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STATE FLEXIBILITY AND WELFARE REFORM 

Broad Range of Strategies 
, ' 

...Uniform national system· e.g. Food Stamps 

... National framework with state flexibility - e.g. Work and 
Responsibility Act 

... Block grants to states· e.g. likely Republican proposal 

... Medicaid for welfare'swap.· e.g. Kassebaum· proposal. ' 

Key Issues 

National reform objectives. 

Promote work filndparental responsibility, reduce 
teenage pregnancy, support fam'Hies . 

... , Protections and uniformity 

'... Preserve' a safety net, prevent hunger among children 
a,nd 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 

-", 
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INDICATORS OF STATE COMMITMENT TO NATIONAL OBJECTlVES 
EVIDENCE FROM WAIVERS . 

California Connecticut Indiana Michigan Mississippi Texas 

Waiver Demonstrations 
Operating or Requested. Y Y Y Y Y N 

Demonstrations 
Requiring Work N N .N Y 

Small 
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 Incorporating 
Time Limits y N Y N N N 

.. Very few state demonstrations require work. 


.. Even with waivers, many states are not pursuing national objectives .. 
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INDICATORS-OF STATE PERFORMANCE 


----- 

California Connecticut Indiana Michigan Mississippi Texas' 

Percent of Adult -AFDC Recipients 
P~icipating Monthly in JOBS (1993) _ 8 10 6 20 8 10 

% of Adult AFDC Recipients, Participating 
in OJT, -Work Supp. & CWEP (1993) .3 .2 .5 .6 .7 .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 7.5 8.0 

.. States vary greatly on basic indicators of performance. 

.. Some Statesperform poorly, even with Federal requirements . 

.~..,;. 



FISCAL CAPACITY AND NEED 

OF SELECTED STATES IN 1992 


II 
State 

I Per Capita 
Income 

·1 
Poverty Rate 

Mississippi 

Indiana 

Texas 

Michigan . 

. California 

Connecticut 

$14,050 

$18,384 

$18,449 

$19,681 

$21,599 

$27,154 

24.5% 

11.7% 

17.8% 

13.5% 

15.8% 

9.4% 

< . 

U.S; Total $20,131 14.5% 

I i 

.,.. Both fiscal capacity and need vary dramatically. across states.· 
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BENEFIT VARIATION ACROSS PROGRAMS 


AFDCand Food Stamp Monthly Benefits 

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


State 
AFDC 
Benefit 

> . , . 

Food.Stamp 
. Benefit 

AFDC & Food 
, Stamps Combined 
(State Contribution) 

Percent of Total 
Benefit ProVided 

By State 

Mississippi ' 

Texas 

Indiana. 

Michigan 

California 

Connecticut 

: 

$120 

$188 

$288 

$459 

. $607 

$680 

$295 
, , 

$295 

$278 

$227 

$183 

$161 

$415 ($25) 
. , 

$483 ($67) 

$566 ($105) . 

$686 ($200) 
. $790 '($304) 

$841 '" ($340) 

·6% 
: 

·14% 

19% . 

29% . 
~ 38% 

. , 

40% 

~ 	 There are sizable variations in AFDC benefiisby State, even though Federal match rates are 
much higher in States like Mississippi and Texas. >, 

~Because Food Stamps is a uniform national nutrition program designed to ensure that adults 
and children do not go hungry in any state, it helps fill ill the gap in lower benefit states. ' 

~ 	 In low benefit states" virtually all of the,mqney 'spent on·AFDC and Food Stamps comes 
from the Federal government. ' 



. 
- TRENDS IN MAXIMUM BENEFIT LEVELS 	



OVER TH;E PAST 25 YEARS. -'. 

(Percentage changes reflect changes in real dollars) 

100% Federally Funded Programs 

Food Stamps: --_ 

Ba.sic SSI 

,Shared State and: Federal Programs 

AFDC- . 

100% State 'Funded lTograms 

, SSI Supplement (elderly individuals}_ 
, -

-~SI Supplement (elderly couples) 

-General Assistance-

Federal Block Grants -
,'. 

Title XX (1975 ~ 1994) 
.II _ 

, Puerto Rico Nutrition (1982 - 1994) 

,,- ....~ 

3% 

6% 

--47% 

-63% 

-75% 

-NA·-

. -58% 

-6% 

- '. 	 . 

~ . Benefit levels in 100 %.Federal entitlement programs have generally kept pace with i¢l,ation. 
Food _Stiunps has been a critical nutrition safety net. 

... 	 Benefit levels in programs with a heavy state contribution have fallen dramatically over time 
when adjusted for inflation: - - . - " 

... 	 Block grants may be more:vu1nerable to budget cuts.

. ,;". 

•~ ·}--:::C-;"C.·';;·~~ 



EXAMPLE OF A DISTRIBUTION FORMULA BASED ON NEED 

/ 

Effects of a Nutrition Block Grant in the 

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


. on USDA Food Assistance 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% 

Coimecticut $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 according 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) " 

State 

FY 1993 

Current Law Block Grant Percent Chan!!e 
California 

Connecticut 
Indiana 
Michigan 
Mississippi 
Texas 

$3,197 

$207 
$158 
$751 
$75 

$384 

$2,157 

$124 
$111 
$777 
$69 

$207 

-33% 

-400/0 
-30% 
4%" 

-8% . 
-46% 

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

... Block grants set according to current spending can cr~ate unpredictable and highly 
variable impacts due to inflation and changing economic and demographic conditions. 



'... 

.. 
POSSIBLE APPROACHE'S TO 'KEY ISSUES 


National Objectives . 	 .' 

~ .' 	State plan requirements - e.g., work and cooperation with ' 
child support 

~' 	 . Program performance standards' geared to national objectives 

I 
! ' 

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 requirements 


Fiscal performance standards 
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fOR [MMEDIATE RELEASE: CONTACT: Michelle Bazie 
Thursday.lanlluryl2,1995 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 :l group of 
Republican governors would cause substantial reductions in food assistance for poor frunilies and . 
elderly people, according to an analysis of the proposal by tbe Center on Budget and Policy Priorities. 
Also affected would be (he school lunch program which includes benefits to midd le-incollle children. 

If the proposal had been in effect since 1989, the large m,~ority of states would have received 
at least 20 percemless in federal food assistance in 1994. the repol1 found. If the proposal is put into 
place today, stares would ha.ve nearly $8 billion less in food :lssistance over the next four years, even if 
no recession occurs. 

Under (he proposal, all federal 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 progrmns in tiscal year 1994, adjllsted only for intlnrion. Each state's sl1me of the block grant 
would be pernlru1emly set at its percentage share of federal food ussistance funds in ]994, 

Proposal Unresponsive to Recessions 

The Center'S anillysis shows that block grant funding levels would fail to respond to slIch 
factors as increa"es in poverty during recessions ilnd rising school enrollments. As a result, it woul(1 
cause major reductions in food ussisumce, Had a,n identical proposal been passed five years ago and 
been based on federal funding levels in fiscn} 1989, a ye:lf before the recession of [he early J990s 
began. every state in the nation but one would have received less to meet the needs of its residents than 
was actually provided last year. Some 35 St<ltes would have lost more than 20 percent of the federal 
food assL')tance funds they ·received last year. 

California woul(\have IQst nearly half - 48 pen.:ent - of the federal food assistance funds it 
received last year, ne.lrly $2 billion. Florida would have lost 49 percent of rhe funds it received. Other 
states that would h:1ve lost 30 percent or more of the funds they received to provit1e food aid to [he poor 
include Alaskn, Arizona, Connect.kut, Delaware. [he DistriCt of Columb)u. Georgia. Hawaii, Indj~1n:t . 

. Majne, Maryland, Nevada, New H:1mpshire, New Jersey, New Mexico, New York, North Carolina, 
Rhode island, Tex.as, Vermont, and Virginia, (State.by-state data are inclllded in tbe full report.) 

-\lIorc:
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F\.)od Block Grant Pr(lposal 
January 12. 1995 
Page 2 

Nearly $8 Billion Cut Over Ncxt Four YcarS t Evcn if no Recession 

Even if no recession were to occur for years into the nlture - .Ul unlikely scenario - federal 
funding for food nssistance would be reduced in coming years below the amounts that would be 
provided under current law, accon:1ing to the Center'S' analysis. If no recession were to occur between 
now and 1999 ll.\l<.1 the economy were to perfonn in accordance with the Congression;ll Budget Office's 
assumptions, states would lose $7.R billion over the firs[ few years of the block grant. The reductions 
in 11lnding. as compared to funding levels under cuFrent law, would grow larger each ~ear. the Center 
said. 

The Center's an:l1ysis found that while the overnIllevel of federal block gfMt funding would be 
adjusted for intlation, it would fail to reflect several other key factors such 3S incr~nses or decreases in 
poverty :Uld unemployment and school enrollment. The Depmtment of Education, for example, 
estimates 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, federlll . 
$choolluncn funding would rise to met this additional increase and lmer decline if school enrollinenr 
subsequently decreased. Because [he school lunch and (othec food aid p,rograms would be merged imo 
a block-grant that dld not respond to such chMges in need, however, the governors' proposal would 
force states to cboose between such actions us mising the amOllnts middle-class parents must pay for 
their children's lunches and cuuing food assi.~tance to poor children and elderly and disabled people 
(the vnst majority of food aid recipients) even more than would otherwise be the case under the 
proposal. 

"I doubt the governors who designed the proposal fillly understood it~ ramifications," the 
Center's director Robert Greenstein noted. '1t would hOI'!ll state treasuries along with poor familieli, 
children and elderly people." 

"The next time a recession hits and millions of Americans lose their jobs. many of the newly 
unemployed will seek food assistance to get them tnrough a rough period," Greenstein noted. "Stmes 
would be forced to choose between meeting the increased need entirely with stute funds - and 
probably raising state taxes in the middle of a recession to do it - or leaving the need unmet and 

, , , , 
witnessing steep rises in hunger, h:udship. and destitution." 

The Center on Budget and Policy Priorities conducts research and analysis on a range of 
government policies and programs, with an empha.<;is on those affecting low, and moderate-income 
people. It is supponed primarily by foundation gnUlts. 

#### 
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CENTER ON BUDGET 

.......... AND POLICY'PRIORITIES 


January 12, 1995 

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 fodnflation. 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 goverr:tors 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 ~ssistance. 

• 	 If no recessionloccurs 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 law. These 
cuts would grow larger over the years; by fiscal year 1999, the cut would 
equal $3.3 billion per year. . . 

• 	 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 yeClr, when economic conditions were far more fClvorable 
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 hf\S receded. At pre
sent, the entitlement funding of the food stamp and child nutrition 
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programs ensures that the federal government bears the added burden 
during economic downturns. Under the proposed block grant, stafes 
would have to meet the increased need Cluring recessions entirely 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 fO,r 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 interv"ening years accounts for a 
substantial share of this loss in funds; under the block grant proposal, no additional 
funds would be provided when unemployment and poverty rose during economic 
downturns. " 

If such a 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. All but four states would have lost more than 10 percent of the funding. 
provided in the 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 iikely to leave states with inadequate resources to meet food 
assistance needs for several reasons: 

• 	 The block grant would not take into account increased need for school 
lunches and breakfasts as school enroillnents 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 

1 

institutions and qualify for meals under the child care food program. As 
sta tes 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 meetJncreases in need; a 

2 

http:inflation.is
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block grant would not do so and would leiwe states further short of . 
funds. 

• 	 Rolling 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 progr~m has been found to 
reduce infant mortality, low birthweight, and child anemia - and state 
and federal Medicaid costs. 

• 	 Finally, as described in another recent Center a~alysis, Coi1gress could 
reduce the amount appropriated for the block grant below the amounts 
specified in the legislation that establishes the block gra(lt. 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 funding shortages. Under the existing programs, states 
whose economies are performing poorly automatically receive additional federal food 
stamp and schooUunch dollars to meet the needs of the newly unemployed., In the 
same way, any state with increased school or child care eruollment automatically 
receives ihcreased 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 expendituresiri 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 particularly acute during recessions when some 
states suffer sharp increases in unemployment while others do not. 

The problems that this distribution 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 shar:e of funds each state received in fiscal year 1994 
were held to the same level ,as in fiscal year1989. What would have happened? Even if 
the block grant proposal were redesigned so the totaltlrrwunt of funds distributed 
nationally in 1994 equaled 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 !ost 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 recei ved 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. . 

4 
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TABLE 1: The Effox:t tile R~pub!iC(\Il G()venl.)rs' Food Block Grant Pwposal Would Have Had in 1994 
if it Had Been Adopted in 198(} 

(in millionfi of dnl1nrilO) 
Federal F.;derill Shal"€ of Federal Nutrition GaIn (Loss) if FY 1994 Fl.Ulds Set 

NutritiDn Nutrition Nutrition Funds in FY 1994 at FY 198'1 Levels Plus Inflation. and 

Funds in Funds in. Funds in if COP G.)v. I'mp. State 'y" Sh,ues.$li.!t ,H 1989 ShMe::; 
flY 1989 FY 1994 FY 1()8~~ Adopted ill 19X9 ($ millions) (percent) 

AlabClma $471.1 $708.3 2.30% $575.9 1 {132.4} -18.7% 
Alaska 48.7 92.S 024% 59.5 (32.9) -35.6% 
Arizuna 328.4 653.9 t61 vl" 40) .5 (252.4) -38.6% 
Ark,1nilOas 
C<llifornia 

241.0 
1,7'13.2 

366.7 
4,035.4 

1.18% 
8.38% 

294.6 
2,094.2 

. (72.1) 
(1,941.2} 

-·19.7'Y" 
~48.1% 

C()!oradu 234.4 %2.5 1.15% 2R(i.5 (76.0) -21.0%. 

Con l1€cticu t 138.2 272.6 0.68% 168.~.l (103.7) -38.0% 
DelilWilte 40.8 82.6 0.20% (\).K. (32,R) -39.7% 

Dist. '~lf Col. 67.2 130.6 0.33% 82.1 «8.5) -37.'1% 

Floridn 8:17.2 1,962.6 4.00% Q99.0 (%3.6) -49.1% 

Ceurgia 5S6.Q 1,10(;.3 2.S7n
/... 717.4 (388.9) -35.2% 

Haw<tii 114.Q 213.~' 0.56% 140.5 (73.4) -34.3% 

!dah" 74.9 1D.O 0.37% 91.6 (21.5) -19.0% 

Illinois 'I,{}S6.6 1,545.4 5.31°;", 1,328.3 (217.2) ,'14.1 % 

Indiana 339.1 627.4 1.66% 414,5 (212.9) ..38.9% 
[OW., 189.6 257.8 0.93%. 23Ui (26.1 ) -JO.1% 

Kansas 167.3 27h.9 O.82'Y" 204.5 (72.4) -26:2°/'l 
Kli!ntl.lcky 470.\) 639.3 2.30% 575.6 (63.7) -10.0% 

Lottisiarm 750.7 994,8 3.67'Y" '1'17.7 (77.1) -7.7% 

Maint:l 86.6 163.4 0.42% 105.9 (575) -35.2% 
M!'Iryllmd 298.0 525.5 1.46% 364.2 ('1(;'1.3) -30.7% 

M<H:;8.)(,~h tJ~€tt;. 319.2 545.1 1.56% 390.2 (154.8) -28.4% 

Mkhig<1l1 B35.1 1,224.4 4.08% '1,020.9 (203.5) ,16.6% 

Minna;ota 278.3 458.0 1.36% :)40.J (117.7) -25.7% 
l'vUs!;i!:lsippi 504.1 611.8 2.46% 616.2 4.4 U.7% 

Missouri 421.0 716.8 2.06% S'14,(; (202.1) -28.2% 
MOt1ttlJ1.1 71.3 103.4 0.35% 87.'( (16.3) -15.7% 

Nebra~l.<.a 10R.7 168.3 0.53% 132.9 (35.4) -21.0% 
Nevada 56.1 135.1 0.27QI.. 68.6 (665) -49.2% 

New Halllp;;hire 34.9 65.5 0.17% 42.7 (22.9) -ZJ4.9% 
New lflrsey 422.3 755.\1 2.06'Y" 516.2 (239.6) -31.7% . 

New Mexico 18$.0 333.5 0.92% 229.8 (103.7) -31,:1%. 

New York t65R.8 2,8%.0 8.11"/0 2,027.7 (1568.3) -30.0% 

North C.::l~olina 471.3 824.3 2.30% 576.1 (248.1) -30.1 °/" 
North Da kota 54.2 77.2 0.26°1., . 66.2 (11.0) -14.3% 

Ohi'.l 1,074.2 1,497.3 5.2S'Y.. 1,313.2 (184.1 ) -12.3'X, 
Oklahoma 308,6 507:1 '1.51% 377,2 (129.9) -25.6% 

Orti!got\ 235.1 374.4 1.15% 2R7.4 (87.0) • -23.2% 
Pt:l£lnsylvania A95.4 '1,468.2 4.3S'Y" l,!)9H (373.6) -25.4% 

Rhclde Island 60.7 IlJ.1 0.30% 74.1 (J9.cJ) -345% 
South Camlina 323.4 5J4 . .3 1.58% 395.4 (119.0) -23:1% 
S,')uth D"kt')bl 72.9 92.1 0.36% 89J (3.1) -3.3% 
Tennes::;ee 508.1 857.7 2.4$% 621.1 (236.6) ·27.(';% 

Texas 1,840.2 3,458.5 9.00'}'" 2,249.5 ('1,209.1) -35.0%. 
Utah 131.6 203.2 O.M% 160.8 (42.3) ·20.R% 

Ven)'l"nt. 38.2 72.7 0.19% 4(,.7 (26.1) -35.9% 
Virginia 378.9 696.9 ].85°/(> 463.1 (233.$) ·33.5% 

W,16hingtol1 329.0 615.2 1.61 ~/v 402.2 (213.0) -34.6% 
West Virgillhl 243.7 354.7 1.19% 297.9 - (56.tI) -16.0% 

Wisconsin 289.7 41~.O 1.42% 354.1 (65.0) -15.5°Ir, 
Wyomi.ng 36.15 53.9 0.18% 45.0 (9.0) '16.6% 

TOTAL 20,455.1 35,345.3 lOO.OO'y" 25,004.7 (10,340.6) -29.3'Y... 
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TABLE 2; How the Distl'iblltiol\ of Federal Food As.i:;tanca Funding Wou.ld Have Been At'fec~d 
in '1994 If Ea~h State's PtmdlngH,id Been Set Equal tQ it!; PI!Tcentilge Share [1'1 1989· 

,(In millIons of doUIInl) 
Chin (Loss) if FY "[994 Fu.nds 

Nulrltlol\ 
fiederal N\ltritiQI1Sh.1reo#Feder.1!Federal 

Distributed Accol'dh'8 to " 

FU.lldt; in 

Funds in FY 1994NutritionNull'ition 
States' FY 1989 Sharetl 

(percent) 
if Shnro FrozcnFund;;; in "Funds in 

($ millioM)at FY 1989 Level"FY 1994 fiY 1989fiY1989 
14.9%105.7.'£814:12.30%$4TJ:1 $708.3Alabama 

" -9.0% (8.3)54.20.24%92.548.7Alaska 
-13.2%(86.3)567.51.61%653.9:128.4Arizona 
13.5%4·J6.4 49.7 

0,075.1) 
1.18%366.7241.0Arkan..<;as 

-26.6%2,960.3 
11.7% 

8,38%4,035.41,713.2Cruifonua 
42.5 

·12.4% 
405.01.15%2..14.4 362.5C!)loradQ 

" (33.9)238.80.68%272.6138.2Connecticut 
-"14.7%(12.2) "70.40.20%82.640.8Delaware 
·11.1 0/0(14.5)116.00.3..1%67.2 ·130.6Dist. of C'II. 
-28.0%(550.5)U12.14.00%'1.962.68'17.2Florida 
-S.3%1,0]4.1 (92.2)586,9 1,106.3 2.87%Ccorgi<\ 
.7.2%(15.3)198.5 
14·5% 

0.56%213.9114.9Hawaii 
16.4129.50.37%1"13.074.9Idru,o 

21,5%'1,877.6 332.15.31%1,545.41.036.6illinois 
-6.6%(41.5)585.9 

](Iwn 

627.4 1.66%339.1iJloif iIIll1 

" 27.1% 
4.4% 

69.8327.60.93%257.8189.6 
12.1 

27.3% 
289.00.82%276.9167.3K!ln:~as 

17·1.3813.62.30%639.3470.9Kenhlck), 
30.4%302.41,297.23.67%750.7 994.8Louisiana 
-8.4%(13.7)149.70.42%163.-18MMaine 
·2.0%(10.7)514.8 

/j.6 
1.46%525.5298.0Mnryland. 

1.2%551.61.56%545.1319.2MasslIchuseus 
17.9%218.7 
5.0% 

1.44..1.14.08%1.224.4835.1MichIgan 
481.0 , 23.01.36%458.027S.3MinJlesota 

259.3 42.4%871.12.46%61LS504.1Mississ[ppi 
1.5%10.7727.52.06%716.8421.0~issou"ri .. 19.1%19.7123.10.35%103.471.3Montana 
11.6",(1187.9 19.60.53%16R.3108.7Nebrallka 

(38.1) -28.2%96.9 

Now Harnpshlre 
0.27%135.156.1Nevada 

(5.2) ·8.0%60.365.5 0.17%34.9 
....1.5%(26.1)729.72.06%755.9-122.3New Jer~ey 
-2.6%(8.7)324.8,0.92%'188.0 333.5New Mexic!) 
-1.0%(29.8) , 

(9,9) 
2,866.38.'11%2.896.0L658.8New York 

·1.2% 
21.2% 

814.42.30%471.3 824.3North CaroUn,,1 
16.493.60.26%77.254.2North D"kota 

24.0%358.91.856.25.25%1,497.31.074.2Ol'lJo 
5:t%26.1533.2S07.1 '1.51%308.6Oklahoma 
8.5%31.8 
5.4% 

406.21.15%"374.4I 2..15.1Oregon 
79.1 

Rhode bland 

1,547.34,38%1,468.2895.4PenreyivilrUa 
-7.4%(8.3)104.8'"113.1 0.30%60.7 
8.7%44.51,58% SSM313.4 514.3South Carollna 

36,60/.,125.9 33.S 
Tc,nn(;ssc(; 

0,36%92.172.9South fAlkota 
877.!} 2.4% 

Tex:ns 

10.2857.7 2.48%508:1 
-8:1%(278.8)3,179.79,00%3,458.51,840.2 
11.\)%24.2 

Vermont 

227.30.64%203.2131.6IJtah 
-9.3%(6.8)65.90.19%72.738.2 
-6.1% 
.7.6% 

(42.2),654.7'1.85'1'0378.9 696.9Virginii1 
5(~.5 (46.7) 

18.7% 
615.2 1.61% "329.0Wa!lh.i.rtgtQl\ 

66.3 

Wiscon,in 

41l.01.19%354.7243.7West Virh';nia 
19.4% 
17.9% 

81.5500.5419.0 1.42%289.7 
9.6 

TOTAL 

0,18% 63.6:16.8 53.9Wyoming 
0.0%0.035,.145.335,:145,320,455.1 100% 

•A%lUlleS no Cllt III tolru funding from the amount adually expended In fi::;"al year ']994. " 
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.Republican Governors' Association 
Welfare Reform Session 

I. Qblective 

To have 8 thorough discussion on the broad outline of welfa,e reform among the' 
GOP Governors Bnd Hoose and Senate Republican leadors. 

II. In~es 1Qrj)jscu,ssion 

A. &?IockGrants -- GOP Governors support mock Grants in 3 major areas of 
welfare and social spending: AFDC/Cash Assistance. Food. and Child Care. GOP 
Governors '$re interested Irt exploring Block Grunts in 5 additional areas: Child 
Welfare, Social Services, Employment and Training, Health, and HousIng. 

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

fQ.QQ •• ' Food Stamps, Nutrition Assistance for Puerto Rico. Special 
Milk Program, Child Nutrition, Child Nutrition Com'modlties, Food 
Donations, Womt:n, Infants/ Children Prog(am (WIC), Emerge,ncy Food 
Assistance Program, Congregate 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 
each State in FY 1994. This amount would be adjusted each 
year for inflation. ' , ' 

AEDC/ca~. Aid to Families with Dependent Children (single parentu 

and two parent families)' Emergency Asslstance r AFDC . 
,AdministratIon, and Job Opportunities and Basic Skills (JOBS) 
program. 

" 

Each State would receive the amount equal to the average of 
spending in FY 1990 • 1994. 

I Child Car~ .. , Title I {Education for the Disadvantaged}, Migrant 
Education, Native Hawaiian Famlly Education Centers, Child and Adult 
Food Program, Child Care s'nd Development Block G(antr Child 
Development Associate Credential Scholarship, State Dependent Care 
Planning aoo Deve~pment Grants, Temporary Child Care for Children 
with Disabilities, At·Risk Child Care. Transitfonaf Child Carel Head 
Start, and Even Start. ' ' 

Each State will receive that portion of the Block: Grant that 
equals the portion of the total FederaJ spending received by 
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each State in FY 1994. 

B. FUndioo·- Funding Is eState entitlement. See above for distribution. 

C...~dmlnlgt(atioo -~ Maximum flexibility for States to design -and adminIster 
. programs would be g.iven In ttle 610.ck Grants. Reporting requirements and Federal 

regulations would be minimized. Programs woutd be audited and States would 
repay any mlssJ)Qnt funds. . 

More 	specifically: 

• 	 States will davEtlop plans. detailing how they will l1S0 the funds to 
meet the broad goats of each Block Grant. A copy of 'the plan will be 

. sent to the Secretary, and each State will also submit an annual 
report, with information on the number of peopla 'served, services 
provided, and funds expended. 

• 	 Audits will determine whether fvnds have been,misspent, and States 
will repay such amounts. 

, . The Secretary's ability to require additlonal reponing from States end 
impose restrictions on States will be limited. 

• States may transfer LIP 'to 50 percent from one Block Grant to another • 

States may carryover funds from one fiscal year,to the next. 

Ill. OutstandIng IssvstG. 

A. Medicaid·· Current eligibility tred lO AFDC receIpt; AFDC maintenance of eftort, 
in Medicaid statute, needs to be eliminated.: Other Medlcaid/AFDC linkages need . 
exploratTon. . 

B. Legal AHens -Allow States the option to provide assistance to thIs population .. 
Adjust base amount for each State to re.fleet the legal alien populatIon they would 
no longer have to serve. , 

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

D. AutomatIon~. Funding for information systems needs discussion. 
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TITlE V" CONSOLIDATL\fG FOOD ASSISTANCE f'ROGRAMS 

SJ!CTlON ~. 	FOOD ASSISTANCE BLOCK GRANT PROGRAM. 

Ca) PURPOSE. 

. \ . 	 (1) The purpose of thls act Is to consQlidate Federal food 
assistance into a single black grant to provfde greater fle.xib1llty 
to States to· meet the food needs of the State~ as far -as practicable 
under the conditions in that State. 

(b) AUTHOlUTY TO MAKE BLOCK GRANTS. 

(1) The Secretary of Agriculture shau make grants in accordance 
with this section to States to proVide food and nu trition assistance 
to individuals and families. 

(c) DISTRIBUTION OF FUNDS. 

(l) .The funds appr,opriated to cany out tbls 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 total 
amotmt that State- received for FY 1994 under the following 
progl'alIls:(see attached) . 

(2) The amount received for ITs 97 • 2000 shall not be less than 
the amount received for FY 1996. This amount shall be all 
entitlement for States. 

(3).The amount allotted under paragraph (1) shall be adjusted each 
fiscal year by the Secretary-'to reflect the percentage change in the 
food at };Lome cOlllponent of the Consumer Price Index For All 
Urban Consum.ers for the 1 year period ending May 31 of such 
preceding fiscal year. ' 

(c) M'ETHOD OF PAYMENT. 

(1) The Se9re.tary may make payments to a State in mstalhnents, 
in advance or by way of reimbUl'sement.with necessary 
adjustments on account of overpayments or underpayments, as 
the SGcretary may determine. ' . 

(d) SPENI::>ING OF FUNDS BY STATE. 

(l) Payments to a State from the allotment under section I for any 
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fiscal year may be obligated by the State in that fiscal year or in 
the succeeding fiscal year. Twenty percent of the payments to a 
State from the allotnlent under Section I for any fiscal year may be 
tra.t:lsferrcd to -other block grant programs. 

(e) FlJGIBIUTY TO RECEIVE GRANTS. 

(1) To be eligible to l'~e1ve a grant in the amount allotted to a 
State for a fiscal year, such State shall sublll.1t to the Secretary a 
State plan conta.ini.ng assurances that 

(A) sUch grant will be'expended by the ~tate to proVide food 
and nutrition ass1stance to resident individuals in the State, 
md I 

(B) such grant will be used for admin.1sttatlve costs incUIred 
to provide assistance under this section. 

(2) Prior to expenditure by a State of paymeflts made to 1t under 
this section for any fiscal year,· the State .shall report on the 
intended use of the payments the State Is to receive including 
i:rlforination OD.. the types' of activities to be supported and the 

, eategOl'ies or characteristics of persons to be served. The report 
shall he transmitted to the Secretary and mide public 'Within the 
State in such manner as to facilitate COll'llne.nt by any person 
(includingaoyFederal or other public agency) durlng development 
of the report and after its completion. The report shall be revised 
throughout the year as may be necessary to reflect substantial 
changes in the activities assisted und.er this section. aIld any 
revision shall be subject to the requirements of th~ pr~v1ous 
sentence.. The Secretary shall not impose additional reporting 
requirements on States. 

(f) ANNUAL REPORTS AND AUDrts. 

(1) Annual Report.: Not later than December 31, 1996, and 
annually thereafter, a State that receives a grant under section I 
shall prepare and submit to the Secretary a report, 

(A) Specifying the uses for which the State expended funds 
specified under Se.ction I and the amount of funds expended , 
for such uses; and 

(B) Containing availabl~ 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 

http:COll'llne.nt
http:conta.ini.ng
http:sublll.1t
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unde.r'Section 1 during the period for which such report is 
reqUired to be submitted. 

(2) Audits: 

(A) Require.ment. A. State shall, after the close of each 
program periGd coveredby a report submitted under section 
I audit its expenditures during such program period hOlD 
amoUllts received under this section. . 

(B) Independent Auditor. Audits under this section shall be 
conducted by an entity that is 1ndepetLdent of any agency 
,administering ac:tivities tb.at receive assistance under thi! 
section and be in accordance with generally accepted 
auditing pr1.ndples. 

(e) Submission.· Not later than 30 days ,after the completion 
of an audit l.ll1de:r this. section, the S~a.te shall submit a copy 
of the audit to the legislature of the State and to the 
Secretary . 

(1) Repayment. Each State shall repay. to the United States 
any amounts determined through an auciit under this 
section riot to have been expended in accordance with this 
section, or the Secretary may offset sl),ch amounts against 
any othel' amounts to which the State ~s or may be entitled· 
under this section. 

SECTION II. DEFINITIONS. 

(a) Seaetary. 

(1) Secretary refers -to the ·Se,cretary of Agriculture. 
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MEDICAID FOR WELFARE-SWAP 

.' Impact on Federal and State Budgets 

• Trends·in Welfare and Medicaid.Costs 

• Coverage and Cost-Issues for Medicaid Program 

.. 

.• Impact I Issues for Welfare 

~ .. 
\, 
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o 
~ 
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Expenditures For the Swap: ·1996 

,Fed. Welfare: State 'Medicaid: ' 
$48 billion $78 billion 

$80 

(/) $60 
I:: 


,.0
. 
m 

.1:: $40 
~ 
CO t0 

" 0$20 

$0'-1--1

DSH: $9 b 

. WIC:$4 b 

If;J~l:i · :~~:s: 

Non-acute: 
$25 b 

Acute: 
$43 b 

Kids & Adults: 
$22 b 

Aged & . 
Disabled: 
$47 b 

By Services By Recipients 
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Federal Welfare & -State Medicaid 

Comparision of Expenditure Trends 
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Estimated State Fiscal Effects of 

. . Medicaid for AFDC/Food Stamps/WIC Swap . 

(state fiscal effects in millions) 

" 

. Fiscal Year 1996 

State 

Projected State 
Costs on Acute 
Care Medicaid . 

Projected
Federal Costs 
AFDC + FNS 

State Gain 
(Loss) 

-

California 
Connecticut 
Indiana 
Michigan 

$6,941 
$446 
$742 

$1,584 

·$6.882 
$478 

. $778 
$2,086 . 

$59 
($32) 
($36) 

($502) 

Mississippi 
Texas 

$219 
$2,~ 

$647 
$3,540 

($428) 
($1,492) 

U.S. Total' - ' $43,150 $48,297 ($5,147) 

.  Fiscal Year 2002 

. Projected State Projected State Gain 
Costs on. Acute Federal Costs (Loss)
Care Medicaid AFOC + FNS 

$12,979 '$8,838 $4,141 
$835 $614 $221 

-
$1,388 $999 $389 
$2,962 $2,679 $283 

. ,. 

$410 $831 ($421) 
$3,830 $4,546 ($716) 

$80,700 $62,022 $18,678 
* Medicald estimates for 1996 were calculated by HCFA; estimates for 2002 assume the. national growth rete for acute care eecvicee. 

** Food & Nutrition Services program estimates past 2000 were c:ak:ulated by ASPE staff. 
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elfa:re Cutting as'Welfare 'Reform' .". 
.. ';,By HERBERTSTW: s'upposed itself 10 be the reform. the mea· pie out oftl1ewelfare pool ,as quickly as 

The Republican promise to cut taxes sure that will cure /the unwanted condi· possibl£'; .byimproving their productivity; 

and balance the budget while not redUCing'. tions.Here we are in danger of repeating to reduce 'the flow of new entrants into the' 

expenditures for defense or Social Security 'the error of the extreme supply·sidism. welfare pool. by therapeutic measuresbe-.' 
 I';'" 

raises many interesting issues. But most . which I called the "pUIlk" suppJy,sidisin. gun. at infancy of1lefore; .andat'the same ... ( 
' . 


of the.issues are not very important. For of the early 1980s,' " " time to maintain atleast minimum condi- . 

" 

/.

example. I'find the idea of cutting capital Theargument!henwas that cutting the tions for the. people who, for all otirefforts~ 

gams ta,xatlon or of enacting a constitu- taX on i~come would.cause people to work will,remaiit in theJl?OI. ThisJsa ~ard task.' . 

tional amendment requirtng a balanced and ,invest more to earn more income. and it will not be che~p. For example. on~·. ':',' 

budget interesting. mainly because of the which would increase the taX base; and common proposal thesedaysistoputt!te ' " . ',' " 

high content of hypocrisy and ignorance in therefore would yield more revenue. But l!lost .disa4van~ged childten:in' Qrphan· ... ,,'. . 
 , ",1 

the arguments for these proposals.. But! the "therefore~' proposition was~not aJog·. ' ages..'That w'ill~ertainly cost more than' " . 

don't think that if adopted they,would do ical consequence alid was not, in ,fact; leaving them where tney are;, A. PQsitive', " 

much harm. valid~ If a tax cut of 30%, caused an in,program for welfare reform, will also ,in·' . ' 


. What I do think is important is the pos· 'crease,of the tax base but the increase was vqlve more' ~xpendituresfor training, for ; 

sible implications of the proposed budget only, say. 5%; the revenue would decrease," day car~, foi'public-service,employment, , 

policy, which may be better calIed a bud- not increase. Everything depended on the .for Close supernsionof expectant mothers-;' ' 

get attitude" for welf~ programs. - relation between the size of the tax cut and and for other thing's;,'. . , .' ,,' " " : : >, " 

. When proponents of the n~w program the SIze of the increase in the tax base. , In the long,. run a successful,w.eifare 'j 


are asked where tney would cut experidi· Now peqple say'tliat if we' clit the wei· program may' reduce budget costs., But, 

, tures they usually start with cutting con~ fare, benefits given to young. unmarried, , ,that run is likely to tie very long. Our best , 

!gressional staffers. That is OK with me. I ,-	 ,hope is .with. the. next generation, 'and, it ' 
" 

'.':,
.' have often testified .before congressional . B~oa,r.d .. o'··,f Contn,.bu'tor.'·s" may be a generation<'beforewe,see anY're-' .

committees where the hearing room was. duction. of costs. I cOuld be ,wrong about: ' 

filled with staffers, few ofwhom had any this.Perh~ps someone knows way~to re;.... ' 

good reason to be there. But the entire cost ' ducethe welfare popUlation,qUickly" and;, 

of Congress. including the'pay of. the memo In the long run,. a su,c., cheaply 'without cruelty to'those who are 

bers, amounts to orily about 1% of the fed· now part of, it. I hope so. The main point 

eral deficit. . ce$sful . fl?elfare . program " is to ,try to solve the problem, as'econorn'- ',' 

Wbat's Excluded .' ically as possible. and with the hOpe of re.
.J 

, " . may reduce.budge,t .costs. :~ . ,ducing costs in the end, but not with fe.' " :'J"Next in the list of propoSals is "weI·,· . " duction of costS in' the,shcirt rwiasthe,' , '.,'

fare." What is meant by welfare in. this, . But that run is, likely to be .maiD objective and requirement: . 
,r:..context is money paid, by the federal . l : 	 ' , 

. \! 

government to people because they are very ang. .The ~aln Re3$on' • , . 

poor: It does not include money paid to Why should(theHAmerican middle-class" 

people because they are over 65 years of. mothers, young immarried wortten wi taxpayer ,be asked to bear the present 

age,' or because they are farmers or~' have fewer children.. QED, cutting the ben- ,.costs. or even Iiu'ger ones, of dealing-with' " ' . 


. cause they are veterans, or the special efits will cure. or at least ,ameliorate, the. .theweIfare' problem? Something coUld be· 

benefitS provided becailSe they have problem. BuUf cuttiIig the benefits by. saidaboutmcreasing the personal secu... .. /' 

health coverage provided by their em· say, 500/0 reduces the number of children rity of the middle class, or about the .' ' 

ployers or because theY' are in the busi- newly boni to young unmarriedwomeri by, ,gains ,fl'Om iri¢reaSing the productivity of, 

,ness of ptoducing textiles•.." ..., say, 5~,the problem is not reduced but is the labor force;' But -those are, notth~: ' •• : 


These welfare expenditures, the pay-. aggravated. There will be more misery main reason. The, main reason isamoral', " 

ments ad4ressed specifi¢allyto poor pea-among childreri;";'that is. somewhat fewer '.one: It is not right for a countrf·asrich" 

pIe. amounted in fiscall~4.to about SI85 .children bufeacli in amtich more miser' - as.the.,U,S. toallo,w,so manyofits resi· 

.billion. 13% of total eXPengitures orabo)lt . aple condition. . dents to live in misery and squa"tor with-. 
90,% of the deficit. I suppose that what pea-' : ,Probably ~e enlargement of welfare. out making' a strenuous effort to prevent' . 

. pIe genera!:, think of as ,welfare is Aid to programs that beganiri. the1960s con. it.. Or it is an aesthetic ,reason. America .' , 
'Families With Dependent Chilctren, but' 'mbutedto the conditions we now deplore. the beautiful is not :beautiful with so· 

'·nthat costs the' federal government only The size of that contribution is, however, \ much ugliness in itS dUes.' . . 	
. " 

i 

about S16 billion a year, about 1% oftotal ,quite unclear. A lot of other tnings have 'Noteyeryone wiU share thisview,:A, 

expenditures or about 89'0 of the deficit~ happeile4 in America, culturally and eca- . taxpayer maysa,y, '~This,moriey ram pay~ . 

The costs of Medicaid and food stamps are .namicalIy. in:the'pa$t 30 yeats .that may ingdoesilot go for. me or'for myfarriily.ot

much larger. .-. 'have contributed t~the problem. The'de- even for anyone:like' me. and 1don't want. ", 


Hardly anyone starts by saying that ;, clin,e in real per-capitli ben~fits .nthe . to pay:it.";ThatwollId t>e morecandld than 

his object is a cut of welfare. The"usual. 1980sdicl not seem to cauSe a reversal of . sayingthal I,am going to showmy:'com·: . 

formula is that what is wantedis a "rn;: .t~etreI1d...· . . '. passion for, the poor ~y spending l.ess' ... 

form" ofwelfare. The existence of certilin. Butthis history does not matter much. money on them. Itwould be an; hOnest poi-. 

highly undesirable conditions is recog- We cannot,era,se the slate and write policy ,sition; If welfare "reformers" who .feeL. 

nized-unmarriedteeil'age mothers. in· fo'dheconditions as they existed 30 years. ,thatway.woUtd say so, the iSSue woUld be :, ... • 

fants not properly cared for, chUdrenago. We have'to deal with the conditions . clem:er and the, AmericanpE!Ople couid ..... 


.	poorly educated,. adult~ With no regUlar that now, exist: We.have,millioris of young make a better chOice. Instead, they· now, '. 

attachment to the labor forc.e. The "reo: etiildienbeing raised in.unfit surround. seem to be offered a: choice between Cutirig, 

f?rm" is ~upposed to cure those ,condi.. , ings, millions of too-you,ilgsingle mQthers; the 'problem, by spending lesS ,money and' 

hon~. B~t It IS also supposed to en,taIla re- milUons of peOpJe,with low ornegative pro- ,not'Curing the, 'problem by' spendiilg'mot~, . \ 

~uctlOn In. th~ .costs o~ welfare...a red~c~ d~ctivity': If a~ the welfare prcigranis ;Were, lOOney; The answer to that is simpler than, .. 

ti?n . of sl~iflcant; sIZe and. occllrrl:Pg / eliminated tomorrow. thesepeciplewoilld realio/evet is. ' . 

Wlthin the time honzon for which we\JSll' be here the next day, and. most of them ..., " . .'. •.' . . 

ally budget~ say five years: .... , woul~be:heretlle next ye~ahdl0years ',.. A former: chairman .~fthe p,.esidei/.t's,:, ,: 


In fact, 18 th~ starkest and mostgen~f!Om, now. .' .' Council ofE.conomic.AdvisersMr; Stein is . 

eral, perception tne 'cutofi'expenditures is ,', pur·challenge 'now'is, to' U'y to get peo-' ,:izii:A:meHcanEnterpriSe Institiliejellow:;:" ~." 
 . '-~ 

. . , . \ 	 ' ". ' 

.,.. 
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J 
ITh€Yeltsi~ Prbbl~~ .. ./l 


,.' When t~Russian Foreign Minister defends and shed muc~ of the lTlo~al authori~y-(e gained in 
Moscow's military assault againsLthe breakaway' ,his'fight for reform. It is un..clear~'Vi much control 
republic of Ch~ch'hya by comparing Boris Yeltsin to he retains over an, army embarr. ssed, by.its per

,Abraham Lincoln,\it is clear Moscow is anxious,. formance in Chechnyaand emlj t~red by a loss' of 
about the small bU\savage confrontation in, the resources and stature. Mr. Ye sin \viII find it hard 

, Caucasus. Andrei Kozy{ev's desjr~to make the war now to rise above the fracr us' politica] forces :in 
more comprehensible t~Americansis uridersta,bd- Moscow: His prospectS 'for re-election in 199.6 are 
able. Mr. ,Yeltsin's misfiandling of the Chechen declining. " , ",., . 
rebellion is sure to strengt'ttenthose ,who want to, ' All ,this makes, it ssential that .Washington, 
end American assistance andr~turn to a strat.egy of have a Russia policy;, at aYeltsin policy . ..while, not 
containing rather th,an befrien ing. Russia. That . writing· off Mr~ ,Y71:SiIi, President Clinton must' 
would be a, mistake, but somerec libration of long- avoid the sort ofbparhug that left Presi~!,mtGeorge 

. t.'term'American poiicy is waminte ,Bush 10cked'in,;Mr.,Gorbacl.lev's erribrace.Ameri~' 
Recognizing tliat the' brutality, of e attack has can policy sh,9Uld be anchored ip support of econom


under'mined Mr., Yeitsin, PreSident inton has ic, politicayand military reforf!1 in Russia and,the 

urged him to end the killing of Civilians aRdaccept. ' institutions' and people making it happen. That r' 


an offer from theOrgantzation for ,secu~it'y and inean¥feaChing out to other,democratic leaders 

Cooperatio" in Europe to help mediate ,a poU~cal like/Ye,gor .Gaidar, the former Pr,ime Mini~ter, , 

settlel1')ent. Moscow should not refuse. Belatea~, cementmgtles already formed between,Amerlcan 

Mr; Yeltsin says hets trying to put themiIitaryOn~"
and Russian Government agencies,'and expanding, 

. \ : " .tighter leash and end the in~iscriinil'!ate bombing O.f' excharig~s b.etween ~eriior m~litaTy ~ffici,als ... " "., V\ ' 


Grozny, the Chechen capital., Unfortunately" the, ' "C;uttmg off assistance Is"not In 'Russian ,or , ~, 

army's sledgehammer approach'has,alreadYl<lis- American interests~ Subsidizing the dismantlirig of ' 

honored the important principle that,Mosc,9-whas anucle).r. ,weapons in the fonner, Sovier Union, one, 

right to maintain the cohesion of the Russian feder~' .exampI~is' an indis~nsableinvestment in ppst

ation, and in extreme cases like Chechnya;,may use ,cold~war s€curity. Congress has appropriated $L27, 

limited milit.ary force. '/ ' " ',,' billion f()r that'-g,urpose since 199.2. ", ",' ' ," 


But the' White House inus~/look bey()nd the 'After long~elay, th~ lnte'rnational Monetary, ' 

Chechen crisis, for it has alteted thEq:mlitical,pic-' Fund is negotJating\intensively with Russili about, 

ture in Moscow and Wasttington. Like Mikhail Gor~, providing $13,billion~despe,:r:ately,needed to help, ." 

bachev, who lost pOlitical'traction athorrie before he ,stabilize the economy a~slow the'inflation rate. '// 

lost his job, and~ho,-emained thepiyot 9f Ameri-, D~laying or conditioning th~\,aid because, ot..the , 

can policy towa~ ,he Soviet Unioillongafterhis" Chechen conflict ,may have short-term POJitical' 

leadership had ecomeillusory, Mr, Yeltsin is, in, appeal; the one sure way to,prev~ntthe assistance,' 

trouble,b~fore his country or the world, isprepared ' ' frOri1indirectlyfj~ancingthe ~ar i~~titon\hold. ,,: 

to deal With the consequences; Secretary of State " ' "B~t fl,lrthe,r delay m, helping to shore up ~Ru?Sia:~, 


Warren ,Christopher cannot wish a~ayt~eproblem , economy,would 'punish the,RUSSian 'people..{or M,r.. ' 

. ' ~ .' .with expressions of.faith in Mr; Yeltsfn. , "Yeltsin's:error.'If.Mr. Yeltsinistruly comIllI'tted to: 

, Mr. Yeitsin has ,lost thesupportof moderate',' milking Russia democrati~lhe/must move quickly , ' ::.c 

.political leaders, ~~:roW~d~I~~:"le ~~ a~vise,~s,,~:~"11d ~~ war. in Chechny~. . . ..... .,', .... "'~'?"''''t,;,\,;,-: 
PresidentClinton.'sWelfare"Waffle' ,'", ',~ ',' . 

,til 
Everyone ,agrees that welfare needs ,reform!:, :Would not run out before theirnaIlles ~~re calied: ' ':t 

,i-otoo mariyprograms do far too little to boost recipj- Puttfngannual caps on, ,welfare programs is ' 

ents toward self-sufficiency. But HouseRepubli-misguided.,For start¢rs,welfare is not draining .the 

cans do not just want', to reform the system's Treasury. Cash assiStance, food stamps and Medic

opera~ion. Theyst:ek to demoUsh the core prinCiple aid cost)ess than' $150 ~illion a 'year; by compa~i- ' 

that any American who becomes truly ,needy is , son; two other entitlements :""'Socia}' Security and,' 

entitled to support. ' ' ' '. ., , ,Medicare':"'cost neartY',$50'O billion., . " . " 


It is dismaying,but unsurprising;'that:Spel';lker " If welfare is )umped in with other discretionary 
, Newt Gingrich and his compulsive band of budget ,progr~in~, it will shrivel disastrously over ti!Ue. ' 


cutters would tear up theci>untry's social safety, H£'venwithout a balanced, budget amendment,'total 

net. The shocker came last week, when a timid" ,discretionary spending will be held' frozen, oyer the ' 


':-White House seeme,d' ready to acquiesce, ' ' , " next few years ; the G;O.P.intends . to drive. it ' 

. . Robert Pear of Th~.Timesasked Avi~ LaVelle,. 'sharply lower., C;ongress would almost c~rtainly. 


,an Assistant Secretary of Health and HumanServ- . .chop~welfare, which has no'· politically powerful . 

ices, whether she would defend the entitlement . constituency. . \ 

status of welfare and Medicaid (healthJnsurance . Besides cruelty, ttie propclsal would make tile 

for. the poor) .. She answered"-' reflecting White economy increasingly vulnerabletorecession. Now, 


, House thinking; officials there say ...;....·!No, I can't. as the economy slows and unemployed workers .. 

... It's jU,stnot smart for us to take an advocacy . qualify forassistance",governrrient automatically , 

position one way or~nother. The ground: is shifting spends more money on welfare. Tilis not onlyhelps '. ." 


L.!!nder ourf~et." . ..' .,. the needy but keeps spending levels high. States 

The ground may be shifting: But wh'en impQr~could piCkup where Congress leaves off. But ,not . 


tant principles 'are at stake, Presidents are sup-' qlany stateswilr.j-ais~ tax~s'durilJg economic hard' . 

, , '.tposed to lead, even if leadership requires digging i times to take care of the p6or.· '.. :"' .. 


heels into .shifting terrain'. The weak-kneed re- . ;The G:O.P.'is right is to Insist that Congress' 

sponse contrasts. sharply with, the President's .retHink who should .and ,who 'should not 'qualify for " 

record: he work,ed to push the laudable,J988welfar~ \velfare.,'Congr~ss might want to cti~rige rules that 

reform bill throiigh Congress and focused his Presi~ ~urtent1y anow upper~inc:ome families: to play ac-

dentlal1campaign around a promise of tm"gh but counting' games ,to trick Medicaid inte;> p'aying for 

compassionate,reform.l. I t would provide uP. to two nLlrsing home care. Co'rigress.might want to require 

years of training;_educa'tion anQchild c~re; but then '_able"bodied reCipients to ,work. Wa~h!ngton might, , ; 


require able~bodiedrecipients to find work or take a want.tOgive states more fIexibiIityto design lower

government job. . , .. co'st ways' to deliver welfare assistance: ..,.,' " 


What House Republicans propose is an annual'· Mr. Clinton knows aU this.. h1deed, he has said .' 

national 'cap" on welfare assistance."and food asmuch-inth.epa,S.~,:B,.ut. n.owhe'wantstoduckthe./;:,:~.< 

stamps: the total amount of weUare money from .'issue, WhEm Secretary Donna Shalalaof Health and .. '. 

the Federal' Government would be fixed rio matter·. .Human Services goes, to 'the House this week, ~o ...., 

how many applicants would qualify for assistance; testify,she should not be allowed to do the'same.', " ' 

Under Republican rules, ~ mother:; -and ,children 'Capitol Hillis a perfect place for the Administration ' 


~.... '. .'would,wait in welfare lines and hope'that the 'monE~y ,to find its political guts. . '. .' " , 

, 
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Welfare and Medicaid Responsibility Exchange Act of 1994 


by Senator Nancy Landon Kassebaum 

'March 7. 1994 


Mr. President, later this year 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 question 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 ha;e 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 life, 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 
live in poverty. Five million families with ten million children receive 
welfare assistance. Each year, a h~lf million children are born to unwed 
teenage mothers, the vast majority of\whom wi 11 end up on we lfare. 

The trends are clear, and they are not good. They suggest 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 extremel{ high.
Our failure or success will determine, to a large extent, whether mil ions 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 helping families 
with children. , 

For me, the first basic question to be addressed is not how to reform 
welfare, but who should do the reforming. I 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 result is a hodgepodge of state and federal rules and 
regulations, conflicting eligibility and benefit standards, and coristant push
and-pull between state and federal bureaucracies. 

This may suit the needs of government bureaucracy. It clearly is not 
meeting the needs of ch'ildren in poverty. 

The first step toward real welfare 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 nutrltion' programs and pay for it with money they 
now send to WashinQton for the Medicaid program. The federal government keeps
funding it now provldes 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 legi'slation, 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 rough ly $41 bill fon that the federal government spends for 
welfare and the nutrition programs. : 

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

It also would begin the process of making the federal government
responsible 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 
pr09ram, and I plan to introduce legislation soon to layout my own views on 
Medlcaid 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 in 
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 connections 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 INFORMATION 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 responsibility for Medicaid to the federal government. 


WHY THE SWAP IS THE BEST APPROACH ~O ~ELFARE REFORM: 

",' "states are>in amu'ch b'etterpds if;on' than thefedera,igQver'~mei1tto make ~' 
determina,t ions about programs,pq)v i ding 'ca,sh ,and nonc'a$h assi stance fOT low,:", 
inconie individuals and families. In ,the 'pasfdecade, most;'ifnot all, of the' 
i nnbvat ion in the ,area: of we Hare reform hasorigtnated:atthe ~s tale (iild J~ca 1 
lexe1s. The number of waivers of federal mandates, regulations 'il,nd .rules 
being requested by states demonstrates a number of ,significant thin~s: 

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 become a barrier to 
operating effective welfare assistance prog~ams. 

In the past decade, the momentum for restructuring the we lfare 
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-s i ze-f its-a 11" federa 1 we lfare ass i stance program is 
not able to adapt readily either to this diversity of situations or 
changing conditions. 

In contrast, the federal government is 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 ;s a need for the 
development 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" PROPOSAL: 

• 	 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, a~d 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 10~-income 
individuals and families. States will have the responsibility and 
flexibility to design and operate. assjstanJ:e programs without, federal 
rules, regulations, and mandates. .' , " ..':" ,:" . " '.' 

<~;:, ",.' ,,~. ~'l. i.' ',_ "--~ft:":::"':l>-- .,,,' ~;:, _'. -.~ ;,., '. ;_::.i~_,·,~'._ - !i~:';t.'i,,,. , 4~t-.r'.'.,~, ~, ",";J:"~ • 

.... 'In return, the. states will 'receive a federal supplement to. th,e'state' 
share of Med'ica idexpenditures'equa 1 to the.,.a,l1!ount 'currentlY"spent ,:by t.he: 
federal government ';.n a g tven statef.~:r;:·';AFDC ,:t09cl'. s.t.~nip~ .il,n.d, WI C 'I 

(adjusted annually foaccount "for cha'ngesfn poj:)Ulafion"an'd in"flat'i'ori).~'
. ," , 	 ".. . . . 

" - 

• 	 State Medicaid benefits and plan options wlll' be' frozen at the 
Janua,r'y 1, 1994, levels .. II) the process ofredesign,ing 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 ~edicaid urlder the current law. 

• 	 'After five years, the federal government will assume responsibility for 
Medicaid (or its equivalent under a new national health care plan). 



" 

I •-, Medicaid 	 Food Stamp Medicaid 
1ST State Share 1994 AFOC 1994 Program 1994 WIC 1994 (AFOC+FSP+WIC)
~NNN __ _______________________________________ _______ ----------------------- ~ ~ 

" 
AL 496,028,000 83,109,394 501,072,318 71,117,000 (159,270,712) 
AK 127,480,000 62,106,365, 53,930,360 10,698,000 745,275.. 
AZ 561,553,000 196,232,543 433,217,573 59,910,000 (127,807,116) 
AR 280,248,000 47,447,808 230,226,756 44,093,000 (41,519,564) 
CA 8,106,973,000 3,138,454";1:-80 2,383,573,707 385,760,000 2,199,185,113 
CO 562,152,000 100,902,860 246,489,856 34,343,000 180,416,284 
CT 1,169,094,000 200,241,366 162,316,932 41,522,000 765,013,702 
OE 141,216,000 22,810,473 51,879,148 8,406,000 58,120,379 
DC 331,973,000 67,497,817 91,765,506 10,112,000 162,597,677 
FL 2,759,117,000 515,387,946 1,434,158,960 136,789,000 672,781,094 
GA 1,196,057,000 299,014,716 726,666,754 105,205,000 65,170,530 
GU 3,265,000 4,117,898 20,134,757 4,407,000 (25,394,655) 
HI 240,870,000 76,179,538 142,104,169 19,924,000 2,662,293 
10 106,409,000 22,362,518 62,816,383 20,634,000 596,099 
IL 2,577,265,000 470,670,185 1,141,965,464 132,974,000 831,655,351 
IN 1,246,783,000 178,494,601 443,916,509 70,816,000 553,555,890 

... 	 IA 403,073,000 112,964,096 159,768,255 31,426,000 98,914,649 
KS 389,627,000 83,830,974 153,451,007 29 , 8 6 8 , 0 0':0 122,477,019 
KY 567,845,000 170,288,835 462,339,685 61,968,000 (126,751,520) 
LA 1,189,270,000 135,474,713 708,910,185 83,406,000 261,479,102 
ME 333,149,000 75,912,184 121,629,486 15,603,000 120,004,330 
MD 1,169,535,000 187,355,694 366,699,285 44,421,000 571,059,021 
MA 2,257,484,000 409,618,332 358,125,142 55,007,000 1,434,733,526 
MI 2,165,169,000 742,491,923 907,155,282 107,593,000 407,928,795 
MN 1,123,929,000 247,909,622 263,434,572 46,072,000 566,512,806 
MS 277,997,000 72,649,192 447,649,248 53,802,000 (296,103,440) 
MO 969,665,000 183,211,175 517,917,671 66,638,000 201,898,154 
MT 110,143,000 37,866,499 60,644,145 12,395,000 (7'62,644 ) 
NE 254,845,000 56,480,146 88,686,882 18,846,000 90,831,972 
NV 218,467,000 28,933,525 92,968,695 12,498,000 84,066,780 
NH 469,725,000 29,899,689 50,451,268 11,302,000 378,072,043 
NJ 2,512,671,000 356,204,375 535,153,839 73,384,000 1,547,928,786 
NM 167,605,000 91,000,782 212,249,777 29,408,000 (165,053,559) , 
NY 11,671,460,000 1,635,945,100 1,978,040,977 248,959,000 7,808,514,923 
NC 1,170,938,000 260,069,792 528,141,489 91,268,000 291,458,719 
NO 76,991,000 22,352,465 40,241,397 11,164,000 3,233,138 
OH 2,274,868,000 626,425,152 1,204,369,263 133,740,000 310,333,585 
OK 312,354,000 143,755,609 322,588,775 50,064,000 (204,054,384) 
OR 432,164,000 140,703,219 260,003,127 34,869,000 (3,411,346) 
PA 3,081,206,000 545,182,143 1,077,272,223 133,530,000 1,325,221,634 
PR 108,500,000 81,428,646 0 11,498,000 15,573,354 
RI 360,163,000 72,488,392 80,877,781 12,615,000 194,181,827 
SC 329,076,000 92,177,779 333,186,251 64,504,000 (160,792,030) 
SO 91,284,000 18,491,010 48,068,465 14,175,000 10,549,525 
TN 1,173,316,000 174,536,082 657,518,220 '70,822,000 270,439,698 
TX 2,985,841,000 379,095,548 2,439,266,641 280,620,000 (113,141,189) 
UT 138,662,000 61,015,569 110,178,897 30,550,000 (63,082,466) 
VT 112,742,000 40,791,796 43,818,976 10,136,000 17,995,228 
VI 3,337,000 2,952,912 23,096,959 6,609,000 ·(29,321,871) 
VA 977,626,000 130,107,102 487,117,037 66,494,000 293,907,861 
WA 1,192,094,000 374,839,770 414,222,392 52,316,000 ,350,715,838 
vN ,,307,478,000 97,381,077 275,728,184 29,384,000 (95,015,261) 
WI 968,395,000 303,207,247 254,049,134 ,53,734,000 357,404,619 
WY 53,260,000 19,936,306 29,483,438 7,889,000 (4,048,744) 

=================================================~======================== 

62,308,437,000 13,730,004,680 24,240,739,202 3,325,287,000 2 1 , 0 12 , .4 0 6 , 118 



.The, Nutrition, Health, and Economic Consequences 

of Block Grants for Federal Food Assistance Programs 


Food 8M Coneum., ServI_ U.S. Depertm....t of Agrloultuna 

Eoonomlo Rueerah s.m_ J.w..-y 17. '99& 


INTRODUCTION 

The U.S. Department of Agriculture 
administers the Nation's domestic food and 

.	nutrition programs (Appendix A). 
Together, these programs serve more than 
45 million Americans every month. The 
Food Stamp Program (FSP) alone serves 
about.27 million people monthly, more than 
half of whom are children, over a quarter of 
whom live in households with earnings, 
and about 7 percent of whom are elderly. 
The National School Lunch Program (NSLP) 
serves 2!i million children each day. WIC 
provides food' assistance, nutrition 
education, and critical ~ealth 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 
eligible low':'income families or individuals;' 
other food and nutrition programs provide 
supplemental benefits to those with special •. 
needs, such as children or pregnant or 
lactating women. 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 nutriti.ous diet. 

. While food and nutrition programs have 
. long enjoyed broad support, current fiscal 

realities compel a careful review of the 
merits 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 Personal Responsibility Act (HR- 4), a 
key component of' the Contract with 
America, 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 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 year (FY) 1996 for 

. the Food Assistance Block Grant; 

0, Eliminate 
standards; 

all· uniform' national 

o Give States broad discretion' to . 
design food assistance programs, 
provided only that no more than 5 
percent . of the grant support 

. administration, at least 12 percent 
support food assistance' and 

http:about.27
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nutrition education for women, 
infants, and young children, and at 
least 20 percent support school
based and child-care meal 
programs; 

o 	 Eliminate USDA's authority to 
donate commodities; USDA could 
,only sell bonus 'commodities' to 
States; 

o 	 Require most single individuals or 
childless.couple: to work at least 
32 hours per month in public sector 
jobs; and 

o 	 Eliminate assistance for vir1;uaUy all 
, noncitizens, legal or not. 

This paper examines the consequences of 

the 'Personal Responsibility A~t on the 

,existing food and nut:-ition programs. First, 

we look at the impacts these changes 

would have on the food assistance safety 

net.' Then, we examine the effects of 

these changes on the nutrition and health 


. of the American people, particularly, 

children and the poor. Next, we look at ' 

what, might happen to. the food· and 


," agriculture industry and the economy in 
"general. Finally, we explore how these' 

changes could, affect States' and the 
individuals currently served by' food and" 

, nutr!tion programs. ' 

While this analysis concentrates on the 


" 
, . change~ put forward in the Personal 
. 

Responsibility Act, it is important to note", 
. "that 	virtually'any proposal .• that includes

" . "'-, , 

. .' substantial " reductions in' funding , or '" ' 
.' creation of large-scale block grants would 

have similar consequences. ' 
".,:'" 

1 '.' 

FINDINGS 

Enactment and implementation of the 
Personal Responsibility Act would have 
substantial consequences for the safety net 
of food assistance programs now in place; 
for the, nutrition and health of low-income 
Americans; 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 significantly reduce federsl support 
for food and nutrition assistance. ,USDA 
funding for food and nutrition assistance 
would be cut by more than $5 billion - or 
'13 percent - from the FY 1996 current 
service estimate and by, $3 billion below 
spending in FY 1995. ThQ gap between 
current services and the adjusted block 
grant funding would widen to $7 billion in 
FY 2000 and total nearly $31 billion over 
five years (Table 1,). , 

The Personal Responsibility Act would also 
,eliminate funding for elderly' congregate 
and . home-delivered " (meals*on-wheels) 
meals provided through the Administration 
on Aging (AoA). In 'FY 1995, AoA 

, provided' $470 million in addition to the 
$150 million provided through the USDA 
Nutrition Program for the, Elderly. Funding .' 
for these programs' would need to 'come 
from ,monies appropriated under' the 
Personal F\esponsibility Act. ' " 

Ail food and nutrition assistance would be 
forced to compete for limited discretionary 

"funds. States' ability to deOver nutrition ~ 
benefits would be subject to changing :. , ' 

,_. " ;. 

, 'ft': 
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,Tabla 1 - Effect of the Personal Responsibnity Act on USDA Food Assistance Program Costs 
(Dollars in millions) 

, 

Rscal Year 
Total 

1996 1997 1998 1999 2000 

Current Law: ; 

Food StampslNAP $27,777 $29,179 $30,463 $31,758 $33,112 $152,290 

Child Nutrition 8,681 9,269 9,~03 10,556 11,283 49,692 

WIC 3,924 4,231 4,245 4,379 4,513 21,291 

All Other ,382 351 351 351 351 '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 

Difference -5,164 -5,891 -6,206 -6,585 -7,046 -30,892 

Percent Difference -12.7% -13.8% ' , -13.8% -14.0% -14.3% -13.7% 

Notes: 	Based on current sarvice program level for USDA food assistance programs in Department 
estimates of September 1994 (excluding projactad costs of Food Program Administration 
but including anticipated mandatory spending for WlC, 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 includes the cost of the Nutrition Assistance Program in Puerto Rico. 

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

. 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 Reservations, 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 increase in total population and the cost of the Thrifty, 
Food Plan for the preceding year. Totals may not equal sum 'of columns due to rounding. 

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

, year. Moreover. the authorization ceiling in . 
every future year would be ,based on the 
previous year's appropriation. If the Food 
Assistance Block Grant is reduced in one 
year to support other priorities. funding for 
future fiscal years would be permanently' 
lower. As a result. the difference between 
the ,funding needed to' support current 
services for food assistance and the 
funding appropriated to support the food 
assistance block grant could be even 
greater than the estimates reported here. 

Under the proposed block grant, food 
assistance programs would be unable to 
respond, to changing economic 
circumstances.' Historically.' the Food 
Stamp and Child Nutrition programs have 
automatically expanded to meet increased 
need when the economy is inrecession and 

, contracted when the economy is growing. 

Under current law, if a family or individual 
is needy enough 'to qualify for Food Stamp 
or Child Nutrition benefits, they are assured , 
of benefits regardless of where they live. , 

,These families and individuals need only 
apply to receive these benefits. Thus. as : 
unemployment and poverty grow. so does 
program participation, cushioning some of 
the harsher consequences of economic 
recession. 

It is not possible for the Food Assistance 
Blpck Grant. or any other block grant. to' 
respond to economic' or demographic,' 
changes in this way. While the number of 
people eligible for and in need of assistance 
will grow as, the economy weakens, 

" unemployment 'rises, or poverty increases, 
they will not necessarily be entitled to 

receive 'any support. ' Because federal 
funding . for food assistance would no 
longer automatically increase in response to 
greatar need, States would have to decide 
whether to cut benefits, tighten eligibility,' 
or dedicate their own revenues to anti-
hunger programs. 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. 

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

The importance of the loss of an automatic 
adjustment to food assistance 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. Had total food 
assistance been cut by 13 percent in 1989 ' 
and then adjusted by changes in total 
population and food prices - as proposed 
in the Personal Responsibility Act ..: the 
block grant in 1994 would have been over 
$12,. billion less. than the federal support· 
actually provided for food assistance (Table, 
2), a reduction of about one-third. Over 

,the course of 'five years" the shortfall 
, would have amo~nted to $46 billion. 

Even in the absence of' the initial 13~,;,' 
percent funding reduction called for in the " 
Personal Responsibility Act, the block: grant 
adjustment would not have kept 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 Illustration of Food Assistance Block Grant 
" (Dollars in millions) 

Year 
Actuai· 

Food 

With Initial Reduction • Without Initial Reduction 

Adjusted Difference Adjusted Difference 

Assistance Block 
Grant Total Percent 

Block 
Grant Total Percent 

1989 

1990 

1991 

1992 

1993 

1994 

$21,697 

24,778 

28,849 

,33,519 

35,397 

36,928 

$18,941 

20,666 

21,971 

23,232 

23,369 

24,374. 

-$2,756 

-4,112 

-6,878 

-10,287 

-12,028 

-12,554 

-12.7 

-16.6 

-23.8 

-30.7 

-34.0 

-34.0 

$21,697 
, 

23,672 

26,167 

26,612 

26,769 

27,920 

N/A 

-$1,106 

-3,682 

-6,907 

-8,628 

-9,008 

N/A 

-4.6 

~12.8 

-20.6 

-24.4 

-24.4 

Notes: Actual food assistance includes total federal cost of all USDA food assistance programs, 
excluding Food Program Administration. The co~t of food programs operated by the' 
Administration on Aging in the Department of Health and Human Services are not included • .. 
These figures assume that Congress would have appropriated the full amount authorized in 
each year. The block grant authorization is adjusted by the change in total U.S. population 
and the Consumer Price Index for Food at Home in the preceding year (ending on July 1 for 
population and in May for the CPl). ' . 

• 	 The initial 1'2.7 percent reduction inthe first year is eQuivalent to the estimated percentage 
reduction in food assistance funding in the first year of the Personal Responsibility Act as 
shown in Table 1. 
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block grant proposal would have similar 
effects because no formula adjustment can 
replace the automatic adjustments built 
into the Food Stamp and Child Nutrition' 
programs. 

The. p,oposed block gl'llnt would shih ' 
spending smong food sssistsnce p,ogl'llms. 

, The floors and ceilings on spending' for 
administration, for services for women, 
infants and young children, and for child 
nutrition would redistribute the funds, 
available for these ,broad program 
categories (Table 3). The minimum set

'aside for food assistance and nutrition 
education services towoinen, infants, and 
young children would be about $860 
million more than the anticipated spending 
on comparable WIC services in the FY 
'1996 baseline. The minimum set-aside for 
child nutrition services, excluding 
administration would be $1.2 billion less 
than the comparable baseline. The funds 
remaining would be $3.7 billion below the 
projected current service level for all' other 
programs, including the Food Stamp and 
Food Distribution programs. 

The federal share of State administrative' 
expenses for food a,ssistance programs 
now, averages about eight percent, with 

, substantial variations among States. Under 
'the Personal Responsibility Act, States , 
could use no more than five percent of,' 
their grant on program administration. 
Thus, tne ceiling would effectively reduce 
federal support for administrative costs by 

'more than one-third. " Because the bill 
,', would not require States to contribute any 

'of : their 'own, funds to program 
administration - while current law requires 

.' ,"" 

::theni 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 Health 

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

The scientific link between diet snd heshh ' 
Is c/.., - dietary intake is linked to major 
chronic 'diseases, including heart disease, 
stroke, diabetes, and certain forms of 
'cancer. Fourteen percent of all deaths, 
about 300,000 per year, are linked to diet 
and activity patterns. Furthermore, small 
improvaments in average dietary intakes 
towards the' Dietary Guidelines for 
Americans have a large .. value. Very 
modest reductions in fat, saturated fat, and 
cholesterol intake due" to food labeling 
changes (from o~1 to 1.4, percent) were 
valued by the Food and Drug 
Administration at $4.4 biilion to $2~.5 
billion over 20 years. 

Low-income households s,e st g,este, risk 

of nutrition-,elsted disorde/'S snd ch,onic 


, disesse thsn the ,est of the populstion. 

There, is a substantial body of research 
demonstrating 'that the incidence, of. 
nutrition-related disorders and health 
con~itions related to poor nutrition is ' 
greatest among the low-income population. 
The Federation of American Societies for 
Experimental Biology, in' a report" on' 
nutrition monitoring in the United States," 
summarizes 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) 

,. F'lScal Year 

1996 1991 1998 1999 2000 
Total 

Block Grant Funding: 

Administration (5%I $1,180 $1,851 $1,938 $2,023 $2,110 $9,108 

Women/Infant/Child (12%) 4,212 4,451 4,651 4,855 5,066 23,301 

Child Nutrition (20%) 1,120 1,428 1;151 8,091 8,443 38,833 

All Other 22,428 23,391 24,416 25,488 26,595 122,324' 

Total 35,600 31,139 38,156 40,451 42,214 194,166 

Current Law Funding: 

Administration 2,864 2,958 3,042 3,154 3,213 . 15,291 

WlC 3,414 3,685 3,699 3,811 3,931 18,552, 

Child Nutrition 8,321 8,884 9,480 10,088 10,166 41,539 

All Other 26,165 21,503 28,142 29,984' 31,283 143,611 

Total 40,164 43,029 44,962 41,042 49,260 225,051 

Difference: : 

Administration -1,084 -1,101 ' -1,104 . . -1,131 -1,163 -5;583 

Women/Infants/Children 
r 

858 112 
. 

952 1,038 1,'129 4,149 

Child Nutrition -1,201 -1,456 -1,129 -1,991 -2,323 -8,106 . 

All Other -3,131 -4,106 -4,326 -4,496 -4,688 -21,353 

Total -5,164 -5,890 -6,206 -6,585 -1,046 -30,892 

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 (excluding the cost of providing nutrition education, health 
care referrals, and other services) for WIC; other program costs (such as printing and 
shipping of coupons) for the FSP; research and evaluation; coordinated review for the' 
school meals programs; funding for,the Food Service Management Institute, dietary 
guidelines implementation, and communication activities related to the Child Nutrition 
Program. Federal Food Program Administration is not included. 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 Adult Care Food Programs and the value of commodities provided to 
schools. 

The current law All Other total includes all program costs for the Food Stamp Program, the 
Nutrition Assistance Program in Puerto Rico, the Commodity Supplemental Food Program, 
the Food Distribution Program on Indian Reservations, the Nutrition Program for the Elderly, 
and Food Distribution to Charitable Institutions and Soup Kitchens and Food Banks. 

This table assumes that COllgress appropriates the full amount authorized in each year. 

Sums may not total due to rounding • 
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o The prevalence of health conditions 
\ 	 directly or indirectly related to poor 

nutritional status is generally 
highest among the low-income 
population; 

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

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

o 	 Intakes ota number of vitamins and 
minerals are lower among the poor 
than among the nonpoor. For 
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 higher 
income levels; and 

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

Most 	of the food sssistsnce and nutrition 
programs .were stsrted in .response to 
documented problems of under
consumption and undemutrition in the· 
United Ststes in' the 1960's snd esrly 

1970's. Results from ,three major nutrition 

surveys - the Ten State Nutrition ,Survey 

(1968-1970), the, Preschool. Nutrition 

Survey (1968-1970); and the first Health 


. and Nutrition Examination Survey (1971
1974) indicated that problems of growth 

deficits, anemia, and dental caries were 


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 health. 
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 contain standards that 
ensure school meals served to America's 
children meet certain nutritional 
requirements. 

Since the nstionwide expansion of the 
Food Stsmp Program snd the introduction 
of WIC, the gsp between the diets of low
income snd other fsmilies hss nsrrowed. 

. USDA has conducted periodic surveys to 
assess the eating habits of the American 
people. These data show that the diets of 
the poor improved markedly between 
1965-1966 and 1977-1978, a period that 
marked the nationwide expansion of the 
Food Stamp Program~nd the introduction 
of WIC. The percent of low-income 
households .. with diets that met 100 
percent. of the· Recommended Dietary 
Allowances (RDAs) for 7 key nutrients . 
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 
population over the same perioc;f. 

Nutritional status in the United Ststes as 
measuredby growth, low birthweight, snd 
hematologicslstatus has improved. A·· 
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, number of reviews credit a part of this 
improvement in the nutritional status of 
vulnerable groups to the safety net 
provided py the food ' and nutrition 
assistance programs. 

o 	 The incidence, of stunting has 
decreased by nearly 65 percent. 
Nutrition surveillance data (CDC, 
1977) from 13 States for the period 
from 1974 to, 1976 indicated that 
22.8' percent of preschool aged 
children were stunted (having low 
height for their age). Similar data 
were reported from the first Health 
and Nutrition Examination Survey. 
However, by 1992, the prevalence 
of stunting in low-income children' 
had dropped to 8 percent (DHHS, 
1994). 

0', 	 Similar implovements in the 
prevalence of low birth weight have 
been documented. In 1965.;1967, 
8:3, percent of all live births in the 
United States were low birthweight 
'(less than 2,500 grams). By 1990, 
the low birthweight rate', had 
dropped to 7.0 percent. 

o 	 The prevalence of anemia in low
income preschool aged children has 
als.o improved dramatically. Data 
from the CDC Pediatric Surveillance 
System indicate that rates of: 
anemia in pre-school aged children , 

'dropped by 5, percent or more for 
most age and racial/ethnic groups 

, . between 1980 and 1991. (Yip et ai, 
1992). Researchers attribute a 
significant proportion of this, 

" reduction in anemia to participation 
inWIC. " 

, Anemia has, for a long time, been 
associated with apathy and 
listlessness. More' recent data 
indicate that physical work capacity 
is decreased with anemia. In 
addition, mild to moderate anemia 
ha$' been associated with 
diminished mental performance in 
school. 

Under, the Personal Responsibility Act aD 
nutrition standards for food assistance 
pl'Ogrsms would be eliminated. 

o 	 The Personal Responsibility Act 
, would eliminate the standards that 
ensure America's children have
,access to healthy meals at school. 
The current law authorizing the 
Child Nutrition Programs ensures 
that the meals served to school 
children satisfy certain nutrition 
standards~ As a result, participating 
children are able to obtain the, 
recommended one-third of the RDA ' 
for basic vitamins and minerals 
essential 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 average .37 
percent of calories from- fat;
compared with the Dietary Guideline " 
goal of 30 percent or less, and: 14:, ' 
percent from. saturated fat, 
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 meet 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. 

o 	 The Personal Responsibility Act 
threatens the key components of 
WIC. Much of WIC's success rests 
on a tightly prescribed combination 
of targeted. food package, nutrition 
counseling, and direct links to 
health care for expectant and post· 
partum mothers and their children. 
Under the Personal Responsibility 
Act, States no longer would be 
required to provide any of these key . 
components. The potential loss of 
these components is particularly 
problematic given the· significant 
body of evidence that shows 
investments in WIC return 
substantially larger savings in public 
health care costs. 

Rigorous studies have demonstrated 
.	that WIC reduces infant deaths. low 
birthweight, premature births, and 
other problems. Pre",atal WIC· 
participants have better birth 
outcomes than eligible 
nonparticipants. Participation in 
WIC increases average gestational 
age and birthweight while reducing 
the incidence of· very low 
birthweight babies and infant 
mortality. As a result. Medicaid
eligible' women who participate in 
WIC have lower health care costs .. 
In the, first 60 days after birth. the 
Medicaid savings for newtlorns and 
their mothers averaged.between 
$1.77 and $3.13 for every Clollar . 

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 the 
incidence of iron deficiency anemia. 

. Children participating in WIC havti 
more nutrient dense diets than 
eligible nonparticipants, with higher 
intakes of iron, vitamin C, thiamin, 
niacin and vitamin Be. 

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

States would not bll held ilccountablll for . 
results. While the Personal Responsibility 
Act eliminates all nutrition standards, it. 
provides no mechanism to. ensure. 
accountability for achieving· results and 
ensuring proper stewardship of federal 
funds. . There are no requirements or 
vehicles' for State reporting of activities, . 
federal oversight of operations, or reporting 
to Congress and the American public on 
the services provided . or the results 
achieved with a multi-billion dollar block 
grant. 

Consequences for Food. Agriculturei· and . 
the Economy 

The Personal Responsibility Act would 
,ultimately mean less money available to 
support food purchases and agricultural 
incomes. This effect occurs in three ways. 
First, the bill would reduce the amount of 
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federal support for food assistance costs. Even without this incentive, many 
programs. Second, the bill· would repeal States have pushed hard for waivers to 
USDA's authority to donate commodities. existing Food Stamp Program requirements 
And finally, the bill would enable States to to piovide food stamp benefits in the form 
move away from food stamp coupons, of cash rather than coupons. Under the 
electronic benefit transfer, . and WIC Personal Responsibility Act, States would 
prescriptions - each with a direct link to no longer need to seek USDA's approval 
food purchase - and provide assistance in and could immediately cash-out any and all 
cash. Retail food spending will decrease food assistance programs •.Cash-out could 
when the same level of assistance is occur in spite of evidence that an in-kind 
provided as: cash rather than targeted benefit is more effective in stimulating food 

. assistance. purchases than a similar benefit provided in 
cash. 

These changes have implications for the 
food, and agriculture industry and the Agricultural producers stand to lose under 
general economy •. A reduction in federal the Personal Responsibility Act. Farm 
support would result in lower retail food income for livestock. v~getable and fruit 
sales. As food spending declines, the loss commodity producers could fall by as much 
in sales would affect earnings of food as $1 to $2 billion in response to a $5 
manufacturing and . distribution firms. billion cut· in' federal support with 
Agricultural· producers would suffer conversion of remaining food assistance to 
decreases in gross farm income as .farm block gra,nts. Income losses for. other 
prices arid food sales., decline. The agricultural producers would be moderated 
economic . effects would not be limited by existing farm price and income support 
specifically to food-related goods and programs. For example. grain and soybean 
services. Non-food sectors would be producers' gross income (which includes " 
affected by reduced government government farm support payments) could 
expenditures in the economy. This would potentially fall by $200 million and federal 
occur through deficit reduction. tax cuts, or grain program costs would increase ~y 
some combination of both. Appendix B $250 million. Gross farm income declines 
describes the procedures and detailed because government payments do not fully 
results of an analysis to estimate impacts. offset the loss of market income. 
for farm and food 'sectors' and. the 
economy-at-Iarge. The impact on the dairy'sector depends on 

the potential losses in fluid milk sales if the 
, By reducing federal support for food' mandatory milk requirement in the National 

assistance by $5 bilDon snd converting the School Lunch Program is lifted. If fluid milk' 
remsinlng $35.6 billion in food sssistsnce sales to the NSLP were to. fall by 25" 
to s' block grant, the Personsl' percent. dairy producers would lose as·' 
Responsibility Act could resuh·· in ,an·, . much as $380 million in income. Federal 

. Immediste fsH In retairfood sales of $4.25 . dairy program costs would increase, by 
billion to $10.5. billion.· The ·capon', $228 million. With no decrease in milk 

," .. administrative spending will force States to usage'. by NSLP,' the income loss would 
look for ways., to reduce, administrative 

, I,' 

" 

Page 12 " 

\ 



potentially reach $315 million and program 
cost would increase by $1 91 million. 

For peanut producers, gross income losses 
could vary between $0 and $26 million 
depending ~)O 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 miliion. 

We also estimated impacts beyond the 
farm sector using economywide models 
that incorporate intersectoral linkages 
among different goods and service 
producing sectors.. Impacts were 
estimated for several scenarios 8S detailed 
in Appendix B. Short run impacts were 
estimated assuming constant wages and 
prices. 

In the short run, the PelSonal Re.sponsibiDty 
Act could add a tenth of a percent to 
aggregate U.S. unemployment. 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 8s$4 billion. (In 
. some' scenarios, output· in the nonfood. 
'sector could increase by' $2 .billion.) In 
general, every $1 billion reduction in food 
assistance costs the economy about 
25,000 jobs. 

In the long-run, the /JelSonal Responsibility 
Act would reduce employment in farm 
production by 15,000 to '45,000 jobs and, 
output by more, than 1,1 bilDon. Food 
processing and distribution' sectors' could 
lose between 28,000 and 83,000jobs and 
between 13 billion and 19 bilDon in output. 

Employment declines in the fo'od 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. We 
estimated long run impacts with an 
economywide model that allows 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. 

The economic effects' would be felt most 
heavily in rural America. For both the 
short-run and long-run scenarios, 
nonmetropolitan areas would suffer 
disproportionate job losses. In ,the short
run, in response to a $5 billion food 
assistance funding reduction with 
conversion to' a block gJant, 
nonmetropolitan areas would lose twice as 
many jobs as urban areas as a proportion 
of 'employment levels. In addition to 
farming, food processing activities are 
located in these areas. In the long_run. the 
nonmetropolitan employment and output 
losses diminish but would not entirely 
disappear. Conversely, employment in 
urban areas would actually increase 
slightly, thus permanently shifting 
employment from nonmetropolitan to ", 
metropolitan areas. 

Under the PelSonal Responsibility Act, the 
amount of commodities made available to 
support food assistance would' be 
significantly reduced. USDA would have 
authority only to sell bonus commodities to 
States. Eliminating federal food assistance 
programs would remove a significant outlet 
for the commodities obtained under price
support and surplus-removal programs. 
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This would result in diminished support to 
. agricultural . markets, . increased federal 

storage costs and possibly increased 
donations ,to foreign countries in lieu of 
distribution of such commodities 
domestically for use in providing food 
assistance. 

Consequences for States 

The p,oposed formula fo, distributing gl'llnt 
funds to States would ,esult In substantial 
individual losses fo, most States. If 

'Congress appropriates the. full amount 
authorized· under the Personal 
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 help explain the pattern of ' 
winners' and losers. On the one hand, 
there is the 13 percent reduction in total 
federal funds available for food assistance. 
Absent any other change; all States would 
lose federal funding. ' 

On the other hand, there is the allocation 
of funds among States using their share of 
the economically disadvantaged population. , 
This approach would redistribute benefits 

,Y. ", 	 among the States·. for ,at, least three, 
reasons. 

First" the income" limits. defining the 
.... ,.. economically disadvantaged are higher in 

some 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 people defined as economically 

disadvantaged '- should gain federal 
funding in the proposed block grant. 
Conversely, States in regions with 
relatively low income limits should receive 
a smaller shiue of the block grant. 

Second, some States serve a higher portion 
of those eligible' for food stamp benefits 
under the existing program.. Because the 
block grant furids 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 
-. because ,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 
payments would' be most likely to gain 
federal funding under the, proposed block 
grant and States with the lowest payments 

, would be most likely to lose. ' 

. In other words,' 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 case's of California and Texas illustrate 
how these factors would interact to affect 
funding 'available to each State. California 
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Table 4 - Effect of the Personal ResponslbDity Act 

on USDA Food Assistance Programs by State in rascal Year 1996 


(Dollars in millions) 


State 

Level of Food 
Assistance 

Difference 

Current Proposed Total Percent 

Alabama $818 $713 - $105 -13 
Alaska 97 84 ·13 -13 
Arizona 663 554 - 109 -16 
Arkansas 422 403 -19 -4 
California 4,-170 4,820 650 16 
Colorado 412 417 5-' 1 
Connecticut 297 248 - 49 -17 
Delaware 92 58 -34 - 37 
District of Columbia 137 85 - 52 - 38 
Rorida 2,194 1,804 - 389 - 18 
Georgia 1,209 934 - 275 - 23 
Hawaii 215 198 -17 -8 
Idaho 127 176 ; 49 38 
Illinois 1,741 1,483 - 258 =15 
Indiana 713 691 - 22 -3 
Iowa 297 266 - 31 - 11 
Kansas 307 270 -37 -12 
Kentucky 740 582 - 157 - 21 
Louisiana 1,141 765 -- 375 - 33 
Maine 188 167 - 21 - 11 
Maryland 576 404 -172 - 30 
Massachusetts 608 577 - 32 -5 
Michigan 1,390 1,109 - 281 - 20 
Minnesota 508 490 -18 -4 
Mississippi 730 603. - 127 -17 
Missouri 810 754 - 56 - 7 

. Montana 111 140 29 26 
Nebraska 187 175 - 12 -6 
New Hampshire 89 94 5 5 
New Jersey 836 70;4 - 132 -16 
New Mexico 361 321 - 40 -11 
Nevada 145 150 5 3 
New York 3,101 2;661 - 440 -14 
North Carolina 930 849 - 81 -9 
North Dakota 86 76 -9 - 11 

. Page 15 



State 

level of Food 
" Assistance 

Difference 

Current Proposed Total Percent 

Ohio 1,768 1,287 ·481 ·27 
Oklahoma 528 475 ·53 - 10 
Oregon 410 346 ':64 -16 
Pennsylvania 1,617 1,465 -152 ·9 
Rhode Island ,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 ( 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 
Wyoming 

467 442 
57. 57 

'\. 

- 25 - 5 
• 1 

. 
T armories/ITOs/Other 

DePt. of Defense 5· 0 -5 - 100 
Indian Tribal Org. 
American Samoa 

122 85 
5 ". 5: 

- 37 - 30· , -3 
Guam' 31 30 -1 ·3 

. Puerto Rico 1,478 1,698 221 15 
Virgin Islands 
Outlying Areas 

39 38 
2 2 

- 1 . ·3
• -3 

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

Note.s: Individual cells may not.sum to totals bec~use of rounding. 
" + 

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

• equals less than $1 million. 

. . .~ 
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is in the West region (which has a relatively 

high income limit), has a food stamp 

participation rate 1 3 percent below 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 only $174
on average to food stamp households on 
AFDC, and would lose more than $1 billion. 

Funding reductions of the size cal/ed for in 
the Personal Responsibility Act would force . 
States to reduce the number of people 
served by the FSP, benefit levels, or both. 
An estimated 34 States would lose funding 
for services to individuals currently served 
by the Food Stamp and Food Distribution 
Programs. Even if all spending on Food· 
Distribution Programs were eliminated, half 
of these States would not have enough 
funding to serve the current food stamp 
population. 

Unless States can fill the gap between 
current service and· block grant funding, 
they will be faced with the choice of 
reducing benefits across the board,· 
restricting . participation, or some 
combination of both. As shown in Table 5, 
most States 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 eligibility 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 Stamp 
Program would require States to serve S 
million fewer food stamp participants, a 22 
percent reduction. Ten States would have 
to restrict participatiQn 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 could continue serving 
the current· food stamp caseload. but 
reduce benefits across the board. If States 
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 
curre~t participation would exceed 30 
percent. ' 

These estimates assume States spend only 
the 20 percent minimum OQ child nutrition 
services. If States spend more on child 
nutrition, the reductions needed in servic.es 
to current·· Food Stamp and Food 
Distribution Program recipients would be 
even larger •. 

If States spend no more than the minimum 
·on.child nutrition services, 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). 

Under current law, the School Lunch and 
School Breakfast programs provide means
tested support for all meals 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 - Effect of the Person. Responsibility Act 

on Food Stamp Program Participants by State In Fiscal Year 1996 


State 

Change In 
Food 

Stamp/Food 
. Distribution' 

Assistance 
(millions' 

If States Adjust 
Caseload: 

Change In 
Average Percent 
Monthly Change 

Participants 

If States Adjust Benefits: 

Change In -
( Average Percent 

Benefit per . Change 
Person 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado' 
Connecticut 
Delaware 
District of Columbia. 
Rorida 
Georgia 
Hawajj 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 

. Massachusetts 
Michigan 
Minnesota . 

Mississippi 
Missouri 
Montana 
Nebraska 
Nevada , 
New Hampshire 
New Jersey 

.New Mexico 
New York 
North Carolina 

• North Dakota 

. - $65 
-:2 

- 93 
16 

568 
6 

- 11 
,-17 
- 42 

-337 
- 157 

- 23 
45 

- 240 
- 20. 

.,. 1 
11 

-108 
- 252 

- 20 
- 124 

-7 
- 266' 

41 
. -79 

- 57. 
25 
17 
-3 

6 
, . - 103 

-18 
. - 363 

-7 
6 

-132,000 -23 
-3,000 -8 

-161,000 -33 
20,000 7 

670,000 23 
7,000 3 

. -33,000 -15 
-23,000 . -40 
-42,000 -49 

-520,000 -35 
-289,000 -36' 

-22,OQO -22 
57,000 71 

-458,000 -39 
-49,000 -10 

2,000 1 
13,000 7 

-206,000 -39 
-372,000 -48' 

-36,000 -26 
-162,000 -43 

-4,000 -1 
. -370,000 -36 

48,000 15 
-176,000 -33 
-126,000 -21 
. 28,000 40 

. 21,000 18 
-4,000 -5 . 
7,000 12 

~140,000 -26 
-37,000 -:-15 

.. -528,000 -26 
• ~8,OOO -1 

7,000 15 

-$ 9.15 .-12 -
- 3.95 -4, 

-14.75 -20 
'4.70 T' 
16.45 , 23 

1.95 3 
-3.55 -6 

-23.70 -31 
-37.80 -42 
-18.15 -22 
~15.70 -21 
-18.1'5 '-15" 
47:55 71 

-16.10 -20 . 
-2.85 -4 ,,~ 

.55 1 -; 
4.70 7-

-16.30 -22, 
~25.55 . -33. 
-11.30 -15 
-26.80 -32 

-.30 '. • 
-19.95 -26 .. 
10.60 15 

. -11.75 -17 . 
-7.30 .. -10 
29.10 40," 
12.20 18 :.: 
-1.50 -2 " 
. 8.55 .,. 

12., 
-15.35 ,. -18._ 

-4.75.··. 6 _. 
• -,<; 

-14.00 -17 
-.35 -,.. 

10.50 . 15 . 
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State 

Change in 
Food 

Stamp/Food 
Distribution 
Assistance 
(millions) 

If States Adjust 
Caseload: 

H States Adjust Benefits: 

Change In 

Average Percent 
Monthly Change· 

Partlclpanta . 

(.;hange In 

Average Percent. 
Benefit per Change 

Person 

Ohio -427 -627,000 -49 -27.45. -34' 
Oklahoma -32 -73,000 -20. -6.55 -9 

. Oregon -- 50 -120,000 -42 -13.75 -18 
Pennsylv~nla -185 -332,000' -28 -12.40 . -16 
Puerto Rico -44 -56,000 I . -4. -2.50 ,-4
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 
Tennessee -207 -360,000 -46 -21.55 -30 
Texas - 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 
West Virginia - 88 -113,OQO -35 -22.1'0 -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 block grant funds available for all other programs within each State 
after setting aside 5 percent for administration, 12 percent for food as~istance and nutrition 
services to women. infants, and young children, and 20 percent for child nutrition • 

. In those States where the remaining funds are insufficient to support the projected 
current service level for the Food Stamp and Foo'd Distribution programs. this table 
assumes that States will first eliminate Food distribution programs and then either 
(a) lower 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 those States where the remaining funds exceed the projected current services 
level 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 case load and benefits are based on projections of the 
number of participants and the average food stamp benefit per person in each State 
in fiscal year 1996. /'\ . 
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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 to rounding. 
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Table 6. - Effect of the Personal Responsibility Act 

on Child Nutrition Programs by S~te in Fiscal Year 1996 


State 

Alabama 

Alaska 

Percentage 
Change in 

dollars 

-18% 

-29% 

$ Change 
(millions' 

-$ 32 

-$ 7 

ChUdren Made 
Ineligible for NSLP 

(thousands) 

1,400 

69 

Potential Program Impact 

Cut exceeds size of the School 
Breakfast Program (SBP) and the 
Summer Food Service Program 
(SFSP). 

Cut exceeds 40 percent of NSLP. 

Arizona 

Arkansas 

Califomia 

Colorado 

Connecticut 

D~laware 

District of 
Columbia 

Aorida 

Georgia 

Hawaii 

Idaho 

-19% 

-26% 

-6% 

-10% 

-24% 

-51% 

-22% 

-17% 

-31% 

+21% 

+8% 

-$ 26 

-$29 

-$ 60 

-$ ·9 

-$ 16 

-$ 12 

-$ 5 

-$ 75 

-$ 85 

+$ 7 

+$ 3 

525 

262 

2,800 

400 

337 

71 

32 

1,120 

·.732 

, 
137 

\ 

148 

Cut exceeds size of SBP and 
SFSP. 

Cut exceeds size of Child and 
Adult Care Food Program 
(CACFP' and SFSP. 

Nearly 3 million children would 
lose eligibility for NSLP benefits. 

Cut exceeds size of SBP and 
SFSP. i . 

Cut exceeds size of CACFP and 
SFSP•. 

Cut exceeds size of NSLP; or SBP 
and CACFP. Two-thirds of 
children in NSLP would be made 
ineligible. 

Cut exceeds' size of SBP and 
SFSP. 

Cut exceeds size of CACFP and 
SFSP. 

Cut equals size of SBP, CACFP, 
and SFSP; or more than 40 
percent of NSLP. 

Grant increases, while. three-
Quaners of children in NSLP. 
would be made ineligible. 

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

, 
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State 

Illinois 

indiana 
, 

Percentage 
Change in 

dollars 

-4% 

+ 3% 

Iowa -32% 

Kansas. -44%' 

Kentucky -22% 

Louisiana -37% 

Maine -2% 

Maryland 

; 

; .. 

-28% 

Massacl)usetts -16% 

. Michi$Jan . +3% 

$ Change 
(millions' 

-$ 13 

+$ 4 

-$ 25 

-$ 42 

-$ 33 

-$ 91 

-$ 1 

-$ 31 

-$ 22 

+$6 

ChDdren Made 
Ineligible for NSLP 

(thousands' 

1,150 

717 

381 

324 

386 

328 

145 

547 

635 

1,150 

Potential Program Impact 

Cut exceeds size of SFSP. , 

Grant increases, while two-thirds 
of meals served in NSLP would 
no longer be eligible for 
reimbursement. 

Cut exceeds size of SSP, CACFP, 
and SFSP: or more than 40 
percent of NSLP. Three-quarters 
of children in NSLP would be 
made ineligible. 

Cut exceeds size of CACFP and 
SFSP; or more than 75 percent 
of NSLP. Two-thirds of children 
In NSLP would be made 
ineligible. 

Cut exceeds size of SSP and..

SFSP. 

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

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

Cut exceeds size of CACFP and 
SFSP: or more than 40'percent 

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

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

While grant increases, almost 1.2 
million or more than two-thirds of 
children in NSLP would be made 
ineligible•. 
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Percentage Children Made 
State Change in $ Change Ineligible for NSLP Potential Program Impact 

dollars (millions) (thousands) 

Minnesota -38% -$ 60 584 Cut almost equals size of CACFP; 
or SSP and SFSP; or more than 
70 percent of NSLP. Almost 
three-quaners of children in NSLP 
would be made ineligible. 

Mississippi -29% -$ 49 196 Cut almost equals size of SSP 
and CACFP; or exceeds size of 
SSP andSFSP. Almost three
quaners of children in, NSLP 
would be made ineligible. 

Missouri -2%, -$ 2 596 Two-thirds of children in NSLP 
would be made ineligible. 

Montana +3% +$ 1 98 While grant increases, almost 
two-thirds of children in NSLP 
would be made ineligible. 

Nebraska -44% -$ 27 210 Cut exceeds size of SSP, CACFP, 
and SFSP; or more than 75 
percent of NSLP. Almost ,three
quaners of children in NSLP 
would be made ineligible. 

Nevada +14% +$4 138 While grant increases, almost 
three-quaners of children in NSLP 
would be made ineligible .. 

New ,+ .3% +$ .5 154 While grant increases, more than 
. Hampshire four-fifths of children in NSLP 

• 4 ..... ~ " - .. would be made ineligible. ' . 

New Jersey -10% ,-$15 983 Cut exceeds size of SSP;- Almost 
three-quaners of children in NSLP 
would be made ineligible. 

New Mexico -27% -$ 24 149 ' Cut almost equals size of CACFP; 
or exceeds size of SSP and SFSP; 
or equals 50 percent of NSLP. ' 

New York -9% -$ 53 1,620 Cut exceeds size of SFSP; or 
more than two-thirds of SSP; or 
one-half ofCACFP. 

Nonh Carolina -27% -$ 64 700 Cut exceeds size of SSP and 
CACFP. 



State 
Percentage 
, Change in 

dollars 
$ Change 
Imillions' 

Children Made 
Ineligible for NSLP 

Ithousands' 
Potential Program Impact 

North Dakota -44% -$ 12 88, Cut exceeds size of CACFP; or 
S8P and SFSP; or more than 80 

. percent of NSLP. 

Ohio -2% -$ 5 1,280 Almost three-quarters of children 
in NSLP would be made' 
ineligible. 

. Oklahoma ·21% . -$ 26 347 Cut exceeds size of CACFP: or 
SSP and SFSP. Two-thirds of 
children in NSLP would be made 
ineligible. 

Oregon -12% -$ 9 322 Cut equals more than one-half of , 
CACFP.. More than two-thirds of 
children in NSLP would be made 
ineligible, 

Pennsylvania +14% +$ 37 1,210 While grant. increases, more than 
two-thirds of children in NSLP 
would be made ineligible. 

Puerto Rico +100% +$170 348 While size of grant doubles, , 
almost one-half of children in 
NSLP would be made ineligible. 

Rhode Island ·9% \ -$ 2 97 Cut exceeds size of SSP or SFSP. 
More than two-thirds of children 
in NSLP would be made' 
ineligible. 

South Carolina -28% -$ 43 343 Cut exceeds size of SSP and . , 
CACFP. 

. South Dakota -36% -$ 11 ~ 90 Cut exceeds size of SSP and' 
CACFP; or more than 50 percent 
of NSLP. 

'Tennessee -11% 
, 

-$ 19 535 Cut almost equals size of CACFP. ' 

Texas -31 % -$245 1,890 Cut exceeds size of SSP, 'and ' 
CACFP; or more than 40 percent 
of NSLP. 

Utah -27% -$ 20 42 Cut,equals 45 percent of NSLP. 
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State 
Percentage 
Change in 

dollars 
$ Change 
(millions. 

Children Made 
Ineligible for NSLP 

(thousands. 

I 

Potential Program Impact 

Vermont -12% -$ 2 
-

76 Cut exceeds size of SBP and 
SFSP. Three..quarters of children 
in NSlP would be made 
ineligible. 

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 
SFSP, or m~re than 50 percent 
of NSlP. More than two-thirds 
of children in NSlP would be 
made ineligible. 

West Virginia -5% -$ 3 185 Cut exceeds size of SFSP.. 

Wisconsin 

. 
-21% -$ 24 629 Cut exceeds size of CACFP; or 

SBP and SFSP. Three-quarters of 
children in Nslp would be made 
ineligible. 

Wyoming > -24% -$ 4 72. Cut equals size of SBP and SFSP. 
Three..quarters of children In 
NSlP would be made ineligible. 

U.S. Totals ·14% ·$'.188 27,406 

Notes: These estimates assume States spend no more than the 20 percent minimum level 
established in the Personal Responsibility Act. The dollar change in funding represents the 
difference"between 20 percent of each State's block grant and the current service estimate, 
excluding administrative costs. 

" The estimates of children made ineligible for the NSlP assume all children not approved for 
" free and reduced-price meals (who must have incomes below 1 85 percent of poverty) 

would be ineligible. This assumption is conservative, since proposed law would set a lower 
maximum income level - between 140 percent and 170 percent of poverty, depending on 
region and urbanicity. 

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

Page 25" 



i, 

,.- .' 

" " 

all children, including free or reduced price 

meals to low-income students. 


The 'proposal would prohibit serVing 
subsidized meals to children from 

'households with incomes above the Lower. 
Living Standard Income Level, which 
ranges from' about 140 to 170 percent of 
the poverty level. At a minimum, this 
would make ineligible the 27 million 
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 law. 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. 

Ahhough WIC would fare better than other 

food assistance programs 'under the 

proposed block grant, some women, 

Infants, and children eligible for' benefits 

now would lose their eligibiDty. The 

Personal Responsibility, Act would limit 

eligibility to individuals with incomes below" 

the Lower Living Standard Income Level; 


,current WIC income eligibility limits are 
'more generous. ' Approximately ,1 to '3' 
milliora women, infants, and children would 

,become ineligible - a ieduction of 9 to 23 ' 
percent. 

Ahhough initially some States gain funding, 

over time all States would fare woise than 

under current 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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Appendix A: 	 USDA Food, Assistance 
Programs 

USDA's Food and Consumer Service is charged, 
with providing access to a healthful 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 allotments of coupons that are 
redeemable at retail food stores. or provides 
benefits through electronic benefits transfer 
(Ean. ' 

'Eligibility ~nd benefits are based on household 
size, income, assets, and other factors. The 
amount of the maximum food stamp benefit 
is linked to the value of the Thrifty Food Plan 
and provides eligible households with the 
resources to purchase a'iow-cost. nutritious 
diet. 

The Food Stanlp Program provides assistance 
to essentially all financially needy households 
without imposing nonfinancial categorical 
criteria on such things as househOld 
composition. In summer 1993, over half of 
all food stanip participants were children, 
most of whom liv,ed in single-parent families. 
Households containing elderly persons ' 
represented about 16 percent of all food 
stamp households. ,Almost 21 percent of 
food stamp households had earned income. 

The Food Stamp Program served an average 
of more than 21 million people each month in 
FY 1994. Average monthly benefits were 
$69.00 per person. Congress appropriated . 
$21.1 billion for the Food Stamp Program for 
Pi 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 for 
Women. Infants and Chldren (WICJ 

WIC's goal is to improve the health of low
income pregnant, breastfeeding and non- , 
breastfeeding postpanumwomen, infants, 
and children up to 5 years old. WIC provides 
supplemental foods, nutrition education, and 
access to, health services. Participants 
receive vouchers that can be redeemed at ' 
retail food stores for specific foods that are '" 
rich sources of the nutrients frequently 
lacking in the diet of low-income mothers and 
children. 

WIC has been shown to be effective 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 
pregnancies had lower Medicaid costs for 
themselves and their babies than did women 
who did not participate. In the five States 
studied~ savings in Medicaid dollars ranged 
from' $1.11 to $3.13 for each dollar 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 
WlC to serve 1 million people. ' 

National School Lunch Program 

Every school day. more than 25 million 
children in 93.000 schools across the country 
eat 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 
commodity foods for meals served in non- . 
profit food services in elementary and 

. secondary schools, and in residential 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 1 994 and commodity support 
from other USDA accounts are expected to 
lead to total program sp!lnding of $4.8 billion. 

· School Breakfast Program 

Some 5.8 million children participated in the 
School Breakfast Program every day in fiscal 
year 1994. As in the school lunch program, 
low,.income children may qualify to receive 

. school breakfast free or at a reduced price, 

and States are reimbursed according to the . 

number of meals served in each category. 


Congress' appropriated $1.1 billion for the 

School Breakfast Program for FY 1995, up 

from $980.4 million for· 1994•. 


Summer Food Service Program 

In 1994, more than 2 million low-income 
children received meals during school 

· . vacation periods through the Summer FO,od 
Service Program. All SFSP meals are served 
free, and the federal government reimburses 
local sponsoring organizations for meals . 
served; 

Congress appropriated $255 miilion for SFSP .. 
for FY 1995.. 

. : The Emergency Food Assistance Program ., 
(TEFAPI ' 

· Fonnerly known as the Temporary Emergency 
. Food Assistance Program, TEFAP was 

initiated in 1981 to reduce inventories and 
storage costs of surplus commodities through .. 
distribution to needy hOlJseholds. While some 

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 provide 

continued administrative funding to keep 

TEFAP's pipeline open and to help support 

the local agencies that distribute TEFAP 


. foods. They will continue .to receive wbonus· 
commodities purchased from. agricultural 
surplus. 

ChDd 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 care homes for children. 

Some 2 million children and 38,000 adults 
. participlilted .in the program in 1994. 
. Congress appropriated $1.5 billion for the 

Child and Adult Care Food Program for FY 
1995; the 1994 appropriation was $1.6 
billion. 

The WIC Fanners 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 vegetable. at 
authorized local fanners markets., The . 
program is funded through a legislatively 
mandated set-aside in the' WIC program. 
appropriation. Congress appropriated .$5.5 • 
million for the program in 1995, the same as 
for 1994. 

Commodity Supplemental 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 
panicipants. Average monthly CSFP 
panicipation in FY 1994 was more than 
363,000 people. Congress appropriated 
$84.5 million in CSFP for FY 1995, down 
from $104.5 million in FY 1994 

Special MUk Program 

Children in schools, summer camps and child 
care institutions that have no federally
supponed meal program receive milk through 
'the Special Milk Program. In 1994, more 
than 150 million half-pints of milk were 
served through SMP. Congress appropriated 
. $18. 1 million for the prograrl) 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 1930's. 

An average of more than 116,000 people 
panicipated in the program each month in FY 
1 994. A decline in panicipation and a large 
inventory of food on hand led to a reduction 
in funding needed for this program in 1994. 
Congre'ss'appropriated '$68;6 million in FY 
, 994, down from $81.6 million in 1993.· The 
1 995 appropriation is $33.2 million, but large 
on-hand inventories of. food will allow the . 
program to continue to meet the needs of all . 
eligible households. 

Nutrition Program for the Eldeny 

Provides cash and commodity foods to States 
for meals for·senior citizens. Food iS'served 
in senior citizen centers or delivered by 
meals-on-wheels programs. The Nutrition 
Program for the Eldeny 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. 


Commodity Distribution to Charitable 

Institutions and to Soup Kitchens and Food 

Banks 


Commodities from USDA surplus stocks are 

provided as available to non-profit charitable 

institutions that serve meals' to needy persons 

regulany. In addition to surplus food, 

Congress appropriated $40 million to 

purchase food for soup kitchens and food . 

banks for FY 1995, the same as for 1994. 


Nutrition Assistance Program 

CPueno Rico and the Northem Marianas) 


The Food Stamp Program in Pueno Rico and 

the Nonhern Marianas was replaced in 1982 . 

by a block grant program. The two territories 

now provide cash. and coupons to participants 

rather than food, stamps or commodity foods. 

Congress appropriated $1.143 billion for the 

1995 PuenoRico NAP block grant, up from 

.1.091 billion 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 
respond to change, and how the savings in 
government expenditures are used. In order to 
fully 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 there is a $5 
billion reduction in federal outlays for food 
assistance programs. 

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

Recipients respond to food assistance by 
increasing food available to .. household 
members. However, they may also increase 
spending for nonfood items using some of the 
budget resources that, in the absence of food 
assistance, would have been required to 
provide needed food. This, imp.lies that. food 
assistance may not result in dollar for dollar 
increases in food retail sales. The extent to 
. which retail food spending increases with every 
dollar of food assistance received is referred to 
as the • supplementation effect.·' 

The impact of program modifications is referred 
to as the ·slippageeffect.· Slippage occurs 

.. when program regulations are changed to 
remove . nutrition' standards or· restrictions .. 
regarding the f~)fm and use of food assistance 
transfers. For this ,nalysis, the slippage effect 
gives the amount by which retail food spending 

. will decrease. when ',the same level of" 
. ". assistance is provided as cash rather than as 

targeted assistance under a particular program 
.. structure .. 

There is asubstantial body of research on the' 
responsiveness of food spending to changes in 
food stamp benefit levels. This re$earch 
suggests that every dollar in food stamps going 

to poor households results in a'supplementation 
effect of 20 to 45 cents. Although there is 
less research on the supplementation effect of 
other forms of food benefits, similar effects can 
be anticipated. The high and low estimates 
presented in Table B-1· represent the best 
judgments of prOgram experts at USDA's Food 
and Consumer 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 
meals, food commodities, food stamps, or 
cash'. There is uncertainty as to how states 
would choose to implement their block grants. 
However, 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 
anywhere from 15 to 30 cents. Table B-1 
provides FCS's expert opinion on reasonable 
ranges for these slippage effects for the 
principal FCS programs. As can be seen in that 
table, the average supplementation 'effects 
range from .15 to .42 and slippage effects 

· from .1 to .24 forI projected 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 SU PPL == .15 and 

· a high of SUPPL = .35) and three levels ,of 

slippage (a ze~o level, SLIP==O, a low level of 

SUP =='.10, an(J . a high level of SLIP = .25) 

were assumed. These assumptions resulted in 


, the following five initial scenarios analyzed by . 
the EconomiC Research Service (ERS): 

Scenario I: SUPPL = .15, SLIP = .00; 

Scenario II: SUPPL = .35,' SLIP = .00; 


· Scenario III: SUPPL == .15, SLIP == .10; 

Scenario IV: . SUPPL = .35, SLIP == .10; 


· Scenario V: . SUPPL = .35, SLIP == .25.' 


· The assumption' of no slippage is appropriate 
for analyzing the possible impacts of funding 
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,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 
nutrition 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 Retail Spending 

Direct impacts of federal funding cuts and 
conversion of food assistance can be derived 
froni supplementation and slippage, 
assumptions as shown below: 

Direct impact on food retail spending = 

SUPPL x change in federal funding +


" ' SUP x amount of food assistance 

converted to cash 


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

Farm-Level Impacts 

To estimate farm-Ievol effects, ERS distributed 
the estimated direct impacts on food spending 
for the five scenarios among key agricultural 
commodities based on food spending patterns 
of low-income households. (See Table 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. Entitlement commodities are 
required by current laws. For example, schools 
participating in the NSLP are entitled to receive 
14.5 cents worth of commodities for each 
USDA meal served in fiscal year 1995. In 
addition to entitlement commodities, when 

supplies permit, NSLP and other assistance 

programs can receive bonus commodities 

obtained through price support (Section 416, 

CCC) and surplus removal (Section 32) 

activities. 


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 reductions in market demand for those 
commodities. 'Secondly, the removal of the 
mandatory milk requirement in the NSLP-. was , 
projected to reduce 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 purchases. , 

The farm price, income and program cost 

impacts of a $5 billion reduction in food, 

assistance' are shown for each of the five 

scenarios in Table B-3. Without a slippage 

effect (Scenarios I and 11), impacts on the farm 

sector are relatively minor. However, impacts 

are 'magnified when food program structures 

are changed and slippage occurs -,Scenarios III, 

IV and V). 


Economy-Wide Impacts 

Economy-wide output and employment impacts ' 
were estimated using simulation models. 
These 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. 
economy. 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., The-Iong- ' 

'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 readjust supply 
and demand for other goods and s~rvices. 
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The economy-wide impacts on output and jobs sector,losses are $3 billion to $9 billioil 
of the five scenarios are shown in Tables B-4 increasing with slippage. 
and B-5.· In addition to' differences in 
supplementation and .slippage rates,. these o The two long-run scenarios differ in the 
impacts also depend, in the long run, on how tYpe of goods and services for which 
the deficit is managed in response to changes demand inc:reases. With deficit 
in federal food assistance spending.. Two reduction and new investment (savings
adjustment possibilities are compared. Rrst, investment regime) demand for durable 

,the reduction in government expenditures are goods and construction increases. In 
used to reduce the federal budget' deficit both long-run scenarios, the jobs lost in 
~ereby reducing government borrowing and the short run are regained, in the long 
increasing funds available for investment by the run and there is a·· permanent ' 
private sector (savings-investment regime). redistribution of employment with, jobs 
Second, the reduction in - government moving out of the farm and food 
expenditures are used to. offset a household sectors. 
income tax reduction, leaving the budget d~ficit 
unchanged (tax-reduction regi~e). o The impact on total output (food plus 

nonfood) varies with how the reduced 

Compared to the short run, these two long-run government expenditures are returned 

scenarios return but redistribute the $5 billion to . the economy. A·, $1 .24 - billion 

reduction in food program expenditures back incr~ase in total output occurs with 

into the economy thereby increa,sing demand deficit reduction (Scenario II) primarily 

for goods and services. as a result of labor moving .out of 


, service sector jobs ";nto jobs with 

The following points can be noted from Tables greater productivitY '(construction and 

B-4 and 8-5: durable goods). These gains disappear 


with a tax reduction since household 
o In\ both the shon and longrun, the farm 	 income and demand increases rather 

'and food-related sectors lose more than investment. With program 
when food assistance is folded into conversion and slippage effects 
block grants and converted to a cash (Scenarios III-V), demand shifts from 
transfer. The losses increase with the food, to nonfood goods and services, 
assumed slippage effect. increasing the negative impacts on the 

r 	 farm and food sectors 'and reducing the 
o 	 Under current program status Ii.e~ ,~ith negative impact on services•. The result 

zero slippage) long-run impacts are not , is a reduction in total output for the . 
large. Farm sector output losses are . economy. 
$70 million to 170 million.. Nonfarm 
food sector losses are $400 million to Regional Impacts 
$900 million. 

State· and urban/rural data from the·;·1990 
o 	 With food assistance programs (less $ 5 CountY Business Patterns (U.S. Department of 

billion I converted to a block grant and Commerce) were used to estimate regional and 
turned into a cash transfer (Scenarios State level employment and output impacts. 
III - V) there is a noticeable impact on Regional employment shares by industry (Table 
the farm and food sectors, even in the 8-6) were used to distribute the changes in 
long run. Farm sector losses are $1 output and employment among the State and 
billion to' $2.7 billion. Nonfarm food urban and rural regions. Estimates were made 
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for three shon-runscenarios: zero slippage; low 
slippage (.10) and high slippage (.35). Similarly 
three long-run scenarios were analyzed for each 
of the deficit . regimes. (A single 
supplementation rate of .26 was used. in all 
regional analyses.) Results of the regional 
analysis are summarized in Tables 8-7 to B-9. 

Some points to note from these tables are as· 
follows: 

o Nonmetropolitan employment accounts 
for 16.6 percent of total employment. 

o For the' three shon-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 non metropolitan areas of the Nonh 
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 Nonh Central and 
Plains regions. 

.Page 33 



Table B·' - Food Spending Effects of Food Assistance Supplementation 
and Block Grant Slippage 

, 

Program 

., 

Federal Food 
Assistance 
Spending 

$ million % 

Supplementation 
Effect 

Low High 

Slippage Effect 

Low High 

Food Stamps 24,745 60.7 .20 .45 .15 ;30 

Child Nutrition 8,321 20.4 .00 .40 .00 .10 

WlC 2,908 7.1 .20 .45 .15 .30 

All Other 1,420 3,5 .45 ' 1.00 .05 .40 

Administration 3~370 8.3 .00 .00 .00 .00" 

TOTAL' 40,764 100~0 .15 .42 .1.0 ',24 

:' . 
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Table 8-2- Direct Impacts of Alternative Food Assistance Reform Scenarios 

on Food and Nonfood Spending 


(Dollars in millions) 


Food Group Food Reduction in spending 
Budget Share Scenario 

% II III IV V 

Total NA 5,000 5,000 5,000 5,000 5,000 
Nonfood NA 4,250 3,250 750 -250 -5,501 
Food 100.00 750 1,750 4,250 5,250 10,501 

Dairy prod~cts 14.12 ,106 247 600 741 1,482 ' 
Ruld milk 8.23 47 109 286 327 864 
Chee.e 3.76 28 88 159 197 " 394 
Butter 1.04 8 18, 44 65 110 
Other ' 3.10 23 54 132 183 325 

Grain products 15.27 115 267 649 802 1,604, 
Meat, poultry, 

and seafood 33~79 253 591 '1,436 1,774 3~548 
Beef 13.71 103 240 583 720 1,439 
Pork 8.62 84 .. 149 - 382 447 894 
Other 0.98 7 17' 41 50 100 " 
Poultry 8.54 49 114 278 343 887 
R.h end seefood 4.07 31 ' 71 173 214 427 

Eggs 1.54 12 27. 66 81 162 
Sugars and sweets 4.02 30 70 171 211 '422 ' 

White end brown,.uge,. 1.71 13 30 73 90 179 
Other 2.31 17 40 98 121 242. 

Potatoes 2~34 18 ' 41 ' 99 123 245 
Fre.h potetoe. 
Canned potatoes 

1.18 
0.08 

9 ":, 
1 

20 
1 

49 
3 

81 
4, 

122 
8' 

Frozen potatoes 0.21 2 4-· It 11 22, 
Other potatoes 0.89 7 18· 38· 47 94, , 

Vegetables 9.40 70 164 399 493 987 
, Fre.h vegetable. 8.02 45 105 258 318 833 
Cenned vegeteble. 2.17 18 38. 92 114 228 
Frozen vegetable. 0.88 8, 15 37 ,45 90' 
Other vegetable. 0.34 3 8 15, 18 38 

Fruit 6.51 49 114 277 , 342 683 
Fre.h fruit 6.85 ,42 99 240 297 593 
Canned fruit 0.88 6 12 28 36 89 
Frozen fruit 0.05 0 1 2 ,3 6 
Other' fruit 0.15 1 3 8 8 18 ' 

NiJts 1.15 . 9 ~, 20 49 60 121 
Peenuts 0.88 '8 15 37 45 90' 
Other 0.29 2 5 12 15 30 

Fats and Oils 1.60 12 28 68 84 168 
Shonening 
Seiad end cooking 

0.33 
0.48,' 

2 
3 

8' 
8 

14 
20 :' 

17 
24 

35 ',"
48 .... 

Seiad dretlsing 0.81 8 " 14· 34 -' 43 85'" 
Otherfoodtl 10.28 n 180 437 540 1.079 

Note: Negative numbers in this table denote an increase in expenditures. 
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Table B·3 - Direct Impacts on Agrlculture of Alternative Food Assistance Reform Scenarios: Farm 

Price. Farm Income. and Farm Program Costs . 


'" 

. ' w: 

'~ -,' 

-,; 

" 
) 

Scenario 
Commodity 

I II III IV V 

Potatoes 
Ferm price 1$/cWl) • ..a.Ol -.02 -.02 '.05 
Ferm income($mil.) ·4 ·10 -25 -30 -81 
Ferm income (%) -,2 -.4 -.9 -1.2 -2.3 
Program Co.t lemil.) 0 0 0 0 0 

Vegetables . 
Ferm price le/owt) -.01 -.03 ' -.07 -.08 -.16 
Ferm Incomelemil.) -24 -57 -138 -171 -341 
Ferm income 1%) -.3 -.6 -1.5 -1.8 -3.7 
Program Co.t (emil.) 0 0 0 0 0 

Fruits 
Ferm price "/ton) -,3 -.7 -1.72 -2.12 -4.24 
Ferm income(emil.) I -.19 -45 -109 -134 -268 
Ferm income (%) ·.2 ·.5 ·1.3 ·1.6 -3.2 
Progrem Co.t ($mil.) 0 0 0 0 0 

Tree nuts 
Ferm price (e/ewl) • • ..a.01 ~.01 -.01 
Ferm income($mil.) ·2 -4 .... ·10 -12 ·24 . 
Ferm income (%) ·.1 -.2 . ..a.6 ..a.7 .. -1.4 " 
Program Co.t ($mil,) 0 0 O· 0 0 

Peanuts without loss of Sec. 32 
Ferm prioe (elSTI o· 0 0.' 0 -3.,,' 

'Ferm Income(emil.) 0 o· o. 0 -6";:~ 

'Ferm income (%) 0 0' O· 0 0.6 . 
Program Co.t (Smil.) 1 2 4 8 14 

Peanuts with loss of Sec. 32 
Ferm price (elSTI -10 -10 ~10 . ·10 ·13 .. 
Ferm income(emil.) ·20 ·20 ' ·20 ·20 ·28 

" 
Ferm income (%) . -2.0 -2.0 -2.0 -2.0 -3.0 

\ 

Program COlt (SmiL) 24 25 '27 31 37 

Grain and soybeans 
Ferm prioe ($/MTl -.20 -.40 -,80 -.98 -1.97, 
Ferm income($mil.1 -20 -40 ·80 -100 -200 
Ferm income (%) • -.1 -.3 ·.3 -.7 
Program Co.t (emi!.) 25 50 100 125 250 

Beef 
Ferm price (e/ewtl ·.39 -.64 -1.25 -1.60 -2.77·' . 

Ferm income(8mil.1 -58 -134 -327 -404 -808 . 

Ferm income 4%) -.3 -.6 -1.4 -1.7 ·3.6 
Program Co.t (emil.) 0 0 0 0 O~ 

Pork 
Ferm price (e/eWl) . -.15 -,35 -.85 . ·1.05 -2.10. 
Ferm income($mil.) ·24 -55 -134 "'88 -331 
Ferm income (%1 -.04 -.1 . -.2 " -.3 -.6 ," 

Program co.t (8mil.1 0 0 0 o· '0 
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Commo~ity 
Scenario 

I II III IV V 

Broilers 
Fenn price './owtl 
Fenn income,.mil.) 
Fe""" income (%) 
Program Cost (.mil.' 

-,18 
-20 
-.3 
0 

-.42 
-46 
-.7 
0 

-1.01 
-111 
-1.6 

0 

-1.25 
-137 
-2.0 

0 

-2.50 
-275 
-4.0 

0 

Turkeys 
Fenn price './owt) -.13 -.31 -.75 -.93 -1.86 ' 

Fenn income(.mil.) -6 -12 -2' -36 -73 

Fenn Income (%) -.S -1.4 -3.3 -4.0 -8.1 

Program COlt ,.mil.) 0 0 0 0 0 

Dairy (no NSLP loss) 
Fenn price C./owt) -.01, -.02 -.05 -0.07 -.13' , 

Fenn IncomeC.mil.' ·25 ·54 -122 -159 ·315 
Fann Income C%) -.1 -.3 -.S -.8 -1.5 

Program Coat C.mil.) 13 31 80 95 191 

Dairy (25% NSLP loss) 
Fenn price C./owt) ·.04 -.06 -.08 

, 
-,09 -.16 

Fenn incomeC.mil.) -90 -120 -194 -224 -380 
Fenn income' (%) -.4 -.6 -1.0 -1.1 -1.9 ' 

Program Coat C.mil.) 50' 68 114 132 .. 228 " 

Dairy (75% NSLP loss) 
Fenn price (./owt) -.09 -.11 -.14 -.16 -.2.%. 
Fenn income($mil.) -220 -250 -324 -364 -501 
Fenn Income (%) ..1.1 -1.2 -1.6 -1.7 -2.4' 
Program COlt ($miI.) 124 142 '188 ' 20S' 302 

• less than 0.005. 

Notes: Farm income is gross. There is no measurable impact on seafood. 
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Table 8-4 - Altemative Scenariol - Changes in· Output 

SECTOR: OUTPUT 1993 
 SHORT-RUN CHANGES IN OUTPUT ($BlUlorwl 
sc&uuuOS: 

BASE RUN 
I II rtI V'
($BIIIIOMI I • I I I 


FOOD: 880 
 -1.19 -2.77 -6.46 -8.07 -15.88 
.a.25 .a.58 -1.59 -2.00 -3.95FARM PRODUCTS 180 

.a.S3 -1.23, -3.57 -4.48 -8.92FOOD PROCESSING 330 


TRADE& TRANS-FOOD 110 
 .a.18 .a.42 -1.22 -1.53 ' ·3.04 
RESTAURANT .a.23 .a.53 .a.08 .a.07 0.03260 


NONFOOD: 8160 
 ' -8.15 ·6.23 -4.15 ·3.28 1.88 . 
490
NON·DURABLE MFG .a.72 .a.55 .a.43 .a.42 .a.15 


DURABLEMFG -1.81 :1.38 -1.12 -1.10 ' .a.50
2000 

.a.17 .a.13 .a.10 .a.09 .a.02CONSTRUCTION 610 

-1.05 ' .a.80 .a.75 .a.28 0.&8TRADE&TRANS·OTHER 1140 


SERVICES 3930 
 -4.40 -3.36 -1.76 ·1.39 1.65 
-9.34 -9.00 -10.61 -11.34 -14.02TOTAL 9040 


LONG-RUN CHANGES IN OUTPUT IN A DEFICIT -REDUCTION REGIME C$8iHlonal 

SCENARIOS: 

OUTPUT 1993
SECTOR: 

BASE RUN 
I II II" rtI V
($Bllllorwl I I I I 


.a.48 -1.08 -4.00 -5.07 -11.64FOOD: 880 

FARM PRODUCTS 180 
 .a.07 .a.17 .a.12 -1.15 -2.68 
FOOD PROCESSING 330 
 .a.19 .a.44 -2.38 -2.99 -6.13 
TRADE& TRANS-FOOD .a.08 .a.15 .a.81 -1.02 -2.36110 


.a.14 .a.33 0.12 • 0.10, ' 0.33RESTAURANT 260 

3.04 2.32 4.86 4.32 8.31NONFOOD: 8160 


NON-DURABLE MFG 490 
 .a.16 .a.12 0.03 0.03 0.29 
2.51 1.92 2.22 2.19 1.99DURABLEMFG 2000 


CONSTRUCTION 610 
 2.17 1.86 1.94 1.78 1.70 
0.18 0.14 0.66 0.25 1.67'TRADE& TRANS-OTHER 1140 


SERVICES 3930 
 -1.66 -1.27 0.09 0.07 2.67 
TOTAL 9040 
 2.57 1.24 0.95 .a.75 -3.32 

SECTOR: OUTPUT 1993 
 LONG-RUN CHANGES IN 'OUTPUT IN A TAX-REDUCTION REGIME I$Bi1IiOMl 

sc&uuuOS: 
BASE RUN 

I II II rtI V
($BIIAorwl I I I I 

' .a.23 .a.53 -3.71 -4.78 ·11.35FOOD: 880 


",FARM PRODUCTS 180 
 .a.04 . .a.l0 .a.89 -1.12 -2.65
, FOOD PROCESSING 330 
 .a.l1 .a.27 -2.32 -2.91 ' -6.85· 

TRADE& TRANS-FOOD 110 
 " .a.04 .a.09 .a.79 
" 

.a.99 -2.33 
RESTAURANT 260 
 .a.03 .a.08 0.29 0.24 0.48 

,NONFOOD: 
 0.61, ' 0.39 ' 2.83 1.99, 6.08
8160 

0.00 0.00 0.19 0.18 0.44NON-DURABLE MFG 490 


-, 
0.23 0.18 0.11 0.11 .a.l0DURABlE MFG 2000 

0.17 0.13 0.01 0.01 .a.15
CONSTRUCTION 610 


,1140 0.18 ' 0.14 0.73 0.27 1.71TRADE&TRANS-OTHER 

3930 
 .a.08 .a.OS 1.80 1.42 4.18SERVICES 

9040 
 0.28 .a.1S .a.88 -2.79TOTAL 
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Table 8-5 - AJtemative Scenarios - Changes In. Jobs 

SHORT RUN CHANGES IN JOBS lin 1000.1 

SECTORS: 


(JOBS 1993 

SCENARIOS: 

BASE RUN 
I > I .. rv V
11000.1 I I I I 


FOOD: 14500 
 -17.8 -41.1 -73.4 -91.0 -178.2 
FARM PRODUCTS -3.8 -8.3 -22.8 -28.5 -58.42600 

FOOD PROCESSING 1700 
 -2.8 -8.8 -19.3 -24.3 -41.4 

. 2700
. TRADE&. TRANS-FOOD -4.3 -10.0 -28.9 -38.2 -72.2 
RESTAURANT . -8.9 -18.2 -2.4 -2.0 0.87700 


NON-FOOD: 112900 
 -103.2 -78.9 -63.1 -38.0 37~8 

NON-DURABLE MFG ·7.3 -5.8 -4.0 -3.9 -0.84700 

DURABLE MFG -11.7 -8.9 -7.8 -7.5 -4.21:4700 

·1.9 -1.4 ·1.1 -1.0 '-0.2CONSTRUCTION 8800 

TRADE&. TRANS-OTHER -23.1 -17.7 -16.1 -6.7 23.724600 

SERVICES 82100 
 -59.2 -45.3 -25.3 -20.0 19.1 

TOTAL 127500 
 -120.8 -120.0 -128.6 -129.0 . -138.6 

SECTOR: JOBS 1993 
 LONG-RUN CHANGES IN JOBS IN A DEFIaT-REDUCTION REGIME' 11000.1 

SCENARIOS: 
BASE RUN 

t I ...... rv V11000.1 I I I I 

FOOD: -8.6 -11.8 -43.3 -58.1 -128.014600 


FARM PRODUCTS -1.3 -3.1 .-15.5 -19;4 -46.32600 

FOOD PROCESSING 1700 
 -1.3 ·2.1· -12.8 -16.8 -38.3 
TRADE&TRANS-FOOD -1.8 -3.8 -11.3 -24.2 -68.12700 

RESTAURANT -4.3 -10.1 4.0 3.2 9.77700 


NON-FOOD: 112900 
 8.& 19.8 43.3 58.1 , 128.0 

NON-DURABLE MFG 
 4700 
 -2.4 . -1.8 . 0.& 0.7 . 2.1 
DURABLE MFG 14700 
 21.0 20.0 14.8 24.2 16.4 
CONSTRUCTION 8800 
 '22.8 21.8 15.1 23.1 1.7.6 
TRADE&TRANS-OTHER 0.1 5.3 13.8 8.8 87.2. 24800 

SERVICES -32.1 -25.2 -0.6 -0.5 25.882100 


TOTAL 0.0 0.0 0.0 0.0 0.0127500 


SECTOR: JOBS 1993 
 LONG-RUN CHANGES IN JOBS IN A TAX-REDUCnON REGIME 11000.1 
. 

SCENARIOS: 
BASE RUN 

I I .... rv V·
11000.1 
FOOD: 
 14500 
 -3~3 -7.8 -38.0 -49.4 -118.3 


FARM PRODUCTS -0.8 ·1.8 -14.9 -18.6 -44.02800 

FOOD PROCESSING -0.8 -1.6 -11.9 -14.9 -35.21700 


-0.9 -2.2 -18.8 -23.8 -55.6 .TRADE&TRANS-FOOD 2700 

RESTAURANT ·1.0 ·2~4 9.5 7.7· 18.47700 


NON-FOOD: 
 112900 . 
 3.3 7.8 38.0 49.4 118.4 
0.1 0.2 2.1 4.0 8.2.NON-DURABLE. MFG 4700 


DURABLE MFG 14700 
 1.0 2.3 2.4 4.7 .' 4.7 .. 
CONSTRUCTION 6800 
 0.9 2.1 0.7 1.2 0.8 
TRADE&TRANS-OTHER 2.2 6.2 9.7 7.1 41.724800 


-0.8 ~1.9 . 21.1 32.4 85.262100
SERVICES 

TOTAL 
 127500 
 0.0 0.0 0.0 0.0 0.0 
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Table B-6 -State Shara of Employment from 1990 County Bualneu Panama Data 

State Employment 
1990 

Thoua.-m 

Percent 
of 

National 
Total 

Percent 
of 

State Metro 

. Percent 
of 

State 
Non-metro 



,Table 8-7 - Short-Run Estimates of Output and Job Losses by Region 

CHANGES IN OUTPUT CHANGES IN JOBS 
(. Million.' (In 1000., 

REGION 
Metro Non-Metro' Total Metro Non-Metro Total 

ZERO SUPPAGE ASSUMPTION 

Northeast -1880 . ,~174 -2053 -25.7 -2.4 -28.1 

North Central' -1693 -429 -2122 -21.5 -6.3 -26.8 

Appalachian -616 -287 -902 -7.9 -3.6 -11.5 

Southeast -$15 -305 -1220 -12.6 -3.8 -16.4 

Plains -736 -265 -1001 -8.9 -3.0 -11.9 

Mountain -323 . -140 -463 -4.6 -1.9 -6.4 

Pacific -1250 -104 -1354 -17.2 -1.5 -18.7 

TOTAL -7447 -1704 -9151 -99.0 -21.5 -120.4 

LOW SUPPAGE ASSUMPTION 

Northeast -1798 -242 -2039 -22.3 -2.9 -26.2 

North Central -1933 -877 -2810 -21.1 -9.4 -30.6 

Appalachian -664 -402 -1066 -7:7 -4.7 -12.4 

Southeast -975 -610 -1485 -12.0 -5.4 -17.4 ' 

Plains -807 -587 -1395 -8.7 -6.1 -14.8 

Mountain -337 -262 -589 ' -4.2 -3.2 ' -7:4 

Pacific -1404 -215 -1618 -17.1 -2.8 , -19.8 

TOTAL -7929 -3084 -11013 -93.4 -34.5 -127.9 

HIGH SUPPAGE ASSUMPTION 
l 

Northeast -1692 -349 -2042 -16.6 -3.6 -20.2 

North Central -2333 -1574 -3907 -20.4 -15.8 -36.2 

Appalachian -727 -585 -1312 -7.2 -6.5 -13.7 

Southeast -1077 -827 -1904 -11.0 -7.7 -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 -138:5 

Note: The Zero Slippage estimates are an average of the results from Scenarios I and II. 
The Low Slippage estimates are an average of the results from Scenarios III and IV. 

. The High Slippage estimates are the results from Scenario V. 
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Table 8-8 -, Long-Run Estimates of Output and Job Losses by Region 

Savings-Investment Regime 

CHANGES IN OUTPUT CHANGES IN JOBS 
(.MIIII_' (In 1000.' 

Metro Nonmetro Total Metro Nonmetro Total 

ZERO SUPPAGE ASSUMPnON 

Northeast 58 35 93 -2.2 -0.2 -2.4 

North Central 472 58 530, -0.4 -0.6 -0.9 

Appalachian 110 45 154 -0.3 -0.3 -0.6 

Southeast 194 45 238 -0.5 -0.2 -0.7 

,Plains 126 -5 121 -0.4 -0.5 -O~9 

Mountain 78 6 84 -0.2 -0.3 -0.& ' 

Pacific 363 3 366 0.2 -0.3 -0.1 

TOTAL 1656 186 1842 -4.0 -2.3 ' -6.3 

LOW SUPPAGE ASSUMPnON 

Northeast 259, 
, 

-26 -234 3.2 -0.3 
" 

2.8 

North Central 191 . ~273 ·83 2.4 ·3.3 ·1.0 

Appalachian 72. -47 2& 0.8 -0.8 0.0 

Southeast 102 ·118 -15 1.4 -1.0 0.4 

Plaine 18.' -242 -224 0.8 -2.7 -1.9 

MGuntain 51 ·n ·26 0.8 -1.1 -0.4 

Pacific 175 -72 102 2.3" ·1.1 1.2 

TOTAL 870 ·855 15 11.8 -10.4 1.4 

HI~H SLIPPAGE ASSUMPnoN 
'-,' . 

,\' 

Northeast 142 , ~135 8 12.8 -0.6 12~3 

North Central ' -339 -865 ·1204 6.8 -8.4 -1.5 

Appalachian -6 -217 -223 2.9 -1.9 0.9 

Southeast ·63, ' -407 -470 4.8 -2.6 2.2 

Plai"" -179 -662 ·841 2.8 ·6.5 -3.7 

'Mountain -1 -225 ' -226, 2.3 ·2.6 -0.3 

Pacific -179' -206 -385 5.6 -2.6 3.0 

TOTAL -606 ·2718 -3324 38.4 -25.1 ' 13.3 

Note: The Zero Slippage estimetes are an average of the results from Scenarios I and II. 
'r The Low Slippage estimetas are an average of the results from Scenarios III and IV. 

The High Slippage estimete. are the results from Scenario V • I 

. ;,'' , 
"; ., 

z','., • 

" 
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Table B-9 - Long-Run Estimates of Output and Job Losses by Region 

Tax Reduction Regime 

CHANGES IN OUTPUT CHANGES IN JOBS 
.tMIIIIorwI lin 1000.1 

REGION 

Ih.... Nonmetro Totel Ihtro Nonmetro Total 

ZERO SUPPAGE ASSUMP110N 

Northeaet 28 ·1 28 0.03 -0.04 -0.02 

North Central 29' ·17 12 0.02 -o~28 -0.28 

Appalachian -4 .. -2 -6 0.03 -0.05 -0.02 

Southaa.t 11 -3 8 0.06 -0.03 0.02 

Plline -19 ·18 0.00 -0.22 -0.22 

Mountain _8 ·6 0 0.05 -0.09 -0.04 

Pacific 24 -4 20 0.14 -0.08 0.07 

TOTAL 95 ·52 ' 43 0.31 -0.79 -0.47 

LOW SUPPAGE ASSUMP110N 

Northea.t -51 -85 ·116 5.7 :.0.1 5.8. 

'North Central ·285 -381 ·845 2.8 -3.1 -0.3 

Appalachian -49 -99 ' ·148 1.2 -0.8 0.6 

Southea.t ·83 ·172 -265 2.0 -0.8 1.2 " 

Plline ~117 ' ·262 ·379 1.2 -2.4 ·1.2 

Mountlin -28 ·91 ·117 1.0 -0.9 0.1 

Pacific ·188 ·82 ~270 2.2 -0.9 1.3 

TOTAL -797 -1132 ·1929 18.5 ·9.0 7.4 

HIGH SUPPAGE ASSUMP110N 

Northe... ·167 -174 ·341 15.3 -0.4 14.9 

North Central .·814 -952 ·1767 . 7~3 ' ·8.2 -0.9 

Appaiachian -127· -288 ·395 3.2 -1.7 1.5 

Southeaat -258 -462 -720 5.4 ' -2.4 3.0 

Plaina ·313 -882 ·998 3.2 -6.2 ·3.0 

Mountain ·78 -239 -317 2.5 -2.4 . 0.1 

Pacific -541 -218 -757 5.8 -2.5 3.1 

TOTAL ·2273 ·2994 -5267 43.1 -23.7 19.4 

Note: 	 The Zero Slipt)age e.timete. are an averege of the re.ults from Scenarioa I and II, 
The Low Slippage e.timete. are an average of the reeulta from Scenario. III and,IV. 
The High Slippage e.timete. are the result. from Scenario V. 
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Appendix C: The Lower Uving Standard 
Income Level. 

The Lower Uving Standard Income Level is 
based on the lower living family budget issued 
by the Secretary of l.abor in the fall of 1981 
updated for price changes based on the 
Consumer Price Index (CPU. The lower living 
family budget is a measure of the total cost or 
amount of income required to 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 average families actually 
spend their' incomes.' The lower' budget 
assumes the family lives in rental housing 
without air conditioning, relies heavily on public 
transportation or uses an older car, .performs 
more services for itself, and utilizes free 
recreation facilities. 

The income levels are published annually, 
usually in March or April of each year. The 
Department of labor. publishes 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 

. metropolitan and nonmetropolitan leve!s. 

The lower living standard income levels are 
.used to define economically disadvantaged 
,individuals for job training services in the Job 
Training Partnership Act (JTPA) and in the . 

, Internal Revenue Code for the Targeted Jobs 
Tax Credit IT JTC). These programs use 70 
percent of the lower 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 a~e valid only for 
eligibility determination purposes under the 
JTPA and T JTC programs. This notice stems 
from the termination 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 CPt 

The four-person regional Lower Uving Standard 

Income Levels vary from .142 percent to 173 


. percent of the four-p~rson poverty income 

level: 

Percent 
of " .. 

J.m! f.m.!:!x 
Powny Guideline .14.800 100% 

Lower living Standard 
Nanheut 

Metropolitan 2&.640 173 • 

Non-metropolit.., 2&.460 172 

North Central 
Metropolitan , 23.480 169 

Non-metropoltan . 22.200 160 

South 
Metropolitan 22.420 161 

Non-metropolitan 21.080 142 

. w ..t 

Metropolitan 2&.220 170 

Non-metropolltan 24.640. 1.8 
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The Nutrition, Health, and Economic Consequences 
of Block Grants for Federal Food Assistance Programs 

Executive Summary 

Food .... ContJUm_ &.vI. U.S. Dep..unent of Agrlaultur. 

Eoonomlo ......oh Servi_ January 17. 199& 


The proposed Personal Responsibility Act. 
a key component of the Contract with 
America, 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 all USDA food an,d 
nutrition assist~"ce programs into a 
single discretionary block grant to 
States; 

o 	 Authorize 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 5 percent of the grant 
support administration, at least 1 2 
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 USDA'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 
Americans, the, food and . agriculture 
economies, and the level and distribution of 

,Federal support to States for food 
assistance are significant. 

The Personal Responsi~ility Act would 
significantly reduce federal support for food 
and nutrition assistance. 

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

o 	 Programs would be unable 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 
over the last five years _. a period 
marked by both economic recession 
and recovery - the block grant in 
1994 would have been over $12 
billion less than the food assistance 
actually provided, a reduction of 
about one-third (Table 2). 

o 	 States would be forced to reduce 
the number of people served, the 
benefits provided, or some 
combination of both. The 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 
elimination of the authority to establish 
nutrition standards will adversely affectthe 
nutrition and health of low-income families 
and individuals. . 

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

o 	 Low-income households . are at 
greater risk of nutrition-related' 
disorders and chronic disease than 
the general U.S. population. Since 
the nationwide expansion of the 

Food Stamp Program and the 
introduction of WIC, the gap 
between the diets of low-income 
and other families has narrowed. 

\ 

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

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

o 	 The Personal Responsibility Act 
would eliminate all federal nutrition 
standards, including those in place 
to ensure that America's children 
have access to healthy meals at 
school. Even small improvements in 
average dietary intpkes can have 
.great value. 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. adult 
population. 

o 	 The Act would also threaten the 
k~y components' of .WIC - a tightly 
prescribed combination of' a .. 
targeted food package, nutrition 
counseling, and direct links to. 
health 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. 

ii 



By ~educingfederal 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. 

o 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 effective 
in stimulating food purchases than 
a similar benefit provided in cash. 

o In . the short-run, the bill could 
reduce 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. 

o In the long run, the bill could reduce 
employment 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. 

o The economic effects would be felt 
most heavily in rural America. . In 

. both the' short~ and long~run, rural 
areas would suffer disproportionate 
job losses. 

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

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

o 	 If Congress appropriates the full 
amount authorized, all but 8 States 
would lose federal funding in fiscal 
year ,1996. California could gain 
about $650 million; Texas could 
lose more than $1 billion (Table 3). 

o 	 Although some States initially gain 
funding, all States would eventually 
fare worse than under current law. 
Over time, the initial gains will 
erode because the block grant 
eliminates the automatic funding 
adjustments built into the existing 
Food Stamp and Child Nutrition' 
programs. r 

. / 
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Table 1 - Effect of the Personal Responsibility 4ct on USDA Food Assistance Program Costs 
(Dollars in millions' 

,FIScal Year 
Total 

1996 1997 1998 1999 2000 

Current Law: , 

Food StampslNAP $27,777 $29,179 $30,463 $31,758 $33,112 $152,290 

Child Nutrition' 8,68,1 9,269 9,903 10,556 11,283 49,692 

3,924 4,231 4,245 4,379 4,513WIC 21,291 

All Other 1,784382 351 351 351 351 

Total 40,764 '43,029 44,962 47,042 49,260 225,057 

Proposed Law: 194,16635,600 37,138 38,756 40,457 42,214 
) -30,892'Difference -5,164 -5,891 -6,206 , -6,585 -7,046 

-13.7% ''Percent Difference -12.7% -13.8% -13.8% -14.0% -1~.3% 

Notes: 	Based on 'current service program level for USDA food assistance programs in Depanment 
estimates 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 Depanment of Health and Human Services. 

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

The Child Nutrition total includes all administrative and program costs for the, National 
School Lunch, School Breakfast, Special Milk, Summer Food Service, Nutrition Education 
and Training, and Child and Adult Care Food Programs, the value of commodities provided 
to schools, and suppon 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 Reservations, 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 increase in total population and the cost of the Thrifty 
Food Plan for the preceding year. Totals may not equal sum of columns due to rounding. 

This table assumes that Congress appropriates the full amount authorized in each year. 
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Table 2 - Historic8llllustration of Food AssiStance Block Grant 
(Dollars in millions) 

Vear 
Actual 

Food 

With Initial Reduction • Without Initial Reduction 

Adjusted Difference Adjusted Difference ( 

Assistance Block 
Grant Total Percent 

Block 
Grant Total Percent 

1989 

1990 

1991 

·1992 

1993 

1994 

$21,697 

24.778 

28,849 

33,519 

35,397 

36,928 

$18,941 

20,666 

21,971 

23,232 

23.369 

24,374 

-$2,756 

-4,112 

-6,878 

-10.287 

-12.028 

-12,554 

-12.7 

-16.6 

-23.8 

-30.7 

-34.0 

-34.0 

$21,697 

23,672 

25~167 

26,612 

26,769 

27,92() 

N/A 

-$1,106 

-3,682 

-6.907 

-8,628 

-9,008 

N/A 

-4.6· 

-12.8 

-20.6 

-24.4 

-24.4 

Notes: Actual food assistance includes total federal cost of all USDA food assistance programs, 
excluding Food Program Administration. The cost of food programs operated by the 

. Administration on Aging in the Department of Health and Human Services are not included. 

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

• 	 The initial 12.7 percent reduction in the first year is equivalent to the estimated percentage 
reduction in food assistance funding in the first year of the Personal Responsibility Act as . 
shown in Table 1. 
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Table 3 - Effect of the Personal ResponsibUity Act 
OJ" USDA Food Assistance Programs by State in Fiscal Year 1996 

'Dollars in millions) " 

DifferenceLevel of Food 
Assistance 

State 
J Total PercentCurrent Proposed 

- $105 -13$818 $713Alabama 
-13 ·13Alaska 97 84 

·109 -16Arizona 663 554 
422 403Arkansas - 19 -4 

650 184,170 4,820California 
5 1412 417Colorado 

- 49 -17297 248Connecticut
.. '34 ~ 3792 58Delaware 

"

- 52 - 38 137 85District of Columbia" 
2,194 1,804Rorida - 389 -18 
1,209 934 - 275 ·23 

~ 

Georgia 
-17 ·8Hawaii 215 198 

49 -38127 176Idaho 
1,741 1,483 - 258 ·15Illinois 

Indiana - 22 -3713 691 
·31 . 11Iowa 297 266 

Kansas 307 270 - 37 ·12 
Kentucky 740 582 - 157 ·21 

1,141 765louisiana - 375 - 33 
- 21- -11Maine 188 167 

Maryland 576 404 - 172 " - 30 
Massachusetts 608 577 - 32 -5 
Michigan 1,390 1,109 - 281 - 20 

-18 -4Minnesota" 508 490 
-127 -17Mississippi 730 603 

810 754Missouri - 56 -7 
111 140 29 26Montana 

Nebraska 187 175 -12 - 6 
New Hampshire 5 589 94 

-132 • 16 " New Jersey 836 704 
New Mexico 361 321 - 40 - 11 

145 150 5 3Nevada 
- 440 -14New York 3,101 2,661 

Nonh Carolina 930 849 - 81 -9 
Nonh Dakota " - 9 - 1186 76 
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) State 

Level of Food 
Assistance 

Difference 

Current Proposed Total Percent· 

Ohio 1,768 1,287 - 481 - 27 
. Oklahoma 528 475 - 53 -10 
Oregon 410 346 - 64 -16 
Pennsylvania. 1,617 1,465 - 152 - 9 
Rhode Island 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 ?-77 43 18 
Vermont 76 66 -10 - 13 
Virginia 783 597 - 185 - 24 
Washington 660 444 - 216 - 33 
West Virginia 405 309 - 96 - 24 
Wisconsin 
Wyoming 

467 442 
57 57. 

- 25 -5 
• 1 

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

Notes: Individual cells may not sum to totals because of rounding. 

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

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

• equals 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 legislation in the House ofRepresentatives, the AFDC Program would be abolished 
and replaced with a Temporary Family Assistance 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 TF A has either considered the extent of state flexibility or 
focused on the specific prohibitions on assistance, i.e., time limits, family caps, denial ofassistance 
to unwed teen parents and their children, denial ofaid to legal immigrants, etc. A separate CLASP 
'document reviews the TF A's prohibitions, work requirements, and frozen funding in detail. That 
document explains how the TF A 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. I However, it is also impqrtant 
to understand what the TF A 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 ofthese "options", but a 

, state could legally exercise any or all ofthese 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 TF A. 

I See The Temporary Family Assistance Block Grant: Frozen Funding, Flawed Flexibility (CLASP, 
March 1995). 

Center for Law and Social Policy 1616 P Street, NW, Suite 150 
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Under the TF A, 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 ald. If a state wished to say that applications for aid will only be 
accepted on the first Monday of the month, or the first Monday of the year; the state would be free 
to do so. 

No duty to act on applications within a particular period of time: Under current law, a state must 
act on a family's application for assistance within 45 days. Under the TF A, a state could decide ~o 

. acton applications within a six month time frame; qr.might choose to set no time frame at alL 

No duty to provide assistance to an eligible family: Iffunds were running low, astate could decide. 
to use waiting lists. Howeyer, there would be no duty to keep a waiting list. The statecotild also. 
just tell a family that 'there was no assistance available now, and the family, should check back in a 
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 a new 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 TF A, a state would be prohibited ·from using federal funds to provide cash assistance 
to 'a family for mOre than five years (with a state option to allow for extensions for 10% of the 
casdoad). 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 bei:rig 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 would 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 TF A, a state could decide to Close some or all of its rural offices, as a 
means to reduce administrative expenses or for any other reason. . 

No duty to maintain current benefit levels: Under current law, a state risks a penalty in its 
Medicaid program if the state's AFDe benefit levelsfall below their level from May 1988. Under 
the TF A, that protection would be eliminated, and a state would be free to set benefit levels as low 
as it wished. . 

Center for Law and Social Policy 1616 P Street, NW, Suite 150 
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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 ofthle amount the family qualified f<:>r, 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 ass~ssment of the individual. Nationwide, more 
than half of JOBS participants are in an education or training activity. Under the TF A, 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 
a required 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 penny 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 TF A block grant, there is no floor on state conduct. State spending will be subject to an 
annual audit, but nothing-described above would violate federa.llaw. 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 tickets to 
other states would be an allowable block grant expenditure. 

There is a difference between flexibility and chaos. The Temporary Family Assistance Block Grant 
would invite the latter. 
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"BLOCKINGtI DEVOLUTION: 
Why Block Grants are the Wrong Approach 

to Devolution-and Three Progressive Alternatives 

By Ed Kilgore tJ!Ul Kathken 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-abroad consolidation that gives the 
ultimate managers of domestic programs flexibility to meet national purposes 

. without micromanagement 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 proposed by the current crop of congressional Republicans fail 
to articulate the national purposes that justify federal involvement in the first 
place. 

Even in their ideal form, block grants do not supply a strategy for 
IIdevolution" of federal power as their proponents, 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 underc:ut 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 simply 
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 even less incentive for reform than under the current 
system, 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 
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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 crime 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, II 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. 
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apparently less important than maintaining Republican unity and political 
advantage. .. 

It is not clear, however, that the welfare blockgrant 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. 

I 

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 I 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 crime bill contained three separate new sets of federal policies 

affecting local law enforcement and crime prevention, with varying degrees of 
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The best test for any consolidation offederal programs is this: Does the 
consolidation clarify the national purpose 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 money 
from one layer of hureaucracy 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 resPQnse. 

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,tl 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 st~tels own 
IIbenchmarksll 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 
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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 w~lfare reform that would effectively 
transforrp. 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 and 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 IIswap" 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 "dumping" the coats associat.ed 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 
considerati~ns 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-Devolutionto 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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payoff 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 
employers, 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 ofgovernment, 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 capacity 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 
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Where will the mCBley come from? The most difficult issue-to resolve will be 
financing. If the federal government were to devolve certain functions 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 d 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 I 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 
ofdomestic policy of the Progressive Policy Institute. 
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'is a cynical device that "blocksII 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 mn best do the job? The federal government has advantages in areas 
su~h as social insurance and regulating matters that cross state borders. 
Important redistributive fUIictions, 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 mn 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 T~mporary Family Assistance Block Grant: Frozen Funding, Flawed Flexibility 

Executive Summary . 


On March 24, the House ofRepresentatives approved a bill which would eliminate the AFDC 
Program and replace itV,Vith 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 ~he 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. feqeral 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 nO,t 
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-l?ased 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 to 
implement the changes that matter most in reforming welfare. States should pursue alternative 
apprQache$ that could increase flexibility without necessitating the loss of billions ofdollars of 
federal assistance .. ' 

Key Features of the Temporary Family Assistance Block Grant 

H.R: 4. the Personal Responsibility 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 a:tnoun~, $15.39 billion, would be based on FY 94 fe.deralspending 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. Congressional Budget Office 
estimates indicate that the effect of the freeze would be a loss to states in AFDC/JOBSI 
Emergency Assistance of about $8 billion over five years; the Administration estimates' sta~e 
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 
discretiQn to decide how to spend th~ money on cash assistance and work-related 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 whe,re the caseload ' 
reduction was mandated by federal law). 
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· The bill would eliminate transitional child care and the child care guarantee. AFDC-related child 
care would be folded into a child care block grant which would have flat funding at $2.09 billion 
throughFY 2000. 

The TF A 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 funds? 

1. 	 The block grant offers the flexibility to cut assistance or spending, 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 families and children. ' 

The bill's overall work requirements increase from 10% in FY 96 to 27% inFY 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 aweek (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% inFY 96 and 
reach 90% in FY 98. The bill provides no adjustment in TF A funding to meet the escalating 
work requirements; in fact, the freeze in federal block grant funding represents adollar loss to 
states greater than t~e entire federal cost of the JOBS Program. Instead of providing open-ended 
access to child care funding, the PRA would consolidate child care funding intb 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 additio'nal federal JOBS/work funding over 
five years, along with continued access to matching funds for child care spending. ' 

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 "York program participation. The bill does offer an alternative way to 
meet the work participation rates. In calcuhiting 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 case load 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 families, or accept a federal 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 cert(iin ~ndividualsand 
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families. Among the. prohibitions would be a baron using federal block grants to provide cash 
assistance to: 
• 	 a child born out of wedlock to an individual un4er age 18 or to the individual until the 

individual turns 18, with, exceptions only when a child is born as ,a result of rape or incest; 
• 	 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 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 families 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 w~th respect to such a child; 

• 	 a family 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; legal ' 
perma,nent residents over age 75 who haye 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). 

These provisions would compel denial of federal assistance where states have not sought to do 
so. 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 s'tate 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 ofaid, but this group is estimated to eventually 
reach half or more of those currently receiving aid. 

Apart from its, prohibitions and work requirements, the TF A ~ould 
, 
seem to allow states much 

' 

flexibility in estabJishing 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 difficult 
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 500/0 match rate, the state's effective cost is $500,000, because,the federal' 
government pays half. 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,OOQ in state funds. Under the block grant, the option's cost forthe state is, quadrupled. 

. 	 . ~ 

A state would also be technically free to adopt broad participation requirements in work or 
training programs, but this freedom would be oflittle 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 JOBSfundit'tg when federal 
match was available, the likelihood ofa larger state commitment with:l00%'state funds, cannot , 
be promising. ' 

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 welfare reform. 

2. 	 The cost of the new flexibility is the loss of billions in federal funds and 'of the federal 
responsibility to share in program costs' ' 

The apparent premise of the TFA is that with increased flexibility; states can reform welfare 
while significantly reducing costs. In evaluating this premise, states should keep in mind the 
following: 

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 funding. 

Even large administrative savings would not likely compensate for the lost fed eralfund ing. 
In FY 93, 'state administrative costs for AFDCwere $2.8 billion: A 25% reduction in 
administrative costs would translate to $.7 billion; the federal funding reduction for the first year 
of the block grant is projected at $.8 billion. Moreover, are administrati've savings of this 
magnitude reasonable to project? Consider that: 

.. 	 Some state reforms may reflect important policy goals, but may add to admiriistnltive 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. 


• 	 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. 

" 
• 	 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 welfare reform: 

Inflation, p'opulation 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 AFDCbenefit 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 mayor 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 ofmoney from a $1 billion federal "rainy 4ay" . 
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 I 0%. 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 19905, 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 th(ee 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 limited 
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 populations; and when need increases in one area, 
it may also be increasing in others. 

In short, if and when costs 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 savingsf! Until recently, the litmus test of welfare 
reform was not reducing spending; itwas 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, CBb estimated thatthe annual 
costofparticipation 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 fora state to expand - or even hold constant - the size of its 'JOBS Program 
under the block grant in light of the frozen TF A funding and cap on child care funding. 

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 te~ting 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 subsidizedjob to those who reach the time limit, 
. have complied with program requirements, and are unable to find work.Befor~.having any . 
experience with a time limit, it is impossible fora 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 opportunity 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 mO-v'e toward a flexible entitlement 
system: a struCture inwhich states are given broad flexibility to write their own state plan, but in 
which the principle of entitlement 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 government 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 responsh::e to developing a structure which both allows states to design 
reform alternatives and maintai,ns 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. 
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Temporary Family Assistance Block Grant: 

Frozen Funding, Flawed Flexibility 


Introduction 


On March 24, the House of Repres.entatives 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 ofcash 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 TF A 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 flexibility 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 questions 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 involve-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 flexibility to cut, but not flexibility to mak~ improvements 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 basic safety net, the funding losse.s in the bill will make it 
difficult or impossible to do so .. 

• 	 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 I briefly summarizes key TF A and related child care provisions; Part II 
considers how much flexibility states will have under the block grant; Part III exp,}ores the cost of 
that flexibility in lost federal funds; and Part IV discusses an alternative approac4 to 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 provisi6n, 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 TF A' 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 offedenlI obligations to the state for FY 94, or 
the average ofobligations for,FY 92-94, with adjustments as needed to ensure that the total ofall 
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 maintain their current, or any, levels 
of state spending for the affected programs .. 

2. No federal duty to join in additional program costs; a limited set of "rainy day" options: 
If costs incJeased, 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 a duty 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 provide 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 individuals who met program eligibility conditions.' . 

5. Reduced Assistance Until Paternity Established: 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 
established 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 violation 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 

, Center for Law and Social Policy 1616 P Street, NW, Suite 150 
March 29, 1995 - 3 - , Washington, D.C. 20036 

http:would.be


violation of the statute, e.g;, to excluded 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 failur~ to 
meet an applicable work participation rate. In addition, current law penalties for failure to 
substantially comply with federaLchild support enforcement'requirements wguldcontinue. 

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 detail below) .. No a4ditional TF A funding is mad~ available. 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 AFDCfrecipients in ,education, training, or, work, , 
and the transitional child care program (which provides a y~ar 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 
discretionary block grant authorized at $2.09 billion through FY 2000. 

9. Bonus for reducing out-of-w,edlock'births: Beginning in F¥ 98, the state would be eligible' 
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 numbero[live births. 

II. How Much Flexibility will the TFA Allow?, ;' 

Evaluating state flexibility in the TF A 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 fainilies, 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 proyisions" states will have considerable 
flexibility in deciding how to spend the available funds, but the lack of federal resources will 

, 	 
greatly limit what states are able to do in welfare reform efforts. - -, - , 

' .... , 

A. 	 The Prohibitions on Assistance Will Become An Increasingly Serious Problem 
Over Time 

The major prohibition under the block grant is a bar from using block grantfupds;to provide cash 
assistance toa number. of categories of people. States would not be reqllired to p~ovidecash,' 
assistance to any indiyidual, but would be prohibited from using. federal ~n4~' t<fprovidecash, 
assistance to persons in the following categories: " , .' " , . :, ':, . ". ". .' .. ' 

, ' . ~ 
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• 	 a child born out of wedloc~ to an individual under age 18 or to the individual until the 
individual turns 18, with exceptions only when a child is born as' a result of rape orinc~st; 

• 	 a child born to a recipient of cash benefits under the state's program, or to an individual who 
received cash benefits atany 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 t~e effective date ofthe provision.: Statescould 
permit hardship exemptions from this proyision for up to 10% ofthe number of families 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; 

• 	 a family including an individual who has not assigned to the state any rights the individ~al 
(or other members of the unit applying for or receiving aid) may have to support from any 
other person; and , ' 

• 	 legal immigrants, except for refugees during their first five years in the country; l~gal 
permanent residents over age 75 who have lived in the United States for at ~east five years; 
legal permanent residents who are unable to comply with naturalization requirements 
because of ~;physical or developmental disability or mental impairment (including 
Alzheimer's dis~ase); 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 th<;m 90 consecutive days; 

• 	 assistance to,an jndividual 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); orto an individual who is violating a condition of probation or 
parole imposed under federal or state law. 

Where a state is prohibited from using federal funds to provide cash assistance, the state could 
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 sqbsequent 
grant would be reduced by any amounts spent in violation of the statute, e.g., toa 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 administrative tracking mechanisms 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-family penalties for 
failure to cooperate with child support enforcement. I 

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 iIi 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 forno·good cause exceptions. The arbitrary 10% cap on 
exceptions to 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.moreof these 
exclusions now, it is not in the interest of states to be barred from using federal funds to assist 
any ofthese 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 aiise: . 


:~: 

I In CLASP's review of state waiver applications to HHS, we have identified Q~e ;tate which is requesting 
to deny cash aid to teen par~rts (beginning in 1999) and one state that has requested-authority to impose full-family 
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 receiving 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 also tum 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 ofIost 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 ariother 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 wilLsteadily 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 result ,in 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 "g~t around" the federal strings ~f 
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, cutt~ng off assistance to a 
large number of people, or accepting federal penalties. 

The bill eliminate~ the JOBS Program, and contains no requirement to provide education, 
training, or child care assistance to individuals. The bill cOl.tains three work requirements. In 
effect, states are given the option to meet the work requirements by increasing work participation 
or by reducing case load 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 participaJion 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 elig~pility 
requirement to qualify for federal cash assistance.2 If that were the case, and ifa.ri\indivi~ual did 
not participate as required, then it would seem to follow that the cash payrp.enHo the family 
would not be an allowable federal expense. In the annual audit, a state would bb liable for any 

. '.' 

2 The other possibility is that this provision is not a stand-alone requirement or ~n eligibility requirement,. 
and is simply intended to be read along with the other participation rates. If that is the case, then it would seem to 
have no meaning (other than allowing people to say that the bill requires work after twenty-four months.). 
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funds paid in violation offederallaw, 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 strate,gy would 
risk loss of federal funds for anything less than 100% monthly compliance. 

The second work requirement is that a percentage of all families (ranging from 10% in FY 96 to 
47% in FY'2000, and reaching 50% inFY 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 aweek through FY 98, eventually 

reaching 35 hours in FY 2002). A full schedule is contained in the table below. 


• 	 Caseload Reduction: Net reductions in caseload below the FY 95 baseline would count 
tow~d 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, 
(ifany)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 federally-mandated time-limits. It is not clear 
how a state would be able to determine the extent to which case load reductions were the 
result of federal mandates.4 

A third provision would impose a separately-calculated work requirement on one parent in atwo
parent family. This participation rate would begin at 50% in FY 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 Committ::e 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 count 10 

toward its participation rate, 


, 4 For example, suppose State A had a caseload of 100 iri FY 95. Suppose that over the course of FY 98, 
25 'families 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 determ ine whether a denial of aid is the resu It of federal requirements. For example, if 
federal law prohibits assistance beyond 60 months, and the state imposes a48 month time limit (or a 59 month time 
limit), is the case load 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: 

Overall and Two-Parent WQrk Participation Requirements Under the TFABlock Grant 

Fiscal Year Overall 
Participation Rate 

Hours Required to 
Count as Participant 
Toward Overall Rate 

Two-Parent 
Participation 
rate' 

Hours Required to 
Count as Participant 
Toward Two-Parent 
Rate 

1996 0.1 20 50% 35 

1997 , 15% 20 50%1 
35 

1998 20% 20 90% 35 

1999 25% 25 
" 

90% 35 

2000 27% 30 90% 35 

2001 29% 30 90% 35 

2002 40% 35 90% 35 

2003 and after 50% 35 90% 35 

','\. 

With one exception (treatment of unsubsidized employment), the definitions ofcountable 
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 participated in one of the above activities for at least 20 hours a week, hours in 
excess of 20 could be counted for participation in: 

• 	 job search and job readiness assistance after the first 4 weeks in which the recipient is 
required to participate; , ". '1 

• 	 education dir~~tlyrelated to employment, in the case ofa recipi~ntWho has not attained 
20 years of ag~, and h,as not rece.ived a high school diploma or a, certificate of high 
school. equivalency; 

• 	 job skills training directly related to employment; 
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• at state· option, satisfactory attendance at secondary school by a child or head of 
household under age 20 who has not completed secondary sch?oL 

Note, however, that hours in excess of20 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 woqld 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 itis 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 substantia:! 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 ofthe 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 c~ses 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 applies 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 duty 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 

5 Note that either 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 ~ases would be exempt from 
federal requirements. Further;such aresult 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 placea 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 
subjectto 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 attain credit for caseload reductions., However, if the 
partiCipation rate requirements only apply to federally-funded cases, it appears possible that a 
state would need to make extremely large caseload reductions to be able to take advant~ge' of-the 
"case load reduction" option.6 For example, consider a state that:currently has a 50%'match rate, 
and 100 cases. Suppose uridertheblock grant that 50 casesbecome federaL cases, and 50 are 
state cases. If there is any caseload reduction, the state will presumably wantto reduce st.ate. 
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 reduction before the number of federal cases would 
decline.7 . ' , 

If, however, a state wanted to complywith 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 moyes to 90% despite 
evidence that the great majority of states have apparently been unable to meet a 40% AFDC-UP . . 
participation rate calculated in a more liberal manner. 8 In'fact, CBO's cost estimates for the TF A 
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 avoid the 
two-parent rate problem altogether by shifting two~parent'cases to being state-funded cases.9 

,6 In addition to the difficulties noted earlier, it is als6 hard to determine how it will be determined whether 
there has been a reduction from the FY 95 baseline if the particip~tion rate only applies to federaliy 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 
95, 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 offederally-funded cases by shifting administrative 
costs 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 
sort. 

8 Th~ current rate should.be less diffic~lt to sati~fy because it requires 16 hours aweek of participation (as 
opposed to 35) and because more activities are countable toward· the rate .. HHS' has not yet released infonnation on 
the number of states failingto meet AFDC-t)P participationrates for FY 94. Ho~ever, in Congressional testimon'y 
last year, it was noted that only niqe states had reported that tht;y expe~ted to meet the APDCcUP participation rates 
for FY 94. See Testimony of Kevin Concannon, on behalf of American Public Welfare Association, before 
Subcommittee on Human Resources, HOlJse Ways and Means Committee, August 9, 1994. . . 

9 This would be a.more feasible strategy in s~~tes that have smaller nu~bersoftwo-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 Vennont) more than 20% of AFDC families 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 proportionately to reflect any required hours which were not 
worked during the month. States currently have an option to apply "pay-for-performance" 
requirements for AFDC-UP families, and only a small immber of states have elected this 
option. lo 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 expense of providing assistance and work slots, and th~ 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. I I However, the rate continues to increase each year even 
though TF A 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. 12 

Most JOBS participants under current rules would notpount toward meeting the participation 
rates. In fact, it appears that in FY 93, less than one-fourth, and possibly a substantially smaller 
number of JOBS participants would have been countable participants at the 20-hour level under 
the bill's standards. 13 It is striking that in a bill ostensibly emphasizing state discretion, the great 

10 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. 


II There are substantial variations between states in the percentages of cases with earnings. Nationwide, 
in FY 92, 7.4% of AFDC cases had earnings 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 case load characteristics. 

, 12 ,One factor is that an individual working 30 hours a week is less likely to qualify for aid in a 10w-beI;lefit 
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 whi~h previously had the highest Medicaid match rates. 

13 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. See JOBS-ACF-IM-94-8 (September 29, 1994), Table I. 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 search requirements - wo~ld not be 
considered countable activities toward the 20-hour-levelparticipation rate:. ' 

I .j. 

As a'state sought to increase the numbers of persons counting toward the participation rates, the 
state would incur additional costs. This is because imposine work requirements necessitates ; 
additional spending, for the costs ofadministration, supervision~ and child care." For example: , 

.' 	 The original version of the Personal Responsibility Act(introduced in January) Included a 
work mandate 0[35 hours a weekfor 17% of the case load in FY 2000. The bill would haye 
added $9.9 billion in additional federal JOBS/work funding over five years, along with 
continued state access to matching funds for child care costs. 

• 	 The work, training, and child care portions of the Clinton Adrnini~tration's'Work and , 
Responsibility Act, including a work mandate for a portion ofthecasel~ad atthe two-year 
point, had five;..year costs estimated at $8 to $9 billion.14 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 needing 
child care was expected to average $3710; 

• 	 HR 3500, the, Republican welfare bill preceding the ·Personal Responsibility A,ct, .used a ' 
phase-in schedule for JOBS/work requirements in which participation escalated 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 wer~recognized to cost ~dditional billions last year -::and in 

fact, as recently as a·few months ago.:. how is it possible for the bill to impose these additional 


13( . '... contmued) 
figures would sum to 19.5%. However, this woulds'ubstantially overstate the numbers of countable partiCipants. 
Persons in job search/job readiness would only be countable toward the iO-hour-ltweJ in their first four weeks ih the 
program, and it appears (Table 15) that two-thirds of job search participants, and almost three-fourths ofjob . 
readiness particip'l-nts had been in the program for over two months and therefore would not betountable; in fact, 

, less than one-tet'ith ofjob search/job readiness participants were in their first month of p'r~gf~in partiCipation. 
Further, for all of the components, individuals would only be· countable when participating ~tleas't 20 hours a week. 
From published data, it is impossible' to calculate the numbers participating at the 20-hour-iev~l, but about one-third 
of those in the countable work activities participated below the 16-hour-a-week level. Table ItL 
, Apartfrom those in work-related components, an additional 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 n.ecessary to not also count them in the aggregate figure of employed AFDC recipients. 

14 The CBO analysis estimated budget authority of$9.2 billion for·the JOBS, WORK and Child Care, 

components of the bill, and estimated five-year outlays of$8 billion. 
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requirements without any additional TF A funoing and with a freeze through FY 2000 on federal 
child care spending? It is ,difficult to avoid the conClusion that the bill envisions that states will 
cut off assistance to 'large numbers of families orsimply accept the federal penalties - without 
increa~ed federal funding, no other strategy to meet steadily· escalating work requirements 
appears:affordable.' 	 . . 

The bill's flat child care funding would niake'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 govel111lient 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'fundingis particularly difficult to understand in the context of child care· 
because: 

•.' ifstate welfare reform efforts are successful more families will be entering employment, 
and child care costs would be expected to increase; and 

• 	 even' if a state envisions little or no increase in cash assistance benefit levels, a state 
would not likely envision that child care provider payment rates would or should be 
.froz6n for'the next five years. 

Some states may envision reduced costs since the bill does not require states to provide child care 
assistance for persons in work activities. Howeyer,' many states are likely to,be hesitant to 
tequire 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 orin unsafe settings. 
Before enactment of the Family Support Act, states generally did not provide the extent ofchild 
care assistance now being made available. However, before enactment of the Family Support 
Act, parents with children under 6 werb exeinptfrom program requirements; and programs did 
not typically mandate 20 or more hours a week ofprogram participation. ' Reporting from FY 93 
indicates (as one would anticipate) that the likelihoodofieceiving child care assistance increases' 
when children are younger; that average payments per child increase when children are younger, 
and that average payments increase when the parent's weekly scheduled hours are greater. IS

.' 	 .~ 
, 	 . 

Looking at the bill's ~ork requirements altogether.1eads one to conclude that states shouid find 
them very disturbing: they impose requirements without pn;widingcorresponding resources; they 

. woulji fail to 'recognize most ofwhat 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 crise§ when'substantial numbers ~f 
states were unable to meet the rates: . 

, 15 See Title IV-AChild Care Infonnation MemorandumCC-ACF-IM-94-2 (December 2, 1994), p.3; 
Tables 20, 22:' , . 
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Flexibility 'to Implement Reforms Limited by Lack. of Federal M~tc~ 
.; . 

Apart from its,prohibitions and work ryquirem~nts, the bilfwould seem to allow state~ ~uch . . , 

flexibility in establishing program rules. However, the fle?,ibility 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. 

Fo~example, some of the most common waiver requests ,in recent years have involved. propo~als 
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 federalc<;>st-neutrality requirements: A nulllber of welfare 
reform ,bills in 1994 would have given states option~ to make these chang~s. Technically, a stat!:! 
would be free to enact any of these changes under the block grant. 16 The problem, however,is 
that each ofthem costs money. Since the fedenll ,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 $500,QOQ; 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 

. - • ~ I 

option.· The problem is more.seve~e for poore~ s~ates. Consider a.state which currently has a 
75% federal·match. Unde~ cllrrent law, the state can implement a $1 million option for $250,000 
in state funds. Under the block grant, the cost of the option 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 ar~ already free· to require up to 80% of AFDC adults' 
(and more with federal waivers) to participate in work a,nd tr;:tining programs. The constraint 
preventing broader participation has nQt been (ederalrules; it has been lackofmoney. ·That 
constraint will be made more serious by the bill's freeze on TF A spe!lding and capon federal 
child care funding. 

In effect, then, the block grant would' allow broaddiscretion,in poli~y Opti9ns, but would greatly 
raise the cost of implementing any option that,necessitated new spending. Fqr the riche.st states, 
it would double the cost ofany option involving new spending; for poorer states, it Gould .. 
quadruple or quintuple the costs. Asa result, it seems cl~at that the blockgqmt,w6u1d.allow 

l 

16 The bill appears to prohibit states from implementing one change sought by some states: improved 
, '. ~ .. '; .J. ','. '. . 

treatment of child Isupport Under current law, AFDC families generally only receive the~ first $50 of child support 

paid on their behaif. Under. the bill, states would be. prohi~ited from disregarding any.amount onhild support 

distributed to the family ~h'en det.ermining the family's income for purposes of eligibility foras;;i'stance: 
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flexibility in implementing options that had no cost or involved cutting spending, but it would 
make it significantly more difficult to ,in:tplement many of the program changes. that states have 
considered most essential to welfare reform.' 

, HI. 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 anticipate 
even reco~ping the federal reductions through "administrative savings". 

: ~.'.' 

• 	 The cost's of welfare do not just depend on welfare policy. A number of factors outside the 
welfare system and largely beyond the control of state government - inflation, popUlation 
growth, demographic changes, economic changes - can all be anticipated to affect 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 phanges. . . 

Taken together, these factors lead to the.conclusion that the TFAapproach will seriously impair 
welfare reform efforts for any state that wishes to do more than cut off assistance to poor 
families. 

Federal savings are assured; states must generate significant savings just to adjust for lost 
federal fu,;,ds. Under the bill, federa.l savings are assured since the bill freezes federal spending, 
and federal costs would otherwise be increasing under current law. 

For example, Congressional Budget Office estimates indicate that under current law', projected' 
federal outlays for family slipportpayments would rise from $16.099 billion in FY 96 to $18.042 
billioninFY 2000. 17 However, the bill would freeze TFA spending at $15.39 billion in FY 96, 

17 The CBO estimates of current law spend'ing 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 thereafter. When the Family Support Act was 
enac~ed in 19,88, the legis'~tion provid~d 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 population 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 CB0-estimates, it appears that the five yeai' loss to states would be about $8 billion in 
AFDC/JOBS/Emergency Assistance funding. 18, Administration projections, estimate even larger 
losses to states. The Administration estimates the five-year loss to states at $11.8 ~illion.19 

'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: Anumberofstate 
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 co~ts in relation to the reduced federal ' 
funding. For example~ in FY 93, state administrative costs for AFDC were'$2.8 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 compensatefor the lost federal funding. By 
FY2000, the cost ofthe federal freeze is $2.6 billion; states would need to,elitninate almost all 
administr~~iv~,:osts to compensate for the funding loss. ' ' .~ ~....... ~ .. ;- ''''-:,' ,n :',' 

Are very large administrative savings reasonable to project? ,Clearly"states envision some level 
of reduced administrative costs through freedom from,federal regulations., This may or may not 
occur, but there areseveral cautionary notes to keep in mind:, ' 	 ' 

• 	 Some state welfare reform initiatives may reflect important policy goals, but are not 'likely' 
to result in reduced administrative costs. For example; inovingto a social contract system 
with expanded participation requirements adds to system complexity. Expanded school ' 

'Y..continued) , 
to drop to $1 billion in subsequent years. This was generally viewed as a provision which would ensure that 
Congress would review the program and make decisions about subsequent spending by FY 95: However, sinc,e 

,C0r:tgress has not yet done so, the cap will automatically d~op to $) biHion next year absent Con~ress~onal action. 

18 'CBO also estimates a five-year incre~se 0[$900 million inFoodStamp spen~1iJg:t~~if1ect the 
, . " 	 " ,,,' \.. 

reductions in fart:lily incom',e under the TF A. However, food stamp reductions contained in "ltother title of the bill 
are estimated to fe~ult in ~:$23.4 billion reduction in federal food stamp spending over Rve years according to 
calculations by thi,Center.'on ~udget and Policy Priorities. ' 	 ," 

19 The~dministratiori's estimates differ from CBO's estitnates because of diffe~erit es~imates of projected 
caseload growth: ' , '.: " , " ' 
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mcrease 

. attendance and immunization requirements likely add to administrative costs. Tracking 
months of assistance for time limits will add to administrative costs. 

• 	 Basic system improvements are also likely to add to administrative costs. For example, any 
t?ffort 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 to 	 d a more individualized, service-and-expectation focused approach, the 
effect may b administrative costs. 

• 	 Administrative costs have been farrly 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 administnitive costs relative to other states. There is a 
substantial range in reported state costs. Sixteen states already have administrative costs that 
are at least 20% below the national average. Those states withJower administrative costs 
may have attained them thrgugh 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 
alreadyhas significantly lower administrative costs needs to consider how much lower they 
can reasonablyget...._ ...... ~_..__ "'_"'_'" 

• 	 Finally, it is important to appreciate that manyfederai ~i~s'~e'i~' pi~~e f;ecause' th~y'~eek 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 reporti~g 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 TF A 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 sta~e will need to determine whether all members ofa case are federally eligible. ·If any are 
federally ineligible, the state will need to determine whether they are state-eligible. 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 collecting and reporting information about cases that may not 
be regularly collected now.20 

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 wpuld 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 increasing costs over a five year period. 
Those factors include: 

• 	 Inflation: If all else remains constant, costs will increase due to inflation.21 Might the state 
want to adjust grant levels at any time to reflect inflation? Might the state want to raise the 
salaries ofagency workers at any point between now and FY 2000? 

• 	 Population Growth: Ifthe same percentage of the state's population receives aid, the effect 
of population growth would be to lead to increased costs. The bill provides for a $] 00 

_ milli~fillld to be istributed among those states that have experienced population growth. 
This represents .6% justmentfor population growth over a five year period. To keep the 
amount in persp , one should consider that C3!lifornia's A,FDC benefit costs increased 
by $500 million from 1989 to 1990, and an additional $500 million the next year. 22 
Moreover, states ·have ,had and will continue"to ,have varying rates of population growth -

20 The data reporting requirements are described in the Appendix. 

21 The Congressional Budget Office projects an annual inflation rate of3.4% for Calendar Years 1996 
through 2000. The Economic and Budget Outlook: Fiscal Years 1996-2000 (Congressional Budget Office, 
January (995), p21. ' 

, ( . 

22 Apart from being small, there are other difficulties 'With the population adjustor. The bill indicates that 
a state's proportion would be the amount bearing the same ratio to $100 million 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 
tum partly on whether it had population growth, and partly on the extent of other st~tes' population growth. ,If a 
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 incr.::ase. 
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any state that is projected to have more rapid population growth is inherently disadvantaged 
by a frozen funding structure.23 

• 	 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.24 

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.25 

There mayor 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 in a "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. 

23 Fro~ 1980 to '1990, the nation's popUlation grew by 9.8%. However, twelve states had population 
growth of lit least 15% (Nevada, 50.1%; Alaska, 36.9<'10; 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 ~16.3%; 
Virginia, 15.7%). From 1990 to 2000, the nation's population has been projected to grow bYQL.!.~.J)Ut eight states 
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 [sland, Connecticut) and the District of Columbia are 
projected to have some population growth. See U.S. Department of Commerce, Statistical Abstract of the United 
States, 1994, at xii, 28, 33. ' " 

24 CBO Staff Memorandum, Forecasting AFDC Caseloads, with an Emphasis on Economic Factors 
(Congressibnal Budget Office, July 1993).. . 

. 25 CBO attributes much ofthe caseload,growth during the recession to demographic shifts, and the 
increased numbers of single parent households. However, it is notable that the recession also resu Ited 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 1989. Then, in 1990, 
participation jumped L2 million, 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 declini~g 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 interesfin spending additional state dollars in ord~r to 
put federal dollars in a reserve account for the future. 

Second, the bill authorizes states to boiTowa limited amount of money from a $1.biIlion 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 ofone 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 I %, 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 lastor, 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. 
C_osts in 1993. were $5 billion more than costs in 1989. A loan fund of $1 billion would 
address only a.fraction of the need ifthere were a comparable surge in program costs. 

The third option under the bill would be to move funds from another block grant into the TF A 
block grant. Other titIesofthe 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 Nutdtion'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 gnints are 
projected to iilVolve 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 w~en 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 cost of 
responding to increased need without federal match would,be t\Vice as high as under current la~. 
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 t~ each ~'!ate of 100 new 

, 	 ,; I,: ; ~ 
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cases under the block grant; the precise amount depends on the state'sbenefit level and current . 
match rate, but the cost at least doubles for every state .. 

Would the state's reform initiative generate savings? What about the impact of welfare 
reform itself? Until recently, the litmus test of welfare reform was riot reducing spending; it was 
success in ensuring that parents who could'enter the workforce would do so. Indeed,. when the , 
American 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 organized around getting more parents 
into the workforce. 

In.fact, 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 tun( Indeed, 'one reason why states have found the. waiver process Jrustrating has been 
federalcost:i.'neutrality requirements. 

, In each of these areas, one can offer a ~hypothesis that there will be initial costs, but long-run 
savings. For exaritple, 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 long-run savings, CBO projects 
costs for each of them. For example, last year, 30 states expressed interest in experimenting with 
more generous policies through the waiver process. At that point, CBO projected that: . 

• 	 ' If half of the states. adopted more generous earnings rules, federal spending 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; 

.' 	If states with 60% of the AFDC-UP caseload removed the I OO-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.26 

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 th~ TF A, the 
reduction in federal funding for FY 96 alone - $800 million - roughly equals the amountof 
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 limits. ' 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 in 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 result in savings. 

In summary, jf a state's vision of welfare reform involves anything more than eliminating 
assistance to needy families, the TF A would make it significantly more difficult to accomplish 
that vision. 

An Alternative: the Flexible Entitlement 

The TFA offers one-way flexibility - flexibility to cut spending and deny assistance, but not to 
implement the changes that many states have recognized as essential to welfare reform. The 

I,:,, 

26 CBOStaffMemorandum, The Administration's Welfare Reform Proposals: A Preliminary Cost 
Estimate (Congressional Budget Office, December 1994). 

Center for Law and Social Policy 1616 P Street, NW, Suite 150 

March 29, 1995 ' - 24- Washington, D.C. 20036 


http:coStS.26


question, then, 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 ofentitlement 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 national 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 should concentrate more heavily on data collection, evaluation, and technical 
assistance rather than detailed regulation 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'sresponsibility 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 aemographic 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 investments with assurance of a continued federal role. 

Conclusion 
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In the long run,the TFA is a bad deal for states, be9ause it ends the federal gove,rnment's , 
< ' ; ""., ,+ , 

responsibility to share in the ,cost ,of payIng for ,welfare t:efonn. IfCongress is truly ,committed to 
, ,- \. "'. 

state flexibility - as opposed to j4st cutting federal spending -' then Congress ~hould be" ".':. ,,' 
responsive to developing a structure which both allows states to design refonn alternatives and 
maintains a federal role in joining in the. costof implemt;nting reform . .The priceof.st~.te , 
flexibility should not be the Jossof,$8.to:$12;billion overtive years, and the loss, of the fedenll-,'~ 
government's duty to respond tq. increased needB.' ; .: . " '. " .' " .' ,,':' 
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Appendix A . 

A Summary of Key Provisions of the 'Temporary Assistance Block Grant 

L 	 Funding 

A. 	 State Share: Each state would receive a share of$15.39 billion, an amount intended to 
reflect 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 level of state spending for the program. 

C. 	 Transfer of FundsTo 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 (ifpa~sed 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 ftlnd ifa 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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II. 	 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: ,. 

1. 	 provide assistance to needy families. so that the children in such families may be cared 
for in their homes or in the homes of relatives; . 

2. 	 end the dependency of needy parents on government benefits by promoting work and 
marriage; and 

3. 	 discourage out-of-wedlock births. 

B .. Prohibition on Medical Services: A state would be prohibited from using any part of its 
federal TF A 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 throughto 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 until the individual turns 18, with an exception when a child is born as a 
result of rape or incest; 

.2. 	 cash benefits to a child born to a recipient of cash benefits under the state' s prog~am, 
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 for children born as a result of . 
rape or incest; 

. 	 . 

3. 	 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; . 

4. 	 assistance to a family including an individual who the state child support enforcement . 
agency has qetermined is not cooperating in establishing paternity ~f any child of the 
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individual, or in establishing, modifying, or enforcing a support order with respect to 
such a child; , 

5. 	 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 devdopmental 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'co.nsecutive 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 ofvouchers. 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 ori 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: An' individual 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 S,SI would be 
ineligible for federal block grant assistance for 10 years. 

III. Federal Oversight/State Plans: Generally, federal oversight would be minimal. 

A. 	 Certifications: A state would be required to submit a state plan certifying:., 

1. 	 that the state will operate a child support enforcement program; , 

. 2. 	 that the state will operate a child protection program, including a foster care and an 
adoption assistance prograin. 

B. 	 Outline: The state plan must also outlinehow the state intends to: 

" 

1. 	 conduct a program designed to provide cash benefits to families.with needy children 
and provide parents iIi these families with work experience, assistance in finding· 
employment, and other work preparation activities and support services the State 
considers appropriate to enable such families to leave the program and become self
sufficient; , 

2. 	 require atleast 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; , 

3. 	 require parents to participate in work 'activities (as: described below); 

4. 	 treat new immigrants from another state, if the, state elects to treat them differently 
from other families; the state is authoriz,ed to pay the benefit level ofthe prior state 
for the first 12 months; 

5. 	 take reasonable steps the State deems necessary to r~strict the ~seand disclosure of 
information abo\lt indivi~uals and ~amilies,receiving benefits under the program; 

6. 	' take actions to reduce the incidence of out of wedlock pregnancies; actions may 
include providing unmarried mothers and fatl}ers with services to avoid. subsequent 
pregnancies, and to p~ovide adequate care to their children. 

C. 	 Restriction on HHS Authority: Except where expressly 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%; 

5 
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 
(IEVS) designed to reduce 'fraud; 

4. 	 up to 5% if the state fails to meet the applicable work participation rate for the year. 

5. 	 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 current law guarantee of child care assistance for 
participants 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. TheTwo-Parent 
Rate would be the number of two-parent families in which at least 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 tates for the year. The applicable rates and hourly thresholds would be as 

/ follows: 

Overall and Two-Parent Work Participation Requirements Under the TFA Block Grant 

Fiscal Year Overall 
Participation Rate 

Hours Required to 
Count as Participant 
Toward Overall Rate 

, 
Two-Parent 
Participation 
Rate 

Hours Required to 
Count as Participant 

. Toward Two-Parent 
Rate 

1996 10% 20 
, 

50% 35 

1997 15% 20 50% 35 

1998 20% 20 90% 35 

1999 25% 25 90% 35 

2000 27% 90% 35 

2001 29% 90% 35 

2002 40% 90% 35 

2003 and after 50% 35 90% 35 

3. 	 Requirements to Count Toward Rat~: To count toward a rate, the individual would 
have to be "engaged in work activities", i.e., make progress in work activitie~ at a 
level of minimum average number of hours per week during the month (~eflected 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 3.0 hours a week) must be attributable to: 

• 	 unsubsidized employment; 

• 	 subsi~ized 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 qnly for the first 4 we~ks for which 
the recipient is required t? participate in work, activities. 
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For the overall rate, hours in excess of20 (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 4weeks in which the 
recipient is required to participate; 

• 	 education directly related to employment, in the case of a recipient who has not 
attained 20 years ofage, and has not received a high 'school diploma or a 
certificate of high school equivalency; 

• 	 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 secondary 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 ofHHS determined that the reduction.inthe number of families receiving 
such assistance was required by federal law .. (It does not seem clear precisely what 
this 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 agairtst any state .. 

D. 	 Annual Ranking and'Review::The Secretary 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 ReportlData CollectionlEvaluation 

A. 	Annual Report: Not later than 6 months after the end ofeach fiscal year, the state would 
be required to transmit to the Secretary aggregate information on families to which 
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assistan~e was provided during the fiscal year under the State program operated under the 
block grant or under an equivalent state program: , 

1. 	 the number of adults receiving such assistance; 

2. 	 the number of children receiving such assistance and the average age of the children; 

3. 	 the employment status of such adults, and the average earnings of employed adults 
receiving such assistance; 

4. 	 the number ofone-parent families in which the parent is a widow or widower, is 
divorced, is separated, or is never-married; 

5. 	 the age, race, educational attainment, and employment status of adults receiving such 
assistance; 

6. 	 the average assistance provided to the families under the .program; 

7. 	 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; 

8. 	 the number of months since the most recent application·for assistance for which 
assistance has· been provided to the families; 

9. 	 the total number of months for which assistance has been provided to the families 
under the program; 

10. any other data necessary to indicate whether the State is in compliance with the state 
plan; , 

11 .. 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 

12. The number of part-time job placements 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 ofIncome and Program Participation (SIPP) to evaluate the impact ofwelfare 
reform on a random sample of families, paying particular attention to th~ 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 
costlbenefit 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 1, 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 Ilf~lIer.1l1 .I....J.....".... ' MUimuqI 
Rate for Monthly 
AFDC AFDC Grant 

Benefits . for family of 
FY 9S . January 1994 

AnDual 
.State Costs 
for Cash Aid 

to 100 new 

: Annual 
State Costs 

for Cash Aid 
to 100 new 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District of 
Columbia 

Florida 

Hawaii 

Idaho 

Dlinois 

Indiana 

Iowa 

Kansas , 

70.45% 5164 

50.00010 5923 

. 66.40010 5347 . 

73.75% 5204 

50.00% 5607 

53:10% 5356 

50.00010 5680 

50.00010 5338 

50.00% $420 

56.28% 5303 

62.23% 5280 

50.00% 5712 

70.14% 5317 

50.00% 5367 

63.03% 

$426 

.58.90010 $429 

69.58% $228 
.' 

5190 

63.30% . $418 

, 
$252,000 

51 966 

$ 907 



The Risk to States Under the TFA Block Grant 


Annual.· ADDual' 
. State Costs State Costs 
for Cash Aid for Cash Aid 

to 100 Dew to 100 new 

STATE ederal Muimum 
Rate for MODthly. 
AFDC AFDCGrant 

Beaefits for family of 
FY95 J4Duary 1994 

Massachusetts 50.00010 5579 . 

:Michigan 56.84% 
Washfenaw Co. $489 $253~263 

Co.' $459 5237725 

Minnesota 54.27% 5532 

78.58% 5120 

59.86% 5292 

70.81% "$401 . 

60.40010 $364 

. 50.00010 5550 . 5330,000 

New 50.00010 $424 

New Mexico 73.31% 535; 

New York 50.00010 
Sutfolk Co. 5701 

5577 

North Carolina .64.71% .5272 

North Dakota 68.73% $409 

Ohio 60.69% $341 

Oklahoma 70.05% $324 . 

$460 

. i 



The Risk to States Under the TFA Block Grant 


STATE Maximum 
Rate for Monthly 
AFDC AFDCGrant 


Benefits for family of3 

FY95 January 1994 


63.31% S184 

73.48% . $414 . 

60.82% $638 

50.00010 S354' 

51.97% S546 

74.60010 $249 

59.81% S517 

Rhode Island 

South Carolina 

55.4~1o $554 

South 'Dakota 68.06% $417 
" ,.. 

Tennessee"'. 66.52% S185 

Sources: 

70.71% $200 

S295902 

Annual 
State Costs 

forCasb Aid 
to 100 new 

Annual 
State Costs 1'.,.,.,.,.•".'.:t.·.llBH 

for Cash Aid .,.... 

to 100 nell' 

Column 2. Medicaid Match Rates-Federal Share under cum:nt law. Table 10-17 Federal Share ofAIDC . 
Payments. FY 1995. 1994 Green Book. Ways and Means Committee, U.S. House of'Representatives. pp. 383·385: 

Column 3. Maximwn Monthly AIDC Benefit level. for a 3-person family January 1994. 1994 Green Book. pp. 
368-369. 

Column 4 reflects the alinual State costs for AIDC cash assisbmce to 100 cases under CUJ'l'eDt law. (Calculated 
by ClASP: monthly be:ne6t x 12 months x 100 cases x State share.) . 

Column 5 is the annual State costs for cash aid to 100 new cases under a block grant with DO Federal match for 
additional costs afta'the federal allotment has been exhausted. (Calculated by CLASP: monthly benefit level x 12 
months) -' . 

. Column 6 is the difference between State costs for 100 new cases under current law and under a block grant 
(Calculated by CLASP: Column S • Column 4), 



,> 

For further infonnation on CLASP 

Publications, contact: 


CIASP 

Center'for Law and Social Policy 
, 1616 P Street, NW - Suite 150 

Washington, DC 20036 

2021328-5140 
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. \ January 19,1995 
, "'~ 

FROM: , JENNIFER O'CONNOR " 

. SUBJECT: ATTACHED LETTER FROM'SECRETARY'SHALALA ON BLOCK, 
. GRANTING INCOME'SECURITY PROGRAMS' 

, ,-';', 

' ..:.' 

'. 
. ..'. , 

Secretary Shalala sent this over and asked that I get a copy to you right away: .I gave the 
.original to John Podesta and ~ethim"know copies went:to.you.' . 

. 't· 

\, . 
~ ;/ , 

, t., 



, " " . 

TH'E SECRETARY 01" HEALTH AND HUMAN SERVICES 
~ 	 , ' , 

WASHI'NGTO~:'D:C: 20201 

i' 	 , JAN, I 9 '1995 
.; , .' 

MEMORANDUM 'FOR THE PRESIDENT 

SUBJECT: Block Gr~nting Income s~<;urity Programs 

As many of us expected, the Republica~ welfar~ strategy h~s Shifted: yet' again. ,', Their 'initial 
'r billfrom last year included training, time limits,and work requirements, and wassimilar in 

impQrtant respects to (!jur own. The bill.included iri the <;ont:ractwith~eripa is mostly a 
plait-thatpenalizes poor 'famili~s and Ichildre,Ii.by highly restrictive (some wquld I say , . 
vindiCtive) ,eligibility rule(and ~rbitrary cut -offs with no additional supports to ,he"ip people 
get off lilDd stay off welfare. Now they are moving to~ard a third strategy, converting many 

,domestic programs, many ,of them entitlements, into discretionary, block grants and leaving , 
welfar~ reform to, the 'states' in a grand'bargain' witli the governors. ' " 

We beiieve this may be a defining issue 'for youiPre~idency. The proposal you submitted 
'last year'has as its goal a nationwide ,transformation of the welfare system.into one that ' 

, emphasizes work and responsibility' while protecting, ~eedy 'children and support,ingparents ' 
who play by the rules: ' By contrast block 'grants l(lrgelyaba,ndonthe hope'of b6ld riational , 
change tow.ard a,welfare systeinmorein keeping with ,the nation's ,values. Moreover,'hlock 
grants wouldrepresent a profouIidandlargelyirteversible change in'the policies designe~r to 
support low income families. ,In ,the end~ we fear,real welfare'reform would not be ",I" ' 

achieved, and that both states' ·and low income families could be far more vulnerable 'as' a 
, 'resuii of :~uch a plan. ' 

" 

The Emerging Republican Proposai ,;" , 
, Although their proposal is continually evolving, it appears th~t :Republicans in Congress 'and' 
, sel~cted Republican governo~s are currently discu'ss;.ng an alterrilltiye that ,creates' three block 
, grants, 'forr cashassista'nce, food assistance and child care" and leaves open ,the possibility of 
, six more,block grants. ' The two block grant proposals that involve the most draIJ?atic change 
'from ,current poli~y involve cash assistance and food stmips. The proposal appears to have 
'the following ,elements: \ 	 ' 

o 	 fixed federal funding with annual spending caps' for the programs included in 
/ the, block grants (nota <"swap" of both fiscal ,and prpgratnmatlc responsibility}; 

" 	 . " ~ ~ 

, ' 


" 0 
 a shift from erititlement to discretionary status within the feder~l budget, with 
the implication that the annual spending caps come ,under the overall 
discreti~narY spending caps imposed, ,by the bu,dget, and thus compete WIth all' 

~ , ~ • 	 I 

, , 

',' ,,' 

, , I 

http:discu'ss;.ng
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" , 	 , I 

, , 'I, 

o.ther disct~tio.nary spending; 'I, 

0. an allo.catio.n of these 'fixed federal, funds tQ, ~estate,s by fo.nnula, pro.bably a 
, fo.nnula' based' o.n state spending o.n the programs in a base year, perhaps with 

, so.me adju~tments o.ver time;',' ' , . 

:' 0.' dramatically increased flexibility-for the states in 'administering these ' 

,programs, im;:luding the: freedo.m·to.eliminate any ,state matching funding for 

the pro.grams and, to. defme the gro.ups.eligible for help, ' , 


. IUs hard to. o.verestiInat~'ho.w radical' a change this ,wo.uld be. .Since the establishment ~f the " 
AFDC program in 1935 and the, fo.o.d stamps program in.1965, ,every needy family o.r' 

, individual woo. meets the requirementsJo.r the pto.gramshas been ent~tled to 'get'help. 'The: 

federal go.veinmenthas auto.~atically'adjusted its funding otthese programs as the eco.no.my 

'mo.vedup a~ddo.wri and has,matched$tate co.ntributio.ns to. enSure that this co.mmitment to.,· 

, suppo.rt f9r the' needy isa genuinely shared respo.nsibility. And while the 1988 Family 
, Suppo.rt Act placed new requirements and respo.~ibi1ities o.n indivi9ual recipients, it retained 

" the'central idea o.f an en,titiement fo.r individuals and states. A blo.ck/grant propo.sal giyes.:· 

,each state a fixed po.o.l o.f mo.ney and leayes the states wii,h virtually, co.mplete auto.no.my to. 


, decide who. gets'suppo.rt and when, alo.ng with the co.nipl~te f~scal burden fo.r any spending 

abo.ve the grant. . ',' 	 , , , 

. I 

" 	The Appeal of Blo~k,Grants , ", ' 
There are o.bvio.us' advantages to. chang~g the nature o.f the prqgr~s in this fundamental 
way, which make the block grant pro.po.sal attractive \:;lo.th to. Republican members of 
Co.ngressand'to. at least so.me go.verno.rs, Blo.c~ grants give eno.nno.us flexlbility~to the states, 
hnd largely get the Fedetal go.veniment o.ut o.f ,the ,business,' o.fdeterinining welfare po.licy. 
States are ~ager fo.r dramatically mo.re flexibility, to. respo.nd to. their ~ndividual needs, ' 
circumstances and budget co.ristraint~, There are po.werful .and legitiniate arguments that the 

" ,Federal go.vetnnient, has been to.o. prescriptive and that the wide array' o.f pro.grams and rules 

'has created needless bureaucracy and sometimes co.unterpro.Quctive imp~cts~ ,/,,' 


" 	 '. 
, ., ~. 

" " A ~eco.nd clearapp~al o.f convertiIlg welfare into.' discretio.nary block grants is that if shrinks 
the federal go.vernment and controls f~deral~o.sts~ The pro.po.sal eli1:ninates several. ,,' 

, entitlements and subjects the pro.grams to. the increasingly tight appro.pt'iationspro.cess; -it can - . 
generate clear and immediate savings tbto.ugh direct budget cuts'witho.ut the' need to. design' 
practicaJ, ..programs' that can· be sho.wn to. actuiilly get people o.ff o.f welfare.' In many ways;, 
this propo.sal gets its pro.po.nents o.ff the ho.o.k o.n welfare, refonn -- they neither have to 
embrace a plan similar to. o.urs,(giving you co.~iderable credit), no.r do.' they 'have' to. ado.p~ , 
the' divisive and, draco.nian plans that the mo.st co.nservative members o.f their party are 

. propo.sing. '.'"" , / " 	 I" 

Blo.ckgrants,co.uld ho.ld so.me appeal fo.r out admiIli'stratio.n as well. ,In so.me respects they 
appear superio.r to the ~raco.nian cuts the Republicans have o.n the table no.w. And they se~m 
co.nsistent with your strong co.mmitment to. state flexibility.' But such it plan ho.lds . , 
co.nsiderable dangers, : . ' . 

i 

, 
" 	 ; 
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The Dangers of Block Gr~ts, 
/ : 

., ", 
Block'grants imply' that we, h3ve no real natidmi.l goals .or vision for our social, welfare 
system. 'But a national system haSt a critical role to play in reinforcing. protecting and 
supporting families struggling to achieve independence.and in'supporting ana protectiIig 
states. As discussed below. blockgrantsfail to protect vulnerable childrep,will not result in.' 	,,\. 

\ 	 real welfare ,refoi"m~ and will not protect ,the states from economic changes. And eliminating 
the ent,itlem~nt .status' of SSI, Medicaid, and food stamps aiongwith AFDC wilf put miilions' ' 
of el,derly, disabled, and working poor Americans at risk.·, ' . 

. -'. 

Ending Welfar~ As We Know If .' .'. . " 
. The current welfare system reinforces many of the wropg values and desperately needs to be 
transformed to emphasize wdrkand responsibility. The federal' govertnnent. is certainly.. . 
cl:llpablein the current meSs. ~ut the states'are equally resp~:msible .. Simplypa~~ing-the," '\ 
buck to the states is .not welf~re reform: . 

o States could do considerable' reform now, but efforts i~mosthave been modest. .The 
. 	 , .' -' " '. .'!,. 

.. ' states have had the flexibility through state' options and waivers to funda.m,entally 
change their systems for,years. ,Few have done much to r~ally'tJiansform welfare . 

. -Every state' s;ould require work apd training Of nearly every recipient with9ut ,any' , 
·waiver· at all: Yet only· 17 % of the· caseIoad participates. in the JOBS program each' 
·month. " " I'.. ' 

" .,' ' ,'. . ',.' )'. . ' ,I ~,. . . .'. .' 

o 	 In the past, reform. has been led by a few states which demonStrated a nel1l and better 
· vision; but large scale'reform oniy came when the federal government insisted on real
performance., Your,.own leadership on the family Support Act, for example, can b~ . 
credit~d with starting state-level welfare reform. In areas from pa~em1ty ; 
:establishment, to red~ced error rate~, to welfare to work progra:m~, the history of 
,reforin is that the -bulk of the' states got serio~s only after' the federal. government, 
in$isted on improvements. 

, 0 Because many states face very tight budgets: there ,mily be little room to invest in 
--movirig'peop'te offwelfq.re~ If ablockgrant'coinbines JOBS, AFDC aildother 

re'sources, there is reai danger that many states . will opt for continu~ng' benefit ' 
'payments rather than spending new state money to pay for training' and Sl:lpport" , 
services. It is often cheaper in. the very short, run just to write checks 'than to'invest 

, in training and job plac~ment. 'The experience with th~ Family Support, Act is quite. " 
revealing. . Even with a very ia.rge federalmatch>many states· did not draw down ::. 
theiLentire allocation of JOBS'· mone);, , They almost unive~sally gave the reason that 

. ,their budget situation did not allow it, With'a·.blockgrant, every new dollar for "
, welfare to wprk programs will have to come entirely from state funds., ' 

. The ~easonsstates l1~ve been sl(;w to change are m~ny,but part'o(tlte proble~ involves. , 
.. resources and resolve. Fundam~,ntally transforming welfare is,.'difficult, unpredictable; 1 

initlaily costly, highly controversial, and potentially risky for the families involved (and' the 
politicians) .. No wonder many in Congress would prefer to wash their hands-of the whole 
problem. However,_ t!'tere are many valid reasons for a nati~)llal framework for reform. 

) :." 

. I. ':' 
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o 	 Issues with a .large inferstate ctmzponent require some federal role. ' Some 35 % of . 
child supp~rt enforcement cases involve interstate claims ..Only a nationaf ' 
Clearinghouse and tracking system can really do anything'~bout such claims. 
Sirriilarly . a system of welfare where' onestiite impose's time limits and another' offers .) 

. training while ~' third pays cash aid indefinitely plainly invitesi'the needy. to move . 
. between jurisdictlonsas 'bepefitsexpire or requirements becoineserious. ' 

, 	 , . . ".\ . 

o 'WitfzoUt a federal vision and framewo,:k, it is ha~d to' achieve any accountabilitY.' ". . 
yvaste and fraud are nearly impossible tb track in a·fe'w-~trings-attached block grant 
'where each stat~ ha~ Its own :wildly djfferent program. . , 1 . 

, Q 	 Loss of a Jeder(ll stake ~ould lead toredu~ed c0111mitment to training, child 'support . 
and other activities. Currently :when th¢federal government spends money for child 
support enfor~ement' or job tra~ning, it shares in any reductions in AFDC payments· 
that are achieved because the program is a, state and federal partnership. ' Unless, the " 

, biock g:r:ant will·be reduced when child support collections rIse or caseloads are 
reduced' by tr~ining. there will. be little direct' fiscal benefit to the federal, government 
from investing in child support or training. Thus· theimpettis for federal,support for, 
these actiyities eouid shrink. . . ' .' , 

.: Protecting States from Recession. Inflation. and Demographic Change , 
. One of the lea~t understood and most important benefits 9f the current federal ro~e~s the 
, 'considerable protection it offers states 'during, times ofrecession~ inflation,. arid demographic 
~~.' .... 	 . 

o 	 Federal entitlement'pciyments for Food Stamps and AFDC are automatic stabilizers. 
When the ecoriomy dips in a state, fed~ral dollars automatically move in early in ways 

. ;that help maintain the economy and protect Citizens. It is not uncommon for , ' 
case loads to rise 20'0~ even 40 percent in a Year.,or two as a'recession hits. -The, 
federat"govemmenq>ays an,averageof.80% ofthe benefits of AFDC plus food' .' 
stamps..A block grant has no such stabilizingeffecf,.The state will be faced with an 
evert deeper recession since neW federal dollars will' not be flowing in.. This will occur 

. ,at the same time the state faces losses in tax revenues, and the :need to pay. the full 
, cost ofsupport for all the newly needy recipien~s, States may be forced-to cut back on . 
support at a time when private, reso.l!rces, both those .of families and those ·of privat~ 

• charities, are significaJitly diminished. 	 Inflation also cuts the real value of benefits 
over time, a .process which would be' exacerbated with a set block'grant. 

o 	 Entitlement payments automatically adjust for demographic ~hifts.· Demogtaphi~ 
changes caused by migration and immigration can radically change the' population 
base of a state over time .. States like Flonda and California have seen '.massive . 

,/ .changes in· p0l'ulation. 	 " 

Obviousiy , whaf state~ 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 .. ' 
t~em' qui!e vUlnerable. Just 'how q~ic~ 'a?d serioUS the, effects of recessions? demographics, ' 

, 	 .' . . . . . 

',. 
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, and inflation' can be are shown in the accompanying' tabk whiCh .illustrates what, would have 
happened if ablock grant had been set in 1987~ Texas and Florida'would have lost 46' ' 
percen( and.61 percent of their federal dol1a~s 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 in place in thep'revious five years when the. 

, Midwest suffered from recession: 

Protecting the Vulnerable . . . . . '. .' . 
. Franklin Delano Roosevelt, a harsh critic of "the 'dole, " once said, "Human kindness has 
never. weakene,d th¢ stamina.or softened the fiber of a free people.' A nation doe~ no~ have to 

, be ~tuel in oI:der to be t<;mgh. " 'Tbe:--Catholic Bishops'start with ensuring the basic digiuty of 
.. the 'individual.' Ronald Reagan talked of a safety net: FOf'morethan 60'years there has been' 
"a-clear national, commitment to a core foundation ofprotection. The elderly and disabled, are .: 

, 'assuted some .'minimum level of economic,.support through SSI and Medicaid. , Food stamps 
. ensure tl1at 'no' American,s, 'regardless of their state of residence, need go' hungry.· AFDC, 
calls. for· every state to 'provide. some financial, protection for needy children.· Our health plan 

. was based. on the notion thaf everyone' should· have the security' of basic health cov.erage. . 
. " ' 	 ' ,." .. . . 

Moving toward ~lock: grants seem~ like,ly. to have the, following conSequences: 

·f 

o 	'Increased variability across'states. There is' currently a huge, variation..in,AFDC , 
benefit levels ,across states, ranging from $ 120 pet month for a family ofthree in' 
Mississ,ippito nearlY'$700 per month 'in Comu;cticut. ' But food stamps helps to 

\ 

\ ' 

.equalize the'disparity inihe.amollntfamiliesget, and federal rules ensure that every 
'\ . .' .., 	 , 

family who meets the requirements actually 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 certainly mean thai some ~tates would' lower their already meager 
i 	 .state contributions to' benefit, levels, and some' states would c.omplet~ly eliminate' 
eligibility for some> groups or' people.' ,For e'xample, many' state~ ha:ve elimina,ted their 

". cash· General Assistance programs;' under the proposal they 'could presumably '. 
" eliminate food aid for single individuals; childless couples or other groups as ;well. . \ 

Some states. might wen keep betlefits low and' restrict. eligibility; in part to encourage 
poor f~lllilies to move out .. This is particularlY,a, danger witJi block gr~rlts where .. 

'states absorb 100.% oflhe additional cost of additionalbenefictaries. " . 
,I' ,I 

, ,> '. 
.' . (j Declines over time. State funded. programs rarely keep pace with inflation and ()ften (, 

, get cut in recessioI}S. A federal blo~kgrant subject to. annual approprjations~ will pe . 
. an easy target for further cuts at the federal level., By contrast programs ,like SSI.and . 
food stamps not,only.'adjust for inflation, they automatically!grow to meetincreased .. , 
needs in recessions . .' A related problem is ;that'the lack .of-a federai match may Induce 

. , states to reduce their contributions' over 'tiIpe. In the relatively poorer states, each '" 
.. stated611ar leverages four federal dollars. Without that match, one would expect state 

, • .0 'I . ., . , ' , 

.- contributions to fall, ,perhap~ quite signific~ntly:. . .. ' ',.!' . ' 

. '. 

> 0, Waiting lists or reducedbenejits when funds run out. One of the biggest 
dangers, of capped block grants'is thaf funds will run . out at sOIpe point toward 

http:stamina.or
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tl'te'end of the ye'ar, forcing state's ,to r~d~ce benefits across the board, to 'place 
~rbitrary time limits on benefit receipt, or to 'refuse to ,accept new applications. 
These actions would not only place hardships, on the 'needy familie.s affected, 
but could lead. to families being, treated' very: differently depe'nding on th~ time 

, of Y,ear, they ~pplied. ' , " , , ' , 

,0 ... ,Special hardships for the w,orking: and tr~nsitional poor.' The working poor ' 
,and 'near poor are the last hirecfand fir~tfired, and the mostlikely to need'to 
apply for benefits ineconomic,hard times. These are precisely the times when ' 
spending caps are likely to prove constraining.\Ifstates follow~d a policy of ' 
refusing to accept new appl~cations' once their' allocation was, spent,', these",' ' 
newly ,poor would be the hardest hit. ' 

I' 

Losing the natioriar uniformity of the food stamp nutrition protections would be'particulady 
deV:astilting., , Food stamps really are the ultimate safety, net. ,They enSureiliat seriou~ hunger, 
is 'not a feaJure of the American landscape. Allowingthatto erode could have ,serious: long , 
t~im ,consequences for children, and their futu'res. ' 

,. " 

AJtern~tive Approaches , , '; , " 

The obvious next question'is whether the 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 'structilreof an up.capped , 

entitlement t9 individuals: 'There\isconsiderable confusion ov~r\ the moving 'parts in any 

'move toward block grants. We think,'it helpful to distinguish between three types of 


, . , ' - \ " '. 

,programs: , 

Discreti~nary'blockgra'nts'to states-:-The most extreme altymative, and the one being 
urged by House RepUblicanS, is to convert the various .individual entitlements to .. I : 

discreti6n~ block grants 'to' states. Block grants would be determined annually,'as' , 
part of the ,appropriation process. " ' , 

This sort of app~oach would b~ t!J.e most dangerous and the'hardestto,imp';ove. It 'would, 
make block giants 'subject to separate authorizing ,and an ,annual appropriations processu:Qder 
incr~asingly tight caps. And i~ would be,difficult to adjust~e grants ,to economic and " 
demographie cl1anges oyer time. Althollgh ~~n:guage can be ins~rted tn the authorizing~ 
legislatio~ that grants, would be adjusted in some fashion, money must be appropriateq ,anew 
each year. The cap is set well before 'the funds' are 'actually paid ,since the budget 'cycle, 

; , precedes the fiscal year.: It 'se~ms extreni~ly difficult to imagine any sort of s,taie funding' 
formula which rapidly adjusts payments ,based on economic c()ndi~ions under a discretionary , 
block gram: , Since an overall level must be Is~t in apprbpriation~, then' any adjustable • 
formula implies that each' s'tilte' s allo'catjon will, depend on' what is happening in every other 

'state. Witl;lOUt some sort of very complicated re,servelloan mnd, we simply' do not'see boW 
,,an adjustable discretionary block ,grant would work. " 

, ,Cappeq. block grant entitlement to state~ with ec~n01rJic and other adjustments--A " ' 
numberof cappeden~it1ements to states exist. And they can:take many forms. Most 

, ' .,..... ". 'I' • \ , 

, , 



,,' 

recently the ,Family Support and Preservation Progr~ms. cr¥ated capped state 
) entitlements. OUr welfare reform 'bill included a, capped 'entitlement f~r JOBS funds, \ 


and capped the emergency assistance program'.' With a capped state,entitlem~nt, furids 

. , ! , are allocated acc.ording' to' sOmef0t:ffiula~andstates may be required to match fuq.ds to 


receive federal dollars. The overall cap typically limits the maximum federal . 
1 -, , , • ' 

expend~ture, with l~its for each state often set by formula within that cap. In 
"prinCiple, entitlement spending caps could adjust semi-autpmatically for econpmic and' 
,demographicchang~s. (We proposed s~c;ha cap for the JOBS and WbRK programs 

In the Work and RespoQsibility Act.) Other, programs have triggers such as extended ., " 
VI coverage. 

, \ ~ .'. ., . 

, Putting block grant,fundirig on the entitlement. side helps solve two problems. It 'eliniinates 
, the 'need for an annual appropriation and one can more eaSIly adju~t for Rhanging economic ' 
and demographie conditIons.' Congress would set out' sOIpe sort of formula for future' , 

: funding, p'erhaps with adjustable caps, arid unless Gongressacts affirniatively to 'change the 
caps or formula; the money will 'automatically flow tostates. Still, it is worth not41g that 

, capped entitlements have not fared part~cularly ,well in the b~dget process; for example, the 
, level of Junding for'the Social Service Biock Grant is at the same levelto~ay as,it was when 

it was ,first established in J977--nearly a60%'cut when adjusted forinfladon .. Moreover, the ' 
new ,concern about ,entitlements is likely to lead to as. much scrutiny ,fqr those,p(ograms as 
for discretionary programs: This ,change, therefore, would' do rather little to solve the ' 

,underlyi~g problems. ' , '. ,
\ 

'r-' 

, Amor~ important adv~ntage is 'that it,.wouid be much easier to ci~eatesome sort of formula 
,. that 'adjusts for changing 'economic and demographic conditions.' A state's grap.twould, ., 
change over'time as conditions and the, formula dictated.' Stili Ithere areihreesignificant. " ' 
problems with operationalizing, this notion. First, a foi.lnula~would be very hard to devise, 
and would inevitably create winners amI' losers. An illustration of the' problems can be s~en' ' 

, in the nutrition block grant formula iilthe Contnict' with Amenca: Texas loses over' $1 ' 
, billion per year; California gains ,over $600 million. Over time, the for;mula will inevitably: 

, . ' . , . " ' . 

help ~ome .states and disa,dyantage othe~. 
, :,' 

The second problem involves ,the speed 'of, grant, adju~tment;' A practic~l adjustmen(', ' 
, mechanism would almost certainly l,ldjust caps after the fact rather than si11'uiltimeously with· 
economic and demographic changes.' 'This could put aJmost ~s much;of astrain on ·states. as,' 

,fixed caps, since states must balan~e their bUdgets 6~ an annual bas,is. ' 
" 


\ . ",' . , .' ,',' ' ". , 


The final concern is unpredictability. ,When we examine state by state variations, in cash and 
food assistance spending over the last five years,'!t seems that' some of the variation can be," 
explained by unemployment rates and populat,loJ;l growth, but fnuch cannot. ,Clearly other ' 
economic, demographic or'social change~ were' going,' on" in addition to policy changes .. The 
'obvious. way· to respond.to changes. in demand that ca~ot be predided·and';subjec'ted·to 
formula ahead of Jime is to cap the per 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 .. 

http:respond.to


'. .. ' • >..' 

.,' 

'Most impcirtantly an adjustable cappedentitleIIlent to states stiil offers iimited'p~otectionJor 
the vulnerable. States would still"be free, to provide a~'much or'as little llelp as they choose 
l,1nder whatever conditions they determine: And it suffers Jrom the a~c()untability issues, 
described earlier. , , i 

,; 
' 

, 	'Uncapped entitlemen~ tb indiviq,uals with ,greatepstt:ltejtexibi/ity--As under the current 
, 	system, ,any~ne'who me~tsthe eligibility ,requirements',established by the state, or,' ' 
, federal governments would continue to' automatically gefbenefits;,' However,an 
uncapped entitlement does ,not mean that restrictions' cannot or should, not be placed 
on eligibilIty", Individuals dm be required to \York, for example, underari, 
entitlement. , But'there are many opporttirrlties for incr~ased state flexibility within the 

, 'current funding mechanisms. ,The fact that it is uncapped and an'individual ' 
,entitlement is what provides, ~e aUtomatic stabilizer,protection to states since more' 
, individuals become eligible as e~bnomic conditioIlS'worsen or populations grow. ' ;' 

,,' ' " , " • " , ' , I, , ' " .' 

, 	 I " States could certainly have more flexibility the~they J.1ow have in setting AFDC eligibility 
• " 	rules, providing incentives for work arid family, responsibilitY, counting'income and assets, 

,/ and designirig work and training,'programs. Ind~ed~ we proposed increased flexibility in a , 
'" 	 number 'of areas in the Work ~md Responsibility Act, which could dramatically reduce the 

need for waivers., One could increase flexibility in other areas to provide the states 'with the 
administrative and 'programmatic flexibility they are ~sking fQr. This strategy ,offers the~ost· 
protection for vulnerable populations and the'states, bur states m~Y: not get all they' flexibility, 
they desir~. Since the programs are uncapped; ,either benefit rules\vould'have to be set 'at 
the federall~vel. (as is ¢.e case of Jood.'stamps which is '100% federal), ora state match. 

, would have to be'maintained. 	 Moreover, the need for accountability and some basic 
standards, 'to ensure the money is' going where it, is intended is nwch greater in an uncapped 

, than in a 'capped program. !. , 

Ultimately the arguments,ov,er entitlement v~rsus discretionary, funding, capped versus " 
uncapped spending, individual versus state grants, boil down: todifficult tradeoffs between' 

I , fiscal prudence: state flexibility, and protections for the'Vulnerab1e. The further onego¢s ' 
,,' -tDwar4 ,block grants, the niofe' difficult ~t will be to protect reCipient's and states and to 
, generate ,real welfare reform., ' Still,in some areas, such as-the JOBS,and WORK programs, 
'wealready embrace adju~tablecapped programs. In others; such as food stamps, 11l0ving to 

'. block grants , would represent aprofound change in national protectioIlS to both individuals 
and states. For the benefits portion ,of AFDC,' the arguments for continuing the individual' 
entitlement status are nearly as: strong~-we must have ,real ... protections fo~, children and the 
states. they live' jn,b~t we should create more flexibility. \" , 

• 	 , , ' < I i. 

i 	 . 
States are only beginning to realize just how vulnerable a block grant system could leave, .' ' 
them., One important goal over the nex! .few weeks is' to educate them about the 
,consequences ofmoving toward block gralJ.ts: "r; " 

, ' ' 

'Articulating Our Vision " ' ", " , ' 

The debate 'over welfare refoinI:is becoming naive at best/and quite ugly at its worst~ " 

Stereotypes and simplistic solutions a~und in the sound bites. , In no' tir,ne in' recent memory " 


\ 	 , 

, , '< :. 

, 	 / 
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'has there been' a greater need for Presidentiall~a~ership on thi~ issue. We, qelieve it is', 
critical that you articulate a clear vision based onolif shared values as· a nation. In the State 
of the Uniop. address, we hope that you, sharply criticize the failed welfare system and 
art~culate a positive vision for, the future, as you ,have done so eloquently on other occasions. 

I" • " . • • .' • ',4 ", " • ' '....,. . . 0' 

We urge you t~ 'caution the nation'against two riaturill but'ultilnately, ~nacceptable reactions' 
to the failures of welfare. The,first' mistaken direction IS to become, harsh or vindictive-":the 
attitude th~t 'we need to simply Cllt people off without offering any altematives, ,whether or:' ,, ' 

notthey have had a chance to get education or trai$lg they may need' to get a job, whether 
or notthey are physically able to ,'l,Vork,wIietheror not there ,.are jobs available.Tlt1s soft of " . 

/ ,'strategy dlyides rather than strengthens us as a nation:, ' , " 

'The second is to simply wash our hands of welfar~ nationally and .leave' everything' in the 
handsof the states. No on,e can speak with more cn!dibility than you about the need to 

, ~', . 
sweep away unnecessary fed~ral regulation and tQ.e importance of greater- flexibility for ' , 

.,i, 	 states, ~o that they (::an meet the unique challeng~s facing their' citizens~ But ther~ .is a larger' 
natitmaf purpose which must nQtJ)e lost;' We as .a nation must find a way to tpove people' 
from dependence' to independence, to guarantee aid to the disabled, to, ensure that children do 

"n.ot go hungry: and to help states and localities, in time ofeconomic, distress. 'We must ' 
, change' the basic values, of weifare everywhere, ,in part because' w~ are a large and mobile 
nation. ,We, must accept the challenge post;d by the struggles of thos~ at the bottom, not 
simply walk ?way~ There niust be some national framework; w~th'pienty of state flexibility, 
within it. ;,,' . ", ' , 	 " , ' 

. , . 	 t· . . . " .' 

" ,Then you must be"clear what we are for: We have pr9Posed reformpased on the most basic, " 
, Of American values: work,and responsibility. You articulated that vision with'power and" 

clarity in'~ansas City ina, way that reaches acrossthe political.spectllll'nand cOlltinues to 
resonate' withJlll sides .of thepoliti~al spectruIIi. Y6t 'surprisingly few Americans know 
anything about our plan. All the polls show: strong support for education arid training with 

I' 

time limits and'a requirement to work, coupled with strict child support enforcement; and a 
strategyto,reduc:e teen pregnancy. Even'very specific probing shows far more support for 
'our' approach than any other . The' Republicans are vulnerable on the apparent vindictiveness, 
• of. their plans, 'on their failure to include ,serious child support enforcement, and on'the ' 

, : ultimate dange~s to states and working,families that ,come from abandoning' any national 
fr3;mework. But until you m~ke clear what ,we believe .in and stand for ,Republicans'Yill' , 

, ': control' the debate, and we may g~t a b,adplaQ that the public doe~,not un4~rstand.The ' 
\ " ,public needs to understand that outs is a plan which really is a hand-up not a hand-out, a· 
" , ,plan Which is tough ,ana fair. 

> \ 

It might even be 'helpful to articulate afe~' q~estions that ought to be asked in evaluating any 
reform',plan: 	 , " /' . , .,. " 

I' 

0, 	 Is it really going to help iurri welfar~ recipients in to taxpayers? 
• , t 	 ' 

o 	 Does'it first and foremost,hold parents responsible-::-both parent~--foi the support and 
.,' nurttiring ,of their children? . ' 

, / 	 , 

" , 



, . 

, .. 

I, ,,", ' 

, ' 0 Does it really tackle the problems ofteen pregnancyaJid'out-of-wedlock 
" childbearing, -:. and help young parents become good role models for th~irchildrt;!n?' , ' 

, And centrally, ' , 
, .,' \' 

'0 Does it reinforce the values of work, responsibility, family~ and opportunity? 
'I •. . ,.," '" . " . 

! ' {. " '., ' , . . 

The: debate is just beginning. We think this issue can and should'be a "wip.'~ for all. /' 
: Americans. Bold change may really be pos~ible Jorthe frrsUime in decades. ~till; wbrkfug 

in welfare mal\es anyone more modest--we don't have all the answers. ' ',Fortunately 'many 
, choices we make in welfarereform are, reversible. If time limits, work or training programs '" 

fail to' meet the nation'& goals, they can be changed. But fundamentally altering $e state- ' 
federal pa'rtnership--by eliminating entitlement status, by ·block'grantiilg programs, by putting' 

, rigid caps on--these are changes which are unlikely to be reversed for ,il generation .. If these . 
, ideas are adopted' and they' fail, it will be states, working poor, fainilies and children who' 
: 'suffer. ' " ,'," " 

, , 

~i~· 
, Donna E. Shalala ' 
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Hypothetical Impact in FY' 1993 if an AFDC Biock Grant Provision Similar to the Block Grant 
Option in the Personal 'Resporisibility Act f{ad Been Adopted in, FY 1988 Us'ing FY 1987 F~nding Levels 

..' \ ~. . 

, (amounts in millions) 
" 

',' 

, I' 

, 

, 

, 

State I FY 1993:, A.ctual 

Feder~IPayments 

Block Grant: 103% 
of FY 87 Level 

' Difference, 
, 

~ercentage 

Change 
. , 

" , , (, 

Alabama "$79 $57 ,($22) , -28% 
Alaska ' $60, '_ $29 ($31) -51% 

f , " ,: 

Arizona' $200 $65 ($135) \ -67% 
J " 

Arkansas ~ $50 ,- $42, _ " ($8) -16-%1 I 

California $3,205 , '$2,157 
\ I ($1,048) -33% 

Colorado 1 $102, " $70 ($32) -3i%', 
/ 

Connecticut $207-' " ' 
, 

$124 ($83) -40%, --
$23 $15,Delawa~e ' - ($8), ..35%' , , 

Dist. of Coiumhia ' $67 $52 ($15) -2~% 

Florida " $517 $202, ($315) ,:~61% 

Georgi~ 
, , ' , 

$297 ' $189 ($109)_I 
, -37% 

Guam 
'. ' $8 $3 ($5), ' " -63% - -

: . 
Hawaii I $76 \ $38 ($38) -50%1 -
Idaho " $24 $i8 

" ' ,($7)' -28% 

Illinois $487 $487 $0 0% 

Indiana $158 \ , $Ul ($47) -30% 
, ' 

Iowa ,-, $111 
{ 

$110 ($1) -1% : , , - ' , : 
" 

KansaS 
.' 

$84 , '$56 ($28) -33%I. 1 
/ 

Kentucky, $166' " $110 ($56) -34% 

Lousiana 1 -$141 $129 ($12) -8% 
, ' -

Maine $75 $62 ($14) _-18% 
" " 

Maryland - , $190: ,I '$147 
, 

($44) -23% 
" -

Massac,husetts " $40~ , $303 . ($106) -26% 
MiChigan' 

- ~ 

$751 $777' $26 '3%, 

Minnesota ' $~39 ; $198 ' , ' ($41) -17%, ' 
-- <' 

~is~iss,ippi ' - $75 $69 , ($6) -'-8% 

Missouri' \ - $189, $146 ' ($43) -23%; 

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

I 

" 

-

'
,I 

, NOTES:' , 
The table estimates, for FY 1993-, the hypothetical impact of a-~andat(~ry AFDC blockgiant provision 
_similar 'to the block grant option In the P~Fson~1 Responsibility Act, assuming implementation' 
of the provision in FY-1988.' The level,gf the blockgrantfor each''Stateis set at 103 percent of 

I " . 

FY '198TFederalpayments for AFDC ben~fits and administration, unadjusted for inflation. 
~ I , • 

The Family Support Act ~ils not in effect during FY 1987.- To avoid overstating " , 
the impact of a ,block gra~t, F~de~arpayments for AFDC wo~k activities (WIN'lJOBS) and 

, AFDC-relatedchild care are not included in eitiler'c,olumn. ' ' 
. '. \ : . . . 

/ 
, I 
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" '" 

Hypothetieal ImpactinFr 1993 if ~AFDC Bl~ck Grant Provision Siriularto the Block Gr~t
, ~ l' ' ,'- • , ' 

Option in the Personal Responsibility Act Had Been A.dopted in FY 1988 Using FY 19~7 Funding Levels" 

(amounts' in milliofls) 
, FY 1993: Actual tate : Block Grant: 103% Difference 
'Federal Payments ' Of FY 87 Level 

, . /, 

, Nebraska '$46 $4i ($5) -11% 
INevada $28, , $10, ($17) -63% 

'" 

N~w HiilllPshire ' $31', , $12 ($19) -6J% 

New jersey' ' $341 $298 ($43) ',' -13% 


I ' 

,New Mexico ,$94 ' $45 ,,' : ($49), ~52% . 

New York $1,684 $1,268 ' , ' ($416)' ,," ,.25'% ' 


'. ~ 

North Carolina '$263 '$154 . ' ($109), -4J% 

North Dakota $22, $14 ',($8) " -38% 

Ohio, , ,$6:46 $522 ($105) -:J7% 


~Oklahoma " $140 . $84 ,($55) , . -40% ' 

9rego~' , $146 ' $92' ($53) ....37% 
, 
Pennsyl vania 

, 

$561 $506 ' ,($56) "-JO% 
,Puerto ,'Rico $65 $59/, , ($~) -JO% 


Rhode'Island $75 $50 ($25), ' -33% . 


South Carolina " $92 ' ' $86 ($6) -6% 

South Dakota '\ $19 $17 ,($3), . . ,-14% 
i 

Tennessee $166 ,$95 ,($71) -43% 

, Texas $385 " $207 ($178) , ,-46% 


Utah .$67 : $,51 ($15) ': . ' -23% 

l' ,Vertnont ' $42 :$31 ($11)' , '-26% 

, Virgin Islands " $3 $2 ($1) '-26% 

'. Virginia . ',$138 $117 : ($20) ",]5% 
I 

, Washington " $365 $239 ($126) -35% 

, weSt Virglriia. " . $97 $87 ($10), ' -JO% 


}', .Wisconsin $289 , $348", $58 20% 

Wyoming , $19'" 

" ( 

'$11 ($8) -43% ' 


U.S. TOTAL $13,834 $1O,2~3 ($3;591) -26'% 
, " 

NqTES: , " , "",,", ' 

The table estimates, forFY 1993, the hypotheticalimiJact ofarrianditory AFDC block grant provisiori 

similar to the block grant option in the Personal' 'Resp~nsibility Act, assuming implementation, 

of the pr~vision in.FY 1988. The level of the block grant for each'$tate is set 'at 103percent of 

'FY 1987 Federal payments for AFDCbeneflts andadniinis,tratio~, unadjusted for inflation.' . 


• • j 'I -, • . .' ' 

" The Family 'Suppo'rt Act was 'riot in effect during FY 1987. ''To avo'id overstating 
, the impact ofa block grant,,, FederaL p~yments for AFDC work a~tivi~ies (WINIJOBS) and ' 
AFDC..:related child care are not included in either column, 

• 'w. .\. . - , 


