Cut excesds size of SFSP.I

indiana

)

+ 3%

+% 4

717

Grant increases, whils two-thirds
of meals served in NSLP would
no longser be sligible for
reimbursament.

lowa

~32%

-$ 25

381

Cut exceeds size of SBP, CACFP,
and SFSP; or more than 40
percent of NSLP, Three-quarters
of childran in NSLP would be
made ineligibla.

Kansas .

-44% |

-$ 42

324

Cut exceeds size of CACFP and
SFSP; or more than 75 percent
of NSLP. Two-thirds of children
in NSLP would bs made
inaligible.

Kentucky

-22%

-$ 33

386

Cut excesds size of SBP and
SFSP. .

Louisiana

37%

- 941

328

Cut exceeds size of SBP, CACFP,
and SFSP; or more than 50
percent of NSLP.

~Maine

-§ 1

145

Threa-quarters of children in
NSLP would be made ineligible.

Maryland .

-28%

-8 3

547

Cut exceeds size of CACFP and
SFSP; or more than 40 parcent

.of NSLP. More than two-thirds .

of children in NSLP would he
made ineligibla.

Massachusetts

. -16%

22

‘635

Cut exceeds size of SBP and
SFSP. Almost three-quarters of
children in NSLP would be made -
ineligible.

_Michigan

+3%

+5 6

1,150

While grant increases, almost 1.2
million or more than two-thirds of
childran in NSLP would be mads -
ineligible. '
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State

Percentage
Change in
dollars

% Change
{millions}

Children Madae |

Ineligible for NSLP
(thousands)

Potential Program impact

Minnaesota

-38%

-$ 60

584

Cut almost equals size of CACFP;
or SBP and SFSP; or mora than
70 parcent of NSLP. Almost
three-quarters of children in NSLP
would be made ineligible.

Mississippi

-29%

-$ 49

196

Cut almost equals size of SBP
and CACFP; or exceeds size of
SBP and SFSP. Almost three-
quarters of children in NSLP
would be made ineligible.

Missouri

596

Two-thirds of children in NSLP
would be made ineligible.

Montana

+§ 1

98

While grant increases, almost
two-thirds of children in NSLP
would be made ineligible.

Nebraska

-$ 27

210

Cut exceeds size of SBP, CACFP,

| and SFSP; or lmora than 75

percent of NSLP. Almost threa-
quarters of children in NSLP
would be made ingligible.

Nevada

+14%

+8 4

138

While grant increases, almost
three-quarters of children in NSLP
would be made ineligibles. .

Nlaw
-Hampshire

+$ .5

154

While grant increases, more than
four-fifths of children in NSLP
would be made ineligible, --

New Jersey

-10%

- -%15

983

Cut exceeds size of SBP; Almost
three-quarters of children in NSLP -
would be made ineligible.

’ New Maexico

-27%

-§ 24

149

- Cut almost equals size of CACFP;

or exceeds size of SBP and SFSP;
or equals 50 percent of NSLP,

New York |

9%

-$ 63

1,620

' Cut exceeds size of SFSP: or .

more than two-thirds of SBP; or
one-half of CACFP.

North Carolina

-27%

-6 64

700

Cut exceeds size of SBP and
CACFP, ‘ '
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State

Percentage

" Change in |

doliers

3 Change
{millions)

Children Made
insligible for NSLP
{thousands)}

M@‘

Potential Program Impact

North Dakota

-44%

-$ 12

88

Cut exceeds size of CACFP; or
SBP and SFSP; or more than 80

‘percent of NSLP,

Ohio

1,280

' Almost three-quarters of children
in NSLP wouid be made

ingligible.

. Oklahoma

-21%

-3 26

347

Cut exceads size of CACFP: or
SBP and SFSP. Two-thirds of
children in NSLP would be made
ineligible.

Oregon

-12%

322

Cut equals more than one-half of

CACFP. More than two-thirds of
children in NSLP would be made
ineligible,

Pennsylvania

+14%

+35 37

1,210

While grant.increases, more than
two-thirds of children in NSLP
would be made insligible,

Puerto Rico .

+100%

+$170

348

While size of grant doubles, .
almost one-half of childrea in
NSLP would be made inaligible.

Rhode lsland

-9%

97

Cut axceeds size of SBP or SFSP,
More than two-thirds of children:
in NSLP would be made - .
ineligible.

S'Outh Carolina

-28%

543

343

Cut exceeds size of SBP and -
CACFP.

South Dakota

-36%

611

Cut exceeds size of SBP and
CACFP; or more than 50 parcant
of NSLP.

‘Tennesses

1%

-$19

535

Cut almost equals siza of CACFP."

Texas

-31%

-$245

1,890

Cut exceeds siia of SBP and
CACFP; or more than a0 percent
of NSLP. ‘

Utah

-27%

-$ 20

42

Cut equais 45 percent of NSLP.
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Fercentage Children Made .
State Change in $ Change | Inaligible for NSLP | Potential Program impact
dollars {millions} {thousands) ‘

Vearmont -12% . -8 2 76 | Cut exceeds size of SBP and
SFSP. Threa-quarters of children
in NSLP would be made
inaligible,

Virginia -23% -$ 36 693 | Cut exceeds size of CACFP and
SFSP. More than two-thirds of
children in NSLP would be made
ineligible.

Washington - -35% -$ 47 652 | Cut exceeds size of CACFP and

. R SFSP, or more than 50 percent
of NSLP. More than two-thirds
of children in NSLP would be
made ineligible.

West Virginia -5% -5 3 185 /| Cut exceads size of SFSP;

Wisconsin -21% -8 24 629 | Cut exceeds size of CACFP; or
SBP and SFSP. Three-quarters of
children in NSLP would be made

’ ineligible.
Wyoming . «24% -3 4 72 ] Cut equals size of SBP and SFSP,
‘| Three-quarters of children in
NSLP would be made ineligible.
U.S. Totals -14%.| -31,188 27,406

Notes: These estimates assume States spend no more than the 20 percent minimum level

astablished in the Personal Responsibility Act. The doliar changs in funding represents the -
difference between 20 percent of each State’s block grant and the current service estimate,
excluding administrative costs. : :

. The astimates of children made inaligible for the NSLP assuma all children not approved for

- free and reduced-price meais (who must have incomes below 185 percent of poverty)
would be inaligible. This assumption is conservative, since proposed law would set a lower
maximum incoms level — between 140 percent and 170 percent of poverty, depending on
ragion and urbanicity. : : : o '

This table assumes that Congress appropriates the fuII amount authorized in fiscal year
- 1996. :
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all children, including free or reduced price
maals to low-income students,

The proposal would prohibit serving
subsidized meals to children from
"houssholds with incomas above the Lower
Living Standard income Level, which
ranges from ebout 140 to 170 percent of
the poverty laval. At a minimum, this
would make ineligible the 27 miilion

children currently eligible for paid meal

subsidies (children above 185 percent of
_poverty). In some States, as many as
three-fourths of - the currently eligible
children would not be eligible for a subsidy

under the proposed faw. This raises the .
possibility that many currently participating

schools and institutions, and even some
States in their entirety, would no longer
find school-based programs economically
viable. o

Although WIC would fara better than other
food assistance programs under the
proposed block grant, soma women,
infants, and children eligible for benefits
now would lose their eligibility. The
Paersonal Responsibility Act would limit

- . eligibility to individuals with incomes below

the Lower Living Standard Income Level;
.current WIC income eligibility limits are

more genserous. - Approximately 1 to 3

million womaen, infants, and ¢hildren would

.become ineligible ~ a reduction of 9 to 23.

~ percent. . o

Although initially some States gain funding,
over time all States would fare worse than

under currant law. The redistribution of

funds to States results in some States

. gaining substantial amounts of federal -
‘funds initially. However, over time, even | -

..these gains will erode because the block
grant eliminates the automatic funding

adjustments built into the existing Food
Stamp and Child Nutrition programs.
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USDA Food- Assigtance
Programs

Appandix A:

USDA’s Food and Consumer Service is charged

with providing access to a heatthful diet to
needy Americans through its 15 food
assistance programs and nutrition education
efforts. USDA works in partnership with the
States in all its programs.

Food Stamp Program

The Food Stamp Program is the cornerstone
of the USDA food assistance programs.
initiated as a pilot program in 1961 and made
permanent in 1964, the program issues
monthly aliotments of coupons that are
redeemable at retail food stores, or provides
benefits through electromc benefits transfer
(EBT).

Eligibility and benefits are based on household
size, income, assets, and other factors. The
~amount of the maximum food stamp benefit
is linked to the valus of the Thrifty Food Plan
and provides eligible households with the
resources to purchase a low-cost, nutritious
d:at :

The Food Stamp Program provides assistance
to essentially all financially nesedy households
without imposing nonfinancial categorical
criteria on such things as household
composition. In summer 1993, over haif of
all food stamp participants were children,
most of whom lived in single-parent families.
Households containing elderly persons .
represented about 16 percent of alf food
stamp households. . Almost 21 percent of
food stamp households had eamed income.

The Food Stamp Program served an average
of more than 27 million people each month'in
. FY 1894, Average monthily benefits were
$69.00 per person. Congress appropnated -
$27.7 billion for the Food Stamp Program for
FY 1995,

" The federal government pays for the benefits

issued through the Food Stamp Program and
shares with the States the cost of
administrative expenses.

Special Supplemental Nutrition Program forL
Women, infants and Childran (WIC)

WIC’s goal is to improve the health of low-
income pregnant, breastfeeding and non- -
breastfeeding postpartum women, infants,
and children up to 5 years old. WIC provides
suppiemental foods, nutrition education, and
access to heaith services. Participants
receive vouchers that can be redeemed at -
ratail food stores for specific foods that are
rich sources of the nutrients fraquently
lacking in the diet of low-income mothers and
children.

WIC has been shown to be effactive in
improving the health of pregnant women, -
new mothers, and their infants. A study
done for FCS in 1990 showed that women
who participated in the program during their
pragnancies had lower Medicaid costs for
themselves and their babies than did women
who did not participate. In thae five States
studied, savings in Medicaid dollars ranged
from $1.77 to $3.13 for each dol!ar spent in

“prenatal WIC benefits.

The FY 1995 appropriation, at $3.5 billion,
takes the program one step closer to full

.funding. The 1995 appropriation will allow

WIC to serve 7 million peopie.
National School Lunch Program

Every school day, more than 25 miilion
children in 93,000 schools across tha country
sat a lunch provided through the National
School Lunch Program. More than half of
these children receive the meal free or at a
reduced price.
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The NSLP provides cash reimbursements and
commaodity foods for meals served in non-
profit food servicaes in elementary and
.secondary schools, and in msndential child
care institutions.

Congress appropriated $4.2 billion for the
National School Lunch Program for FY 1995,
down from $4.3 billion in 1994. Carried-over
funds from 1994 and commodity support
from other USDA accounts are expected to
lead to total program spending of $4.8 billion.

" School Braakfast Program

Some 5.8 million children participated in the
School Breakfast Program every day in fiscal
yvear 1994, As in the school lunch program,
low-incoma children may qualify to receive
. school breakfast free or at a reduced price,
and States are reimbursed according to the .
- numbear of meals served in aach category.

Congrass appropriated $1.1 billion for the
School Braakfast Program for FY 1995, up
from $980.4 million for 1994,

Sommer Food Service Progrem -

I 1994, more than 2 million low-incoma

. children received meals during school
vacation periods through the Summaer Food
Service Program, All SFSP meals are served
~ frée, and the federal governmant reimburses
local sponsoring orgamzatnons for maals -
served.

Congress appropnated 3255 mnlhon for SFSP
. for FY 1995. .

'-_The Emergency Food Asmstance Program
[TEFAPI .

: Fonnarly known as the Temporarv Emargancy
" Food Assistance Program, TEFAP was

' initiated in 1981 to reduce invantories and
storage costs of surplus commodities through .~ .
distribution to needy households. While soma -

surplus food is still distributed through
TEFAP, Congress since 1989 has
appropriated funds to purchase additional
commodities for households.

Congress appropriated $65 million for TEFAP
in FY 1995, down from $120 million in 1994,
The 1995 appropriation provides $25 million

_to purchase food and $40 million to provida

continued administrative funding to keep
TEFAP'’s pipeline open and to heip support
the local agencies that distribute TEFAP
foods. They will continue to receive “bonus®
commedities purchased from agricultural
surplus, ' :

Chltd and Adult Care Food Program
This program provides cash reimbursements .-
and commodity foods for meals served in-

child and adult day care centers, and family
and group day cara homes for children.

Some 2 million children and 38,000 adults

' ~ participated in the program in 1994,

Congress appropriated $1.5 billion for the
Child and Adult Care Food Program for FY
1985; the 1994 appropriation was $1 KB
billion.

The WIC Farmers Market Nutrition Program

The newest FCS Program, FMNP was
established in 1992 to provide WIC
participants with increased access to fresh’
produce. WIC participants are given coupons
to purchase fresh fruits and vegetables at
authorized local farmers markets.. The
program is funded through a legislatively
mandated set-aside in the WIC program -
appropriation. Congress appropriated $5.5 -
million for the program m 1995, the same as .
for 1994,

COn_'lmoditv Supplemamal Food Program-

A direct food distribution program with a
target population similar to WIC, CSFP also
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serves the elderly. As in WIC, food packages
are tailored to the nutritional needs of
participants. Average monthly CSFP
participation in FY 1984 was more than
363,000 people. Congress appropriated
$84.5 million in CSFP for FY 1995, down
from $104.5 million in FY 1984

Spacial Mk Program

Children in schools, summer camps and child
care institutions that have no federally-
‘supported meal program racgive milk through
the Special Milk Program. In 1994, more
than 150 million hatf-pints of milk were
sarved through SMP. Congress appropriated
$18.1 million for the program in FY 1995,
down from $20.3 million for FY 1994,

Food Distribution Program on indian
Reservations and the Trust Territories

This program provides commodity foods to
Native American families who live on or near
Indian reservations, and to Pacific Islanders.
Also known as the Needy Family Program,
this is the oldest FCS Program, going back to
the Great Depression of the 1930s.

An average of more than 116,000 people
participated in the program each month in FY
1994. A decline in participation and 2 large
inventory of food on hand led to a reduction
in funding needed for this program in 1994,
Congress appropriated $68.6 million in FY
1994, down from $81.8 million in 1993. The
1995 appropriation is $33.2 million, byt large
on-hand inventories of food will allow the -
program to continug to maet the needs of all .
gligible households.

Nutrition Program _for the Eldery

Provides cash and commaodity foods to States
for meals for senior citizens. Food is sarved
in senior citizen centars or delivered by
maals-on-wheels programs. The Nutrition
Program for the Elderly served an average of

more than 936,000 meals every day in fiscal
year 1994. Congress appropriated $150
million for NPE in FY 1995, the same as for
1994, o

‘Commeodity Distribution to Charitable

Institutions and 10 Soup Kitchens and Food
Banks

Commodities from USDA surplus stocks are
provided as available to non-profit charitable
institutions that serveé meals to needy persons
regularly. 1n addition 1o surplus food,
Congress appropriated $40 million to
purchase food for soup kitchens and food -
banks for FY 1995, the sama as for 1994.

Nutrition Assistance Program .
{Puerto Rico and the Northern Marianas}

The Food Stamp Program in Puerto Rico and

the Northern Marianas was replaced in 1982 .
by a block grant program. The two territories
now provide cash_and coupoms to participants

- rather than food stamps or commodity foods.

Congress appropriated $1.143 billion for the
1995 Puerto Rico NAP block grant, up from .
$1.091 biliion for FY 1994, For the Northern -
Marianas, funding has held steady at $3.7
million each year.
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Appendix B: Economic Analysis

The economic impacts from food assistance
program reform depend on the operation of the
new program, how food stamp recipients
raspond to change, and how the savings in
govearnment axpenditures are used. In order to
fuliy document tho range of possible outcomes,
the analysis reported here - distinguishes a
comprehensive set of scenarios by type of
program modifications, recipient response, and
deficit impact. In-all scenarios thare is a 85
billion reduction in federal outlays for food
assistance programs,

Assumptions regarding recipient raéponSa and
impacts of program modification are of central
importance to the entire analysis.

Recipients respond to food assistance by
increasing food available to . household
membaers. Howaver, thay may also increase
spending for nonfood items using some of the
- budget resources that, in the absence of food
agsistance, would have been required to
provide needed food. This. implies that. food
assistance may not result in dollar for dollar
increases in food retail salas. The extant to
‘which retail food spending increases with avery

dollar of food assistance racewad is referrad t0
" as the supplamentanon effect.”

The impact of program modiﬁcations is referrad
~ to as the "slippage effect.” Slippage occurs
~when program regulations are changed to

remove nutrition standards or - restrictions .

regarding the form and use of food assistance
- transfers. For this analysis, the slippage effect
. gives the amount by which retail focd spending

~ will decrease. when the same level of '

assistance is provided as cash rather than as
targeted assistance undar a pamcular program

. SU'UCIUTG

There is a substantial body of research on the
responsiveness of food spending to changes in -
This research ' =
suggests that every dollar in food stamps going

food stamp banefit lavals.

"Scenario V: . SUPPL

to poor households results in a supplementation
affect of 20 to 45 cents. ARlhough theare is
less research on the suppiemaeantation &ffact of
other forms of food benefits, similar effects can
be anticipated. The high and low estimates
presented in Table B-1. represent the best
judgmants of program experts at USDA's Food
and Consumaer Service (FCS). .

Research also suggests that program impacts
on retail food sales vary with the.form of
benefits (e.g. whether assistance is provided as
maeals, food commodities, food stamps, or
cash). There is uncertainty as to how states
would choose ta implement their block grants.
Howaver, if all food assistance were converted

to cash, recent research on cash-out of the
Food Stamp ' Program suggests that the
conversion could result in a "slippage effect” of
gnywhere from 15 to 30 cents. Table B-1
provides FCS’s expert opinion on raasonable
ranges for these siippage effects for the
principal FCS programs. As can be seen in that
table, the average supplementation seffects
range from .15 to .42 and slippage effects

. from .1 to .24 for, projectad FY 96 federal

spending on .food assistance benefits and
administrative costs. ‘

These data were used to delimit five scenarios
that differ with respect to recipient response
and program modification impact. Two levels
of supplementation {a low of SUPPL =,15 and

"a -high of SUPPL=.35) and three levels .ot

slippaga {a zero level, SLIP=0, a low level of -
SLIP = ,10, and a high level of SLIP=.25) .

were assumed. These assumptions resulted in
the following five initial scenarios analyzed by :
tha Economic Resaarch Sesvice (ERS):

Scenario i SUPPL = .15, SLIP = .00;
Scenario il: ~ SUPPL = .35, SLIP = .00;
- Scenario ill; SUPPL = .15, SLIP = .10;
Scenario IV: SUPPL = .35, S5LIP = ,10;

= .35, SLIP = .25,

- The assumption of no siippag is appropriate

for analyzing the possible impacts of funding

Pabe 30 .




.cuts that do not involve any changes in current

program structure. Correspondingly, the high
slippage assumption . is appropriate for
considering impacts of a complete removal of
nutntion standards and unilateral cash-out of all
food assistance. (There is no combination of
low supplementation and high slippage,
because this would imply an overall negative
impact of cash food assistance transfers.)

" Direct Impacts on Food Retaill Spending

Direct impacts of federal funding cuts and
conversion of food assistance can be derived

from supplementation and slippage.

assumptions as shown below:

Direct impact on food retail spending =
SUPPL x changa in federal funding +
SLIP x amount of food assistance
convarted to cash

Direct impacts on food retail spending for the
five scenarios are as follows: Scenario |, .75
billion; Scenario Il, $1.75 billion; Scenario I,
$4.25 billion; Scenario IV, $5.25 billion; and
Scenario V, $10.5 billion. '

Farm-Level Impacts

To estimate farm-lavol effects, ERS distributed
the estimated direct impacts on food spending
for tha fiva scenarios among keay agricuitural
commaodities based on food spending patterns
of low-income households. {See Tabla B-2).

it also closely examined the implications of
commodity support and .surplus removal
policies currently in place. USDA provides two
types of commodity support to food assistance
programs in addition to cash assistance:;
entitlement commodities and bonus
commodities. Entidement commodities are
required by currant laws. For axampls, schools

participating in the NSLP ara entitled to receive -

14.5 cents worth of commoditics for each

USDA meal served in fiscal year 1995, In -

addition to entitement commodities. when

supplies permit, NSLP and other assistance
programs can receive bonus commodities
obtained through price support (Section 416,
CCCl and surplus removal (Section 32)
activitias. :

To assess the impact of revisions in commodity
donation activity, ERS made several key
assumptions. At the outset, it was assumed
that states would not use their block grant
funds to replace any of the lost USDA donated
bonus commodities resulting in pound for
pound raductions in market demand for those
commaodities.. ' Secondly, the removal of the
mandatory milk requirement in the NSLP was .
projected to raeduce fluid milk sales for school
use to somewhere in the range of 25 to 75
percent. Finally, alternative assumptions were
made in peanut demand to account for the loss
of Section 32 purchasas. .

The farm price, income and program cost
impacts of a 35 billion reduction in food
assistance are shown for each of the five
scanarios in Table B-3. Without a slippage
offect (Scenarios | and |l}, impacts on the farm
sector are relatively minor. However, impacts
are magnified when food program structures
are changed and slippage occurs (Scenarios Ill,
IV and V).

Economy-Wide Impacts

Economy-wida output and employment impacts .
wera astimated using simulation models.
Thesa models include a short-run, input-output
model and a long-run, computable-general-
equilibrium model that account for multiple -
layers of linkages among sectors in the U.S.
aconomy. For the short-run model, output and
consumption are allowed to decline in response -
to declines in food demand caused by cutbacks
in federal food assistance spending. Thelong- -

‘run model simulates the adjustments that

would occur in two to three years if prices and
wages were allowed to adjust in order to
restore full employment and raadjust supply
and demand for other goods and services.
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The aconomy-wide impacts on output and jobs
of the five scenarios are shown in Tables B-4
and B-5.  In addition to differences in
supplementation and .slippage rates,  these
impacts also depend, in the long run, on how
the deficit is managed in response to changes
in federal food assistance spending. Two
adjustmaent possibilities are compared. First,
_the reduction in governmeant expenditures are
used to reduce the federal budget- deficit
thereby reducing government borrowing and
increasing funds availabie for investment by the
private sactor (savings-investment regime),
Second, the reduction in- government
expenditures are used to offset a househo!d
income tax reduction, leaving the budget daf‘ cit
unchanged {tax-reduction raglmal

Compared to the short run, thase two long-run
scenarios return but redistributa the $5 billion
reduction in food program expenditures back
into the economy thereby increasing damand
for goods and services.

The following points can be noted from Tabies
B-4 and B-5:

o In both the short and long run, the farm
-and food-related sectors lose more
when food assistance is folded into
block grants and convertad to a cash
transfer. The losses increase with the

assumed slippage effect. '
' -

o  Under current program status (i.6. with

zaro slippage) long-run impacts are not
large. Farm sector output losses are
$70 million to 170 miilion. . Nonfarm
food sector losses are 3400 million to
$900 mllllOﬂ. :

o With food assistance programs (lass $5
~ billion) converted to a block grant and
turned into a cash transfer (Scenarios

i - V) thera is a noticeable impact on

- the farm and food sectors, even in the

long run. Farm sector losses are $1

billion to $2.7 billion. Nonfarm food

sector lossas are $3 billion to $3 billion
incraasing with slippage.

o The two long-run scenarios differ in the
type of goods and services for which
demand increases. With deficit
reduction and new investment (savings-

. investment regima) demand for durabla
goods and construction increases. In
both long-run scenarios, the jobs lost in
the short run are regained.in the long
run and there ia - a . permanant -
redistribution of employmaent with jobs
moving out of the farm and food
868Ctors.

o Tha impact on total output {food plus
nonfood) varies with how the reduced
government expenditures are returned

! © to ths economy. A--$1,24 - billion
increase in total output occurs with
deficit reduction {Scenario 11} primarily
aas a result of labor moving out of
service saector jobs into jobs with
greater productivity {construction and
durable goods}. These gains disappear
with a tax reduction since household
income and demand increasas rather
than investmant. With program
conversion and slippage effects
{Scenarios IlI-V), demand shifts from
food to nonfood goods and services,
increasing the negative impacts on the
farm and food sectors and reducing the
negative impact on services.. The result

- is @ reduction in total output for the -
economy. '

Ra’gion'al Impacts

~ State-and wurban/rural data from the-- 1990
- .County Business Pamterns {(U.S. Department of

Commerce} were used to estimate regional ang
State lavel employment and output impacts.

‘Regional employment shares by industry (Table

B-6} were used to distribute the changes in
output and employment among the State and
urban and rural regions. Estimates were made
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’

for thrae short-run scenarios: zero slippagse; low
slippage {.10) and high slippage (.35). Similariy
thres long-run scenarios were analyzed for each
of the deficit regimeas., (A single
supplementation rate of .28 was used in all
regional analyses.) Results of tha regional
- analysis are summarized in Tables B-7 to B-9.

Some points to nots from ihesa tables are as
follows: '
0 Nonmetropolitan employmaent accounts
: for 16.6 parcent of total smploymant.

o For the three short-run scenarios,
output losses range from $7.4 billion to
$8.8 billion in metropolitan areas and
from $1.7 billion to $5.2 billion in
nonmetropolitan areas. Job losses
range from 84,000 to 99,000 in
metropolitan areas and from 22,000 to
55,000 in nonmetropolitan areas.

o The nonmetropolitan areas of the North
Central and Plains States are the most
heavily impacted areas.

o Long-run impacts reduce most of the
output and job losses, but result in
_permanent job losses of larger
magnitudes in the North Central and

~ Plains regions.
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Table B-1 «« Foad Spending Eftects of Food Assistance Supplementation
and Block Grant Slippage '

—
Program - Federal Food
Assistance Supplementation
Spanding - - Effect Slippage Effect
. $ million % Low  High Low  High
_Food Stamps - 24,745  60.7 | .20 .45 15 .30
Child Nutrition | 8321 204 .00 .40 .00 .10
wIC ' 2,908 7.1 .20 .45 .15 30
All Other 1,420 a5 A5 1.00 .05 40
Administration | 3370 83 .00 00| 00 .00
TOTAL 40,764 100.0 15 42 10 . .24
T — -8
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Table B-2 —~ Dirsect Impacts of Altemative Food Assistance Reform Scenarios _
on Food and Nonfood Spending
‘{Dollars in miilions)

Food Group Food Reduction in spending
’ Budget Share Scenario .
% ! Il . ] v Vv
Total NA 5.000 5.000 5,000 5,000 5,000
Nonfood NA 4,250 3,250 750 -250 -6,501
Food 100.00 750 1,750 4,250 5,250 10.501
Dairy products 14.12 .106 247 600 741 1482
Ruid milk 4.23 47 109 266 37 654
Cheass . 3786 28 88 158 187 394
Butter 1.04 8 18- 44 13 110
Other - 3.10 - 23 - 54 132 163 326"
Grain products 15.27 115 267 649 802 1,604 -
Mﬂatc DOU‘Wo -
and seafood 33.79 253 591 1,436 1,774 3,648 .
Baef 131 103 240 583 720 1,438
Park a4.52 64 - 149 - a8z 447 B34
Other 0,96 7 17 41 . 50 100
Poultey 8.54 489 114 278 343 648z
Fish and seafaod 4.07 b % I ra| 173 214 427
Eggs . 1.54 12 27. 66 81 162
Sugars and swaets 4.02 a0 70 17 21 ‘422
White and brown sugars 1.71 13 30 73 90 179
Other 2.4 17 40 I 121 . 242 .
Potatoes 2.34 18 . 41 a9 123 246
Fresh potatoes 1.18 : Bog 20 48 3] 122
Canned potatoes 0.08 1 1 3 4 B
. Frozen potatoen - 0.21 2 - 4 - ' I 11 2.
Other potatoss 0.89 ? 18- 38 . 47 24 .
Vegetabies 9.40 70 164 399 493 987
"'Fresh vepgetables 8.02 45 105 258 31é 833
Cannad vagetsbies 217 18 8. 92 114 218
Frozan vegetables - 0.88 B . 1% a7 45 - [0
Othar vegatabios 0.34 3 8 15- 18 =1
Fruit 6.51 49 114 277 342 683
Fresh fruit B5.86 42 29 240 297 593
Cannad fruit 0.68 B - 12 28 - a5 a9
Frozen fruit 0.0% 0 . 1 - 2 3 3
Other fruit 0.15 1 3 . 8 8 16 -
. Nuts 1.15 - 9- 20 49 60 121
Pasnuts 0.86 8 18 az 45 90
Other 0.29 2 5 12 15 30
Fats and Oils 1.60 12 28 68 84 - 168 -
Shortening 0.33 . 2 8- - 14 17 35 =
Salad sand cooking 0.48 =~ 3 8 - 20 - 24 48..
Salad dressing 0.81 6" 14 A4 43 85 -
Other foods 10.28 77 pi:{4] 437 540 1,079

Note: Negative numbers in this table denote an increase in expenditures.
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Table B-3 - Direct Impacts on Agriculture of Altemative Food Assistance Raform Scenarios: Farm
Price. Farm Income, and Farm Program Costs "

———————— " e ——y
Scenario
mmaodi
Commodity | i 1 1) Vv
Potatoes
Farm prics {8/awt) . -0.01 T .02 -02 -.08
Farm income(dmil.} -4 -10 -25 -30 -81
Farm income (%} -2 -4 -9 «1.2 -2.3
Program Cast {Gml.) o 0 o 0 0
Vegetables
Farm prica (& /owt) -0 -.03 T-07 -.ag 18 -
'1 Ferm income{3mil.) -24 57 -138 171 -341
Farm income (%} -3 -8 1.6 -1.8 3.7
Program Coat ($mil.} o o} 0 0 o .
Fruits _
Ferm priga {3 ron} -3 ~7 -1.72 -2.12 -4.24
1 Farm incoma(9mii.}) -8 -45 _ -108 -134 -288
Farm income {9} -2 -5 -1.3 -1.8 -3.2
Program Coat ($mil.} [+] ) 0 [+] [+]
Tree nuts _
L Ferm prics {$/cwt} . . -0.01 Lo .01
’ Farrn income(Smil.} -2 4 - -10 -12 .24 -
. Farm income (%) -1 -2 0.8 0.7~ 1.4 .
" Program Cost (3mil.) [+] Le] 0. o 0
Feanuts without loss of Sec. 32 : :
Farm prica {3/5T) o ° 0. ] .
* Farm income{$mil.} o o 0. () s
‘Farm inopome (%) [+ I .0 - o [+ 0.8
Program Coset {3mil.) 1 2 4 8 14 ..
Peanuts with loss of Se¢, 32 . . :
Form ptics (3/5T) -10 10 . -10 . -10 -13 .
_ Ferm income(8mil.} «20 +20 »20 -20 .28
" Farm income (%) 2.0 -2.0 -2.0 -2.0 3.0
Program Coat (9mél.} 24 - 25 -27 31 k¥s
Grain and soybeans ‘ : ‘ _ :
Farm prioa (§/MT) .. =20 - 40 -.80 -.88 -1.97 .
Farm incoma($mit.) - -20 -40 -Bo -100 ~-200
Farm incoma (%) * [ | -3 =3 -7
Program Cost (Srmil.)- 25 50 100 125 250
Boeef .- . _ . S - _
Ferm price (8/cwt) -39 -, 64 -1.2% -1.80 -2.77
Farm incomel{dmil.) -5B -134 -327 -404 -808 :
Farm incoma (9%) -3 -.8 -1.4 -1.7 -3.5 -
Program Cost (8rml.} ] 0 0o o 0-
Pork ‘ : o
Farm price {8 /cwt) =18 A LI -85 - _+1.05 -2.10 .
Ferrn incomai{dmil.) C-24 -55 ) -134 +188 -3
Farm income (%} ~.04 -1 - S -3 -8
Program Cost (8mil.} 0 L+ 0 0 0
e e
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T ——— -
Scenario ,

Commodity
‘ | " in v v
Broilers ‘ .
i F.ﬂ'l"l prjcu "fom' .18 . - 42 «1.01 . -1 .25 -2.50
E . -20 4B =111 -137 -275
arm income{dmil.} 5 18 20 i
Farm income {9} "03 . -6 v 0 - D. D
Progrem Cost (8mil.) . :
Turkeys : B
Farm prica {$/awt) -13 . -1 « 16 -.83. -1.86' ’
Form income(dmil.} -5 S ¥ -28 -38 =73
Ferm income {%) -8 - -1.4 -3.3 4.0 -8.1
o 4] ] 4] 0

Program Coat (#mul.)
Dairy (no NSLP loss)

Famm piice ($/owy) - ' . -0l -.02 +,08 0.07 .13 .
Farm income(8mil.) -25 54 -122 -158 -315
Farmm income (9%} ) -1 -3 -.8 -8 -1.8
Program Cost (8mil.} : 13 N 8O- 95 191
Dairy (25% NSLP loss) J
Farm prlcg {3 /awt) - 04 ) -,06 -.08 -.09 - 16 —
Farmn income({#mil.) ) -90 -120 -194 -224 -380
Farm income (%) -4 -8 <10 -1.1 -1.9-
" Program Cont (Smil.) 50 68 14 132~ 228
Dairy (75% NSLP loss)
Farm price (& /cwt) : - 09 -1 - 14 -.18 -22.
Farm income{$mil.} ' . -220 -250 324 -364 -501
Farm income (%} ] +1.1 «1.2 ‘ -1.8 -1.7 -2.4 :
Program Cost {$mil.} 124 142 " 188 . 208 302 e
m J‘_‘_‘ﬂ=j

* lass than 0.005.
Notes: Farm income is gross. There is no measurable impact on seafood.
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Table B4 -~

Alternative Scenarios ~ Changaes in- Qutput

o

TOTAL

SECTOR: | OUTPUT 1993 SHORT-RUN CHANGES N OUTPUT ($Rillions)
- ECENARIOS:
BABE RUN ‘ :
. {8 Bllone} 1 [ [ ™ L v v
FOOD: . 880 -1.19 2,77 -8.48 -8.07 -15.88
FARM PRODUCTS 180 0.25 -0.58 41,59 -2.00 -3.95
FOOD PROCESSING 330 -0.63 -%.23- -3.57 4,48 -8.92
TRADE&ATRANS-FOOD 10 -0.18 0.42 -1.22 1,53 3.04
RESTAURANT 280 . 023 -0.53 0.08 0.07 0.03
NONFOOD; 8180 . -8.15 © . -8,23 4.15 -3.28 188 -
NON-DURABLE MFG 480 “0.72 B+ R -1 0.43 0.42 015
DURABLE MFG 2000 181 . ~1.38 .92 «1.10 . 0.50
CONSTRUCTION 810 ©0.17 ©0.13 -0.10 -0.09 0.02
TRADE&TRANS-OTHER 1140 -1.08 .0.80 0.75 0.28 0.58
SERVICES - aaso -4.40 -3.38 -1.78 -1.32 1.85
TDTAL 9040 -8.34 -3.00 -10.81 -11.34 -14.02
SECTOR: OUTPUT 1933 |LONG-RUN CHANGES IN OUTPUT IN A DEFICIT-REDUCTION REGIME (3Rillions)
BASE RUN SCENARIOS:
{8BiTona] ! | " | w. v ] v
FOOD: 280 -0.48 -1.08 . -4.00 -5.07 -11.64
FARM PRODUCTS 180 .0.07 0.17 -0.92 116 . «2.88
FOGD PROCESSING 330 0.19 0.44 .2.38 -2,99 -8.93
TRADE&TRANS-FOOD 10 -0.08 .15 -0.81 -1.02 -2.36
RESTAURANT 280 0.14 -0.33 0.12 - 010 0,33
NONFOOD: 8160 3.04 2.32 ' 4.85 . 4,32 831
NON-DURABLE MFG ' 480 0.18 0,12 © 003 : 0.03 0.29
DURABLE MFG 2000 2.51 1,92 2,22 2.19 1.99
CONSTRUCTION 810 217 1.68 1.94 1.78 - 1.70
TRADE&TRANS-OTHER 1140 0.18 0.14 0.66 0.26 1.67"
SERVICES 3330 -1.88 -1.27 0.09 0.07 2.87
TOTAL 9040 2.567 1.24 0.95 -0.75 -3.32
SECTOR: OUTPUT 1993 |LONG-RUN CHANGES IN OUTPUT IN A TAX-REDUCTION REGIME (:Billiona)
BASE RUN SCENARIOS:
{$Billions) 1 | u P mo v | v
FOOD: | 88O . -0.23 . 053 EX] -4.78 1138
FARM PRODUCTS 180 004 - - 010 .0.89 | -1.12 -2.85-
FOOD PROCESSING 330 0.1% 0.27 -2.32 2,91 - -8.86°
TRADE&TRANS-FDOO " 110 -0.04 009 -0.79 -0.99 .2.33
RESTAURANT 280 . - -0.03 -0.08 0.29 0.23 0.48
NONFOOD: 8180 061 0.39 -2.83 1.99 6.08 _
NON-DURABLE MFG 430 ' 0.00 0.00 0.19 0.18 0.44
DURABLE MFG ' - 2000 0.23 0.18 0.11 0.1 . +0.10
CONSTRUCTION ato 0.7 0.13 . 0,01 “0.01 0.1
 TRADE&TRANS-OTHER L1140 0.18 014 0.73 0.27 1.7
SERVICES - 3830 .08 0.08 - - 1.80 1.42 418
0040 0.28 -0.15 -0.88 -2.78
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Table B-5 - Alternative Scenarios ~ Changes In Jabs

,J088 1933 BHOAT RUN CHANGES IN JOBS (in 1000}
BECTORS: SCENARIOS: ‘
BASE RUN
FOOD: 14500 -17.8 41,1 -73.4 -91,0 -178.2
FARM PRODUCTS 2600 -3.8 -8.a -22.8 -28,5 58.4
FOOD PROCESSING - 1700 -2.8 8.8 -19.3 -24.3 -48.4
" TRADE&TRANS-FOOD - 2700 4.3 -10.0 -28.9 -36.2 -72.2
RESTAURANT . 7700 8.8 -18.2 -2.4 -2.0 0.5
NON-FOOD: 112800 -103.2 7889 -63.1 -38.0 378
NON-DURABLE MFG 4700 7.3 5.8 -4.0 -39 0.8
DURABLE MFG 14700 1.7 8.9 -7.8 -7.5 -4.2
CONSTRUCTION 8800 1.9 -1.4 a1 10 0,2
TRADEATRANS-OTHER 24800 .23.1 -17.7 -16.1 -6.7 237
SERVICES 62100 59,2 -45.3 .25.3 -20.0 18.1
TOTAL 127500 -120.8 -120,0 -1268.5 -129.0 -138,5
BECTOR: JOBS 1993 LONG-RUN CHANGES IN JOBS W A DEFICIT-REDUCTION REGIME {1000s)
‘ SCENARIOS:
EABE RUN
{1000%} I l L ] m..- v | V-
FOOD: 14500 -B.5 -19.8 -43.3 -68.1 1280
FARM PRODUCTS 2800 1.3 -3.1 «15.5 -19.4 -46.3
FOOD PROCESSING 1700 1.3 2.8 . -12.B -158 -38.3
TRADELTRANS-FOOD - 2700 -1.8 -3.8 -19.3 -24.2 -58,1
RESTAURANT 7700 4.3 -10.1 40 3.2 9.7
NON-FOOD: 112300 ' BS 19.9 43.3 58.1 . 128.0
" NON-DURABLE MFG 4700 2.4 -1.8- 0.5 0.7 L2
DURABLE MFG 14700 21.0 20.0 "14.8 24.2 15.4
CONSTRUCTION 8600 '22.8 21.8 15.1 23.1 17.5
TRADE&TRANS-OTHER ' 24800 0.1 . 5.3 13.8 8.8 87.2
SERVICES #2100 -329 -25.2 0.6 05 25.8
TOTAL 127500 00 T 0.0 c.0 0.0 0.0
SECTOR: JOBS 1993 LONG-RUN CHANGES IN JOBS IN A TAX-REDUCTION REGIME (1000a)
Co ' SCENARIOS: ‘
RASE RUN
{10003} | i - v v
FOOD: 14500 3.3 7.8 -36.0 -49.4 -118.3
FARM PRODUCTS ' 2800 0.8 -1.8 -14.9 -18.8 -44.0
FOOD PROCESSING 1700 0.8 1.5 -11.9 -14.9 ~.35.2
TRADE&TRANS-FOOD 2700 0.9 -2.2 . -18.8 -23.8 55,5 ..
RESTAURANT 7700 -1.0 24 95 _ 7.7 18.4
NON-FOOD: 112900 , a3 ‘ 7.8 . 38.0 . 49.4 118.4
NON-DURABLE MFG 4700 ' 0.1 0.2 . 2.1 4.0 8.2
DURABLE MFG 14700 10 23 S 2.4 47 - 4.7
CONSTRUCTION 8800 09 23 . 0.7 1.2 0.8
TRADELTRANS-OTHER 24800 2.2 5.2 . 9.7 7.1 41.7
SERVICES 82100 0.6 19 21.1 324 65.2
TOTAL 127500 0.0 0.0 0.0 0.0 0.0
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Table B-6 ;Stlts Shares of Employment from 1990 County Business Pattems Deta

-

DI A o~ —J
State Employment Parcant Parcent - Pesceant
’ 1950 of ' of ot
Thousands Neatdonal Stata Metro . Stete
Total " Non-matro
Totad . 108520.1M 100.0 B34 1.6
Northeast ’ 25611.384 ' 236 11 6.6
Connacticut o 1607.390 . 1.6 8.0 6.0
Delaware 333.283 , 0.3 80.1 19.9
Maine E15.492 o0& 4.7 - 52.3
Maryiand 2192585 20 01.7 a3
Maseachusstts 2095.474 . 28 " 988 1.5
New Humpshive - 490,336 0.5 L9156 . 0.6
New Jorsay 3498.746 2z 100.0 : 0.0
New York 8070.248 7.4 [T ¥ . a8
Pennayivenia . 6099356 4.7 88.1 11.9
Rhode aland 443,776 : 0.4 8.3 a7
Varmont 758.382 0.2 3a.2 . 8B
Distsict of Cabumbla &N 0.6 100.0 0.0 -
North Central . 13555.956 n.7 8.6 19.4
tinots . B206.626 ’ 4.8 87.0 13.0
Indians . .7 28B9616 2.3 75.3 T 247
lows - C 12832 1.2 : 40.8 50.2
Llichigen IT68.207 3% 84.2 138
Minnesots 2090.976 te - 730 8.4
Missouri 1303163 2.1 75.6 : 44
Ohin : 4142.737 as - 98.4 ‘ ag ..~
Wisconein 2283.091 A | 7256 7%
Appalachien 10358.402 8.5 70.8 - 4.
Kantusky 1481.866 1.4 56.1 ‘ ’ 430
Marth Carcine . 3180.845 : 29 : 6.7 ' 30.3
Tannessss 2160.032 . 2.0 734 .6 -
Yirginia Wa7.006 . . B % | 81.2 188
West Virginia 586,034 . ok, 48.8 1.2,
Bovtheast 14890.501 117 . 77E 2256 .
Alsb ema 1866682 1.6 . ‘ 7.9 - my -
Arkanase S 927.182 . ' 0.9 62.1 7.9
Florids - 5330.883 . 48 84.9 ) . &7
" Georgis : . 29564.584 - 2.7 CNne g 8.4
Louhsisna 1539.068 1.4 @n.3 ' 18.7
Miselesinol . B¥EEX 09 - . 35.9 o 64,1
. South Cerolina = 1668.601 . 14 A R _ ’ 6.9
: Plaine . . 10408.828 : 9.7 78.1 ot . 1.9
Konass . _ - 1154.891 1.1 ‘58.8 - . R T F |
Nebrasks 7179 0.7 56.5 4.2
North Dakots L AREYT 0.2 8%.0 o ©ana
Oklshome - 1183.116 i 1.4 o ene C . 322
South Oakota o 300430 . - 0.3 M Lo X |
Texas ’ 8068.048 . a3 a1.9 ' T 121
Mowrisin 5744.032 ’ 53 : 734 . 20.8
© Amgona . .. 1458301 , 1.3 a8 T 132
Colorsdo - 1529.001 - - 1.4 . - sao L 170 .
dsho : . < 406514 T o4 o a2 - - T eaB
Moriana B ' 3000354 . o 03 . 20,4 o : 7.8
Nevada ; s 01 0.@ . sats | - R I 1
 Hew Maxico . 572,700 . 05 . 682 . B S E
Ush 638,908 - o8 ' es - 118 -
Wyoming . 162.102 ' 0.2 FZ P LN
. Pecific . _ 17282.147 ' 168 = 1 X . S 8
Y Aleske . - 228948 7 T 0.2 ‘ 608 . -, e 482 -
Calilomia 13137.161 - : 124 97 . . 2.9 -
Howsd ) 676.918 0.5 ‘ 70.4 Tone
Orsgon _ 1203.%07 11 M0 S . 180 -

- Waahington . T 2131016 : 20 : 8.4 S0 . 0 148




‘Table B-7 — Short-Run Estimates of Output and Job Losses by Region

CHANGES IN OUTPUT

- CHANGES IN JOBS

(4 Milllons) (in 1000s)
REGION : |
Maeatro Non-Metro- Total Meatro Non-Metro Total

ZERO SLIPPAGE ASSUMPTION |
Northeast - 1880 - 174 -2053 257 2.4 -28.1
North Central™ -1683 -429 ~2122 -21.5 -6.3 -26.8
Appalachian 616 -287 902 7.9 3.8 115
Southeast .. -915 -305 1220 12,6 -3.8 -16.4
Plains ' -736 -265 -1001 -8.9 -3.0 -11.9
Mountain 323 -140 463 48 1.9 6.4
Pacific 1280 104 -1354 -17.2 1.5 -18.7

TOTAL -7447 -1704 9181 -99.0 215 -120.4
LOW SLIPPAGE ASSUMPTION
Northeast -1798 -242 -2039 22.3 2.9 -26.2
North Central -1933 . <877 _ -2810 -21.1 -9.4 -30.6l
Appalachian -854 402 -1056 27 4.7 2.4
Southeast 975 510 -1485 12,0 5.4 -17.4
Plains 807 587 -1395 87 5.1 -14.8
Mountain | 337 - -262 -589 4.2 3.2 7.4
Pacific 1404 -215 1618 7.1 2.8 -19.8

TOTAL -7929 3084  -11013 | 034 345 127.9

HIGH SLIPPAGE ASSUMPTION '

Northeast - -1692 349 -2042 16.6 3.6 -20.2
North Central -2333 -1574 3907 | -20.4 -15.8 -38.2
Appalachian 727 - 585 1312 7.2 6.5 3.7
Southeast | -1077 827 -1904 1.0 2.7 18.7
Plains - - 930 -1088 2018 -8.3 11.0 -19.3
Mountain . -367 428 795 3.6 5.2 8.8
Pacific -1661 -386 -2047 -16.9 4.7 -21.6

TOTAL 8787 5237 -14024 84.0 -54.5 138.6

Note: The Zero Slippage estimates are an average of the results from Scenarios | and II.

The Low Slippage estimates are an average of the results from Scenarios Il and IV.
* The High Slippage estimates are the results from Scenario V. ‘

Page 41



Table B-8 ~ Long-Run Estimates of Output and Job Losses by Region

»

— L —

Savings-Investment Regime

CHANGES IN OUTPUT

"' Note: The Zaro Slippage eatimates are an sverags of tha reaulte frdm Scenarios [ and {l.
The Low Slippage estimatas are an average of the reeulta from Sconarion I and V.
The High Slippags sétimates ore the resulte from Sconano V.

CHANGES IN Joas
(6Milhone} {in 1000}
Mstrto  Nonmetro Total H.lr;: Nonmetro Total
ZENO ELIPPAGE ASSUMPTION
Northoast g 35 93 2.2 0.2 24
North Contral - #72 58 530 0.4 0.8 0.8
Appalachian ti0 45 154 0.3 04 0.8
Southeast 194 e ' 238 0.5 T 0.2 07
Plaine 126 5 121 0.4 0.5 0.9
Mountain 78 8 84 0.2 03" 05"
Pacific 383 . 3 36 0.2 0.3 0.1
“TOTAL 1658 186 1842 4.0 -2.3 8.3
' LOW BLIPPAGE ASSUMPTION
Northsast 288 28 -234 3.2 03 2.8
North Cantral 191 -273 03 2.4 -3.3 1.0
Appsiachisn 2. . @ 25 0.8 0.8 0.0
Southesst 102 118 1§ 1.4 -1.0 0.4
" Plalny 18 .242 -224 0.8 2.7 A8
Mauntain 51 - -28 0.8 KR 04
Pacific 178 .72 102 23 1.2
TOTAL 870 855 15 1.8 -10.4 1.4
HIGH BLIPPAGE ASSUMPTION
Northeast 142 138 8 128 Y 12.3
" North Cantr-i '_ -338 1 1204 8.8 8.4 1.8
Appaischion -8 -217 223 29 1.8 0.9
Southsest .83 407 -470 48 -2.8 22
Pain -178 -862 -84t 28 -85 27
" Mountain -1 -225 228 2.3 28 403
Pecific 179" -208 385 58 -2.6 30-
TOTAL - ‘808 " 2718 -3334 " 38.4 .25.1 133
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Table B-9 ~ Long-Run Estimates of Qutput and Job Losses by Region

Tax Reduction Regime

CHANGES IN GUTPUT . CHANGES N JOBS

{$Millions) _ . {in 1000e}
REGION '
Metro Nonmatra Total Mou;n Nonmatrao Total
ZERO SLIPPAGE ASSUMPTION '
Northeast 28 B 26| o003 004 - 002
North Centrat 29 -17 12 0.02 -0.28 -0.28
Appalachian < -2 -8 0.03 0.05 0.02
_Southesst 11 -3 g 0.08 -0.03 0.02
Plaina _ 1 -19 8 0.00 0.22 - 0.22
Mountain 8 € 0 005 008 004
Pacific 24 -4 20 014  0.08 007
TOTAL - a8 -62 - 43 0.31 0.79 0.47
LOW SUPPAGE ASSUMPTION
Northaest -51 -85 116 | 5.7 :0.1 5.6,
-North Centrai’ -28%5 -361 -8485 28 -3 0.3
Appalachian T 49 -89 148 12 o8 0.8
Southeast . .83 a2 .265 20 0.9 1.2 .
Paina 117 .22 378 T2 2.4 .2
Mf)untain -268 -8t 17 1.0 0.8 . 0.1
Pacific -188 -82 1270 22 09 13
TOTAL T 797 -1132 -1g29 185 80 74
" HIGH SUIPPAGE ASSUMPTION
_ Northesst -187 . 174 -341 153 T 04 14.9
North Central 814 852 787 | ; 73, -2 0.8
Appalachian o -127 . -268 -38% - 32 1.7 1.5
Southesst -258 462 720 | 5.4 -2.4 3.0
Piains 313 882 -998 32 -8.2 30
Moumsin 78 239 a7 | 285 24 0
Pacific 541 -218 -757 5.6 .2.5 R
TOTAL -2273 .2994  -5267 'R -23.7 © 19.4

Note: The Zero Slippage sstimatas aré an aversagsa of the ronui_l.s from Scanarios | and Ii.
The Low Slippage sstimatas sré an average of the resuits from Scenparios Il end |V,
Tha High Slippags eatimates ara the resuite from Scenano V.
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Appendix C: The Lower Living Standard-

incoma Leveis

The Lower Living Standard income Level is
based on the lowaer living family budget issued
by the Secretary of Labor in the fall of 1981
updated for price changes based on the
Consumer Price index (CPl). Tha lower living
family budget is a measure of the total cost or
amount of income required 1o achieve the level
and manner of living implicit in a generalized
concept of modest living. It does not represent
the ways in which family incomes should be
- spent, or the ways avarage families actually
spend their incomes. The lower budget
assumes the family lives in rental housing
without air conditioning, ralias heavily on publi¢
transportation or uses an older car, performs
more services for itself, and utilizes free
recreation facilities. o

The income levels are published annually,
usually in March or Aprit of each vear. The
Department of Labor publishas two sets of
. income levels. One set covers 25 Metropolitan
Statistical Areas {MSA); the second set covers
the- entire country, broken into metropolitan
and nonmetropolitan areas within each of four
regions. Both sets vary by household size.

States may be covered by more than one
income level. For example, New Jersey has
four levels; the New York City MSA, the
Philadelphia MSA, and the Northeast
metropelitan and nonmetropolitan levels,

The lower living standard income levals arg
used to define economically disadvantaged
- individuals for job training services in the Job

'Training Parmership Act (JTPA) and in ‘the -
. Internal Revanus Code for the Targeted Jobs

Tax Credit (TJTC). These programs use 70

percent of the fower living standard income

~ levels for defining economically disadvantaged
individuals, '

" The Department of Labor, on publishing the.
income levels in the Federal Register, includes

a’ disclaimer that the lower living standard
income levels should not be used for any
statistical purpose and are vaiid only for
eligibility determination purposes under the
JTPA and TJTC programs. This notice stams
from the tarmination of the family budget series
which otherwise would periodically update the

underlying budget, and the imprecise price .

adjustments since not all components of the
underlying budget are captured in the CPI,

The four-parson ragional Lowar Living Standard
income Levels vary from 142 percent to 173

percent of the four-person poverty income

leval:
Parcant
of - -
Level Poyerty
Foverty Guideline #14,800 100%
Lowar Living Gtandard | -

Northesst .
Matropolitan 25,540 178 -
Non-matropoliten 25.450 172

North Cenural
Matropolitan 23,480 168
Non-matropoliten 22,200 160 .

Sourth .

Matropolitan 22,420 151
Non-matropolitan I 21,080 142 -
- Weat ‘
Matropolitan 26,220 170
Nor-metropolitan ‘24,640 _10§ -
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The Nutrition, Health, and Economic Consequences
of Block Grants for Federal Food Assistance Programs

Exacutive Summary

Food and conﬁhu S-mdop
Economlo Ressarah Servios

U.S. Department of Agriculturs
January 17, 1896

The proposad Personai Responsibility Act,
a key component of the Contract with
Amarica, would make sweeping changes
that alter the very character of the existing
food assistance programs. Specifically, the
Personal Responsibility Act, if enacted,

would:

o] Combine afl USDA food and
nutrition assistance programs into a
single discretionary block grant to
States;

o Awthorize an appropriation of $35.6
billion in fiscal year 1996 for food
and nutrition assistance;

o Eliminate all uniform national
standards;

o Give States broad discretion to
design food and nutrition assistance
programs, provided only that no
more than b percent of the grant
support adminigtration, at least 12
percent support food assistance and
nutrition education for women,
infants, and young children, and at
least 20 percent support school-

based and child-care meal .

programs; and

o] Eliminate WUSDA’s authority to
donate commodities; USDA could
only sell bonus commodities to
States.

The consequences of these changes on the
safety net of food assistance programs, the
nutrition and health- of low-income
Amaericans, the food and agriculture
economies, and the level and distribution of
Federal support to States for food
assistance are significant. ,

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 $& billion in fiscal year
1996 and .nearly $31 billion over 5
years (Table 1).

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

o Programs would be wunable to
respond to changing economic




circumstances. During economic
downturns, funding would not keep

up with rising poverty and-

unemployment. The demand for
assistance to help the poor would

. be greatest at precisely the time

when State economies are in
recession and tax bases are
shrinking.

For example, if the Personal
Responsibility Act had been in place
ovar the last five years —'a period
marked by both economic recassion
and recovery -~ the block grant in
1994 would have been over $12
billion less than the food essistance
actualiy provided, a reduction of
about one-third (Table 2).

~ States WOuld be forced to reduce

the number of people served, the

" benefits provided, or some

combination of both. Tha bill could
lead to the termination of benefits
for 6 million food stamp recipients
in fiscal year 1996.

The reduced investment in food and

nutrition assistance programs and
eliminetion of the authority to establish .

nutrition standards will adversely affect the
nutrition and health of low-income families
and individuals.

o

The scientific link between diet and

health is .clear.  About 300,000

deaths each year are linked to diet
and activity patterns.

Low-income households -are at

greater risk of nutrition-related

disorders and chronic diseasa than
the general U.S. population. Since
the nationwide expansion of the

Food Stamb Program and the

* introduction of WIC, the gap

between the diets of low-income
and other familias has narrowed.‘

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

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

The Personal Responsibility Act
would eliminate all federal nutrition
stendards, including those in place
to ensure that America’s children
heve access to healthy meals at
school, Even smallimprovements in
average dietary intakes cen have

greet valuge. The modest reductions

in fat, saturated fat, and cholesterol
intake due to the recent food

labeling changes were valued by the
Food and Drug Administration at-

$4.4 billion to $26.5 billion over 20
years among the U.S. aduit
popuiation.

The Act would also threaten the
key components of WIC — e tightly

prescribed combination of - a.

targeted food package, nutrition

counseling, and direct links to'.

heaith care. Rigorous studies have
shown that WIC reduces infant
deaths, low birthweight, premature
births, and other problems. Every
dollar spent on WIC results in
between $1.77 and $3.13 in
Medicaid savings for newborns and

- their mothers.

=



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

0

Under the proposed block grant,

States could immediately cash-out
any and all food assistance
programs in spite of evidence that
an in-kind benefit is more effectiva
in stimulating food purchases than
a similar benefit provided in cash.

in - the short-run, the bill could
raeduce retail food sales by as much
as $10 billion, reduce gross farm
income by as much as $4 billion,
increase farm program costs, and

cost the economy as many as -

138,000 jobs.

Inthe long run, the bill could reduce

omployment in farm production by
more than 15,000 jobs and output
by more than $1 billion. The food
processing and distribution sectors
could lose as many as 83,000 jobs
and $9 billion in output.

The economic effects would be felt

~most heavily in rural America. .In
both the short- and long-run, rural -

areas would suffer disproportionats
job losses.

Every $1 billion in added food
assistance generates about 25,000
jobs, providing an automatic
stabilizer in hard times.

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

_If Congress appropriates the full

amount suthorized, all but 8 States
would lose faderal funding in fiscal
yvear 1996. Coelifornia could gain
about $650 million; Texas could
lose more than $1 billion (Table 3).

Although some Stataes initially gain
funding, all States would eventually
fare worse than under current law.
Over tima, the initial gains will
erode because the block grant
aliminates the eutomatic funding
adjustments built into the existing
Food Stamp and Child Nutntlon'
programs. .




1

Table 1 — Effect of the Personal Responsibility Act on USDA Food Assistance Program Costs
: {Dollars in millions}

S—
-Fiscal Year
1996 1997 1388 1388 2000 | 'O
Current Law: . '
Food Stamps/NAP $27,777 $29,179 $30,463 $31,758 $33,112 | $152,290
Child Nutrition 8681 9289 9,903 10,556 11,283 | 49,692
WIC 3,924 4,231 4,245 4,379 4,513 | 21,29
Al Other 382 351 351 3s1 351 1,784
Total 40,764 43,029 44,962 47,042 49,260 | 225,057
Proposed Law: | 3s.600 37,138 38,756 40,457 42,214 | 194,166
Ditference 5,164 5891  -6,206 -6,585 -7,046 |° -30,892
‘Percent Differance -12.7%  -13.8%  -13.8% -14.0% -143% | -13.7%
— I— =

Notes: Based on current service program level for USDA food assistance programs in Department
astimates of Saptember 1994 {axcluding projected costs of Food Program Administration
but including anticipated mandatory spending for WIC, consistent with Presidaential policy).
This table does not include the budgetary effects of food programs operated by the
Administration on Aging in the Dapanment of Health and Human Services.

The Food Stamp total includes the cost of the Nutrition Assistance Program in Puerto Rico.

The Child Nutrition total includes all administrative and program costs for the National
School Lunch, School Breakfast, Speciai- Milk, Summer Food Service, Nutrition Education
and Training, and Chiid and Adult Care Food Programs, tha value of commodities providad
to schools, and support for the Food Service Management Institute.

The All Other total includes all administrative and program costs for the Commodity
Supplemental Food Program, the Emergency Food Assistance Program, the Food
Distribution Program on Indian Raeservations, the Nutrition Program for the Elderly, and
Food Distribution to Charitable Institutions and Soup Kitchens and Food Banks.

Proposed levels for the block grant in fiscal years 1997 through 2000 are increased from
the 1996 amount using the projected increasa in total population and the cost of the Thrifty
Food Plan for the pracading vear. Totals may not equal sum of columns due to rounding.

This table assumes that Congress appropriates the full amdunt authorized in each vear.




Table 2 - Historical lllustration of Food Assistance Block Grant
{Dollars in millions)

With Initial Reduction ® Whhout Initial Reduction
Actugl
Yaar Fo:ﬂ Adjusted Difference Adjusted Differenca i
| Assistance Block Block
Grant Total Percent Grant Total Percant
1989 - $21,697 | $18,941 -$2,756 -12.7 | $21,697 N/A N/A
1990 24,778 20,668 4,112 -16.6 23,672 -0] ,106 4.5 .
1991 28,849 | 21971 | 6878} . -23.8| 25167 | -3,682| -12.8
1992 33,519 23,232 | -10,287 -30.7 26,612 -6,907 -20.6
1993 35,397 23,369 -12,028 -34.0 26,769 -8,628 -24.4
1994 36,928 | 24,374 | -12,554 |  -34.0| 27,920 -9,008| -24.4

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

These figures assume that Congress would have appropriated the full amount authorized in
oach year, The block grant authorization is adjusted by the change in total U.5S. population
and the Consumer Price Index for Food at Home in the precading year (ending on Julv 1 for
population and in May for tha CPl).

The initial 12.7 parcent reduction in the first year is equivalent to the estimatad percentags
reduction in food assistance funding in the flrst year of the Personal Responsibility Act as -
shown in Table 1




Table 3 ~ Effect of the Personal Responsibiiity Act
op USDA Food Assistance Programs by State in Fiscal Year 1996
(Doliars in millions) -

Lavel of Food Differance
Assistance
State

’ Current Proposed Total Parcent
Alabama - $818 $713 - $105 -13
Alaska 97 84 -13 -13
Arizona 663 654 - 109 -16
Arkansas 422 403 -19 -4
Califomia 4170 4,820 650 16
Colorado 412 417 5 1
Connecticut- . 297 248 - 49 -17
Delaware | 92 58 -34 - 37
District of Columbia. 137 85 - 82 - 38
Florida - 2,194 1,804 - 389 -18 -
Georpgia 1,209 934 -275 -23
Hawaii 215 198 -17 -8
Idaho 127 176 49 *38
linois 1,741 1,483 - 258 -15
Indiana 713 691 - 22 -3
lowa 297 266 -3 -1
Kansas 307 270 - 37 -12
Kentucky 740 582" - 157 -21
Louisiana 1,141 765 =375 -33
Maine 188 167 -21 -1
Maryland 576 404 « 172 . - 30
Massachuserts 608 577 -32 . -5
Michigan 1,390 1,109 - 281 - 20
Minnesota - 508 430 -18 -4
Mississippi 730 G603 -127 ~17
Missouri - 810 754 - 56 -7
Mantana 111 140 29 26
Nebraska 187 175 -12 -6
New Hampshire 89 94 5 5
New Jersey 836 704 - 132 -16 -
New Maxico 361 321 - 40 -1
Nevada 145 150 5 3
New York 3,101 2,661 -440 - 14
North Carslina 930 849 -8 -9
North Dakota = 86 76.

-9 -1




Level of Food Differance
Assistance :
State
- Current Proposed Total Percent -
Ohio 1,768 1,287 - 481 - 27
- Oklahoma 528 475 -53 - -10
QOragon 410 346 - 64 -16
Pennsylvania 1,617 1,465 -152 -9
Rhode island 128 101 -27 - 21
South Carolina 602 546 - B8 -9
South Dakota 99 95 -4 -4
Tennaessee 983 743 - 241 - 24 .
Texas | 3,819 2,665 -1,154 - 30
Utah 234 . 277 43 18
Vermont 76 66 -10 -13
Virginia 783 597 - 185 - 24
Washington 660 444 - 216 -33
West Virginia = - 405 309 - 96 - 24
Wisconsin 467 442 - 25 -b
Wyoming _ 57 57 e 1
Total 40,764 35,600 - 5,164 -13
Notaes: Individual calls may not sum to totals bacause of rounding.

Total includes the Commonweailth of Puerto Rico, other territories
and outlying areas, and Indian Tribal Organizations.

This table assumaes that Congrass appropriates the full amoun_tA
authorized for fiscal year 1996. '

* aquals less than $1 million. -
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No Duty, No Floor:
Permissible State Conduct Under the
Temporary Family Assistance Block Grant

Mark H. Greenberg

Under pending legistation in the House of Representatives, the AFDC Program would be abolished
and replaced with a Temporary Family Assistanceé Block Grant to states. Under the bill, states would
be prohibited from using federal funds to provide cash assistance to certain groups of families and
children, and would need to satisfy certain work requirements; otherwise, states would have a great
deal of discretion in deciding how to spend their block grant. A state’s share would generally be
frozen at FY 94 levels through FY 2000, with a small population adjustor for the nation. States
would have no duty to maintain their current levels of state spending, or any level of state spending,
for the program. '

Much of the initial discussion of the TFA has either considered the extent of state flexibility or
focused on the specific prohibitions on assistance, 1.€., time limits, family caps, denial of assistance
to unwed teen parents and their children, denial of aid to legal immigrants, etc. A separate CLASP

‘document reviews the TFA’s prohibitions, work requirements, and frozen funding in detail. That

document explains how the TFA would make it steadily more difficult for those states that want to
both preserve a safety net and help poor families enter the work force.! However, it is also important
to understand what the TFA could mean in states which want to significantly reduce assistance to
poor families.

Under the TF A, no individual would be entitled to assistance. For some people, the idea of “ending
entitlements” may initially sound like an opportunity to cut through bureaucratic complexity and
rigid rules, and respond to individual cases more flexibly. However, eliminating the principle of
individual entitlement would open the door to a world in which states had no duty to act fairly,
reasonably, or appropriately when a poor family needed assistance. Eliminating entitlements would
allow for more discretion, but that discretion could result in utter arbitrariness. To see why, it is
helpful to consider what would be permissible conduct under the Temporary Family Assistance
Block Grant. It may be that no state would wish to take advantage of all of these “options”, but a

- state could legally exercise any or all of these if the TF A becomes law. In some instances, there may

be federal or state constitutional claims that a particular approach might be unconstitutional, but each
of the following courses of conduct would be permissible under the TFA.

! See The Temporary Family Assistance Block Grant: Frozen Funding, Flawed Flexibility (CLASP,
March 1995}, '
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Under the TFA, a state would have:

No duty to accept applications for assistance: Families who met all eligibility rules would not
have a federal right to apply for aid. If a state wished to say that applications for aid will only be
accepted on the first Monday of the month, or the first Mondgy of the year, the state would be free
to do so.

No duty to act on applications within a particular [;eriod of time: Under current law, a state must
act on a family’s application for assistance within 45 days. Under the TFA, a state could decide to
~act on applications within a six month time frame, or might choose to set no time frame at all.

No duty te provide assistance to an eligible family: If funds were running low, a state could decide |
to use waiting lists. However, there would be no duty to keep a waiting list. The state could also,

just T;éll a family that there was no assistance available now, and the family should check back ina
month or two. This scenario could arise toward the end of a fiscal year, if applications for assistance
. had been higher than anticipated. However, since federal funding is frozen and there is no duty to
use state funding, a state might simply decide that it will permanently keep its caseload at a
particular level, and only provide assistance to anew family if an old family leaves.

No duty to provide assistance for any period of time: There has been much discussion of the fact
that under the TFA, a state would be prohibited from using federal funds to provide cash assistance
to'a family for more than five yedrs (with a state option to allow for extensions for 10% of the
caseload). However, states would have no duty to provide aid for five years, or two years, or any
period of time. If a state wished to impose a ninety day limit (or less) on all families, it could do so.

No duty to provide assistance to any category of people: There has been much discussion of the
prohibition on using federal funds to provide additional aid to a family that has an additional child
or to provide aid to unwed teen parents and their children. However, a state would be free to go
much further. If the state wanted to permanently disqualify a family if a mother conceived a child
while on aid, in order to encourage “responsible parenting”, the state could do so. If a state wanted
to permanently disqualify a child for being born out-of-wedlock, the state could do so. If a state
wanted to deny aid to parents with no pre-school children, or to deny aid to all parents under age 25,
the state wou]d be free to do so under federal law.

No duty to operate a statewide program: Under current law, the program must operate on a
statewide basis. Under the TFA, a state could decide to close some or all of its rural offices, as a
means to reduce admmlstratlve expenses or for any other reason.

No duty to maintain current benefit lev_els: Under current law, a state risks a penalty in its
Medicaid program if the state’s AFDC benefit levels fall below their level from May 1988. Under
the TF A, that protection would be ehmmated and a state would be free to set benefit levels as low
as it wished.
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No duty to provide a family the amount of aid it qualified for: Presumably, each state will have
rules for calculating a family’s assistance amount based on the family’s income and other
circumstances. However, a state would have no federal duty to follow its own rules. If a state
erroneously denied aid, or paid a family a fraction of the amount the family qualified for, the state
would not have violated federal law, and the family would have no recourse under federal law.

No duty to provide education or training assistance: Under current law, in the JOBS Program,
states must develop employability plans based on an assessment of the individual. Nationwide, more
than half of JOBS participants are in an education or training activity. Under the TFA, there would
be no duty to provide an assessment, no duty to ensure that the activity was reasonable or
appropriate, no duty to provide education in any case, no duty to provide child care for participation
in education and training, and no duty to provide transportation or other support services. There
would be no duty to provide a family employment-related assistance of any kind before the family
reached its time limit. :

No duty to have or follow rules allowing for good cause exceptions when a parent is unable to
comply with program requirements: Under the block grant, a state could impose any
employment-related requirements (and probably, any other behavioral requirements) it chose without
regard to whether an individual could reasonably comply. For example, a state would be free to
require a parent without a car or other means of transportation to appear at a worksite in the next
county, and then cut off the family's aid when the parent was unable to appear because she had no
way to get there. The state would be free to cut off a family’s aid if the parent did not participate in .
arequired activity because a child was sick and the parent had no available child care. A state could
develop "good cause” exceptions, but it would have no federal duty to comply with them.

No duty to ensure that penalties are reasonable or appropriate under the circumstances: A
state would be free to develop rules under which a family that was late for an appointment (or failed
to meet any other program rule) would be disqualified from receiving aid for 30 days, or for life, or
for any amount of time in between.

No duty to spend a peuny in state funds: Under current law, each state must pay a part of the cost
of AFDC benefits to poor families -- the richest states pay 50% of the cost of benefits, and the
poorest states may pay as little as 20%. Under the block grant, states would have no duty to
maintain their current level of effort, or any level of effort, in providing cash assistance or
employment-related assistance to the families in need of assistance under the block grant. A state
would be free to take the entire current state expenditure for the AFDC benefit and shift it to any
other purpose.
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Conclusion

Under the TFA block grant, there is no floor on state conduct. State spending will be subject to an
annual audit, but nothing-described above would violate federal law. It may be that many states will
not want to exercise the options described above, but'states will need to be fearful of their neighbors.
A state could decide that its anti-poverty policy will be to discourage poor families from residing
in the state, and that the way to do so is to provide emergency relief on a short-term basis, and
otherwise encourage poor people to move elsewhere. At this point, it appears that bus tlckets to
other states would be an allowable block grant expend:ture

‘There is a difference between flexibility and chaos. The Temporary Family Assistance Block Grant
~ would invite the latter,
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"BLOCKING" DEVOLUTION:

Why Block Grants are the Wrong Approach
to Devolution—and Three Progressive Alternatives

By Ed Kilgore and Kathileen Sylvester

In their struggle to find legislative expression for some of the hazier
elements of the Contract with America, Republicans in the 104th Congress are
seizing upon "block grants" to states and localities as a cure-all technique,
applicable to welfare, crime, and perhaps even health care.

In theory, block grants represent a procedural reform in the administration
of federal-state or federal-local programs—a broad consolidation that gives the
ultimate managers of domestic programs flexibility to meet national purposes
. without micremanagement by Congress or the federal bureaucracy.

In practice, however, the block grant label can be deceptive. Some past
consolidations, such as the Social Services and Community Development Block
Grants, did not supply the sweeping flexibility the name connotes. Conversely, the
block grants being propesed by the current crop of congressional Republicans fail
to articulate the national purposes that justify federal involvement in the first
place. s ' -

Even in their ideal form, block granfs do not supply a strategy for
"devolution” of federal power as their propenents, who seek to link this procedural
reform to voter mistrust of Washington, often imply.

Turning federal programs into block grants makes them easier to
administer, but does not accomplish any clarification of federal and state roles, or
of the national and local concerns that justify them. If a given domestic program is
to become a purely state function, why maintain any federal funding, and if it's
not, why should the federal government have no say over how the money's spent?
Block grants ignore these questions and simply freeze current fiscal relationships
among levels of government, as though they were dictated in the Federalist
Papers.
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Previous experience, especially during the Reagan Administration, would
indicate that block granting a program may undercut the stated purpose of
increasing flexibility. Large block grants designated for general purposes are easy
targets for budget cutters, yet still vulnerable to federal prescriptions.

More fundamentally, true devolution should aim at giving citizens
maximum power at the expense of government bureaucracies at every level. Block
grants simply reallocate power among bureaucracies.

In the peculiar form advocated by congressional Republicans, block grants
make little or no sense. They represent a “reform" in search of a rationale and a
brain-dead devolution lacking any purpose or definition. The following two
examples make the point. -

Welfare Block Grants—Retreat from Reform

On January 6, after a day-long meeting with Republican governors, GOP
congressional leaders announced a tentative agreement to "reform" welfare
through a series of block grants to the states that would eliminate the entitlement
status of low-income programs and supply total flexibility in the administration of
these programs. Expenditures would be frozen at current levels for five years.

~ This tentative Republican agreement dramatically illustrated the inherent
shortcomings and internal contradictions of the block-grant method of devolution.
The welfare debate that took shape last year benefitted from a wide-ranging
discussion of the proper object of reform—putting welfare recipients to work,
improving their education and skills, or discouraging illegitimacy—and the best
means for securing reform, including the roles of the federal government, the
states, community organizations, private job placement services, and civic and
community organizations.

Unfortunately, the Republican proposal to turn AFDC and related programs
into block grants short-circuits the national debate on welfare reform, and siinply
shifts the welfare problem—both its definition and its solution—to the states, with
limited federal funding. States thus lose any real incentive to change the welfare
system. Indeed, because the proposal abandons existing requirements that states
match federal funds, there is eéven less incentive for reform than under the current
gystem, because reform costs money.

Welfare block grants are attractive to congressional Republicans precisely
because they avoid any national decision on a controversial issue that divides the
GOP—the object of welfare reform—while ensuring the one outcome all
Republicans can agree on—reducing federal welfare spending to help pay for
Republican tax cut and defense spending promises. Actually reforming welfare is




associated federal funds: (1) a community policing initiative designed to place
100,000 new police officers on the streets, and, more indirectly, to influence police
departments to reorient their crime-fighting strategies from rapid response to
community policing; (2) a host of ¢rime prevention grants, ranging from early
youth intervention programs to support for inner-city civic organizations; and (3)
state prison construction grants made conditional on state adoption of tougher
sentencing laws.

The Contract with America promised to re-open the crime bill for a variety
of purposes, including the elimination of the new prevention programs typically
characterized by Republicans as "pork-barrel social programs.” Once under
Republican control, the House Judiciary Committee quickly took up a crime bill
re-write, and replaced both the community policing initiative and the crime
prevention grants with a new $10 billion crime block grant for cities and counties.
The block grant proposal passed the full House in mid-February.

The debate within the Judiciary Committee on the block grant concept was
illuminating. Committee Democrats cited a familiar litany of abuses—purchases of
airplanes, real estate, and even a tank—associated with the last flexible set of
crime-fighting grants to states and localities, the Law Enforcement Assistance Act.
Committee Republicans blithely supported amendments to prohibit use of block
grant funds for--airplanes, real estate, and tanks! As with the welfare block
grants, the committee offered no articulation of a national purpose to justify
federal involvement-—only a definite willingness to make negative prescriptions.
The highly prescriptive state prison construction grants championed by
Republicans remained intact.

The community policing section in last year's crime bill was clearly designed
to establish national policy by endorsing effective crime-fighting strategies and to
supply limited federal funds to spur redeployment of local police resources. The
array of crime prevention grants, too, was aimed at a new national emphasis on
identifying at-risk individuals and communities and addressing their problems
early on. Disagreement with the premise of either set of provisions is entirely
legitimate, and would dictate amendment or repeal. But it makes no sense at all
to replace both programs with a single block grant. If community policing or crime
prevention grants are, as Republicans often argue, "pork," then replacing them
with a huge new block grant literally throws good money after bad.

A Test for Program Consolidations
The GOP welfare and crime block grant proposals reflect an assertion that

any consolidation of federal programs is a positive step towards devolution. We
strongly disagree.



apparently less 1mportant than maintaining Republican unity and political
advantage.

It is not clear, however, that the welfare block grant stratagem will succeed,
in large part because some congressional Republicans do feel strongly about a
national commitment to certain principles about welfare—if not a coherent
strategy—whether or not their colleagues agree.

The House Ways and Means Committee has dutifully agreed to a series of
welfare block grants while insisting that funding be conditional on the welfare
measures contained in the Contract with America: no payments for children of
unmarried minor mothers; no payments for legal immigrants awaiting citizenship;

.and a two-year time limit on cash assistance without work. The draft Ways and
Means bill also requires states to put 20 percent of welfare recipients into work by
the year 2003, though the definition of "work" is exceptionally vague.

In unveiling this new "compromise," Clay Shaw, a Florida Republican who
chairs the subcommittee of jurisdiction, made a comment that should have
triggered.alarm bells in Republican state capitals;

Some governors have asked for block grants from the federal government
that come with no "strings." As [ have said before and say again today, this
we cannot do. As your elected representatives in Washington, you have sent

us here to be stewards of your federal tax dollars. We simply cannot fulfill
our role as stewards by signing a blank check to anyone, even our nation's
governors,

In effect, the House Ways and Means Committee has approved block grants
that really aren't block grants, because they come with strings. These strings,
however, do not articulate any clear vision for welfare reform-—nor any federal
commitment to make sure it happens, The only principle consistently supported by
congressional Republicans is to limit federal welfare spending; and some candidly
view block grants as a way station to additional future cuts or even abandonment
of federal responsibility. As such, these "block grants” represent a retreat both
from welfare reform and from clear principles of devolution.

Crime Block Grants—Throwing Good Money After Bad

In terms of tradition, prior involvement, and current fiscal commitment,
intrastate law enforcement and crime prevention are the most local of domestic
government functions. If principles of federalism have any meaning at all, new
federal intrusions into this area should be carefully rationalized to demonstrate a
clear national purpose.

Last year's erime bill contained three separate new sets of federal policies
affecting local law enforcement and crime prevention, with varying degrees of

3



The best test for any consolidation of federal programs is this: Does the
consolidation clarify the national purpese underlying federal assistance, and then
give state or local governments latitude—and accountable standards-—in meeting
that purpose? Or does it obscure the national purpose, and simply transfer meney
from one layer of bureaucracy to another?

The Republican welfare block grant proposal essentially abandons any clear
expression of national purpose on welfare reform. That is true even if certain
negative prescriptions disqualifying legal aliens or minor mothers of illegitimate
kids are sneaked in through the back door, reducing the much-touted state
flexibility without elucidating positive objectives or results.

The crime block grant proposal is even stranger. After all, the ink is barely
dry on the legislation creating the new categorical programs that the block grant
would replace. Thus the block grant represents a massive increase in federal
spending in the most local area of domestic government, with absolutely no
justification through an expression of national purpose, other than a vague sense
that voters are upset about crime and that the Contract with America promises
some response.

Progressive Alternative #1—Devolution through Performance-Based Grants

One alternative that does meet the test of a constructive consolidation of
federal programs is the performance-based grant, which supplies flexibility to
state or local administrators in exchange for achieving defined results that embody
the national purpose justifying the use of federal funds.

The best existing example of a performance-based grant is the so-called
"Oregon Option," a broad waiver recently negotiated among federal, state, and
local officials governing human resources programs in Oregon. Federal officials
have agreed to suspend most federal restrictions on how state and local officials
can use federal funds. In return for this flexibility, state and local officials have
agreed to meet a set of specified outcomes.

The Oregon model clarifies the national purpose underlying federal funds by
requiring a results-oriented human services policy. The Oregon plan focuses on
prevention rather than remediation of problems, delegates responsibility and
decisionmaking powers to those on the front lines, and rather than budgeting
more money, re-directs the current funds in a more efficient way.

Oregon officials have pledged to deliver results based on the state's own
"benchmarks" reached through a public consensus-building process that defined
goals important to Oregon citizens: healthy children, stable families, and a highly
trained and competitive workforce. In return for the flexibility to combine federal



funds and implement many policy changes without federal waivers, state and local
officials have agreed to meet a series of defined “performance measures."

More specifically, Oregon will define success in welfare programs not by the
number of clients served——currently the sole basis for federal funding—but by the
results obtained: the percentage of AFDC clients who get jobs, the percentage who
are able to establish child support; the average length of time families stay on
welfare; the percentage of AFDC households headed by teen parents; and the basic
skill levels of AFDC participants in job preparation activities. '

The President's FY 1996 budget proposes a shift to performance-based
grants in a variety of domestic program areas, including housing and community
development, public health, pollution control, and transportation. If these
proposals are developed and aggressively promoted in Congress, performance-
based grants can serve as the most useful progressive alternative to Republican
block grants.

On one critical issue outside the Administration's set of suggested
performance-based grants, The Progressive Policy Institute has developed its own
proposal. We support a work-based model for welfare reform that would effectively
transform federal income maintenance and education and training grants into a
performance-based system rewarding states for placement and retention of
recipients in private-sector jobs.

Progressive Alternative #2—Devolution by "Swapping" Divided Functions

A second progressive alternative to the block grant is the "swap," an
approach that shifts currently divided responsibilities—policy, administrative, and
fiscal-—to one level of government in a coordinated, revenue-neutral fashion.
Swaps are based on the theory that some functions of government should be
funded ard implemented by a single level of government—the level best-suited to
take on those responsibilities. This approach is also based on the sound belief that
unified control of specific domestic government services promotes accountability,
by clarifying the level of government responsible for this or that function.

Swaps are not a new idea. Arguments for swaps were well articulated in the
early 1980s by reports from the Robb-Evans Commission, and the Advisory
Commission on Intergovernmental Relations and more recently by David Osborne
in PPI's Mandate for Change. Alice Rivlin, director of the Office of Management
and Budget, proposed a thoughtful scheme for "sorting out" government functions
in 1992. The National Governors' Association has suggested a variety of swap
concepts, including one in which the federal government would take over both
health and income maintenance responsibilities for the "Social Security
population” (the aged, blind, and disabled) with the states assuming similar
obligations for the "AFDC population" (non-elderly people with low incomes).
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Even so, the politics of swaps make them difficult to achieve. President
Reagan proposed a "swap" in his 1982 State of the Union Address, to the surprise
of many congressional Republicans. Under the Reagan plan, Washington would
have taken full responsibility for Medicaid and the states, in return, would have
taken over welfare programs, including Aid to Families with Dependent Children
and food stamps, along with a variety of other intergovernmental programs. The
plan died quickly, mainly due to congressional hostility or indifference in both
parties, but also because state officials were suspicious that the Reagan
Administration was more interested in "dumpmg the costs associated with
programs to be assumed by the states than in balancing these "turnbacks" with
full federal assumption of Medicaid.

In some respects, functional swaps are like an exchange of hostages: If they
do not proceed simultaneously, and on roughly equal terms, the trust necessary to
complete the exchange will break down. As with the Republican block grant
proposals, which are clearly fueled by the need to generate quick federal spending
cuts to pay for tax cuts and defense spending increases, swap proposals driven by
short-term federal budget concerns rather than long-range federalism :
con51derat10ns are doomed to failure.

Swap proposals assume that federal officials are willing to. completely
withdraw from specific areas of domestic government. However good the policy in
the abstract, so long as Congress and the President cannot resist the political
pressure to intervene on any domestic concern that agitates focus group
participants, devolution by swap will prove difficult if not impossible.

Progressive Alternative #3—Devolution to Citizenry

The most meaningful form of devolution, and the only form immediately
responsive to the current mood of voters, is to bypass government bureaucracies at
all levels and directly empower Americans to solve their own problems.

PPI has recently proposed two closely-related reforms that aim at
devolution to the citizenry: the GI Bill for American Workers, and the Job
Placement Voucher for welfare recipients.

Embraced in concept by the President, the GI Bill for American Workers
would, among other reforms, scrap the current system of 70 categorical grant
programs for education and training of dislocated workers and replace it with a
flexible voucher that would stimulate and tap a growing market of public and
private providers of re-employment services.

The proposal would also help workers set up tax-favored Individual
Retirement Accounts that could be drawn upon to upgrade skills, and would
promote greater use of National Direct Student Loans by workers who could then
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pay off the cost of college or postsecondary training with a percentage of future
income.

Similarly, the Job Placement Voucher concept is aimed at breaking down
welfare bureaucracies and stimulating a competitive market of job placement and
support services. Part of the PPI's "work first" plan for welfare reform, the
proposal would encourage states to provide welfare recipients with vouchers
redeemable by public agencies, private firms, community enterprises, or
emp]oyers so long as they are used to place and keep the individuals in question
in private jobs.

A third major avenue for devolution to citizenry is to strengthen the ability
of non-government community organizations to address critical social problems
while drawing on the energy and creativity of the people most affected. National
Service, embodied in part by the AmeriCorps created by Congress at the
President's urging in 1993, is one very promising approach for experimenting with
non-governmental mechanisms for domestic service delivery while empowering
participants through post-service benefits. To the extent that some congressional
Republicans, including Speaker Gingrich, have announced strong opposition to
AmeriCorps specifically and national service generally, progressives must
challenge them to square this reflexive position with their alleged support for
devolution of domestic government and empowerment of citizens.

Of equal importance, domestic programs aimed at fighting poverty and
social pathology in low-income urban and rural areas must be re-focused to help
citizens in these areas solve their own problems, Federal policy should shift from
promoting paternalistic bureaucracies and tax-lured outside investment to an
‘approach that builds on the real if hidden assets of impoverished citizens and
their communities. Microenterprises, community banks, and individual
development accounts could all help devolve power over community development
while enlisting citizens in self-help measures that actually work.

Beyond Focus-Group Federalism

Implicit in the progressive critique of block grants, and in the three models
of devolution we suggest as alternatives, is that different domestic problems
require a different deployment of resources among levels of government, and in
some cases, beyond government. There is no "cookie cutter’ method of devolution
that will work in every area. The national purpose justifying federal funds and the
governance capac1ty of federal, state, and local governments will vary across
program and issue lines. :

Block grants as pursued by Republicans in the 104th Congress are based on
a one-size-fits-all approach to devolution, and a resolute unwillingness to define
national purposes or to assess governance capacities. As such, the GOP approach




Where will the money come from? The most difficult issue-to resolve will be
financing. If the federal government were to devolve certain funections or roles to
the states, there would be an irresistible federal impulse to claim any savings for
new programs or deficit reduction. Any power shift must assure that states or
localities have fiscal capacity to do the job well.

Which level of government is best suited to ask citizens what they want?
When states and local governments make decisions about priorities, citizens join
in the process. At the state and local levels, citizens decide all the time what they
value enough to pay for: They support or reject ballot initiatives; they approve or
disapprove tax increases and bond issues earmarked for specific programs; and
they lobby their legislative bodies.

These key questions can be asked in each area of domestic government, or
can be asked comprehensively—across all areas of domestic government. PPI has
called on President Clinton to hold a Federalism Convention in 1995 to begin a
comprehensive evaluation. Governors Mike Leavitt, a Utah Republican, and Ben
Nelson, a Nebraska Democrat, have announced an intention to hold a Conference
of the States to launch the same process—with or without federal participation.

Whether or not a "big screen” discussion of devolution ensues, those who
seek to promote an agenda for devolution must keep the "big picture" in clear
view. True devolution cannot be advanced by a Congress obsessed with short-term
federal budget savings, or even by governors struggling to regain control over
state budgets stretched thin by congressional micromanagement. It is the
taxpayers' budget—the sum total of federal, state, and local taxing, spending and
borrowing, their effect on the economy, and the services and empowerment they
buy, that offers the only proper context for devolution.

'The authors of the Federalist Papers would agree. So should those who
consult them now.

Ed Kilgore is senior fellow and Kathleen Sylvester is vice president
of domestic policy of the Progressive Policy Institute.

10

LS



is a cynical device that "blocks" real devolution. It also reflects the same "focus-
group federalism" that created the chaotic system that devolution would reform:
the knee-jerk tendency to design a federal response to any concern of voters,

whether or not it makes sense or can promote either national or local purposes.

In many areas where federal and non-federal roles are fairly clear,
performance-based grants can produce a useful combination of desired outcomes
and administrative flexibility to achieve them. In a few isolated cases, swaps can
be designed that will promote both efficiency and accountability. And in every area
of domestic government, steps can be taken to devolve power to citizens, bypassing
bureaucrats at every level.

But true, thorough, and lasting devolution will require a serious
comprehensive evaluation of domestic government to more clearly define national
and local purposes and more adequately assess the strengths and weaknesses of
each level of government in each area.

After all, our system of federalism has never been static. The roles of the
various levels of government have been defined and redefined by national crises:
the Great Depression, three wars against foreign powers, and the civil rights
struggle. The current crisis of governance requires reconsidering the relationships
in that system again.

This reconsideration involves a series of questions for each area of domestic
government:

Who can best do the job? The federal government has advantages in areas
such as social insurance and regulating matters that cross state borders.
Important redistributive functions, such as basic funding levels for income-support
programs, must reside with the federal government. States and localities are
better at delivering services. Any sorting out should also take into account the
capacities of the various levels of government.

Who has a compelling interest in doing the job? States and localities have
already honed their capacity for economic development because it expands their
revenue bases, States dare not allow themselves to fall too far behind their more
aggressive neighbors for fear of losing their tax bases. Localities have an interest
in providing education and police protection because their voters demand services.

How can equity be assured? Poorer states and localities cannot compete on
equal terms with the wealthier jurisdictions. The federal government should
provide some balance by offering special financial assistance to the poorest states;
states should also provide financial aid to localities with weak revenue bases or
extraordinary needs. Revenue capacity, revenue effort, and service demand must
all be taken into account.
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The Temporary Family Assistance Block Grant: Frozen Funding, Flawed Flexnblllty
Executive Summary

On March 24, the House of Representatives approved a bill which would eliminate the AFDC
Program and replace it with a Temporary Family Assistance Block Grant. The block grant has
been promoted as a way to provide states more flexibility in return for less federal money. In
one sense, this is accurate -- the block grant would provide states with flexibility to reduce and
eliminate assistance to poor families. In a broader sense, the real impact of the block grant
would be to end the federal government's ongoing duty to share in the cost of cash aid to poor
families with children, and in the cost of welfare reform. Under the bill, the federal share would
~ be frozen for five years at the FY 94 spending level with minimal adjustment for population
growth. Any costs beyond that level would have to be met with state dollars alone. Thus,
federal savings would be assured and all risk would be placed on the states. States could not
compensate for all of the lost federal funding through “administrative savings.” They would be
forced to choose between increasing state spending - with no federal match - and reducing or
terminating. assistance to poor families. Many important elements of work-based welfare reform
efforts - education, training, work slots, child care, support for working poor families - involve
increased costs, but the loss of federal match would greatly increase the effective cost to states of
any new spending. In practice, states would have the flexibility to make cuts, but not 1o
implement the changes that matter most in reforming welfare. States should pursue alternative
approaches that could increase flexibility without necessitating the loss of billions of dollars of
federal assistance. -

Key Features of the Temporary Fainily Assistance Block Grant

H. R 4, the Personal Respon51b111ty Act would eliminate AFDC, the JOBS Program, and the
Emergency Assistance Program. Instead, each state would receive a share of a pool of federal
money. The overall amount, $15.39 billion, would be based on FY 94 federal spending and
would be frozen through FY 2000; beginning in FY 97, an additional $100 million would be
distributed among states that had experienced population growth Congréssional Budget Office
estimates indicate that the effect of the freeze would be a loss to states in AFDC/JOBS/
Emergency Assistance of about $8 billion over five years; the Adm1n1strat10n estimates state
losses of about $11.8 billion. States would be prohibited from using federal funds to provide
cash aid to certain categories of families and children. Otherwise, states would have substantial
discretion to decide how to spend the money on cash assistance and work- relaled programs.
States would have no duty to provide aid to any person or family and no duty to maintain current -
levels of state spending. The bill includes increased work requirements. A state could seek to
meet its work participation rates either by having individuals participate in countable work

-activities or by any reduction in the state’s caseload for any reason (except where the caseload
reduction was mandated by federal law).
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" The bill would eliminate transitional child care and the child care guaré:ntee AFDC-related child
care would be folded into a child care block grant which would have flat funding at $2 09 bllllon
through FY 2000

The TFA has been promoted as offering states flexibility in return for reduced federal funding.
Accordingly, states should consider: 1) how much flexibility does the block grant offer? 2) How
much do states have to pay for this flexibility in lost federal funding? 3) Are there ways'to get
more ﬂexibility without a cOrresponding loss of federal -ﬁmds?

1. The block grant offers the flexibility to cut assnstance or Spendlng, but not to make
changes that require new resources -

The bill has two principle “strings™: work requirements, and prohibitions on using federal block
grant funds to ‘provide cash assistance to certain famlhcs and children. :

The bill’s overall work requirements increase from 10% in FY 96 to 27% in FY 2000, and then
reach 50% in FY 2003. To count toward the rate, an individual would need to be in a countable-
work activity for 20 hours 4 week (reaching 35 hours in FY 2002); education could only count
toward the rate when by an individual under age 20. Beside meeting the overall rate, the state -

. would need to meet two-parent work requirements which would begin at 50% in FY 96 and
reach 90% in FY 98. The bill provides no adjustment in TFA funding to meet the escalating
work requirements; in fact, the freeze in federal block grant funding represents a dollar loss to
states greater than the entire federal cost of the JOBS Program. Instead of providing open-ended
access to child care fundmg, the PRA would consolidate child care funding into a single block -
grant with flat funding from FY 96 through FY 2000. By contrast, the Personal Responsibility
Act introduced in January included a work mandate of 35 hours'a week for 17% of the caseload -
in FY 2000, and would have added $9.9 billion in additional federal JOBS/work funding over
five yea:s along with contmued access to matchlng funds for child care spendmg

In the initial years, some states may be able to meet the bill’s participation rates based on the
number of participants who are already working, or through a set of accounting devices. ‘
However, it seems clear that the current bill is billions short of the funds needed to make
substantial increases in work program participation. The bill does offer an alternative way to
meet the work participation rates. In calculating compliance, a state could claim credit for
caseload reduction from an FY 95 baseline - the reduction would be claimable for any reason
except where the caseload reduction was mandated by federal law. Accordingly, the bill's work
requirements would ultimately force states to dramatically increase unmatched state spending,
cut off assistance to large numbers of famlhes or accept a fﬂderal penalty for failure to meet the
"required rates. :

Apart from the work requirements, the principle federal “string” on the block grant would be a
prohibition on using block grant funds to provide cash assistance to certain individuals and
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families. Among the prohlbltlons would be a bar on using federal block grants to provide cash

assistance to:

® achild bom out of wedlock to an 1nd1v1duaI under age 18 or to the individual unti] the
individual turns 18, with.exceptions only when a child is born as.a result of rape or incest;

¢ achild bomn to arecipient of cash benefits under the state’s program, or to an individual who
received cash benefits at any time during the 10 month period ending with the birth of the
child, with an exception only for children born as a result of rape or incest;

¢ the family of an individual who, after attaining age 18, has received block grant funds for 60

. months (whether or not consecutive) after the effective date of the provision. States could
permit hardship exemptions from this provision for up to 10% of the number of famtlies to
which the state was providing assistance under the program under the block grant;

- @ a family including an individual who the state child support enforcement agency has
determined is not cooperating in establishing paternity of any child of the individual, or in
establishing, modifying, or enforcing a support order with respect to such a child;

&  afamily including an individual who has not assigned to the State any rights the individual
may have to support from any. other person; and

® legal immigrants, except for refugees during their first five years in the country; légal .
permanent residents over age 75 who have lived in the United States for at least live years;
legal permanent residents who are unable to comply with naturalization requirements
because of a physical or developmental disability or mental impairment (including
Alzheimer’s disease); and veterans on active duty or honorably discharged from the U.S.
Armed Forces (and their spouses or unmarried dependent children).

These provisions would compel denial of federal assistance where states have not sought to do
80. States would be barred from using federal funds to assist any of these parents and children,
with no ability to modify policy based on experience. A state would be free to use state dollars
to assist federally excluded persons, but this would become more difficult over time because the
federally excluded group would increase each year. For example, initially, no one will be
excluded based on having received 60 months of aid, but this group is estimated to eventually
reach half or more of those currently receiving aid.

Apart from its prohibitions and work requirements, the TFA would seem to allow states m'u,ch ‘
flexibility in establishing program rules. However, this flexibility is less than meets the eye. A
state would be free to rewrite rules but the lack of federal matching funds would make it difficuft
or impossible to implement many important policy options. For example, many states have
sought waivers to liberalize AFDC earnings rules, raise asset limits, or eliminate restrictions on
aiding two-parent families. The principal constraint on adopting policy has been the federal cost-
neutrality requirement. A block grant would make the cost-neutrality problem worse, because a
state would now face 100% liability for any additional costs each year, with no tolerance margin.

The practical effect of the block grant would be to greatly increase the cost of any policy option
that necessitated new spending. For example, suppose a policy option costs $1 million. If the
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state now has a 50% match rate, the state’s effective cost is $500,000, because the federal
government pays haif. Under the block grant, the cost becomes $1 million in state funds. In
effect, losing a 50% match-doubles the option’s cost. The problem is more severe for poorer
states. Under current law, a state with a 75% federal match can implement a $1 million option
for $250,000 in state funds Under the block grant the optmn s cost for the state is quadrupled.

A state would also be technically free to adopt broad part1c1 pation requirements in work or

training programs, but this freedom would be of little consequence without money. Under

current law, states can already require up to 80% of AFDC adults (and more with waivers) to .

participate in such programs; the constraint preventing broader participation has been its cost.

Given that most states have been unable to draw down all their JOBS fiinding when federal

. match was available, the likelihood of a larger state commltment w1th 100% state funds cannot -
be promising. ‘ : oo

~In effect, then, the block grant would allow flexibility in implementing options that had no cost’
or involved cutting spending, but it would make it more difficult to implement many of the
changes that states have considered most important to welfa‘re reform. :

2. The cost of the new flexibility is the loss of billions in federal funds and of the federal
responsibility to share i in program costs ' - R

The apparent premise of the TFA is that with increased ﬂexibility; states can reform welfare
while significantly reducing costs. In evaluating this premlse states should keep in mind the
followmg : : S

Federal savings are assured because federal spending is frozen; states must generate
significant savings just to adjust for lost federal funds. Based on CBO estimates, it appears
that states would need to generate about $.8 billion in savings the first year, and about $2 6
billion in savings in FY 2000 to make up for the lost federal fundmg

Even large administrative savings would not likely compensate for the lost federal funding.

In FY 93, state administrative costs for AFDC were $2.8 billion. A 25% reduction in

administrative costs would translate 10'$.7 billion; the federal funding reduction for the first year

of the block grant is projected at $.8 billion. Moreover, are admlmstratwe savmgs of this

magmtude reasonable to prOJeCt‘? Consider that; :

t . . .

® Some state reforms may reflect important policy goals, but may add to administrative costs.
For example, adopting a social contract system with expanded participation requirements or
imposing school attendance or immunization requirements may add to system complexity.
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® Basic system improvements are also likely to add to administrative costs. Any effort to -
lower caseworkers’ caseloads or to improve supervision or training will add to
administrative costs.

e Administrative costs have been fairly flat in recent years. Monthly average administrative
cost per case in FY 93 was $47.17, only slightly above the $45.05 cost per case in FY 84.

e Many federal rules are in place to minimize overpayments. A state may wish to simplify
them, but in some cases, administrative simplification may result in increased benefit costs.

In addition, several TFA features could add to state administrative costs, e.g., work and data
. .reporting requirements, implementation and administration of the prohibition on using federal
funds for federally excluded persons.

In short, it is at best unclear whether freedom from existing federal requirements would result in
administrative savings, when compared with new requirements and other changes that would
occur as part of weltare reform.

Inflation, population growth, demographic changes, and economic changes may all lead to -
increased costs: However successful a state’s welfare reform initiative, factors outside the
welfare system may increase costs over a five year period. If all else remains constant, costs will
increase due to inflation. If the same percentage of the state’s population receives aid,
population growth will lead to increased costs. Increased numbers of single-parent families can
also be anticipated to increase the numbers of families in need of assistance. The bill allows a-
$100 million national fund each year to distribute among states that had experienced population
growth. This represents a .6% adjustment for population growth over a five year period. To
keep the amount in perspective, one should consider that California's AFDC benefit costs
increased by $500 million from 1989 to 1990, and an additional $500 million the next year.

A factor that could dwarf all others in affecting benefit costs is the impact of a recession.
Consider the experience of recent years. From 1982 to 1989, the nation’s AFDC caseload
increased by 200,000 families. Then in 1990, the caseload jumped by 200,000 families, and by
800,000 more families in the next two years. There may or may not be a recession of
comparable effect in the next five years, but it is surely foreseeable that there will be an
economic downturn at some point, and that frozen federal funding would not adequately address
it. The bill offers three alternatives for addressing sudden increases in need, but each is
inadequate:

First, states could save part of their block grant in a “rainy day” fund. However, since the block
grant is set below current spending needs, a state cannot readily put part of its funding in reserve
without denying aid to families currently in need. Moreover, few legislatures will want to spend
additional state dollars in order to put federal dollars in reserve for the future. '
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Second, states could borrow a limited amount of monéy from a $1 billion federal “rainy day”
fund with a duty to repay with interest within three years. These funds would only be available if
" the state reached 6.5% unemployment and exceeded the level of one of the last two years by. at
least 10%. As a result, a state with low unemployment could face large increases without
reaching the trigger, as could a state where'unemployment increased steadily but slowly. In
addition, if caseload grows suddenly as it did in the early 1990s, a loan fund of $1 billion would
address only a fraction of the need. Moreover, a state in the midst of recession has no way to
know how long it will last or whether the state will have the capacity to repay within three years.
Finally, it is a profound reduction of the federal role to shift from the current federal duty to pay
half or more of program costs to a willingness to lend a limited amount of money under llmlted
circumstances. ' : :

The third option would be to move funds from other block grants. However, each of these block
grants will also likely involve reduced or frozen funding and no extra money to spare. Moreover,
they involve assistance to the same or related populatlons and when need increases in one area,
it may also be increasing in others. : -

In short, if and when co'sts go up for reasons unrelated to welfare policy, a state would be left
vulnerable to respond to those costs with virtually no additional federal assistance.

Would the state's reform initiative generate savings? Until recently, the litmus test of welfare
reform was not reducing spending; it was success in ensuring that parents who could enter-the.
workforce would do so. When the American Public Welfare Association presented its proposal
for reform in 1994, APWA officials estimated that it would result in about $13 to $15 billion.in
additional federal costs over five years, because it sought to revamp the system to get more
parents into the workforce. Last year, 30 states expressed interest in experimenting with more
generous policies through the waiver process. At that point, CBO estimated that more liberal
earnings and asset rules and removing restrictions on AFDC-UP eligibility would all increase
program costs. Many states have articulated plans to increase participation in work programs. In
costing out the Administration’s Work and Responsibility Act, CBO estimated that the annual .
cost-of participation in a work slot would add in excess of $6000 to a case. Many states have -
also sought to move toward universal participation in employment-related activities. . However, it
would seem difficult for a state to expand - or even hold constant - the size of its JOBS Program
under the block grant n- llght of the frozen TFA funding and cap on-child care fundmg

Clearly, some states envision that they could expand spending in- some areas with costs offset by
savings resulting from the imposition of time limits. However, no state has experience from
which to estimate the likely effect of time limits. Wisconsin is now testing time limits in two

- small counties, but the initiative just began in January 1995. Florida will test an aid cut-off in

" two counties] but with a state duty to provide a subsidized job to those who reach the time limnit,
“have complied with program requirements, and are unable to find work. Before ‘having any
experience with a time limit, it is tmpossiblé for a state to know how frequently the state will ..
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want to grant exemptions or extensions, or in how many instances the state will face higher non-
cash costs, e.g., foster care, homelessness, for families reaching the time limit. Accordingly, it
would not be prudent for a state to count on- time-limit savings as the basis for concluding that
welfare reform will necessarily result in savings.

3. A flexible entitlement structure could provide states the oppertunity to pursue welfare
reform without losing the federal responsibility to share in program costs.

The alternative to the constraints of the block grant is to move toward a flexible entitlement
system: a structure in which states are given broad flexibility to write their own state plan, but in
which the principle of entitiement is left in place and the federal government has a continuing
duty to share in state costs. This approach could identify the areas where states have most
frequently sought waivers and turn those provisions into state options. In their state plans, states
could define and set policies relating to income, assets, participation requirements, and virtually

- all administrative requirements. At that point, the state would have a duty to follow its state
plan, and the federal govemnment would have a duty to match state expenditures. The strength of
this approach is that it would allow flexibility in the areas most important to states, but would
assure the federal government's responsibility to join in the costs of program expenses.

If Congress is truly committed to state flexibility - as opposed to just cutting federal spending - -
then Congress should be responsive to developing a structure which both allows states to design
reform alternatives and maintains a federal role in joining in the cost of implementing reform.
The price of state flexibility should not be the loss of billions of dollars of federal resources, and
the loss of the federal government's duty to respond to increased needs.

i
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Temporary Family Assistance Block Grant:
Frozen Funding, Flawed Flexibility

Introduction

On March 24, the House of Representatives approved the Personal Responsibility Act. The PRA
would (among many features) eliminate the AFDC Program and replace it with a Temporary
Family Assistance Block Grant. '

In brief, the AFDC provisions of the PRA would repeal AFDC, the JOBS Program, and the
Emergency Assistance Program. Instead, each state would receive a share of a pool of federal

~ money. The overall amount would be based on FY 94 federal spending and would be frozen -
with a small adjustor for population growth - through FY 2000. States would have substantial
discretion to.decide how to spend.the money on some combination of cash assistance and work-
related programs for poor families with children. However, federal funds could not be used to
provide cash aid to certain categories of families and children. States would have no duty to
provide aid to any person or family, and no duty to maintain current levels of state spending for
the program. If more families needed help or the state wanted to increase spending for these
purposes, the state could not attain additional federal funds except by borrowing a limited
amount (with a duty to repay with interest) from a federal rainy day fund or by reducing
spending in other block grants targeted at low-income individuals and families.

From Congressional Budget Office estimates, it appears that the effect of the TFA approach
would be a loss to states of about $8 billion in AFDC/JOBS/Emergency Assistance funding over
a five year period; the Administration estimates state losses of about $11.8 billion.

The bill would impose strong work requirements despite the fact that TFA funding would be
frozen at the FY 94 level and other provisions of the bill would-curtail state access to federal
child care funding. A state could seek to meet its participation rate either by increasing the
numbers of persons.in work activities or by cutting families off assistance - caseload reductions
for any reason (except those mandated by federal law) would count toward satisfying the
participation rate.

. The block grant has been promoted as offering states ﬂexibi.lity in return for reduced federal
funding. Accordingly, states considering the pros and cons of the block grant should ask:

¢ How much flexibility does the block grant offer?
¢ How much do states have to pay for this flexibility in lost federal funding?

&  Are there ways for states to get more flexibility without a corresponding loss of federal
funding?
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This text analyzes these quesﬁons and concludes:

® The flexibility offered by the block grant is primarily the flexibility to cut assistance or
spending. The block grant’s prohibitions on assisting certain families would pose’ -
increasingly serious problems over time for states that wished to continue assistance for
federally excluded families. The bill’s work requirements would be extremely. costly to.
meet except by taking the approach of cutting families off assistance. Apart from the
prohibitions and work requirements, the bill allows states broad discretion in deciding how
to spend block- grant funds. However, the lack of federal rules does not mean state
flexibility. Many changes states have sought through the waiver process invelve increased
costs. Even if it is technically possible to adopt such changes-in the block grant structure, it
may be difficult or impossible to implement them with frozen federal funding. States would
have ﬂexxblllty to cut, but not flexnblhty to make 1mprovements that require additional
resources. - :

®  The freeze in federal funding, end to ongoing federal match, and curtailed access to
child care funding will result in substantial fiscal losses to states over time. States will
need to generate cuts in assistance and large administrative savings simply to-make up for -
the lost federal funding. No state should assume it will be able to compensate for the lost -
federal funding through “administrative savings.” if a state’s sole goal is to reduce spending
by cutting assistance, the state will be able to do so under the block grant. However, if the
state wishes to implement a welfare reform agenda that involves getting parents into the
workforce while preserving a ba51c safety net, the fundmg losses in the blll will make it
difficult or 1mp0551ble to do so.’ -

e States should not be forced to lose federal funding in order to get more flexibility.
Congress could readily accommodate flexibility within the entitlement structure in the.areas
where states have shown the greatest interest in developing their own policies.- A flexible
entitlement approach would simultaneously address state flexibility concerns without cutting
off state access to federal funding for their welfare reform efforts. ‘

In the following text, Part | briefly summarizes key TFA and related child care provisions; Part i1
considers how much tlexibility states will have under the block grant; Part III explores the cost of
that flexibility in lost federal funds; and Part IV discusses an alternative approach 1o provide state
* flexibility without losing the resources and safeguards of the current entitlement structure. An
Appendix contains a more detailed summary of the TFA Block Grant provision, including some
features not discussed in the main text. ' '
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I. Key Features of the Temporary Family Assistance Block Grant

Major features of the TFA are:.

1. Funding through a frozen block grant instead of ongoing access to federal matching
funds: The overall amount of the block grant would be set at $15.39 billion, intended to reflect
FY 94 federal spending for AFDC, AFDC Administration, Emergency Assistance, and the JOBS

‘Program. The state’s share would be the higher of federal obligations to the state for FY 94, or
the average of obligations for.FY 92-94, with adjustments as needed to ensure that the total of all
grants equaled $15.39 billion. Beginning in FY 97, the federal government would allocate $100
million each year among states that had experienced population growth. Otherwise, the overall

_ amount, and each state’s share, would be frozen through FY 2000. States would have no duty to

match their block grant funds, and would not be required to mamtam their current, or any, levels

of state spendmg for the affected programs

2. No federal duty to join in addltmnal program costs; a limited set of “rainy day” options:
If costs incfeased, a state would essentially have five options: use money saved from prior years’
block grants in a state “rainy day” fund; borrow a limited amount of money from the federal
government, with aduty to repay it with interest, from a federal rainy day fund, if the state
qualified; use funds from another block grant (if authorized by.that block grant}; use state
dollars; or cut program spending.

3. Prohibition on using federal block grant funds to provide cash aid to certain people: A
‘state could not use federal block grant funds to provxde cash aid to a number of categories of
people (described in the next section). : :

4. Broad state discretion to determine who would receive aid (among those not prohibited
from receiving federal assistance); no individual rights to assistance: -Among those not
barred from receiving federal assistance, the state would have substantial flexibility to determine
whether to provide aid. No individual would be entitled to assistance, i.e., the state would have
no. duty to assist 1nd1v1duals who met program ellglblllty conditions. ' '

5. Reducad Assnstance Until Paternity Establlshed States would be required to reduce
assistance paid to a family by either $50 or 15% of the family’s grant until paternity was
established; the reduced amount would be withheld and remitted to the family once paternity was
c¢stablished if the family was still eligible for aid at that time.

‘6. Minimal Federal Oversight of State Policy or Program Operations: A state would need
to describe its basic approach to spending the block grant funds but the federal government
would be required to approve any state plan not in viclation of the statute, and prohibited from
enforcing any provisions except where expressly provided. State spending would be subject to
audit requirements, and a state’s block grant payment would be reduced to repay funds paid in
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violation of the statute, e.g:, to éxcluded persons. Otherwise, a state would face potential .
penalties for failure to timely submit an annual report with required data; failure to participate in
the Income and Eligibility Verification System (IEVS) designed to reduce fraud; and failure to
meet an applicable work participation rate. In addition, current law penalties for failure to
substantially comply with federal:child support enforcement requirements wauld continue.

7. Elimination of the JOBS Program; work requirements but no additional funding to
satisfy them: The bill would eliminate the JOBS:Program, and substitute three work
requirements (discussed in detall below) No addltlonal TFA fundlng is made avallable to meet.
these requirements. : : -

8. Elimination of the child care guarantee and transitional child care: States would no
longer have a duty to guarantee child care to AFDCrecipients in education, training, or work, .
and the transitional child care program (which provides a year of child care to qualifying
individuals leaving AFDC due to employment) would be eliminated. AFDC Child.Care,
Transitional Child Care, and other child care programs would be consolidated into a single

' dlscretlonary block grant authorized at $2.09 billion through FY 2000.

9. Bonus for reducmg out-of-wedlock births: Begmmng in FY 98 the state would be ellglble
to receive a 5% bonus for lowering its “illegitimacy ratio” by one percentage point and a 10% .
bonus for lowering the ratio by two percentage points. The numerator for the illegitimacy ratio
would be the number of out-of-wedlock births plus any increase in the number of abortions in the
state; the:denominator would be the number. of live births. ‘

IL. Mow Much Flexibility will the TFA Allow?: .

Evaluating state flexibility in the TFA block grant involves asking what states will be prohibited
from doing; what states will be required to do; and what states will be ableto do. Generally, .
there will be some substantial prohibitions on assisting groups of families, and the work -
requirements will force states to choose between spending large sums of unmatched state money
or cutting off assistance to families. Apart from these provisions, states will have considerable
flexibility in deciding how to spend the available funds, but the lack of federal resouices Wlll
greatly limit what states are able to do in welfare reform efforts. . &+ - : S

A, The Prohlbltmns on Assnstance Wlll Become An Increasmgly Senous Problem .
Over Time - ‘ -

The major prohibition under the block grant is a bar from using block grant funds.to provide cash
assistance to-a number of categories of people. States would not be required to pfovide cash
assistance to any individual, but would be prohibited. from using federal funds to provide cash
assistance to persons in the followmg categories: . PR .

Center for Law and Social Policy . ' ~ . 1616 P Swreet; NW,.Suite 150
March 29, 1995 ‘ -4 - Washington, D.C..20036



a child born out of wedlock to an individual under age 18 or to the individual until the
individual turns I8, with exceptions only when a child is born as a result of rape or mcest

a child born to a recipient of cash benefits under the state’s program, or to an individual who
received cash benefits at-any time during the 10 month period ending with the birth of the’
child, with an exception only for children bom as a result of rape or incest;

the family of an individual who, after attaining age 18, has received block grant funds for 60
months (whether or not consecutive) after the effective date of the provision.. States could
permit hardship exemptions from this provision for up to 10% of the number of families to
which the state was providing assistance under the program under the block grant,

a family including an mdmduai who the state child support enforcement agency has
determined is not cooperating in establishing patemity of any child of the individual, or m
establishing, modifying, or enforcing a support order with respect to such a child;

a family including an individual who has not assigned to the state any rights the indir/i-dual
(or other members of the unit applying for or receiving ald) may have to support from any
other person; and.

legal immigrants, except for refugees during their first five years in the country; legal
permanent residents over age 75 who have lived in the United States for at least five years;
legal permanent residents who are unable to comply with naturalization requiremnents
because of a physical or developmental disability or mental impairment (including
Alzheimer’s disease); and veterans on active duty or honorably discharged from the U.S.
Armed Forces (and their spouses or unmarried dependent children).

assistance for a minor child who has been, or is expected by a parent {or other caretaker
relative) of the child to be absent from the home for a period of 45 consecutive days; or at
state option, such period of not less than 30 and not more than 90 consecutive days;

assistance to-an individual who is fleeing to avoid prosecution, or custody or confinement
after conviction, under the laws of the place from which the individual flees, for a crime, or

"an attempt to commit a crime, which is a felony under the laws of that place (or is a high
misdemeancr in New Jersey); or to an individual who is violating a condltlon of probation or
parole imposed under federal or state Jaw.

Where a state is prohibited from using federal funds to provide cash assistance, the state couid
~ opt to provide non-cash assistance, e.g., vouchers.
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State expenditures under the block grant would be audited annually, and a states’s subsequent
grant would be reduced by any amounts spent in violation of the statute, e.g., to a federally
excluded person (provided that any quarterly payment would not be reduced by more than 25%).

These prohibitions should be troubling to states for three reasons. -First, states have not requested
them, and in many instances would not wish to deny aid to the affected categories. Second, any
assistance to members of the excluded groups must be provided with exclusively state funds, and
sufficient state funds may not be available, particularly over time. Third, since any expenditure
of block grant funds for cash assistance to a federally excluded person will have to be repaid,
states will be forced to develop complex admmlstratlve tracking mechamsms that will reduce
potential administrative savings. - -

The exclusion list seeks to compel denial of federal assistance in circumstances where most
states have not asked to do so. Typically, states have not sought to impose statewide lifetime
time limits against entire families; time limit waiver requests generally involve either a limited
part of the state, or requirements to participate in work activities after a time limit, or a time limit
that only affects the parent, or a time limit for a limited period of time. No state has sought
authority to deny aid to legal immigrants.” While some states have requested waiver authority to
impose family caps, there are not yet any evaluation findings, and there is certainly no research
basis for compelling all states to deny aid. Only a small number of states have sought waiver
authority to deny cash aid to the children of teen parents or to impose full- famdy penalties for
failure to cooperate with child support enforcement.’

Moreover, even if a state wishes to impose one or more of the limitations, it may wish to craft the
policy itself and consider appropriate exceptions. For example, the family cap exclusion in the
bill is drafted so broadly that it would apply to an individual who conceived a child before ever
seeking cash assistance, and applied for aid when eight months pregnant. The paternity/child
support cooperation provisions allow for no good cause exceptions. The arbitrary 10% cap on
exceptions fo the lifetime time limits would prevent states from being able to judge when.-
exceptions were appropriate. Further, even if a state wishes to exercise one or.more of these
exclusions now, it is not in the interest of states to be barred from using federal funds to assist
any of these parents and children, with no ability to refashion policy based on experience.

States would not be prohibited from using their state dollars to assist members of the federally
excluded groups. Some people have suggested that as a result, a state wishing to avoid the

- restrictions may face little more than an accounting problem. However, if a state wishes to assist
all or some members of the federally excluded groups, the following issues will anse

' In CLASP’s review of state waiver applications to HHS, we have identified ohe state which is requesting
to deny cash aid to teen parents (beginning in 1999) and one state that has requested authority to impose full- famnly
sanctions for the third failure to comply with child support enforcement requirements.
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Will there be sufficient state funds initially? Whenever the federal response is “use state
funds,” the poorest states will be at a significant disadvantage, because the elimination of state .
match requirements frees up proportionately more state money for richer than for poorer states.
For example, consider two states, one now receiving federal funding at a 50-50 rate, and the
other now reeeiving federal funding at a 75-25 rate. For the wealthier state, the elimination of
match requirements frees up half its current funding; for the poorer state, the elimination of
~match requirement frees up only one-fourth of its funding. Accordingly, if both states want to
assist the federally excluded groups, the poorer state will have a more difficult time doing so.

The ability to assist federally excluded people will aiso turn on state legislative decisions about
how much state funding to apply to cash aid for poor families. Since there will be no duty to
maintain any level of funding, some state legislatures may opt to shift some (or conceivably, all)
current state AFDC spending to some other part of the state budget. The pressure to do so may
increase because of lost federal funds in other areas, e.g., child care, child welfare, food
programs. ' : :

If a state wishes to assist federally excluded persons and maintain its current state spending level, -
it will face another choice: what program services or assistance should be cut to compensate for
the frozen federal funding. Given the federal freeze, savings will have to be generated
somewhere, and (as discussed later) administrative savings will not be enough to compensate for
the lost funding. Accordingly, a state may be able - at least initially - to retain eligibility for
federally excluded persons, but only by making other reductions in basic assistance or eligibility.

Will there be sufficient state funds over time? Even if there is initially sufficient state money
to assist members of the federally excluded groups, the situation may change over time, because
the size of the federally excluded groups will accumulate over time. For example, the
prohibition on paying aid for a child born to an AFDC family will apply for the eighteen years of
childhood; each year; a new cohort of excluded children will be added to the federally ineligible
pool. Initially, no one will be excluded based on having accumulated 60 months of aid, but the
size of that group will:steadily expand over time, and is estimated to eventually reach half or
more of those currently receiving aid. As a result, the state will need to commit more state
dollars to assist federally excluded people over time.

Will assisting federally excluded people resultin administrative complexity? Suppose a
state wishes to assist federally excluded persons with state funds. In some instances, an entire
assistance unit will be federally excluded; in others, only certain members (e.g., children born to
AFDC recipients) will be federally excluded. Thus, a state will need to track cases paid with
federal-only funds, cases paid with part-federal and part-state funds, and cases paid with state-
only funds. The distinctions will be important since there will be a duty to repay any amounts
paid with federal funds to individuals not federally eligible. There appears to be zero tolerance
for any erroneous payments made to federally excluded persons. It is not yet clear whether it
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will be necessary to allocate caseworker time, i.e., in determining eligibility and processing
changes for federally excluded persons residing with federally eligible persons.

In short, it may be true that in some cases, states will be able to “get around” the federal strings if
a state wishes to help federally excluded persons. But it does not follow that the federal strings
are only cosmetic. The process of providing assistance to them is likely to become increasingly
costly, and increasingly complex, over time.

B. The bill's work requirements would ultimately require states to choose between
-making a large increase in unmatched state spending, cutting off assistance to a
large number of people, or accepting federal penalties.

The bl“ ellmmates the JOBS Program, and contains no requirement to provide educatlon
training, or child care assistance to individuals. The bill contains three work requirements. In
effect, states are given the option to meet the work requirements by increasing work participation
or by reducing caseload through any means. Both approaches would pose difficulties, and many
states might be forced to accept the federal penalties as the easiest way to deal with the
requirements. At least initially, some states may be able to circumvent the requirements through
a set of accounting devices. However, over time, the work requirements will be a very serious
“string” to any state not wishing to end assistance to families in need;

The work requirements are detailed and complex. This section will first summarize the
requirements, and then analyze their effect on states.

Summary of the three work requirements

The first work requirement provides that all individuals who have received aid for 24 months
must participate in a work activity as defined by the state, For this requirement, the bill does not
define the allowable activities or the amount of time that an individual must participate in order
to count. Accordingly, a state would be free to set substantial or minimal requirements. It is
unclear whether the bill’s authors intend this provision to be a.stand-alone provision that imposes
requirements above and beyond those set by the separate work activity participation rates.

If this is intended as a separate provision with independent meaning, then the principal problem
it would pose for states would be if participation in the work activity was an eligibility
requirement to qualify for federal cash assistance.? If that were the case, and if -é:i;individual did
not participate as required, then it would seem to follow that the cash payment to the family -
would not be an allowable federal expense. In the annual audit, a state would be liable for any

® The other p0551b1l|ly is that this provision is not a stand-alone requm:ment or an eligibility rEqmremen[
and is simply intended to be read along with the other participation rates. [f that is the case, then it would seem to
have no meaning {other than allowing people to say that the bill requires work afler twenty-four months.).
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funds paid in violation of federal law, so the state-would potentially risk liability for anything

less than 100% compliance. The easiest way to comply with the requirement would be to
terminate all assistance to a family that had received aid for 24 months; any other strategy would
risk loss of federal funds for anything less than 100% monthly compliance.

The second work r_equirement is that a percentage of all families (ranging from 10% in FY 96 to
27% in FY 2000, and reaching 50% in FY 2003) participate in work activities each month. A
state could count individuals toward the work activity requirements in two ways:

® Participation in Work Activities: To count as a participant, the individual would have to
satisfy an hourly threshold (beginning at 20 hours a week through FY 98, eventually
reaching 35 hours in FY 2002). A full schedule is contained in the table below.

. Caseload Reduction: Net reducuons in caseload below the FY 95 baseline would count
toward meeting the participation requirements. The bill’s description of precisely how this
would be calculated does not seem completely clear. The bill provides that the minimum
participation rate for a fiscal year would be reduced by a percentage equal to the percentage.
(if any) by which the number of families receiving assistance during the fiscal year under the
program funded under the block grant was less than the number of families that received
AFDC in FY 95 3 except to the extent that the Secretary of HHS determined that the
reduction in the number of families receiving such assistance was required by federal law.
The exception appears to mean, for example, that a state could not claim credit for caseload
reductions resulting from implementation of féderally-mandated time-limits. It is not clear
how a state would be able to determine the extent to which caseload reductions were the
result of federal mandates.* ‘

A third provision would impose a separately-calculated work requirement on one parent in a two-
parent family. This participation rate would begin at 50% in F'Y 96 and be at 90% in FY 98 and
thereafter.

* The bill language concerning how a credit is provided for caseload reduction reads differently from the
way in which the provision-was described at Ways and Means Committze mark-up. At that time, it was indicated
that the intent was that if, for example, a state's caseload was 100 and then dropped to 90, the state could ¢ount |0
toward its participation rate.

* For example, suppose State A had a caseload of 100 in FY 95. Suppose that over the course of I'Y 98,
25 Tamilies are denied aid due to federal prohibitions, and over the course of the year, the state’s caseload averages
90 families. What share of the caseload reduction is attributable to the federal prohibitions? Also note that in some
cases, it may be difficult to determine whether a denial of aid is the result of federal requirements. For example, if
federal law prohibits assistance beyond 60 months, and the state imposes a 48 month time limit (or a 59 month time
limit), is the caseload reduction attributable to the federal prohibition?
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Here is a summary of participation rates and hours required to count for the overall and two-
‘parent rates:

O\Iaerall and Two-Parent Work Participation Requirements Under the TFA Block Grant: - - |
Fiscal Year | Overall. o Hours Required to Two-Parent Hours Required‘ to
Participation Rate | Count as Participant | Participation | Count as Participant
Toward Overall Rate | rate Toward Two-Parent
: ‘ oo Rate '
1996 0.1 20 . 50% s
1997 15% - 20 50% 35
1998 20% - |20 '_ 90% 35
1999 25% 25 - 90% : 35
2000 27% 30 C | s0% 35
2001 | 29% 30 00% - 35
2002 40% 35 90% 35
2003 and after 50% 35 90% 35

With one exception (treatment of unsubsidized employment), the definitions of countable
activities to count toward the participation rate would be much narrower than current law. For
purposes of the overall rate, at least 20 hours counting toward the rate would need to be from:

unsubsidized employment;

subsidized private sector employment;

subsidized public sector employment or work experience (only if sufficient private
sector employment is not available); '

on-the-job training; or

job search and job readiness assistance, but only for the ﬁrst 4 weeks for which the
recipient is required to participate in work activities.

If the individual parﬁéipated in one of the above activities for at least 20 hours a week, hours in
excess of 20 could be counted for participation n: '

® job search and job readiness assistance after the first 4 weeks in Wthh the recipient is
required to participate; S
. ® education dlrectly related to employment in the case of a rec1plent who has not attained
20 years of age, and has not received a high school dlploma or a certificate of hlgh
~ school. equwalen(:} ;
® job skills training directly related to employment;
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® . at statc-option, satisfactory attendance at secondary school by a child or head of
household under age 20 who has not completed secondary schpol;

Note, however, that hours in excess of 20 would only begin to be countable in FY 99, i.e., when
the standard for counting toward the overall rate became 25 hours per week. At that point, 5
hours would be countable from these second-tier activities. For purposes of calculating .
compliance with the two-parent rate, at least 30 hours a week would have to be in a “core” work
activities, and the second-tier activities would only be countable beyond the 30-hour level.

Issues Presented by the Work Requirements

How would the work participation rates affect states? As a preliminary matter, there is a major
ambiguity about how many families would be affected by the requirements, because it.is not
clear whether the requirements only apply to federally-funded cases. Unless a state eliminates its
entire state share of program funding, only a portion of its cases might be funded with federal
funds; in some states, a very substantial share might be state-funded only. For example, suppose
a state currently has a 50% Medicaid match rate. Under the block grant, if a state maintains its
current state spending level, the state might opt to fund half of its cases with federal funds, and
half with state funds (as opposed to funding them all with half federal, half state funds). Or, a
state might choose to fund cases with federal funds for part of the year, and with state funds after
the federal funds run out. If a state funds some cases with federal dollars, and others with state
dollars, does the participation rate apply to just the cases funded with federal dollars, or does it
also apply to the cases funded solely with state dollars? The bill’s language is not clear, as it
refers to families receiving assistance under the State program funded under the block grant. This
could mean that the participation rate applics to both federally-funded and state-funded cases,
though it would seem difficult for the federal government to impose work requirements on cases
funded solely with state funds and where the state has no federal duity to provide any assistance
to those families, Resolution of this question will be essential to determining the magnitude of
state requirements under the block grant.®

5 Note that gither resolution of this question will present some significant difficulties. If the work
requirements apply only to cases funded with federal dollars, then the ability to ensure a work-focused welfare
system through federal policy would be substantially impaired, since all state-funded cases would be exempt from
federal requirements. Further, such a result would invite states to “game” the system, i.e., by putting employed and
the most employable recipients in federally-funded status in order to meet federal participation rates. In addition, :
any federal participation rates would place a greater burden on the poorest states, since a higher percentage of their
total dollars are likely to be federal, If, on the other hand, work participation rates also extend to state-funded cases,
the effect is to discourage states from having state-funded cases, as there is no duty to have such cases, and their
cost will be significantly increased. Alternatively, the effect might be to encourage states to classify their state-
funded cases as “general assistance” cases rather than “temporary family assistance” cases in order to avoid being
subject to the federal requirements, In either case, the result would be that Federal welfare-work policy would be
impaired by the block grant structure.
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In any case, one way to seek to meet the requirements would be to-simply terminate. assistance
and restrict future eligibility in order to aftain credit for caseload reductions.. However, if the
participation rate requirements only apply to federally-funded cases, it appears possible thata
state would need to make extremely large caseload reductions to be able to take advantage of the
“caseload reduction” option.® For _example, consider a state that currently has a 50% match rate,
and 100 cases. Suppose under the block grant that 50 cases become federal cases, and 50 are
state cases. If there is any caseload reduction, the state will presumably want to reduce state
spending, so there-would still be 50 federal cases, and some lesser number of state cases. - There
would have to be a very large caseload reductlon before the number of federal cases would
decline.’ : - - : :

If, however, a state wanted to comply with the work requirements without cutting off families in
need, the state would eventually face a large cost: In the initial years, the principal difficulty -
would be presented by the two-parent rate. It begins at 50% and rapidly moves to 90% despite ..
evidénce that the great majority of states have apparently been unable to meet a 40% AFDC-UP
participation rate calculated in a more liberal manner.® In'fact, CBQ’s cost estimates for the TFA
assume that no jurisdiction would meet the 90% two-parent participation rate. Note, however,
that if the participation rates only apply to federally- funded cases, a state might seek to av01d the
two-parent rate problem altogether by shifting two- pa:ent cases to being state-funded cases.’

"6 In addition to the difficulties noted earher it is also hard to detérmine how it will be determined whether
there has been a reduction from the FY 95 baseline if the partu::patlon rate only applies to federally funded cases.
In FY 95, a state’s entire caseload would have been federally funded. If, for instance, a state had 100 cases in FY
55, and then has 50 federally-funded and 50 state-funded cases in FY 96, has there been a reduction from the FY 95
baseline? . . . . .

7 A state might, of course, seek to reduce its number of federally—funded- cases by shifting administrative
casts to the block grant and cases into the state program, or by having the block grant bear the full cost of what was
previously the state’s emergency assistance program, etc. The structure would seem to invite maneuvering of this
sor. - o - 2

8 The current rate should be less dlf'ﬁcult to satlsfy because it reqmres 16 h0urs a week of participation (as
opposed to 35) and because more activities are countable toward the rate. HHS has not yet released information on
the number of states failing to meet AFDC-UP participation rates for FY 94, However, in Congressional testimony
- last year, it was noted that only nine states had reported that they expected to meet the AFDC-UP participation rates
for FY 94. See Testimony of Kevin Concannon, on behalf of American Public Welfare Association, before
Subcommittee on Human Resources, House Ways and Means Committee, August 9, 1994, ‘

i This would be a more feasible strategy in states that have smaller numbers of two-parent families -
receiving aid. For the nation in FY 92, a total of 10.6% of AFDC families had both parents present in the home.
However, in sixteen states, less than 5% of families had both parents present, while in four states (West Virginia,
California, Kentucky, and Vermont) mare than 20% of AFDC famiiies had two parents present. :
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The two-parent rules will also pose problems for many states because the rules requires states to
implement a “pay-for-performance” structure for two-parent families, in which the amount of the
assistance payment must be reduced proporticnately to reflect any required hours which were not
worked during the month. States currently have an option to apply “pay-for-performance”
requiremerits for AFDC-UP families, and only a small number of states have elected this
option.'” The bill does provide that no federal official may enforce this requirement against
states; but it is unclear whether this means that states could simply ignore it.

Taken as a whole, the 'éxpcnse of providing assistance and work slots, and the high risk of federal
penalties would likely create a strong incentive for states to deny aid to two-parent families.

As to the overall rate, the cost of compliance might not be felt immediately in some states,
because in the first two years, the rate is 10%, and some states already report that more than 10%
of their cases have earned income."' However, the rate continues to increase each year even
though TFA funding remains frozen. In FY 2000, the participation rate reaches 27%, and only
those participating at a 30 hour level are countable. As the hourly threshold increases, states will
be less able to count those in unsubsidized employment, because there is less likelihood that an
individual employed for 30 hours a week still qualifies for cash assistance. Several factors will
come together to make it most difficult for the poorest states to meet the overall rate.!*

Most JOBS participants under current rules would not count toward meeting the participation
rates. In fact, it appears that in FY 93, less than one-fourth, and péssibly a substantially smaller
number of JOBS participants would have been countable participants at the 20-hour level under
the bill’s standards.” It is striking that in a bill ostensibly emphasizing state discretion, the great

1 According to the 1991 Characteristics of AFDC State Plans {(the most recent edition available), five
states and Guam and opted to exercise the pay-for-performance option. '
""" There are substantial variations between states in the percentages of cases with earnings. Nationwide,
in FY 92, 7.4% of AFDC cases had eamings each month, but seven states had more than 15% of their cases with
earned income, while nine had less than 5% with earned income. The percentage of cases with earned income may
- be partly affected by efforts of a state's JOBS/work Program but will also be affected by factors such as the state’s
basic benefit level, rules for counting earnings, and other caseload characteristics.

.12 One factor is that an individual working 30 hours a week is less likely to qualify for aid in a low-benefit
state. A second factor is that if the rate applies to federally-funded cases, the burden is greatest for the states that
had previously had the highest Medicaid match rates. A third factor is that the relative cost of any new spending is
greatest for the states which previously had the highest Medicaid match rates,

' According to FY 93 data, 4.8% of JOBS participants were engaged in on-the-job training, work
supplementation, or community work experience; an additional 1.7% were participating in activities categorized as
“other”, which sometimes included individuals in alternative work experience programs. An additional 12 5% were
engaged in job search or job readiness activities. Sgg JOBS-ACF-IM-94-8 (September 29, 1994), Table 1. These

' : (continued...}
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majority of current state JOBS Program efforts - including high school completion, basic
~.education, skills training programs, and most of currentjob séarch reqmrements would not be
considered countable activities toward the 20-hour-level participation rate..

As a state sought to increase the numbers of persons counting toward the participation rates, the
state would incur additional costs. This is because imposing work requirements necessitates .
additional spending, for the costs of-administration, supervision, and child care.- For example:

® The original version of the Personal Responsibility Act (introduced in January) included a
work mandate of 35 hours a week.for 17% of the caseload in FY 2000. The bill would have
added $9.9 billion in additional federal JOBS/work funding over five years, along w1th
continued state access to matching funds for chlld care costs.

e The work, training, and child ca.re-portions of the Clin,ton Adm,inistration’s Work and
Responsibility Act, including a work mandate for a portion of the caseload at the two-year
point, had five-year costs estimated at $8 to $9 billion." In costing out the-Administration's
proposal, CBO estimated that in 1999, the average combined federal .and state cost of a
JOBS training slot for a year would be $3000; the average annual cost for each child needmg
child care was expected to average $3710:

e HR 3500 the- Repubhcan welfare bill preceding the Personal Responsxblhty Act,used a
phase-in schedule for JOBS/work requirements in which participation escalated i in the sixth
'year; in preliminary CBO estimates, the combined- federal costs for-work, training and child
care were $5.4 billion for the first five years, and $7.3 billion in Year Six alone. -

If work and training requirements were recognized to cost additional billions last Sfeé\f -.and in
fact, as recently as a few months ago - how is it possible for the bill to impose these additional

13(...continued)
figures would sum to 19.5%. However, this would substantially overstate the numbers of countable participants.
Persons in job search/job readiness would only be countable toward the 20-hour-level in their first four weeks in the
program, and it appears (Table 15) that two-thirds of job search participants, and almost three fourths of job
readiness participants had been in the program for over two months and therefore would | not be countable in fact,
~less than one-tenth of job search/Job readiness participants were in their first month of program participation.
Further, for all of the components, individuals would only be.countable when partic:lpat]ng at least 20 hours a week.
From published data, it is impossible'to ¢alculate the numbers participating at the 20- hour-levei but about one-thlrd
of those in the countable work activities participated below the 16-hour-a-week level. Table 14,

Apart from those in work-related components, an additiona! 7.7% of JOBS participants are coded as “job
entries.” They would be countable under the participation rates (when working 20 or more hours a week}, but if
counted here, it would be ngcessary to not also count them in the aggregale figure ofemployed AFDC re::tplents

* The CBO analysis estimated budget authonty of 39.2 bllllon for the JOBS WORK and Chl!d Care
components of the bill, and estimated five- -year outlays of $8 billion.
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requirements without any additional TFA funding and with a freeze through F'Y 2000 on federal
child care spending? 1t is difficult to avoid the conclusion that the bill envisions that states will
cut off assistance to large numbers of families or simply accept the federal penalties - without .
increased federal funding, no other strategy to meet steadt]y escaiatmg work requ1rements
appears affordable.

The bill’s flat child care funding would make it even more difficult to meet escalating
participation rates. Under current law, states have open-ended access to federal funding (at their
Medicaid match rates) for additional child care costs as states expand program participation. The
federal government bears half or more of the cost. The PRA would eliminate access to open-
ended funding, and freeze the overall level of federal child care funding through FY 2000 at
$2.09 billion. Flat fundmg 18 partrcularly difficult to understand in the context of child care.
because: :
» - if state welfare reform efforts are successﬁJI more families will be entering employment,

and child care costs would be expected to increase; and ' .

» evenif a state envisions little or no increase in cash assistance benefit levels, a state

' would not likely envision that child care prowder payment rates would or should be

| .frozen for the next five years 3 ' '

Some states may envision reduced costs since the bill does not require states to provide child care
asswtance for persons in work activities. However, many states are likely to be hesitant to
requrre 20 or more hours a week of program participation by parents of young children without
making some effort to ensure that children are not being left unattended or in unsafe settings.
Before enactment of the Family Support Act, states generally did not provide the extent of child
_ care assistance now being made available. However, before enactment of the Family Support
Act, parents with children under 6 were exémpt from program requirements; and programs did
not typically mandate 20 or more hours a week of program participation.  Reporting from FY 93
indicates (as one would anticipate) that the likelihood of receiving child care assistance increases:
when children are younger, that average payments per child increase when children are younger,
and that average payments increas¢ when the parent’s weekly scheduled hours are greater.'”

Looking at the bill’s work requirements altogether leads one to conclude that states should find _' '
them very disturbing; they impose requirements without providing corresponding resources; they
- woulg fail to recognize most of what is in current state JOBS programs as countable activities;
they would invite an array of accounting ‘maneuvers by states seeking to meet the rates without
new spending; and they would lay the groundwork for future crises when substantlal numbers of
states were unable to meet the rates. :

1 See Tltle [V-A Child Care Information Memorandum CC-ACF-IM-94-2 (December 2.1994), p.3;
Tabtes 20 22 ¢ AR
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Flexnblllty to Implement Reforms Limited by Lack of Federal Match
Apart from its, proh1b1t1ons and work requ1rements the blll would seem 1o allow states much
flexibility in establishing program rules. However, the flexibility is less than meets the eye. A
state could be free to rewrite rules, but the lack of federal matching funds may make it difficult or -
impossible to actually implement a humber of the most important policy options.

For example, some of the most common waiver requests in recent years. have involved proposals
to liberalize AFDC earnings rules, raise program asset limits, or eliminate restrictions on
assistance to two-parent families. States'wishing to change these rules through the waiver
process have faced the restriction of federal cost-neutrality requirements: A number of welfare
reform bills in 1994 would have given states options to make these changes. Technically, a state
would be free to enact any of these changes under the block grant.'® The problem, however, is
that each of them costs money. Since the federal contribution.would be fixed, any additional

~ costs would have to be borne by the state alone. - :

For example, suppose a particular policy option is estimated to cost $1 million., If the state has a -
50% match rate under current law, the effective cost to the state is SSOO,'Q(}Qg.because.the federal
government pays the other half. However, under the block grant, the cost of the option becomes -
$1 million in state funds. In effect, losing a 50% match doubles the cost-of any new policy
option,- The problem is more severe for poorer states. Consider a state which currently has a
75% federal- match. Under current law, the state can implement a $1 million option for $250,000
in state funds. Under the block grant, the cost of the optlon is quadrupled, because it must all be
borne with state funds. . : :

Further, as discussed above, a state would be technically free to adopt broad participation
requirements in work or training programs, but this freedom would be of little-consequence
-without money.. Under current law, states are already free to require up to 80% of AFDC adults:
(and more with federal waivers) to participate in work and training programs. The constraint
preventing broader participation has not been federal rules; it has been lack of money. That
constraint will be made more serious by the bill's freeze on TFA spending and cap. on federal
“ch1ld care fundlng : :

In effect, then, the block grant would allow broad discretion, in policy options, but would greatly
raise the cost of implementing any option that.necessitated new spending. For the richest states,
it would.double the cost of any option involving new spending; for poorer states, it could -
quadruple or quintuple the costs. *As-a result, it seems clear that the block grant _wbuld allow .

'® The bill appears to prohibit states from lmplementmg one change sought by some states improved
treatment of childssupport. Under current law, AFDC families generally only receive the: t'rst $50 of child support
. paid on their behalf. Under the bill, states would be prohibited from disregarding any amount of child support
distributed to the family whcn determmmg the family’'s income for purposes of eligibility for ass1stance

) Center for Law and Social Policy ’ T T 1616 PrStreet, NW, Suite 150
March 29, 1995 =16 - Washington, D.C. 20036


http:riche.st

flexibility in implementing options that had no cost or involved cutting spending, but it would
make it significantly more difficult to.implement many of the program changes that states have
considered most essential to welfare reform.

TIL. The Cost of the New Flexibility: Loss of Billions of Federal Funds -
- and Loss of the Federal Responsibility to Share in Program Costs

The apparent premise of the TFA freeze in federal funding is that with increased state control and
flexibility, it will be possible to reform state cash assistance programs while significantly ‘
reducing costs. In evaluating this premise, states should keep in-mind:

®  Since federal spending is frozen, the federal savings are assured. In contrast, states will have
to generate substantial savings just to make up for the lost federal funds.

® The magnitude of the federal reductions is so large that a state cannot reasonably antieipate
" even recouping the federal reductions through “administrative savings".

® The costs of welfare do not just depend on welfare pol_iey. A number of factors outside the
welfare system and largely beyond the control of state government - inflation, population
. growth, demographle changes, economic changes can all be anticipated to affeet the cost
and need for assistance.

® Many of the changes recognized as most essential to welfare reform are likely to-add to
program costs, at least.in the short run, The freeze in funding will make it difficult or
impossible to implement such changes. -

Taken together, these factors lead to the conclusion that the TFA-approach will seriously impair
welfare reform efforts for any state that wishes to do more than cut off assistance to poor
families. D :

Federal savings are assured; states must generate significant savings just te adjust for lost
federal funds. Under the bill, federal savings are assured since the bill freezes federal spending,
and federal costs would otherwise be i increasing under current law.

For example, Congressional Budget Office estimates indicate that under current law, projected -
‘federal outlays for family support payments would rise from $16.099 billion in FY 96 to $18.042
billion in FY 2000." However, the bill would freeze TFA spending at $15.39 billion in FY 96,

7 The CBO estimates of current law spending are premised on assuming that the JOBS cap would have
dropped from $1.3 billion in FY 95 to $1 billion in FY 96 and theteafter. When the Family Support Act was
enacted in 1988, the legisiation prowded for JOBS spending to gradually increase to $1.3 billion in FY 95, and then

(continued...)
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and $15.49 billion (allowing for the bopulation adjustor) in subsequent years. Therefore, the -
overall effect would be that states would need to-generate $.8 billion in savings the first year; and
about $2.6 billion in savings in FY 2000 simply to make up for the lost federal funding,

From the CBO-estimates, it appears that the five year loss to states would be about $8 billion in
AFDC/JOBS/Emergency Assistance funding.'®. Administration projections estimate even larger
losses to states. The Administration estimates the five-year loss to states at $11.8 billion."

“Accordingly, in this approach, the first dollar-of savings will-not go to benefit the state, because
states will need to generate initial savings just to make up. for the lost federal funding:

Federal reductions are larger than any likely administrative savings: A -number of state
officials are hopeful that in a block grant approach, they will be able to generate administrative
savings through simplification and freedom from federal requirements. However, one needs to
keep in mind the amount of current administrative costs in relation to the reduced federal
funding. For example, in FY 93, state administrative costs for AFDC were 32.8 billion. A 25%
reduction in administrative costs would translate to $.7 billion. However, the reduction in federal
funding for the first year of the block grant is projected at $.8 billion. Accordingly, even' -
extremely large administrative savings would not compensate for the lost federal funding. By
FY-2000, the cost of the federal freeze is $2.6 billion; states would need to. ehmlnate almost all
admlnlstratlve costs to- compensate for the funding loss. - e e T

Are very large administrativ'e savings reasonable to project?..Clearly,. states envision some level
of reduced administrative costs through freedom from.federal regulatlons This may or. may not
occur, but there are several cautionary notes to keep in mind:. ‘ : -

L SOme state welfare reform initiatives may reflect important policy goals, but are not likely -
to result in reduced administrative costs. For example, moving to a social contract system
with expanded participation requirements adds to system complexity. Expanded school -

"(...continued) : : e
to drop to §1 billion in subsequent years. This was generally viewed as a provision wh;ch would ensure that
Congress would review the program and make decisions about subsequent spending by FY 95. However, since
.- Congress has not yet done so, the cap will automatically drop to $1 billion next year ahsent Congressional action.

3 "cBO also estimates a five-year increase of $500 million in Food Stamp spendlng to reﬂect the
reductions in famnly mcome under the TFA. However, food stamp reductions contained in another title of the bill.
are estimated to resu]t in a :$23 4 billion reduction in federal food stamp spending over ﬁve years accordmg to
calculations by the Center on Budget and Policy Priorities. - P

" The Admmlstratlon s estimates differ from CBO’s estimates because ofdifferent estlmates of projected
caseload growth. ‘ ‘
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. attendance and immunization requirements likely add to administrative costs. Tracking
months of dssistance for time [imits will add to administrative costs.

¢ Basic system improvements are also likely to add to administrative costs. For example, any
effort to lower caseworkers’ caseloads, or to improve supervision or training will add to
administrative costs. Further, a common theme in many discussions of welfare reform is the
belief that welfare workers have focused their attention solely on payment accuracy rather
than attending to issues of family functioning and parental labor market participation. If the
- goal is to move toward a more individualized, service-and-expectation focused approach, the
effect may bgmcreaseg administrative costs. :

® Administrative costs have been fairly flat in recent years, despite caseload growth. In recent
years, many states have been restricted by staffing freezes that have prevented them from
increasing caseworkers in response to increased caseload. At least partly as a result, AFDC
monthly average administrative cost per case in FY 93 was $47.17, an amount below 1988
levels, and only slightly above the $45.05 cost per case in FY 84,

® Some states already have quite low administrative costs relative to other states. There is a
substantial range in reported state costs, Sixteen states already have administrative costs that
© are at Jeast 20% below the national average. Those states with:lower administrative costs
may have attained them through greater efficiencies, or by having higher caseloads per
worker, or by paying their workers less, or through other means. In any case, a state that
already has significantly lower administrative costs needs to consider how much lower they
‘can reasonably get..... ... ... - -

BT e P,

" @ Finally, it is important to appreciate that many federal rules are in place because they seek to
minimize the risk of overpayments, and assure recovery of overpayments whenever possible.
These rules may be frustrating to both states and clients, and a state may wish to simplify
them. However, in some cases, the likely effect of such administrative simplification will be
increased benefit costs. For example, reducing change reporting requirements is likely to
have that effect. It may be a desirable approach, but may not save overall costs.

In addition, several features of the TFA may have the effect of adding to state administrative
costs. In particular, the distinction between federally eligible and federally ineligible cases could
result in substantial administrative complexity. As noted above, the state will be liable for
‘paying back any amounts paid to a federally ineligible case. Accordingly, at initial application,
the state will need to determine whether all members of a case are federally eligible. If any are
federally ineligible, the state will need to determine whether they are state-¢ligible, If a case
contains both federally eligible and federally excluded persons, the state will need to track them
separately. over time. It is not clear whether federal administrative dollars can be expended to
determine the state eligibility or administer state benefits for federally excluded persons.
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The bill’s data reporting requirements would also likely add to administrative complexity for
states, because they would require collécting and reporting information about cases that may not
be regularly collected now.?
In short, it is at best unclear whether freedom from existing federal requirements would result in
administrative savings, when compared- with the new requirements that would be imposed and
other changes that would occur as part of welfare reform. There is certainly no reason to believe
that a state could painlessly recoup the federal dollars lost in the freeze through “administrative
savings.”

Inflation, population growth, demographic changes, and economic changes may all lead to
increased costs: However successful a state’s welfare reform initiative, a set of factors outside:
the welfare system which are likely to have the effect of i mcreasmg costs over a five year period.
Those factors include:

e Inflation: If all else remains constant, costs will increase due to inflation.?! Might the state
want to adjust grant levels at any time to reflect inflation? Might the state want to raise the
salaries of ‘agency workers at any point between now-and FY 20007

® Population Growth: If the same percentage of the state’s population receives aid, the effect
of population growth would be to lead to increased costs. The bill provj
il be distributed among those states that have experienced population growth.
This represents 4 gdjustment for population growth over a five year period. To keep the
amount in perspeetivé, one should consider that California's AFDC benefit costs increased
by $500 million from 1989 to 1990, and an additional $500 million the next year.*
Moreover, states have had and will continue to have varying rates of population growth ~-

b The data reporting requirements are described in the Appendix.

2 The Congressional Budget Office projects an annual inflation rate of 3.4% for Calendar Years 1996
through 2000. The Economic and Budget Qutlook: Fiscal Years 1996-2000 (Congressional Budget Office,
January 1995), p.21.

22 Apart from being small, there are other dil{ﬁculties'with the population adjustor. The bill indicates that
a state’s proportion would he the amouint bearing the same ratio to $100 miflion as the increase in state population
bears to the total increase in population for, all-states which have had a population increase. This would seem to
mean that the amount would be distributed to states based on population increases without regard to differences
between states in benefit levels, eligibility rules, poverty levels, or any other factor. Moreover, a state’s share would
turn partly on whether it had population growth, and partly on the extent of other states’ population _g;rbwt'h._ Ifa
state’s population grew two years in a row, but other states had greater population growth, the state’s share of the
$100 million would fall, even though population was continuing to increase.
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any state that is projected to have more rapid population growth is inherently disadvantaged
by a frozen funding structure.”

® Demographic Changes: In 1993, the Congressional Budget Office concluded that the major
factor-affecting the rise in AFDC caseload in recent years had been the effect of
demographic shifts to increased numbers of single-parent families. Accordingly, CBO
projected that there would be continued caseload growth, though at a slower pace, after the
recession had ended due to these demographic shifts.* )

A factor that' could dwarf all others is the impact of a recession. Consider the experience of
recent years.. In the seven years from 1982 to 1989, the nation’s AFDC caseload increased by
200,000 families. Then, in 1990 alone, the caseload jumped by 200,000 more families. In the
following two years, 800,000 additional families began receiving aid.?

There may or may not be a recession of comparable effect in the next five years, but it is surely
foreseeable that there will be an economic downturn at some point in the future, and that an
approach that freezes federal funding does not adequately address it. The bill essentially offers
three alternatives for addressing sudden increases in need, but each is inadequate:

First, the bill would permit states to save a part of their block grant ina “rainy day” fund for
future needs. However, since the block grant is set below current spending needs, a state cannot
readily put a portion of its funding into reserve without denying aid to families currently in need.

2 From 1980 to 1990, the riation's population grew by 9.8%. However, twelve states had population
growth of at least 15% (Nevada, 50.1%,; Alaska, 36.9%; Arizona, 34.8%; California, 25.7%; Florida, 32.7%; New
Hampshire, 20.5%,; Texas, 19.4%; Georgia, 18.6%; Utah, 17 9%; Washington, 17.8%; New Mexjca, 16.3%;
Virginia, [5.7%). From 1990 to 2000, the nation's population has been projected to grow byut cight states i y
are projected to have growth of less than 5%, while growth of 15% or more is projected for sixteen states. Between
1995 and 2000, all but three states (Massachusetts, Rhode Island, Connecticut) and the District of Columbia are F'-&l"ﬂf
projected to have some population growth. See U.S. Department of Commerce Statistical Abstract of the Unlted
States, 1994, at xii, 28, 33. ' :

2 CBO Staff Memorandum, Forecasting AFDC Caseloads, with an EmphaSis on Economic Factors
{Congressional Budget Office, July 1993)..

. * CBO attributes much of the caseload growth during the recession to demographic shifis, and the
increased numbers of single parent households. However, it is notable that the recession also resulted in dramatic
increases in Food Stamp and free School Lunch participation; both of those programs serve a much broader low-
income population. In the Food Stamp Program, in 1983, there were 21.6 million participants. From 1984
through 1989, participation was either flat or declining, reaching 18.8 million in 198%. Then, in 1990,
participation jumped 1.2 miltion, and an additional 5.4 million in the next two years. Similarly, consider
participation in the free meal portion of the school lunch program. In 1983, participation was at 10.3 million.
Through 1990, participation was declining or flat. Participation then increased by .4 million in 1990, .8 million -
in 1991, and .7 million in 1992.
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Moreover, few legislatures will have any interest in spending additional state dollars in order to
put federal dollars in a reserve account for the future.

Second, the bill authorizes staies to bofrow a limited amount of money from a $1 billion federal

“rainy day™ fund, with a duty to repay with interest within three years. The funds would only -
become available if a “trigger” were reached. To reach the trigger, a state would have to have
6.5% unemployment and exceed the level of one of the last two years by at least 10%. The
problem presented by this approach is that: '

® There could be many circumstances in which need increased but which fell short of the
. trigger. For example, consider a state that now has unemployment of 5%. If unemployment
increased by 1%, i.e., a 20% increase in the number of unemployed - the trigger would not
be reached. If unemployment increased steadily but slowly, the state could reach a very high
level of unemployment without the trigger ever being reached.
!
® The funds would only be loaned, with a duty to repay within three years. A state in
recession has no ready way to know how long the recession will last or. whether the state will
have the capacity to repay within three years. Furthermore, legislatures will surely - and
‘correctly - perceive a large difference between federal participation in program costs and a
federal offer to provide a loan to be repaid with interest. -

. The amount in the rainy day fund would not have been adequate to address the increased
costs of the early 1990s. In 1990 alone, AFDC benefit costs increased by $1.3 billion.
Costs in 1993 were $5 billion more than costs.in 1989. A loan fund of $1 billion would
‘address only a fraction of the need if there were a comparable surge in program costs.

The third option under the bill would be to move funds from another block grant into the TFA
block grant. Other titles.of the bill would authorize such transfers: i.e., up to 20% of the funds in
the Child Care and Development Block Grant, the Family Nutrition Block Grant Program, or. the
School-Based Nutrition Block Grant; and beginning in FY 98, up to 30% of the funds in the |
child protection block grant could be transferred. However, each of these other block grants are
projected to involve reductions from current-law spending projections, and none of them are
likely to have extra money to spare. Moreover, they involve assistance to the same or related
populations, and when need increases in one area, it may simultaneously be increasing in others.

In short, if and when need increased, a state would be left vulnerable to respond with virtually no
federal assistance. Moreover, the lack of federal match would make it much more expensive for’

a state to respond by itself. For a state that currently has a 50% match rate, the costof ‘
responding to increased need without federal match would be twice as high as under current law.
For a state that currently has a 75% match rate, the cost-of responding to increased need would be
four times as high. Appendix B to this text calculates the additional cost to each state of 100 new -
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cases under the block grant; the precise amount depends on the state’s: beneﬁt level and current
match rate, but the cost at least doubles for every state. :

Would the staté's reform initiative generate savings? What about the impact of welfare
reform itself? Until recently, the litmus test of welfare reform was not reducing spending; it was
success in ensuring that parents who could-enter the workforce would do so. Indeed, when the .
Americarn Public Welfare Association presented its proposal for reform in 1994, APWA officials
estimated that it would result in approximately $13 to $15 billion in additional federal costs over
five years, because it sought to revamp the system to be organlzed around getting more parents
into the workforce. L : . -

Infact, many of the most requested changes sought by states in their welfare reform waiver .
packages increase rather than reduce program costs. For example, some of the most common
state waiver requests involve liberalizing program earnings rules, expanding asset limits,
expanding aid to two-parent families, and expanding requirements for participation in work and
training programs. All of these initiatives increase costs, at least in the short-run and possibly in
the long ruré Indeed, one reason why states have found the waiver process frustrating has been
federal cost-neutrallty requnrements : '

- In each of these areas, One can of’fer a‘hypothesis that there will be initial costs, but long-run
savings. For example, one might contend that with improved earnings rules, more people will go
to work, or that with improved asset rules, families will be able to save and be better able to

leave AFDC without returning. While there may (or may not} be 1ong-run savings, CBO projects
costs for each of them. For example, last year, 30 states expressed interest in experimenting with
more gen‘erous policies through the waiver process. At that point, CBO projected that: -

e - Ifhalf of the states. adOpted more generous earnings rules, federal spendmg would increase
by $0.6 billion over four years;. - :

® Raising the general asset limit would increase federal outlays by $0.4 billion over four years;

®  [f states with 60% of the AFDC-UP caseload removed the 100-hour rule, and states with a
quarter of the caseload removed work history requirements for AFDC-UP cases, federal
spending would increase by $0.6 billion over four years.

The area where reforms would have the largest fiscal impact would concern work requirements.
In costing out the Clinton Administration’s Work and Responsibility Act, the Congressional

.
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Budget Office estimated that the annual cost of participation in a work slot would add in excess
of $6000 to a case in combined work and child care costs.*

More generally, it would seem difficult for a state to expand - or even hold constant - the size of
its JOBS Program in light of the block grant changes. The JOBS Program has been limited in
size because it has been limited in resources - under current law, each month, about 13% of
AFDC adults participate in JOBS, and about 3-4% of AFDC families receive AFDC child care
assistance. States have been limited in their ability to expand JOBS because of program costs,
particularly child care costs for parents of younger children. However, under the TFA, the
reduction in federal funding for FY 96 alone - $800 million - roughly equals the amount of
current federal spending on JOBS. Given this initial reduction and the subsequent freeze, it is
very difficult to see how a state could substantially expand or even maintain its current program.
The problem would be compounded by the block granting and capping of child care funding
available to the state.

Clearly, some states envision that it will be possible to expand spending in some areas with costs
offset by savings resulting from the imposition of time imits. - The problem here is that no state
has experience from which to estimate the likely effect of time limits. Wisconsin received
federal waiver authority to test time limits in two small counties, but the initiative just began in
January 1995. Florida also has waiver approval to test an aid cut-off in two counties, but 1n the .
Florida experiment, the state has a duty to provide a subsidized job to those who reach the time
limit, have complied with program requirements, and are unable to find work.

Even if a state is interested in testing the impact of time limits, the state should keep in mind that
before attempting the effort, it is impossible to be certain how frequently the state will want to
grant exemptions or extensions, or in how many instances the state will face higher non-cash
costs, e.g., foster care, homelessness, for families reaching the time limit. Accordingly, it would
not be prudent for a state to count on time-limit savings as the basis for concluding that welfare
reform will necessarily resuit in savings.

In suminary, if a state's vision of welfare reform involves anything more than eliminating
assistance to needy families, the TFA would make it significantly more difficult to accomplish
that vision.

An Alternative: the Flexible Entitlement

The TF A offers one-way flexibility - flexibility to cut spending and deny aséistance, but not to
implement the changes that many states have recognized as essential to welfare reform. The

|

% cBO StaffMerﬁorandum, The Administration's Welfare Reform Proposals: A Preliminary Cost
Estimate (Congressional Budget Office, December 1994),
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question, theri, becomes how to provide for state flexibility that could allow states to implement
the changes that can make welfare a system that is truly focused on getting parents to enter and
succeed in the workforce. :

The alternative to the constraints of the block grant is to move toward a flexible entitlement
system: a structure in which states are given broad flexibility to write their own state plan, but in
which the principle of ent:tlement is left in place and the federal government has a continuing
duty to share in state costs.

This approach would systematically identify - and eliminate - every state plan provision in the
AFDC title of the Social Security Act which needlessly impairs state flexibility without
advancing any important nationat policy, For example, it is possible to identify the areas where
states have most frequently sought waivers, and turn those provisions into state options. States
could be free to define and set policies relating to income, assets, participation requirements, and
virtually all administrative requirements, e.g., budgeting, reporting, verification, etc. States
would elect their choices in their state plans. At that point, the state would have a duty to follow
its state plan, and the federal government would have a duty to match state expenditures.

At the same time, it should be possible to eliminate many of the existing restrictions governing
the use of JOBS funding. In the context of JOBS, there is a broad federal goal - increasing
workforce participation by AFDC families - and a great deal of uncertainty about the best way to
spend the money to attain that goal. So long as the broad federal goal is being addressed, the
federal role Ishould concentrate more heavily on data collection, evaluation, and technical
assistance rather than detailed reguiation of program operation.

* The strength of the flexible entitlement approach is that it would allow flexibility in the areas
most important to states, but would assure the federal government's responsibility to join in the
costs of program expenses. It would mean that if a state wanted to impose a broad participation
mandate on some or all families receiving assistance, the federal government would have a duty
to share in the cost of implementing services and requirements. If a state wanted to establish
work programs for families receiving aid, the federal government would have a duty to share in
the increased costs. At the same time, if there were a sudden and unanticipated increase in the
number of families needing assistance, due to economic fluctuations or demographic or
population changes, the federal government would still have a duty to pay half or more of the
costs for responding to the increased need.

This approach offers a major advantage to states: a federal responsibility to share in half or more
of the costs of state efforts. In contrast with the block grant, it would allow states the flexibility:
to implement changes which may have short-run costs and long-run benefits, and would allow
states the flexibility to make new investrents with assurance of a continued federal role.

Conclusion
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In the long run, the TFA is a bad deal for states, because it ends the federal government's
responsibility to share in the.cost of paying for. welfare reform. 1fCongress is truly: commltted to
state flexibility - as opposed to just cutting federal spending ~ then Congress should be
responsive to developing a structure which both allows states to design reform alternatives and
maintains.a.federal role in joining in the cost of implementing reform. The price of state
flexibility should not be the loss.of $8.to.§12 billion over five years, and the loss of the federal
government's duty to respond to increased needs. -

1
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Appendix A -
A Summary of Key Provisions of the Temporary Assistance Block Grant
I. Funding

A. State Share: Each state would receive a share of $15.39 billion, an amount intended to
refiect federal spending on AFDC, AFDC Administration, JOBS, and Emergency -
Assistance in FY 94. Each state’s share would be based on the amount of federal
obligations to the state for these purposes in the state for the higher of either FY 94 or the
FY 92-94 average; however, state shares would be adjusted to ensure that the total
amount equaled $15.39 billion. The amount would be frozen from FY 96 through FY
2000. Beginning in FY 97, an additional $100 million would be distributed each year
among those states that had experienced population growth.

B. No State Maintenance of Effort: States would not be required to match their block grant
funding, or maintain any leve! of state spending for the program. '

C. Transfer of Funds To Another Block Grant: Up to 30% of the funds paid to the state
for the block grant could be transferred to the state programs under four other block
grants (if passed by Congress): the child protection block grant; the social services block
grant, i.e., Title XX; a food and nutrition block grant; and the child care and development
block grant.

D. Federal Rainy Day Fund: The federal government would operate a Federal Rainy Day
Fund of $1 billion. A state could borrow from the fund if a state’s total unemployment
rate for a given three month period exceeded 6.5% and was at least 110% of the same
measure in either of the previous two years. The state could borrow up to the lesser of
half its annual share, or $100 million. Amounts borrowed would need to be repaid within
three years, with interest. : '

E. Out-of-Wedlock Reduction Bonus: Beginning in FY 98, a state’s grant would be
increased by 5% if the state’s “illegitimacy ratio” was at least one percentage point lower -
than in FY 95, and by 10% if the ratio was at least two percentage points lower. The
numerator for the “illegitimacy ratio” would be the number of out-of-wedlock births and
the increase (if any) in the number of abortions above the number in the prior year; the

denominator would be the total number of births in the applicable year.
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. Permissible and Prohibited Expenditures

A. Allowable Expenditures: Except where prohibited', the state could use block grant funds
in any manner reasonably calculated to accomplish its purposes. The purpose is
described as to increase state flexibility in operating a program designed to: |

I

3.

provzde assistance to needy families so that the children in such famlhes may be cared
for in their homes or 1n the homes of relatives;

end the dependency of needy parents on government benefits by promoting work and
marriage; and

discourage out-of-wedlock births.

B. Prohibition on Medical Services: A state would be prohibited from using any part of its
federal TFA block grant funds to provide medical services.

C. Restrictions on payments: Assistance could only be provided to families with minor
~children. If block grant funds were paid to a person receiving old age assistance, SSI, or -
foster care cash payments, the state would be required to treat the benefits under the other
program as income for block grant purposes. The state could not disregard child support
~ passed through to the family in determining family income for purposes of eligibility.

D. Excluded Persons: The bill would prohibit use of federal block grants to provide:

1.

cash benefits to a child born out of wedlock to an individual under age 18 or to the
individual unti] the individual turns 18, with an exception when a child is born as a
result of rape or incest;

cash benefits to a child born to a recipient of cash benefits under the. state’s progfam,
or to an individual who received cash benefits at any time during the 10 month period
ending with the birth of the child, w1th an exception for children born as a result of -
rape or incest;

cash benefits to the family of an individual who, after.attaining age 18, has received
block grant funds for 60 months (whether or not consecutive) after the effective date
of the provision. States could permit hardship exemptions from this provision for up
to 10% of the number of families to which the state was providing assistance under
the program under the block grant;

assistance to a family including an individual who the state child support enforcement
agency has determined is not cooperating in establishing paternity of any child of the
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individual, or in estabhshmg, modifying, or enforcing a support order with respect to
such a child;

S. assistance to a family including an individual who has not assigned to the State any
rights the individual may have to support from any other person;

6. assistance to legal immigrants, except for refugees during their first five years in the
country; legal permanent residents over age 75 who have lived in the United States
for at least five years; legal permanent residents who are unable to comply with
naturalization requirements because of a physical or developmental disability or
mental impairment (including Alzheimer’s disease); and veterans on active duty or
honorably discharged from the U.S. Armed Forces (and their spouses or unmarried_
dependent children);

7. assistance for a minor child who has been, or is expected by a parent (or other
caretaker relative) of the child to be absent from the home for a period of 45
consecutive days; or at state option, such period of not less than 30 and not more than
90 consecutive days;

8. assistance to an individual who is fleeing to avoid prosecution, or custody or
confinement after conviction, under the laws of the place from which the individual
flees, for a crime, or an attempt to commit a crime, which is a felony under the laws
of that place (or is a high misdemeanor in New Jersey). or to an individual who is.
violating a condition of probation or parole imposed under.federal or state law.

A prohibition on providing “cash benefits” would not prevent the state from providing
assistance in the form of vouchers. The bill makes this explicit as to families denied
additional cash aid due to family cap/child exclusion rules, and as:to those denied aid
based on the prohibition relating to children born out-of-wedlock to parents under 18; it
seems implicit as to any other prohibitions on cash assistance. It is possible (though it is
not clear) that where the bill makes a prohibition on “assistance”, the intent is to impose a
broader prohibition than the one on “cash benefits.” :

The state would be free to expend state funds on assistance to persons in the restricted
categories or for any other purposes determined by the state.

" E. Paternity Penalty: If a child’s paternity had not been established, the state would be
required to impose a financial penalty equal to $50 or 15% of the amount of assistance
_that would otherwise be provided to the family; exceptions would apply for rape or
incest. The penalty amount would be withheld and remitted to the family if the family
was eligible for aid when paternity was established.
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F. Penalty for Multiple Benefit Receipt: Anindividual found to have fraudulently
misrepresented residence in order to simultaneously obtain benefits or assistance from
two or more states for block grant assistance, food stamps, Medicaid, or SST would be
ineligible for federal block grant assistance for 10 years, | :

- I, Federal Oversight/State Plans: Generally, federal oversight would be minimal.

A. Certifications; A state would be required to submit a state plan éertifying:.

1.

2.

that the state will operate a child support enforcement program; .

that the state will operate a child protection program, including a foster care and an
adoption assistance program. : :

B. Qutline: The state plan must also outline how the state intends to:

1.

conduct a program designed to provide cash benefits to families with needy children
and provide parents in these families with-work experience, assistance in finding:
employment, and other work preparation activitics and support services the State
considers appropriate 1o enable such families to leave the program and become self-
sufficient;

require at.least one parent in any family which has received benefits for more than 24

months (whether or not consecutive) to engage in work activities as defined by the
state; ' ' ‘ ; ' ‘

L

‘Tequire parents to participate in work activities {(as.described below);

- treat new immigrants from another state, if the state elects to treat them differently

from other families; the state is authorized to pay the benefit.level of the prior state-

.. for the first 12 months;

take reasonable Stéps the State deems necessary to restrict the use and disclosure of
information about individuals and families receiving benefits under the program;

take actions to reduce the incidence of out of wedlock pregnancies; actions may
include providing unmarried mothers and- fathers with services to avoid subsequent
pregnancies, and to provide adequate care to their children.

C. Restriction on HHS Authority: Except where _éxpressly provided; the Secretary would
- not have the authority to regulate the conduct of the states or enforce any provisions of
the law. :
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D. Potential Penalties for States: The Secretary would be authorized to reduce payments to
a state under five circumstances.  Payments to a state would be reduced by:

I any amount used by a state in violation of the law governing the block grant, provided
that any quarterly payment will not be reduced by more than 25%;

2. 3% for a fiscal year if the State did not submit its annual report within 6 months after
- the end of the immediately preceding fiscal year (but the penalty will be rescinded if
the report was submitted within 12 months);

3. 1% if the state fails to participate in the Income and Eligibility Verification System
(FIEVS)-designed to reduce fraud,

4. up to 5% if the state fails to meet the applicable work participation rate for the year.

3. Current law penalties for failure to substantially comply with federal child support
' enforcement requirements would continue.

IV.  Work Requirements

A. JOBS Program Repealed: The JOBS Program would be eliminated, and states would
have no duty to provide education and training assistance to families.

B. "Child Care Guarantee Repealed: The currént law guarantee of child care assistance for
parﬁci_pants in JOBS and other approved education and training activities would be
. repealed. The child care guarantee for individuals who need child care to accept or retain
" employment, and the Transitional Child Care program would also be repealed. A child
. care and development block grant would be funded at 2.09 billion from FY 1996 to FY
2000.

C. Overall and Two-Parent Participation Rates: A state could lose up to 5% of its federal
funding if the state failed to meet either of two required work activity participation rates.

1. The Overall Rate would be calculated for a month as the number of families
receiving cash assistance under the State program funded under the block grant which
include an individual engaged in work activities, divided by the total number of
families receiving cash assistance under the State program funded under the block
grant which include an individual who is at least 18 years old. The Two-Parent
Rate would be the number of two- -parent families in which at Jeast one adult was
engaged in work activities, divided by the total number of two-parent families
receiving cash assistance under the State program funded under the block grant.
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2. To count toward the rate, an individual would need to be in countable activities for at
least a minimum number of hours each week. The annual rate would be the average of
monthly rates for the year. The applicable. rates and hour]y thresholds would be as

- follows:
Overall and Two-Parent Work Participation Requirements Under the TFA Block Grant
Fiscal Yedr Overall Hours Required to Twr0~Parcm Hours Required to
Participation Rate | Count as Participant | Participation | Count as Participant
Toward Overall Rate | Rate - Toward Two-Parent
Rate
1996 0% . 20 = 50% 35
1997 15% ' 20 50% 35
1998 20% 20 90% 35
1999 25% 25 '  {oo% 35
2000 | 27% 30 90% |35
2001 29% 30 : 90% 135
2002 40% : 35 90% 35
2003 and after 50% 35 : 90% 35

3. Requirements to Count Teward Rate: To count toward a rate, the individual would
have to be “engaged in work activities”, i.e., make progress in work activities at a
level of minimum average number of hours per week during the month (reflected in
Table above). To count toward the overall rate, at least 20 hours per week (and to
count toward the two-parent rate, at least 30 hours a week) must be attributable to:

¢ unsubsidized employment,
® subsidized private sector employment;

® subsidized public sector employment or work experience (only if sufficient
private sector employment is not available);

® on-the-job training; or.

® job search and job readiness 3551stance but only for the first 4 weeks for which
the recnplent is required to participate in work activities.
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For the overall rate, hours in excess of 20 (and for the two-parent rate, hours in excess
of 30) may be counted when an individual participates in:

® job search and job readiness assistance after the first 4 weeks in which the
recipient is required to participate;
® education directly related to employment, in the cdse of a recipient who has not
~ attained 20 years of age, and has not received a high school diploma or a
certificate of high school equivalency; '

L3 job skills training directly related to employment;

~ @ at state option, satisfactory attendance at secondary school -by a child or head of
" household under age 20 who has not completed sécondary school.

4. Caseload Reduction Credit: States would be eligible to receive a credit for caseload
reductions for purposes of meeting-the overall participation requirements. States
could count reductions in the caseload below the FY 95 baseline as participation; the
minimum participation rate for a fiscal year would be reduced by a percentage equal

- to the percentage (if any) by which the number of families receiving assistance during
the fiscal year under the program funded under the block.grant was less than the
number of families that received AFDC in FY 95, except to the extent that the -
Secretary of HHS determined that the reduction in the number of families receiving -
such assistance was required by federal law (It does not seem clear precisely what
thlS means.) :

5. Penalties for Families: For all families who refused to participate, the state would
reduce their cash assistance in an amount determined by the state. In addition, for
two-parent families, states would be required to (at minimum) reduce the cash grant
to reflect the proportion of required work hours that were not actually worked during
the month. However, no federal officer or employee would be permitted to regulate
the conduct of states or enforce these requirements against any state.-

D. Annual Ranking and Review: The Seccretary would be required to annually rank states
in the order of their success in moving recipients into long-term private sector jobs, and
review the | programs of the three highest and lowest rank states. The Secretary is not
authorized to take any action based on these reviews. :

V. Annual Report/Data Collection/Evalaation

A. Annual Report: Not later than 6 months after the end of each fiscal year, the state would .
be required to transmit to the Secretary aggregate information on families to which
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assistance was provided during the fiscal year under the State program operated under the
block grant or under an equivalent state program; .

I.

2.

10,

11

12.

the number of adults receiving such assistance;
the number of children receiving such assistance and the average age of the children;

the employment status of such adults, and the average earnings of employed adults
receiving such assistance;

the number of one-parent families in which the parent is a widow or widower, is
divorced, is separated, or is never-married; :

the age, race, educational attainment, and employment status of adults receiving such
assistance; :

the average assistance prbvided to the families under the progr-am;
whether, at time of application for assistance, the families or any member of the
families receives benefits from any housing program; food stamps; Head Start and

any job training program,;

the number of months since the most recent application for ass1stance for which
assistance has been provided to the families;

the total number of months for whlch assistance has been provided to the families |
under the program; ‘

any other data necessary to mdlcate whether the State is in compliance with the state
plan;

- The components of any program carried out by the State to provide employment and

training activities in order to comply with the block grant’s work requirements, and
the average monthly number of adults in each such component; and

The number of part-time job plécements and the number of full-time job placements
made by the program, the number of cases with reduced assistance, and the number of
cases closed due to employment. ‘

Data could be provided through use of scientiﬁcally accurate sampling methods.
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States would also be required to report the total amount expended by the State during the

fiscal year on programs for needy families, the percentage of funds paid to the state under
the block grant that were used to-cover administrative costs or overhead, and the number

of noncustodial parents who participated in work activities during the fiscal year.

B. Studies: The bill would authorize $10 million a year to the Census Bureau to expand the
Survey of Income and Program Participation (SIPP) to evaluate the impact of welfare
reform on a random sample of families, paying particular attention to the issues of out-of-
wedlock birth, welfare dependency, beginning and end of welfare spells, and causes of
repeat welfare spells. The bill also requires the Secretary to conduct research on the
cost/benefit of the mandatory work program and to evaluate promising State approaches
in employing welfare recipients.

C. Automatic Data Processing Study: The bill directs the Secretary of HHS to report to
Congress within six months on the status of automatic data processing systems in the
states, and on a plan to build on current systems to produce a system capable of tracking
participants in public programs over time and checking cash records of states to
determine whether individuals are participating in public programs of two or more states,
along with estimates of the cost and time involved in developing such a system.

VI.  Medicaid: The bill appears to provide that a family would qualify for Medicaid if the
family would have qualified for AFDC if AFDC eligibility rules in effect on March 7,
1995 were still in effect.

~ Effective Date: The provisions would generally have an effective date of October _l, 1995. The
requirement to reduce assistance for recipient families in which paternity has not been
established would take effect one year (or at state option two years) after the effective date.
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The Risk to States Under the TFA Block Grant

STATE [Federal MatclJ - Maximum Annual ' Annual
Rate for Monthly State Costs ¥ State Costs
AFDC AFDC Grant | for Cash Aid § for Cash Aid
Benefits  |for family of 3| to 100 new J to 100 new
FY 95 Ja_nuary 1994 cases cases
(current law) | ' {current law) | {block grant
Alabama 70.45% S164 $58,154 | $196,800
Alaska 50.00% $923 $553,800 J . $1,107,600
Arizona _e640% | 5347 $139.910_§ 5416400
fArkansas 73.75% 5204 $64.260 | $244.800
California 50,00% $607 $364200 | $728,400
Colorado 53.10% $356 5200357 | $427,200
Connecticut 50.00% $680 $408,000 | $816,000
Delaware 50.00% $338 5202,800 ] 405,600
District of 50.00% $420 $252000 | 5504,000
Columbia : : :
Florida . 5628% | - $303 s158966 | $363,600
Georgia _ 62.23% $280 $126907 N $336,000
Hawaii 50.00% $712 $427200 | 5854400
Idaho _70,14% $317 $113,587 | $380,400
Illinois 50.00% $367 $220,200 $440,400
Indiana 63.03% 5288 $127.768 [ $345.600
Iowa . 62.62% $426 $191.087 | $s11,200
Kansas < | 58.90% $429 $211,583 ] $514,800
Kentucky 69.58% 5228 $83,229 $273.600
Louisiana 72.65% _ $190 $62,358 $228,000
Maine 63.30% . $418 $184,087 | s$501,600
Maryland 50.00% $366 5219600 || $439.200




The Risk to States Under the TFA Block Grant

’Federal Matcbl Mnimuni

Annual |

" Annual

STATE
Rate for Monthly | State Costs § State Costs
AFDC AFDC Grant) for Cash Aid § for Cash Aid
Benefits |for family of 3| to 100 new J to 100 new
FY 95 January 1994| = cases
{current law) (current law)
50.00% $579 $347,400 $694,800
56.84% , o
' $489 $253,263 $586,800 -
$459 $237.725 | $550,800
54.27% $532 $291,940 $638,400
78.58% $120 $30,845 $144,000
59 86% $292 $140,651 $350,400
70.81% " $401 $140,462 $481,200
60.40% 3364 $172,973 | $436,800
50.00% $348 $208,800 f $417,600
50.00% $550 . $330,000 $660,000
50.00% $424 $254,400 $508,800
73.31% $357 $114,340 $428,400
50.00% | Ce
$703 $421,800 $843,600
$577 $346,200 $692,400
64.71% $272 - $115,187 [ $326,400
68.73% $409 $153.473 $490,800
60.69% $341 $160,857 § = $409,200
70.05% $324 $116,446 - | $388 800
62.36% $460 $207,773 $552,000
54.2T% $421 5231028 | $505200




The Risk to States Under the TFA Block Grant

Federal M#tchl Maximum

STATE Annual Annual
| Rate for Monthly State Costs J| State Costs
AFDC AFDC Grant | for Cash Aid || for Cash Aid
Benefits | for family of 3| to 100 new § to 100 new
FY 95 January 1994
(current law) _
Rhode Island 55.4%% $554 -$295,902 $664,800
South Carolina 70.71% $200 $70,296 - $240,000
South 'Da]éota 68.06% 3417 $159,828 . $500,400
Tennessee™" ' 66.52% $185 374,326 $222,000
‘B Texas - 63.31% 3184 $81,012 3$220,800
Utah 73.48% $414 $131,751 $496,800
Vermont 60.82% 3638 $299,962 $765,600
Virginia 50.00% $354 $212,400 $424 800
Washington 51.97% 3546 $314,693 $655,200
West Virginia 74.60% 3249 $75,895 $298,800
Wisconsin 59.81% $517 - $249,339% $620,400
Wyoming 62.87% $360 $160.402 $432.000
Smnm;

Column 2, Medicaid Match Rates-Federal Share under current law, Table 10-17 Federal Share of AFDC
Payments, FY 1995. 1994 Green Book Ways and Means Committee, U.S. House of Representatives, pp. 383-385.

368-369.

Column 3, Maximum Monthly AFDC Benefit level, for a 3-person family January 1994, 1994 Green Book, pp.

Column 4 reflects the annual State costs for AFDC cash assistance to 100 cases under current law. {Calculated
by CLASP: monthly benefit x 12 months x 100 cases x State share.) , '

Column 5 is the ennual State costs for cash aid to 100 new cases under a block grant with no Federal mateh for
additional costs after the feders] allotnent has been exhausted. (Calculated by CLASP: montlily benefit level x 12

months)

-

(Calculated by CLASP: Colurmn 5 - Colunm 4).

Column 6 is the difference between State costs for lODncwcascsmdacmrcntlawmdlhdcrablockgmt |
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. January 19, 1995
- MEMORANDUM FOR CAROL RASCO

: 'BRUCE REED .~
JEREMY .BEN-AMI

Lor

FROM: = --JENNIFEROCONNOR

'SUBJECT_: o ATTACHED LETTER FROM' SECRETARY SHALALA ON BLOCK
S SR 'GRANTING INCOME SECURITY PROGRAMS ;

Cor
3

Secretary Shalala sent thJs over and asked. t.hat I get a copy to you rlght away I gave the
-ongmal to John Podesta and let ‘him' know coples went to. you L T



R : ' : THE SECRETAAY OF HEALTH AND HUMAN SEAVICES
(:.. : ©© WASHINGTON. D.G. 20201 '

- I 1_ | 9-1995

'MEMORANDUM FOR THE PRESIDENT

SUBJECT: Block Granting Income Security Programs

As many of us expected the Repubhcan welfare strategy has shtfted yet agaln  Their” 1n1ttal s
. bill from last year included training,. time limits, and work requifements, 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 restrlcttve (some would say
vindictive) eligibility rules and arbltrary cut-offs with no additional supports to help people

get off and stay off welfare. Now they are moving toward a third strategy, converting many

~.domestic programs, many of them entitlements, into dtscretlonary block grants and leavmg
we]fare reform to. the states 1n a grand bargatn with the govemors. :

_ We beheve ﬂ'llS may be a deftnlng issue. for your Pre51dency The proposal you submitted
last year has as its goal a nationwide transformation of the welfare system into one that

. emphasizes work and responsrbﬂtty while protecttng needy children and supporting parents

who play by the rules By confrast block grants largely abandon the hope of bold national

. change toward a. welfare ~system more in keeping with the nation’s values Moreover, block

grants would represent a profound and largely irfeversible change in thé policies desrgned to

support low income families. In the end, we fear.real welfare reform would not be -

.achieved, and that both states Aand- low 1ncome fam111cs could be far more vulnerable asa

. result of such a plan. '

-

{

-The Emergmg Repub]tcan Proposal v

- Although their proposal is continually evolving, it appears that Repubhcans in Congress and
~ selécted Republlcan governors are currently dlSCl.lSSlI'lg an alternative that creates three block
_grants, for cash assistance, food assistance and child care, and leaves open the p0551b111ty 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 followrng elements ' i . C e

o fixed fe'deral\funding with annual spending caps for the programs included in-

o the-block grants ('not-a"'swap of both fiscal and programrnatlc resp0n31b111ty), ‘

"o ashift from entttlement to dtscrenonary status w1th1n the federal budget with
. the implication that the aninual spending caps come under the overall '
dlscretlonary Spendlng caps 1mposed by the budget and thus compete with all


http:discu'ss;.ng
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other discr’etionary spending; - -
L

0" an ailocatron of these fixed federal funds to the states by forrnula probably a
. formula based on state spendmg on the prograrns in a base year perhaps w1th
- some adjustments over time; . .

N o . dramatically mcreased ﬂex1b1hry for the states in admrmsterlng these
~programs, including the freedom to eliminate any state matchmg fundlng for
the programs and to def'me the groups e11g1ble for help

' It is hard to overestnnate how radical a change thlS would be. Smce the establrshment of the ;
AFDC program in 1935 and the food stamps program in 1965, every needy family or .
" individual who meets the requ1rements for the programs has been éntitled to ‘get’ help. "The
federal govemment has automatically adjusted its funding of these programs as the economy
'moved up and down and has maiched state contributions to ensure that this commitment to_
~support for the needy 1 is a genuinely 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 virtually complete autonomy to
- decidé who gets support and when, along wrth the complete ﬁscal burden for any Spel‘ldl.[lg
above the grant _

" The Appeal of Block Grants : : :
There are obvious advantages to changing the nature of t.he programs in this fundamental
way, which make thé block grant proposal attractive hoth to Republican members of
N Congress and to at Jeast some governors. Block grants give enormous ﬂCXIbllll‘y to the states . -
-~ and largely get the Federal government out of the business. of determining welfare policy.

- States are eager for dra.mattcally more ﬂelell}I}F to respond to their 1nd1v1dua1 needs, -
circumstances and budget constraints. There are.powerful and legrtlmate arguments that the

,' " Federal govemment has been too prescrrptlve and that the wide array of programs and rules .

‘has created needless bureaucracy and sometunes counterproductlve unpacts

- A second clear appeal of convertmg welfare into drscretlortary block’ grants is that it shrinks
the federal govern.ment and coentrols federal costs. The proposal eliminates. several - o
“entitlements and subjects the programs to the lncreas;ngly tight approprlatrons process; it can

o generate clear and immediate savings through direct budget cuts without the need to design

practical programs that can-be shown to actually gét people off of welfare. In many ways, -

" this proposal gets its proporients off the hook on welfare reform -- they neither have to

embrace a plan similar to ours. (grvmg you considerable, credit), nor do they have to adopt -
the’ dmswe and draconian plans that the most conservanvc members of the1r party are
- proposing. ‘ ‘

‘ Block grants could hoid some appeal for our adrnmtstratlon as well In some respects they
- appear superior to the draconian cuts the Republrcans have on the table now. And t_hey seem
consistent with your strong commitment to state ﬂexrblltty But such a plan holds .

consrderable dangers ‘
. oA
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' The Dangers of Block Grants _ A -
" Block: grants imply that we have no teal national goals or vision for our socml welfare
system. But a national system has a critical role to play in reinforcing, protecting and
supporting families struggling to achieve independence and in’supporting and protecting
states. As discussed below, block grants fail to protect vulnerable children, will not result in
- rea! weélfare reform, and will not protect. the states from economic changes. And eliminating
the entitlement status of SSI, Medicaid, and food stamps along -with AFDC w111 put millions
of elderly, dlsabled and workmg poor Amerlcans at I‘lSk LT

ol

LN
; -

Ending We]fare As We Know It’ :

‘The current welfare system reinforces many of the wrong valués and desperately needs to be
transformed to emphasize work and respons1b1hty The federal govemment is certainly .

~ culpable in the current mess. But the states are equally responsxble Sunply passmg the.
buck to the states is not welfare reform, _

o Stares could do consza'erable reform now, but eﬁ’orrs 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 alk: Yet only 17% of the- caseload partncrpates n the JOBS program each’
month.- T RN \ -

0 In rhe past, refonn has been led by a few states whtch demonsrmred a new ana’ betrer
“Vision, but large scale reform only came when the federal government insisted on real -
‘ perfonnance Your own leadership on the Family Support Act, for example canbe -
credited with startmg state-level welfare reform. In areas from paternity -
establishment, to reduced error rates, to weélfare to work programs, the history of
“reform is that the ‘bulk of the states got serlous only after the federal govemmem
1nsrsted on unprovemems ' : -

0 'Because many states face very tzght budgezs there miay be lzttle room to mvest 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 Contmumg benefit
' payments rather than spending new state money to pay for training and support -
services. It is often cheaper in the very short. run just to write checks than to’ mvest '
.in trammg and job placement. The experience with the Fam11y 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 situation did not allow it. With a block grant, every new dollar for
, welfare to work programs will have to come entlrely from’ state funds. "

" The reasons ‘states have been slow to change are many, ‘but part of the problem mvolves
- resources and resolve. Fundame‘ntally transforming welfare is. difficult, unpredictable,

| ~ initially costly, highly controversial, 4nd potentially risky for the families involved (and- the

politicians). NoO wonder many in Congress would préfer to wash their hands of the whole
- problem. However, there are many valid reasons for a national framework for reform. . * ‘
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0 Issues with a large mterstare componenr requzre some federal role. ' Some 35% of .
child support enforcement cases involve interstate claims. Only a natiopal
clearinghouse and tracking system.can really do anything ‘about such claims. -
Similarly.a system of welfare where one state imposes time limits and another offers -
.training. whlle a third pays cash a1d 1ndef1mtely plainly invites the needy to move o

-+ between jllI‘lSdlCth[lS as’ beneﬁts exprre or requrrements become serious. .

o ‘Wzrhour a federa[ vision and framewark itis kard to achieve any accounmbmty
Waste and fraud are nearly tmpossrble t0 track in a-few-strings- attached block grant
‘where each state has its own w1ldly dlfferent program o

0 Loss of a federa[ stake could [ead 10 reduced commttmenr to rrammg child suppart
. 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 fedétal partnership. * Unless, the
" block grant will.be reduced when child 'support collections rise or caseloads are
reduced by tralmng, there will be little direct fiscal benefit to the federal government
. from investing in child support or tra1mng ‘Thus. the unpetus for federal support for
", these activities could shrink, -

Protectlng States from Rccessmn= Inﬂatlon, and Demographle Chang ;
One of the least understood and most important benefits of the current federal role 15 the

. ‘considerable protectlon it offers states durmg tlmes of recession, 1nﬂatlon and demographlc "
change. :
"0 Federal entitlement pa’yrﬁent& for Food Stamps and AFDC are automatic stabilizers.
When the economy dips in a state, federal dollars automatically move in early in ways
- that help maintain the economy and protect citizens. Itis not uncommon for .
_ caseloads to rise 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 - o

".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 private resources, both those of families and those of private
f charities, are. significantly dtrmnrshed Inflation also cuts the real value of benefits |
over tlme a.process whlch would be exaccrbated with a set block’ grant ‘

© 0 Enmlemenr paymen!s auromartcally aa_';u.rr for demographzc shifts. Demographtc
changes caused by migration and immigration can radically change the populatlon
base of a state over time. States like Florida and Callforrua have seen massive
changes in populatton :
“+ Obviously what states do with policy can and does have effects on caseloads. But many of
the forces that drive need are beyond the control of the states. A block grant could leave .
- them' quite vulnerable. Just how quick and setious the effects of recessions, demographics, -
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, and mﬂatron can be are shown in the accompanylng table. which lllustrates what would have = i

happened if a block grant had been set in 1987. Texas and Flor1da ‘would have lost 46

percent and 61 percent of their federal dollars in' FY93. Indeed,. .every state would have been

worse off except for two; Wisconsin and Michigan. And those two, states would have -
~ suffered if the block grant had instead been 1n place in the prevrous ﬁve years when the
i Mrdwest suffered from recession. : : :

Protectmg the Vulnerabl _ - . : o
'Franklin Delano Roosevelt a harsh critic of "the-dole," once satd "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 to-be tough. " The Catholic Bishops start with ensuring the basic d1gmty of -.
. the mdmdual Ronald Reagan talked of a safety net. For 'more than 60 ‘years there has been = -
coa clear natlonal commitment to a core foundation of protection. The elderly and disabled. are -

‘ assured some. minimum level of economic support through SSI and Medicaid., Food stamps

_ensure that no Americans, regardless of their state of residence, need go: hungry AFDC

. calls for every state to provide some ﬁnancral _protection for needy children.” Our heaith plan

~was'based on the notton that everyone should have the securlty ‘of basic health coverage
Movmg toward block grants seems ltkely to have the followmg consequences -

.0 Increased varzabzlzty across- stares There 18’ 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' dtsparlty in the amount families get, and federal rules ensure that every
family who meets the requirements actaally gets help, in the form of a food stamp
-benefit set nationally and a cash benefit set by the state. Complete. flexibility to the -
“states would almost certarnly mean that some states would-jower their already meager
siate contributions to benefit. levels, and some states would completely ¢liminate '
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.-

v

- Some states.might well keep benefits low and’ restrict ehglbrllty, in part to. encourage -

poor families to move out. This is particularly a danger with block grants where
'states absorb 100% of the additional cost of addrtronal beneﬁc1ar1es :

‘o Declmes over time. State funded. programs rarely keep pace w1th mﬂatlon and often - .
o get cut in recessions. A federal block grant subject to annual appr0pr1atrons will be

" an easy target for further cuts at the federal level. By contrast programs- like $SI.and
food stamps not only adjust for inflation, they automatlcally grow to meet increased’
needs in recessions. A related problem is that the lack of -a federal match may induce

o states to reduce their contributions over tn-rre In the relatively poorer states, each -

" state dollar leverages four federal dollars. Without that match one would expect state

o contrrbutxons to fall perhaps qulte srgmﬁcantly

Waiting lists or reduced -beneﬁts when ftmds run out. One of the biggest
dangers. of capped block grants:is that fiinds 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 :
arb1trary time limits on benefit receipt, or to-refuse to accept new applications.

These actions would not only place hardships. on the needy families affected, .
but eould lead to farnllles be1ng treated very dlfferently dependlng on the time = <
'ofyeartheyapphed o N AN .

o - Special hardsths Jor the workmg and rransmonal poor The workmg poor
‘and near poor are the last hired and fll’St fired, and the most likely to need to
apply for berefits in economic. hard times. These are precisely the times when
spendmg caps are likely to prove constrauung f states followed a pohcy of:
refusing to accept new app[rcatrons once their aI]ocauon was. spent ‘these
newly poor would be the hardest hit. .

Losmg the national umformlty of the food stamp nutrltlon protectlons would be partlcularly

. devastating.. Food stamps really are the ultimate safety riet. They ensure that serious hunger K

~ Is not a feature of the American ]andscape ‘Allowing that to erode could have senous long
' term consequences for chlldren and thelr futures : L - :

L

Alternative Approaches - .

~ The obvious next question is' whether t.he problems noted above could ‘be solved ‘within 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 moving parts in any

‘move toward block grants, We think it helpful to distinguish. between three types of

' \programs _ ’ o : I S

. Dzscretzonary block grants to states-—'[he most: extreme alternatxve and the one bemg
- urged by House Republlcans i$ to-convert the various individual éntitlements to .-
discretionary block grants to states. Block grants would be determmed annually as -

- part of 'Lh'e' ,appropriation process. - . : :

Thls sort of approach would be the most dangerous and the hardest, to- unprove It would
make block grants subject to separaté authorizing and an annual approprlatrons process under
mcreaSmgly tight caps. And it would be difficult to adjust the grants to economic and -

_ dernographlc 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.. It seems extremely difficult to imagine any sort of state funding -
-~ formula which rapidly adjusts payments based on economic conditions under a discretionary -

block grant.. Since an overall level must be' set in appmprlatnon.s then any adjustable

fonnula implies that each state’s a]locauon will depend on what is happemng in every other .
“state.  Without some sort of very complicated reserve/loan fund, we sunply do not see how -
- .an adjustable dlscretlonary block grant would work -

§
1

- Capped block grant entu‘lement to srates wu‘h economtc and other aagmsrmenISMA
o number of capped entltlements to, states exist. And they can:take many forms. Most
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recently the Famﬂy Support and Preservatlon programs created capped state” -
" entitlements. Our welfare reform bill included a capped entitlement for JOBS funds,
and capped the emergency assistance program With a capped state. entltlement funds
are -allocated according to 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 forrnula within that cap. In
K prrncrple entitlement spending caps could adjust seml-automatlcally for economic and
demographrc changes. (We proposed such a cap for the JOBS and WORK programs
- in the Work and ResponSIbrhty Act. ) Other. programs have tr1ggers such as extended -
.Ul coverage : : : -

" Putting block grant funding on the entrtlement side- helps solve rwo problems I eliminates. B
* 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 adjustable caps, and unless Congress acts aff1rmatlve1y to-change the -
caps or formula, the money will automatically flow to states. Still, it is worth noting that

~ capped entitlements have not fared part1cu1arly 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 drscretronary programs. This change, therefore, would ‘do rather little to solve the -
underlymg problems Lo o . : o

il

A more 1mp0rtant advantage is that it would be much easier to create some sort of formula
-that adjusts for changing economic and demographic COIIdlthl‘lS A state’s grant would .

. ‘change over-time as conditions and the formula dictated. Still there are three significant.

problems with operatronallzmg this notlon 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 mtlhon Over time, the formula w111 1nev1tab1y \
.help some states and dlsadvantage others : : S

. The second problem involves the speed of, grant ad]ustment A practlcal ad]usmlent

. mecharusm -would almost certarnly adjust caps after the fact rather than simultaneously w1th
econdmic and demographrc changes. This: could put almost as much of a stram on-states as o
fixed caps since states must balance therr budgets on an annual bas1s :

The ﬁnal concem is unpredrctabrhty ‘When we ‘examine state by state varrattons in cash and
food assistance spending over the last five years "it seems that some of the varlatron can be . -
explamed by unemployment rates and population growth, but rmuch’ cannot. - Clearly other -

économic, demographic or social changes were going.on, in addition to policy changes The -

obvious way to respond. to changes. in demand that cannot be predicted ‘and 'subjected to
formula ahead of time is to cap the pef person benefit, but allow total funding to vary with
the number of eligible people "This kind of flexible cap would be almost indistinguishable
from the present system. L IR : S .
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A Most unportant}y an adjustable capped entitlement to states Stlll offers lumted protectton for
the vulnerable. States would still-be free to- provide as-much or as little help as they choose
~under whatever condttlons they determtne And it suffers from the accountability issues
: descrlbed earlter : SEREERE : . ‘ S
Uncapped emttlemenr to mdtvtdua[s wzrh greater srate. ﬂe_xtbtltty-~As under the current -
system, anyone ‘who meets the eligibility requirements established by the state or . '
_ federal governments would continue to automatlcally get'benefits.  However, an
- uncapped entitlement doés not mean that restrictions cannot or should not be placed
on eligibility. Individuals can be requtred to work, fot example, under an-
entitlement. . But there are many opportunities for increased state ﬂextbtltty within the
- -current funding mechanisms. The fact that it is uncapped and an individual '
- entitlement is what provides, the automattc stabilizer protectton to states since more
' 1nd1v1duals become ellglble as economic condlttons worsen or populattons grow. -

-“States could certamly have more ﬂex1b111ry then they now have in setting AFDC ehgtbtltty

‘ rules, providing incentives for work and family: re5pon31b111ty, counting income and assets

.and designing work and training: programs. Indeed, we proposed increased flexibility in a .

- number ‘of areas in the Work and Responsibility Act which could dramatically reduce the
need for waivers., One could increase flexibility in other areas to provide the states w1th the
administrative and programumatic flexibility they are asking for. This strategy offers the most-
protection for vulnerable populations and the states, but states may: not get all they ﬂex1b1]1ty '
they desire. Since the programs are uncapped, either beriefit 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 maintained. Moreover, the need for accountabtltty and some basic
standards. to ensure the money is gomg where 1t is 1ntended is much _greater in an uncapped
- than in a capped program. b :

Ulttmately the arguments over entttlement versus dlscretlonary fundlng, capped versus ©
uricapped spending, individual versus state grants, boil down to difficult tradeoffs between-
fiscal prudence, state flexibility, and protections for the vulnerable. The further one goes

o toward block grants the more difficult it will be to protect recipients and $tates and to
.. generate real wélfare reform. * Still, in some areas, such as-the JOBS and WORK programs

".we-already embrace ad]ustable capped programs. In others; such as food stamps, moving to
- block grants would represent a profound change in national protections to both individuals
and states. For the benefits portton of AFDC, the arguments for continuing the individual
entltlement status are nearly as’ strong--we must have real-protections for chlldren and the
' states. they live in, but we should create more ﬂex1btltty . ‘
© States are only beginning to realize just how vulnerable a block grant system could leave:
them.. One 1mportant goal over the next few weeks is' to educate them about the ‘

consequences of movrng toward block grants S

”Arttculatmg Our VlSan ' : :
The debate over welfare reform is becoming naive at best. ‘and qutte ugly at its. worst
Stereotypes and simplistic so]uttons abound in the sound bites. In no time in recent memory -

M

N
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“has there been a greater need for Pres1dent1a1 leadersth on thrs issue. We beheve it is™
critical that you : articulate a clear vision based on our shared values as.a nation, In the State
of the Union address, we hope. that you sharply criticize the failed welfare systemn and
articulate a positive vision for: the fut'ure;' as you have done S0 e]oquently-'on other occa'sions.

We urge you to cautlon the natlon agamst two narural but ultunately unacceptable reacuons

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 alternatives, whether or-

- not they have had a chance to get education or tratmng they may need to get a job, whether _
or not they are physically able to work, -whéther or not there are ]ObS avatlable _This sort of -
; strategy d1v1des rather than strengthens us-as a natlon ‘ o > :

' A

| "The second is to sunply wash our hands of welfare natlonal]y and leave everythlng in the

o hands of the states. No one can speak with more C[‘Bdlblllty 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 as a nation must find a way to move people
from dependence to 1ndependence to guarantée aid to the disabled, to.ensure that children do '
;_not go hungry, and to help states and localities i time of economic distress. - We must
change the bas1c values of welfare everywhere, in part because we are a large and mobile
‘nation.  We. must accept the challenge posed by the struggles of those at the bottom, not
simply walk away. There must be some national framework w1th plenty of state ﬂexrbthty
within it. . ‘ :

. .Then you must beclear 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 that reaches across the pohncal 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 to-reduce teen pregnancy. Even very specrﬁc probing shows far-more support for

" . -our approach than any other. The Republicans are vulnerable on the apparent vmdlcttveness

-oft their plans, on their failure to include serious child support enforcement and on the
) _u1t1mate dangers to states and working famzltes that come from abandonmg any national -
framework. But until you: ‘make clear what we believe iin and stand for, Republicans w1ll
e control the debate, and we may get a bad plan that the public does not understand. The
publi¢ needs to understand that ours is a plan whlch really isa hand—up not a hand-out, a
 plan whtch is tough and fair. . - : .

A

It mlght even be helpful to art1culate a few’ questlons that ought to be asked in evaluanng anyl ‘. .
reform plan: .

R

_ o Is it,reall'y. going to help turn .Welfare' recipients in to !axoayers?_

0 Does it flrst and foremost hold parents responmble-—both parents-—for the support and
. i - nurturing .of their chlldren’? \ ‘ :



0 Does 1t really tackle the problems of teen pregnancy and out- of-wedlock .
, chlldbearmg -~ and help young parents become good role models for thelr chlldren‘? o

_ And oentrally, -
0 Does 1t relnforce the values of work reSpon51b111ty, famlly, and opportumty"

The debate is _]l.lSt begmmng We thmk 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 ar¢ reversible. If time limits, work or training programs .
fail 10 meet the nation’s goals, they-can be changed. But ﬁmdamentally altering the state-
federal partnership--by elrmmatmg entitlement status, by block ' granting programs, by putting -

E rlgld caps on--these are changes which are unlikely to be reversed for a generation.  If these -

" ideas are adopted and they fall 1t will be states, workmg poor famllles and chlldren who ‘
" suffer. : - . ‘ : '

| o Donna E, .Shalala'-



Hypothc.ticalllmga'ct" in FY 1993 if an AFDC Block Grarit Provision Similar to the Blogkr Grant

Option in the Personal Resporisibility 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
Alabama 879 $57 ($22) . -28%
[Alaska . $60. o829 @31y -5I%
~ [Arizona® 8200 . 865 ($135) - \ -67%
Arkansas - o850 L csa2 S (88) . -I6%
California 832050 082,157, . ($1,048)  -33%
Colorado osw02. - 0§70 ($32y  -3% -
Connecticut - ' 5207'- S $124 IR ($83) -40%
* |Delaware 823 815 (38) .  -35%
Dist. ofColumbla:" $67 _ $52 815y -22%
‘[Florida $517° Los202 (8315 .61% . .
Georgia - .$297 . $189 . © ($109) ‘ 37%
Guam ' 88 83 ($5).-  63%
- (Hawaii - ; §76 - . 838 ($38)  -50% .
(idaho 24 - $18 8T -28%
[tinois $487 . $487. $0 . 0%
- [Indiana 8158 $111 (%4 -30%
lowa sl . 8110 ($1) - 1%

- [Kansas - $84 S 856 o (528) . -33%
|Kentucky - $166 $110 - - C($56) . -34% -
Lousiana $141 - 8129 1) 8%

~ [Maine . §75 862 Gl -I18%
. [Maryland $190, . 7 $147- L840 -23%
Massachusetts . §408 . 8303 ($106) . -26% -
~|Michigan - - f . 8751 S 8777 o826 3%
_ [Minnesota 8239 0 L 8198 @4 17%
|Mississippi < R Y. 569 . ($6) . -8%
Missouri : $189 $146 - ($43)  -23%
Montana _ - $37 $30° $7 . -19%
- NOTES: : "

The table estimates, for FY 1993 the hypotlletlcal 1mpact of a. mandatory AFDC block grant pr0v1310n‘.‘

‘similar to the block grant Optlon in the Personal Responmblhty Act, assuming implementation

of the provision in FY" 1988." The level of the block grant for each-State is set at 103 percent of -
FY 1987 ‘Federal. payments for ARDC bencﬁts and admlmstrauon unadjusted for mﬂatlon

%

The Fam:ly Support Act v.m not in effect durmg FY 1987 To avmd overstating
the impact of a block granl cheral payments for AFDC work actwmes (WIN/J OBS) and
" AFDC- related chlld care are not mciuded in cither column

3
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Hypothetical Impact in_.FY 1993 if an AFDC Bldck Grant Provision sﬁﬁn_ar to the Block Grant .
~ Option in the Personal Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Fund_iﬁg Levels '

(amounts in millions)”

!

State ~ FY 1993; Actual | Block Grant: 103% Difference | Percentage
X " “Pederal Payments | - of FY 87-Level K : Chan;gi :
INebraska © . 346 - $4i " ($5) -11%
Nevada 7 C $28 S0 . 617 - -63%
New Hampshlre 831  $12 - 'f- G19 . 61%
New Jersey $341 - $298 ¢ 3 $43 - -13%|
~ [New Mexico 8§94 845 - L I(349) - s2%)
" [New York ' $1,684 $1,268 L(s86) sl
" [North Carolina $263 ©$154 809, - 4%
North Dakota . $22. 814 Co(S8)  -38%
Ohio - © 8626 8522 C$105) 179
Oklahoma T 8140 $84 ($55) . . 40| .
Oregon $146 S92 ($53) - L37m|
Pennsylvania . $561 © $506 " (856) -10%|
Puerto. Rico $65 859 (86 . -10%)
Rhode Island C$75 . © $50 ($25 . . . -33%
South Carolina . $92 $86 . ($6) . . 6%
South Dakota - ; ' $19 $17 S ) NS £ L
[Tennessee 8166 895, 81y %
Texas  $385 8207 ($178) ' -46%)| -
Utah - 867 $51 ($15) - -23%
[Vermont - _ $42 831 LIy -26%
|[Virgin Islands - 83 . 82 ¢ 26%]
vicginia -+ -$138 $117. (8200 -I5%
[ Washington - $365 | $239 S 1260 -35%
Iwest Virginia . 897 . o 88T 810y - -10%
Wisconsin 289 - TV $348 C$58 0 20%).
Wyoming $19 - U 35! $8) . 6%
S us. TOTAL - $13,834 '$10,243 Lo ($3.591) L -26%
NOTES: |

The table estimates,- for FY 1993 ‘the hypothetlcal 1mpact ofa mandatory AFDC block grant provnslon
similar to the block grant option in the Personal ‘Responsibility Act, assuming lmplementatlon

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

‘FY 1987 Federal payments for AFDC beneﬁts and- adm:nlstratlon unadjusted for 1nﬂauon

. The Famﬂy Support Act was not in cffect durmg FY 1987 ‘To av()ld overstating .
the impact of a block grant,- -Federal. paymcnts for AFDC work dctivities (WIN/IOBS) and
AFDC -related Chlld care are not included in either column o .



