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. SUMMARY PRICING : :
HHS Estlmate (Feb 24) and Two Possible Altemahves
{By flscal year, in mnlhons of dollars) S

_ _ S L _ ) " 'SYear - 10Year Steady - -
“3/2/94 10:58 : o 19_95 - 1996~ 1997, 1998 1999 . Total 2004 - Total State

Subtotal Transmonal As&siance/WOR]('.' , . :
OphonA 1 455 1,360~ 1,420, 1,920

o . : | _ N/A
Option B - 0 415 1235 1290 1785

N/A .

o

Subtotal Parental Responmblhty . _ . _
Option A ‘ Co 25) (4% <75 170 . 35
Option B o T | - (25) (60 a0 - 115 (50

N/A
N/A

Subtotal Making Work Pay
.Option A C
Option B

., 55 835 1,110 N/A

o
- b2
o]
o

' HHS Subtotal Remvenhng Govemment o
- Option A . e R ¢
Option B C '

N/A

@

" HHS Proposal _ _ - ..
. A Subtotal” - L - . (25} . 690 1,990 2425 3,065
B Subtotal - . {280 355 1,265 1,405 1,735

N/A
N/A
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PRELIMINARY WELFARE REFORM COST EST[MATES (FEDERAUSTATE)-

HHS Estimate (Feb 24) and Two Possible Alternatives
(By fiscal year, in mllhons of dollars)

e o | . .. 5Year  °  10Year Steady
3/2/94 10:58 B : 1995 1996 1997 1998 1999 Total 2004 Total State

. ]OBS Prep: Case 'Manégement for Defertals .
A Limited Case Management for JOBSPrep - . 0 10

B No Case Managément for JOBS Prep | R | N
‘, . AddmonalJOBSSpendmg Parhc:pahon assumed tobe - B o
" '50% above intense saturation work demo - 0 260 2244 9/ ¥, coo [’y,
A Participation 10% above intense demo’ . . ¢ 130 : par Fﬂg-&;p@__{ .
B P ticipatio 10% ab tense demo : .60 186 L '
| articipation abooe inte s . | ok sbard
» WORK Program 2/ | o o 8790 9/ .Fe
A Capped Overhead and part- t:meworkers S o ' s e
o nofehg:b!eforAFDCafterhwyears o 0 .0
B SameasoptzonA . 0 -0
'+ Child Care for JOBS/WORK Pamc.pants' o0 240
A Child Care Associated with Option A . 0. 150
B Chl.'d Care Associated thh OptwnB S 0 150
. 'rransin'dnal_cmm Care 3/ _ 0 -85 25 % Yebiaiovm
. A Alternative under review - - S 0 -85 T
B Alternative under review - A : -0 85
« Enhanced Teen Case Management . - .. -0 30 g0-90%e poda
A" Cap admin costs for case management at $50m. - 0 30

B Defer \ | .0 0
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) E
: HHS Estimate (Feb 24) and Two Possible Altematlves '

(By fiscal year, in millions of dollars) ' S -

' ’ I _ - o . 5Year. .. 10Year  Steady

3/2/9410:58 o : 1995 : 1996 1997 1998 1999 Total -~ 2004 . Total. State

. Eéonqmité ..l_;}cv_elopmeht:' Microenterprise loans _ _ o _
" and Individual Development Accounts 4/ .0 0 100 100 - 100

0

A Modest Econvm:cDeveIopment L 0 0 50 50 50 0
B Defer Y/ 0

+ Savings - Caseload Reduchon T D @0 (90 - (100) (250)
A Nochange | ! s 0 a0 Ee (90)  -.(100) (250)

B Nochange S 0 0 @ 90 (100) (250)

_ Subtotal Tra.n51t10nal Assxstance!WOR]( . 0 60 195 2285 - 3,000 6,535 N/A -
A Subtotal =~ - | - 0. 455 1360 1420 .- 1920 . 5,065 NIA'

4,955

B Subtotal - L0 415 ° 1,235 = 1,290 1,785 N/A .

Require MmorMoms to Lwe with Parents .~ - _ O (50
A Nochange ’ C ) : 0 (45) (500 . (50 (50)

B No changeq T 3 0 45 - {50) "(50) '_(50): ‘
. Comprehenswe Demonstration Crants B S 0 _.50' 50;’ .50 50

A Nochange - = e 0 50 50 56 - 50

B Nochange s B 0 .50 50 : 50 50



PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE)

'HHS Estimate (Feb 24) and Two Possible Alternatives

- {By fiscal year, in millions of dollars)

'8 Year -

t

™

DETAILED O} . _JNS

10Ye;ir_ o Steady. B

3/2/9410:58 - : 1995 1996 1997 1998 1999 Total 2004 - Total - State’
‘¢ Two Parent Provision: Quarters of Work’ : _ ) . B - C : ’
.. and 100hourrule 5/ 0. 0 40 680 945 1,115
. A Quarters of Work Only 0 0 220 340 475 560
B Quarters of Work Only 0 0 220 3407 . 475 560
No additional benefits for additiorial children @38 (100 Q10 . (140) (50 (150
A No change S (35, (1000 (110  (140)  (150) - (150)
B Nochange (35)  (100) ° (110)  (140) - (150) (150)
Ch:ld Support Enforcement 6/ . : .- ' _! '
" Paternity Establishment o 5 20 (110) "~ (165) . (215) (355)
Enforcement(Net) . g (10 (20). 65 @0 320 (1,015)
" Computer Costs Lo 15 35 95 160 160 +100
- Sub-total CSE - - - ot - 10 35, (80 . (85) . (375) - 1270y ]
A No Change 0 35 G0 @9 (675 (1,270)
" B NoChange 10 35 (80) i (85  (375) (1,270
Non-custodial Parent Pfoﬁsif_}ns, _ B I 30 '85. 110 165 165,
A ModgslNon{ustodrhl Parent Provisions 0 15 45 55 .85 85
‘_B Défer ' 0 0. . 10 0 0
' Access Grants and Parenhng Demonstrahons ) .20 25 -;‘_30 30 - 30 30
© A Defer 0 0 0 0 0 0
B Defr’ 0o 0o - 0 o 0 0
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.' PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE)

HHS Estimate (Feb 24) and Two Possible Alternatives .~ ;
(By ﬁscal year, in mlllmns of dollars) - i . :
5 Year ©° 10 Year Steady.

3/2/94 10:58 : - 1095 199 1997 1998 199  Total 2004 Total State
» Child Support Assurance Demonstrations ' 0 -0 - 100 200 - 250 - '
A Lxm:tnndCap CSA Demos . _ T e. 0 .80 . 50 50
B Defer . , A .0 0. 0 - 0 0
Subtotal Parental Responsibility: 8 B 465 795 865 CN/A
A Subtotal ' o (25) - (@5 75 . 170 35 N/A
. B Subtotal L es T 6o 30. 115 (50) NIA

Working Poor Child Care . 0 5000 1,000 1500 . 2,000
A Target Child Carea!Parents 26 and under' ' 0 280 555 . 835 11,110
B Defer e e e 0 0 0 0
_ -'Advaqcesrrc 7/ S o0 - 0o 0 0
A NoChange - S - S 0. 0 e 0.
B NoChange T o -0 0 0 0
Subtotal Making Work Pay oL 0 500 11,000 1,500 2,000 . N/A
" A Subtotal’ . .. T e 280 555 ° 835 1,110 N/IA
"B Subtotal = . < . 0 o .6 - 0 .0 N/A
:
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_ PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERALISTATE) !
"HHS Estimate (Feb 24) and Two Possible Altematlves
©. (Byfiscal year, in millions of dollars) - _ : o S
L S . . . . _ . i 5 Year 10 Year Steady
3/2/94 10:58 . - - 1995 1996 1997 1998 1999 'I"Dtal 2004 Total * . State

- & Asset Rules, Filing Usiit,
Simplification of Earnings

Disregards, Accounting and - o _ - -
Reporhng Rules’ 8/ ‘ -_ -0 U R 0 ‘
Subtotal Remvenhng Govemment o 0 0 0 -0 0
A No Change . o o 0 0. 0 0 e 0
- B-NoChange .~ & o 0 0.0 0. -0 0

HHSProposal .. . .- (5 1115 3415 4580 5865 “N/A
A Subtotal . - . . . (@5 690 1,990 2425 3,065 NIA.
‘B Subtotal i . T @5 . 355 - 1,265 1405 1,735 NiA

|
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PRELIMINARY WELFARE REFORM CoSsT ESTIMATES (FEDERALISTATE)

s _ " HHS Estimate (Feb 24) and Two Possible Alternatives
o L (By fiscal year, in mxlltons of du][ars) B ' -
' By , - E 5 Year’ v - 10Year =  Steady
. 3/2/9410:58 R 1995  1996. 1997 1998 1999  Total 2004  Total “State

State Systems | Costs 5/ | o200 o200 200 200 © 200
Includes estimates of Stafe/)-”edera! costs fo adapt compufer and other under the new program "

* Child Care Feeding Costs (GBS /WORK/TCC) ¢ 3% 95 105 . 120
The CACFP costs aSsociated with expand’ed child care. i o

Child Care Feedmg Costs(Workmg Poor) : I 0 50 100 150 o 200
"The CACFP costs assoc:afed with erpanded child care : C

WORKProgtam . ¢ S0 - 0..10 . 50
Remcme EIT C and Hmllh Care Reform Beha’moraf Assumphons fram HHS s estrmates o »

. Food Stamps]nteractjons - L o ’ NotYetEshmated

~ Medicaid Interactions - .7 . NotYetEstjmated
Other Interactions A o : - ’Not Yet Estimated:
- -
T - :
i
s -? ’ ; o
5 ! 6



PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERALISTATE)
HHS Estimate (Feb 24) and Two Possible Alternatives
_{By fiscal year, in milliohs of dollars)

4
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‘10 Year  Steady
* Total - State

3/2/94 10:58 R 1995 . 1996 1997 1998 1999  ‘Total | - 2004

HHS dollar estimates were provided only through FY9%. Sub_se.quent estimates are based on HHS caseload tables.

~ Corrections for the Alternative were made to a.) apply the reform pbllces to the Budget baseline rather than the

‘lower baseline HHS assumed would result from EITC increases and health reform. Savings are for options

considered independently. ‘Combined effect have not been estxmated yet Steady State estimate uses 2004 case]oad

- withno effects of ETTC increases or health reform

LT R IOR

_RepeatFoomotel - - N T, - ‘ . €

Working with HHS to understand TCC assumptlons

‘Economic development is a 3 year demoristration proyect
. Place holder estimate — will be revised shortty

These numbers were received verbally Feb. 28. Child Support estimates are combined Federal and Slate -
shares of costs and-collections. Under current law, these provisions would have Federal costs.and savings .-
HHS's current proposal assumes no scoreable costs for the Advanced EITC A change in law in order to mndate the
advanCed EITC could have significant costs - s i i
HHS's current proposal assumes that the Remvenhng Govemment items will have no net costs: Thls may be
difficult to accomplish gwen the magmmde of the savings and costs within this category.. '

These represent steady state costs of the HHS pmposed ]OBS and WORK programs assuming no ef fecls of the EITC
and health reform ' - oL _ - . Rt

kX TN
i
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" Partidipation footnote:

were in.a mature transition. program Even:at thai Ievel there would be concern that

‘March 2, 1994

. HHS assumes transition 'pr.cgram' parents (inclUding.-pa'rt;time‘wc_rkers)‘wiH épend ;
- virtually every month in a JOBS activity. This is nearly double the participation levels

reached in.the flagship Saturation Work Initiative Model-demonstration in San Diego.

- The less intensive option describes a riational program which is more than 10 percent ~ * _

more intensive than SWIM. It would occupy about two-thirds ofall the monthsg_cases

- et

JOBS actuvutles were delaylng exlts from AFDC
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- ¢ . - - HHS Estimates Extrapolated To 2004 ' S

S AR " Welfare Reform Co_S_tS And O'ffs"ets,,' - o | L

| $7bil + e S
o gebl 4+ ¥ o | S
I I

.O' C . . - ' ‘: l
g : _

- = : . - - ;. . R . ’ - I L
w $4bil 4 o
e3bil 4 R | o

- “$2bil 4 .

. $0 bil - 1 HE i ; 7 1 D 7. - R : -

R 19%. . 1997 . 1998 ; 1999 2000 - 2001 - 2003 2004 - .
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HHS Prehmmary Welfare Reform Offset Estxmates

‘Extrapolated: to 2004 T ;
S:year 10-year

. 3/2/9410:23 e : 1995 1996 1997 = 1998 1999 Totat ! 2004 Totat -
Cap Emergency Assistance * - 1/ . 026 035 . 042 . -, 050 056 070
- Target Child Care Food Program  ~ 2/ ~.016 021 . 023 . 027 . 030 0.45
. Adjust S51 Deeming Rule - .~ 2/~ (018 - 019 0.21 023 025 0.35.
- Reapplication for SSI Cd_sels Most = o S . :
Likely to Improve . ' 2/ 007 036 - 0.26 037 042 - 067
.‘Tlghten Sponsorsh1p and Ehglbmty - ‘ ) : R B
‘Rules for Aliens . T3/ 027 . 052 ‘113 170 . '2.14 2.73
L - “Total - 094 143 . 2.25 ’ C3.07 07 367 4.90
Notes on extrapolahons for 2000 - 2004 - : C :
_1/ ‘Assumes that under current law, States would take maxzmum advantage of EA by 1999, w1th
" baseline growing by inflation afterwards. . :
r -2/ Growth assumed to be at the same dollar lncrer‘nent as between 1998 and 1999, :
£ B o 3/ Assumes that continued immigration would keep sawngs growmg shght]y more than mflahon
o R e TA5% growthratelsassumed o | T R o
' : T SR :
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I ) | \Fcbmmy28 1994
SUMMARY AND WORKING CROUP RECOMMENDATIONS

Everyonc is frustrated w1th the welfare system Welfam reform is dcs:gned to give pcoplc D
. back the dignity and control that comes from work and mdcpcndemc It is about mnforcing '
, work and family and opportunity. and rcspcnsibﬂlty

e

~ The current wclfa:c system provides. cash suppon a.nd 2 sct of m]es and cxpectaﬁon.s focuscd ‘,
on venfymg eligibility rather than on moving pople to se]f-suppon We proposc a new .
. vision aimed at helping people regain the means of supporting themselves and at holding

people responsible for themiselvies and theit families. The proposal emphasizes that work is
valued by making work pay. It indicates that people should not have children until they are
able 1o support them. 1t signals that parents—borh parenss>=have responsibilities to support:
their childrer. It gives people access 1o the training they need, but also expects work in .
rerurn. [t limits cash assistance {o two years; and then requires work, preferably in the

. private sector, but in community service jobs if necessary. Most importantly, it changes the
culture of welfare offices, getting them out of thc check-mtmg business and mto the training ~
and job-placem:nt business. . .

- Ultimately, tlns plan rcquuts changing almost evemhmg about the way in whxch we prov:dc' .
. support to s_;mgg]mg families. -To achieve this vision, the plan has, four maii qjements L

MAJOR THEMES
Transitional Assnstance Followed hy Work
- Full Qamc:natlon Bveryone who receives cash suppon is expected to do somcthmg

- to help themselves and their community. The requirement applies to. those, who are
preparing themselves for work and to those who are currently not ready.to work. -

-, Those who are unable to work due 1o disability or other reasons will be expectcd to
do something for themselves or their community, but will not be subject to.time limits’

. untid they are cady 10 engage in n‘almng, educauon or'job placcmem scmccs

e in educat d iob iees thc J As soon

. as people begin receiving public assistance, they will sign a persopal
~ responsibility contract and develop an employability plan to move them into
- work as qu:ckly as possible. Many will get jobs quickly—in weeks or months--
after assistance wnh job search and job preparation. Others will spend txme in
~ education and training services as needed. - The program will be closely -
coordinated with cxlstmg mainstream education and training programs.
including current and new Labor Departmcm programs (the Job Training
- Parmership Act and the Workforce Security Act), School-to-Work: programs,
vocational ancl post—sccondary education.,

e

* Time limits. People who are able to work will be lumted 10 two years of cash
assistance. Most people are cxpcctcd to enter employment well béfore the two
years are up. . Extensions to complcte an education program expected to
enhance self-suffi cnency will be granr.ed ina hrmtad number of cases.

4
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. FMM&MMWLM Those
‘ pcoplcwhoaresnuunnblcmﬁndwod:uthc:ndofmoymwmm '
required to work in a private sector, community servxcc or public sector job
“Thése are intended to be real, “work-for-wages jobs The program will be -

" designed to favor unsubsidized work and to ensure that subsxdlzed jobs are
- shon-tcrm and non-dlsplacmg . .

MalungWorkPay R i' R e

Jf’

s,

ﬂgﬂ_@m{qﬂm An essential part of moving ‘people from welfarc to work is’
ensuring that working people get health protection. . The current system keeps pcoplc .
from Icavmg welfare for fear of losing their bealth i msuranoe

s Advancc paxmcnt Qf g;.; E_grncd Income fl a; Credit (EITC). The expanded
EITC makes it possible for low-wage workers to support their families above

poverty. Efforts will be made to hslp farmhcs rwewc the EITC on a rcgular
ba:ns ,

. .Chlld care fox the wgrkmg pgor In addluon to ensuring child care for :
' - participants in the transitional assistance program and for those who transition
. off welfare, child care subsidies will be made avaiiable to low-income worlang
families who have never been on welfare but for whom assistance is essential
to enable them to remain in the workforcc and off welfare.

Parental Respons:blhty

Q@meﬂgmgm_n_ “The clnld suppori enforcement systcm will bé

, . Strengthened to ensure that awards are established in every case, that fair
“award levels are maintained and that awards that are owed are in fact
collected. Demonstrations of child support assurance and of programs ror
. nnncur.todxal parcms will be conducted ' ‘

e FEfforts aimed at minor mothers, msponmble famxltplannmg and prevention.
Minor mothers will receive spcc:al case managerent services and will be
required to live at home and stay in school fo receive income support. Access. -
to famﬂy planning will be ensured. A strategy for investing in and learning

. from programs to prevcnt high-risk behawor md teen pmgnancy will be
K pursued

. Eﬂgrts 1{¢] Qr omote twcrnarenr _g_lmihes We will prowde bener support for two—pmnt
families by eliminating or reducing the current bias in the welfare system in which - o
two-parent” fa:mhcs are Subjcci to more strmgcm chgibduy rules than smglc-parcnt e

families. - : _ _ , S

i,
O

e
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Remvmtmg Govemment Assistance

formation and asset- accumulat.ron

JRP

. m:m In addition to mcenuves for chcms. mccmrvcs _.
- will be designed to bring about chz.ngc in the culwrc of wclfam ofﬁocs vnr.h an
cmphas:s on work and perfonnancc .

'POLICY ISSUES TO BE RESOLVED

The attached paper lays out the ma_;or issues that need to be addressed Itis organwed

around”each of the first three broad elements listed above. In each case, a description of the .

proposed policy is provided and remaining issties discussed.” (The details of the fourth
¢lement--Reinventing Government Assistance--will be addressed later in a separate paper.

. We apticipate that changes will be.cost neutral for that pan of, rhc proposal $0 they wul nut

affect cost estimates or ﬁnancmg needs.)

.

The Welfare Reform Worhng Group met on Samrday February 26 and dlscussed the lssues
_that were identified as the most mmportant in the paper. Thcre are five pamcularly
51gmﬁcant sets of issues that need 1o be resolved:

The scale a.nd phase-m of the reformed welfare sjstem ‘

.Should -we seek to ‘bring everyone on the easeload mlo the new systern quxckly. or should we
initially target our resuurc:s to sub-groups such as new. applrcants or the. youngcst third of
the cascload" .

Immediate nnplemcmatlon of the new. program would severely strain the abrhty of fedcral

~ and state governmerits to impleroént’ thc new system.

- The Workmg Group agrecd that a phased in. approach was nccessary

A phase-in strategy could start with new apphcants or it could start wrth young apphcams -
and recipients. Starting with young people avoids any incentives to stay on welfare and any " ‘
© " "rewards" to having children and coming on welfare early. It also ailows for mvestmems in
- - families who have the most hope of bcmg helpod . SRS

The Working Group agreed that an initial focus on the youngcst :hrrd of the
cascload w3s their preferred phasc in stmtegy

o Thc admuustrauvc and rtgulatory program structures of AFDC nnd Food Stamps will
be redesigned to simplify and coordinate nules and to cncouragc work fumly SR
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-Extenswns to. and exemptions ﬁ'om the ﬂme 1imit ' Lo

Should any gmups of recipients have r.he nmt limit extended? Should any be excmpted from

the rcqu;rcmeuts of thc umc lmut? ‘

The issue of extcns:cms arises because some rec:plcnts cspocnally thosc wlth language -
difficulties, education deficits and no work experience, may not be able to appropriately
prcpam themselves for work-in a two—ycar pcnod

. The Workmg Group ngmed that a'limited number of extensions for such
purposes as completing a-higb-school, school to work or job training program
or for compleung a program of postsecondary educauon combmed with work,
were appropnatc ‘

R,

The issue of exernptions froru thc time lumt arises because not all. rec1p|cms are able to

work, even if they .are not severely cnough disabled to qualify for SSI. A second type of . .,

exemption issue arises because requiring participation from mothers of infants or very young
children may interfere with healthy. child development and require substantial expenditures on
" infant day care. Under current law, over half the caseload, mcludmg mothcrs of chﬂdn:n

. under thrcc is cxemptcd from pamcnpauon . o

- The Workmg Group agreed that exemptions should be limited, and that
participation in some activities should be expected even of those who are.
exempted. The Working Group agreed that states Should be permitted t0 -
exempt up 1o 4 fixed percentage of the caseload for disabilitiés, care of a
disabled child and Jother serious barriers to work .

 The Workmg Group split over thc issue Of whether exemptions for mothers of
infants should be for one-year (i.e., until the baby’s first binhday) or for
. twelve weeks (Twelve weeks is the mandated leave time in the Parental Leave
.. . Act) Most members agreed on a one year exemption for infants who were
not conceived on welfare and a twelve week exemption for those conceived on
welfare, with'a state npt:on to lower the cxcmpuon pcnod to twelve weeks for
all chnldren o . : . |

" The structure and requirements of the WORK program’ for people who come to the -

time limit vmhout having found unsubsidized work

: Aﬁcr a person hus the time limit, should we mandate Statcs 10 prov:de a job whxch pays an
bourly wage, or.should we allow States to'continu¢ paying a welfare check while requiring
* work as a condition of receipt? What methods should we use to minimize long-term - -
participation in this work“program? How; many hours of work should be required?

R

L

S



Work for v\;:-'mes versus work for welfare. Despite a focus on getfing everyone into
. unsubsidized employment as quickly as possible, a small percentage of those who start on-
~ welfare will hit.the time limit without having found work. After a period of job search, the

state may be required to provide a subsidized or community service job for some. One
' 1ssue is whether states should be permitted to offer ’ "workfare” slots; as opposed to -

‘subsidized"private ‘sector work of community service jobs in which the participant works' for= -+

© wages. Workfare.is somewhat easier 10 administer thanwork for wages, but does mot
- pr0v1de either the dlgmty or the dlSClplu‘le of a _]ob t_ha{ pays wages e e

The Working Group agreed that an emphasis on work for wages is a deﬁmng
feamre of the Admmlstranon s welfare reform proposa] T

Discouragmg extended pammpanon in _subsidized or cgmmumtv service work The
- WORK program of subsidized and commiunity service jobs is designed to be a short term -

" supplement to unsubsidized work in. the pnvate sector, not a replacement for it.. A number .
- of steps: can be taken 1o ensure ttus ) o U

- The Workmg Group agreed that subsidized: ‘job slots would last .for a deﬁned
.period of time, after. which the person would again be expected to look for
unsubsm ized work ‘ ‘

The W0rking Group agreed that the avéilﬁbility of the EITC as a supplement
‘10 private sector work would provide 4 powerful. incentive for pamelpams E
'move from the WORK program mto uusub51dlzed work. ‘

" The Workmg Group also agreed that federa] relmbursement to states should
decline the longer people were op the rolls, in order 10 prowde serlous
" incentives to move people into employmem :

; . The Working Group also agreed that refusal to accept a pnvate sector _]ob
should resuit m termmatlon of benefits.

- An issue arises around what is expected to be a relatively small number of people who
continue to-be unable to find unsubsidized employment after placement in a job slot and
private sector-job search despite being willing and able to work. .(Refusing a job would be.
grounds-for being cut off, and a work for wages- -model wouid already provide sanctions

because not showing up for work would mean no paycheck.) Some argue that ‘they should be - '

placed in commiunity service slots for as long as they need-them. Others argue that thiss

- +policy would lead to permanent guaranteed jobs. that might be expenswe and percewed as -

=gimply another welfare program. Instead, people who have not found employment might
return to 2 deferred staus, might have their welfare beneﬁts reduced or mrght be cut off
emlrel}

r
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_The Working Group agreed that a serious reassessment should be done of -
everyone, who comes 1o the ¢nd of two or three years in work assignments
without having found private sector work. Those found at that point to be
unable to work could be returned to deferred status with full benefits. Those
found to be able to work and unwilling to take an unsubsidized job would have-

- .assistance terminated. In situations ‘where jobs were not available for people
“who conscientiously played by thie rules and tried to find" work; ‘assistance -
would be continved through another _]Db slot a workfare asmgnment or
7 trainiing linked with work ' ‘ e 'i."'_ :

Mlmmum work expect.atnons pan time or full time. Everyone agrees that

'independence is the ultimate goal of the system. But two.related questions arise in thinking

“about people working less than full time. The first issue is whether someone who is working
© -, at Jeast haif tipe in a private unsubsidized job can continue to receive supplementary welfare

_benefits after two years 1If they live in a state where half time work at the minimum wage .

would leave them below the income level for welfare receipt in that state. Proponents of

. allowing benefit receipt in these situations argue that half-time work:illows parents time to

nurture their children as well as to support them financially--a task which is especnally

difficult for single parents. . They also argue that getting someone to work part time is a big

success and should. be rewarded. Opponents argue that full time work and an end to welfare

receipt should be the- expectation. They argue'that continuing AFDC as a work supplement
“for long perlods of time is counter to the basic philosophy of the new program.-

The Workmg Gr’oup was split on this'iésue. About half thé group felt that part
‘time workers should continue to be eligible for supplementary benefits. after -
the time limit. Others felt that the time limit should apply, but with many
arguing for a slowing of the clock for part time workers. Some members
suggested a compromise that said that supplementary welfare benefits would be ,
" provided for part time workers (at least twenty hours) who had pre-school
' children and at state option to 'other -part time workers.

A related issue arises aroind the number of hours of work that states would be required to.

- provide through subsidized or community service jobs, and around the supplemental welfare

benefits that would need to be paid if the required hours of work did not generate pay at leasz T

* as high as the welfare benefits received by non-working welfare rec1p1ents in the state.
. Because of wide variations in state welfare benefit levels, the number of hours of work at the

minimum wage required to earn the equivalent of the welfare’ benefit level for a family of
three ranges from abouit 7 to about 47 hours per week. For larger families, work hours

‘would have 10 be higher to reach the welfare benefit levels. It.is obviously hard to’ structure
‘a real job of eight or ten hours per week.: At the other extreme dtis unreasonable 10 require

more than the convennonal definition of full time work.

e B Fo IVEH

: The Working Group agreed that states eoulcl vary_ the number. of work hours

P
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they requrred but that Lhey could go no lower than 15 nor hngher than 33.

There was also agreement that the wage paid must be at least the Iminimum
wage and could be hlg,her :

We assume that most states could and would requn'e work hours that weuld produce eammgs K

roughly equwalent to-welfare benefits some states miight do this by paying more than the:"
minimum wage. In the median stafé’ this'would be about 26 hours a week at the minimum
wage for a family of three. Some > higher beneﬂt states mrghr choose, however to structure
jobs with fewer hours, and some’ very’ lngh beriefit states might choose not to- raise the wage:
to a level sufficient to pay the equivalent of the welfare benefit. Should they be allowed to
do this and required 10 provrde a.supplementary benefit to bring family income up to the.
- level of welfare benefits for-recipients who don’t work? ' The argument for doing so is people
- who are playing by the rules and working, even if they have not been able to find an , ,
unsubsidized job, should not be penalized by receiving lower beneﬁts The argument agamst
domg 30 1s that this 100 would contmue welfare as a work supplement o

' The Workmg Group was Spllt on t.lus issue.. The dlscussron tended to parallel
the discussion on the acceptability of part time work. There was some
sentiment in favor of varymg the expectanon for parems of pre- school
chlldren :

- - . . '

The level and focus of child care for the working poor -

What level of resources should we devote to child. care. for the workmg poor” How should
~ limited resources be targeted" .
Chrld care for the workmg poor is a potenually costly addition to a -welfare reform package.
The argument.-for including it; however, is to ensure that low income working families are
encouraged to stay off we]fare and that equity is maintained between those who have and .
have not been on welfare . S - :

"The Workmg Group agreed that chjld care for the workmg pooris an mtegral
part of a welfare reform effort. The Workmg Group also expressed a

. preference, however, that working poor child care be paid for. through _
mechanisms other than cuts in programs for theé"poor. ‘There is a srrategrc o
decision 10 be made, therefore, about the financing and paekagmg of this
aspect of welfare reform

-—?aren'tal-res_ponsibility and pre\"?_eqt-idhfni_: -

Should demon;strations of chil;d“‘suppon assurance -and programs for Ilon custodial parents be ..

" - included in the welfare reform package? Should states be aliowed or required to reduce
‘benefits for cluldren conceived on welfare"
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The Workmg Group agreed that demonstrations of both Chlld Support
Assurance and programs for non-custodial parents should be mcluded
Enthusmsm for Chlld support assurance varied.

The Working GYOUP did not d:scuss famﬂy caps or other preventlon 1ssues
__wluch “’1“ be taken UP at the next meetmg o ,

" The attached .paper does not include a discussion of financing options. The Wd‘rki’r’ig’ Group -
: Tecognized that’ decisions about the overall welfare reform. package that have serious cost
'implications need to made in the context of available financing possibilities. Issues of .
. balancing costs and financing were, not dlscussed at the February 26 meetmg, _but will be the
- focus of the next meetmg R

‘-""To--provxde aSefise of the'scale of-a program and the cost of '.particular_e]érnenl;s,_"wc have:

created a hypothetical proposal, which served to guide the Working Group's discussions of

the costs of vario'us policy choices. The actual cost of the program will differ depending on '

what dec1316ns are made about the issues. zdennﬁed above. In the attached documem we

‘refer to' this hypothetical proposal and indicate Wwhere different programmatic dec1snons would

have led'id a larger ot smaller progiam. The table which follows is provided only as a basis

of dlscussmn--not as an mdlcatlon that pohcy decisions havc been made

-
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. ... Note; Parentheses derote s.avings

- Souroe HHSIASPE staff esumates These estlmates have been s.hared wrth staff wnhm HHS and OMB but have not been
ofﬂcta!ty reviewed by OMB ?he pohc::es do not represent a consensus ‘recommendation of the Worklng Group co-chalrs

TABLE 1.~-PRELIMINARY COST ESTIMATES (FEDERAL AND STATE)
'FOR A'HYPOTHETICAL WELFARE REFORM PROPOSAL
(By fiscal year, in millmns of dollarg) )

'SEEIAPPENDIX FOR.:ENDHOTES TO TABLE -

) L B 5-Year
1995 1996 1997. - 1998 . 1899 Total
=~ PARENTAL RESPONSIBILITY Lo _ ,
- Minor Mothers S ST | " (80} (50) . (195)
Comprehenswe Demonstration Grants - : T g E0... . 50 200
“"Two-Parent Provisions ' _ R IR + - £ 680 - 945 2,065
 No Additioniat Benefits for Additional Children’ Colo@s) . (100) - (110) - (140)  (150) (535)
Chitd Suppoﬂ Enforement S T e . .
‘Patemnity Establnshment(Net) e : o 5 . 20 . ' .(1'105. . {165) - {215) {485)
Enforcement (Net).. ‘ . . .. (1) 20 (85 (80) . (320) . {495)
" Computer Costs T e e 888 88 180 160 465
-~ Non-Custodial Parent Provisions : ' -0 - 25 80 . 110~ 178 390
.27 Access Grants and Parenting Dernonstrations S L .20 o 25 e B0 30 Coan 135
Child Support Assurance Demonstrations S .0 . - 10 - 20 = 250 550
SUBTOTAL, CSE _ _‘ - 30 85 130 255 80 580
T'RANSITIONAL ASSISTANCE FOLLOWED EY WORK . - )
S-Prep - : 0 15 L. s s 70 195
Jitional JOBS Spendlng 0 210 . 750 . 920 1,000 2880 .
WORK Program ‘6 0 0 130 6% . 820
Additional Child Care torJOBSfWORK 0. B30 ° 745 - 800 ‘2,465
Transitional Child Care 0 S TO . 230 7 280 360 840
Enhanced Teen Case Management 0 3 90 105 110 335
Economic Development ‘ 0 "o 10 100 100 300 .
Savings - Caseload Reducﬁon 0. Q- (30) (80 . - (8D . (170)
SUBTOTAL, .JOBS!WORK K 0 515 . 1,820 - 2280 . 2350 - 7,765
MAKING WORK PAY o H
. .Working Poor Child Gare -~ . .. .0 . 500 1000 150 2006 500
GRANDTOTAL - .. (® . 1005 . 3280 - 4575 .. 6025 14,880
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APPEND[X* ENDNOTES TO TABLE l

’I‘wo—Partmt E.sumat&s

-1,

“-j'i‘he COsts for ellmmatmg the” specnal ellglblllty reqmremems for two‘-parent fam:.lles is based e
upon estimates from the food stiftip:quality control data file. These estimates were then . - -
adjusted for increased pammpat;on based on estlmates ﬁom the MATH model employed by -

Mathemauca “Policy Resea:ch Inc

u

Chjld Support anorcement Estlmates

1".-'

' Caseload Numbers and JOBS and WORK Fsumales

L

The COsts for the noncustodlal parent prov:slons are 10 percem of theJ OBS and WORK
program costs . : :

. _‘,‘:‘?:_‘ P

‘The caseload numbers and the JOBS. and WORK oost estimates are based on the followmg po]lClES,
assumptions and sources of data: . : .

. Adult recipients (mcludmg teen custodial parems) born after 1972 are sub]em to the time lumt
‘beginning in October 1996 (FY 1997). The cost estimates assumé about one third of the

States, representing 40 percent of the caseload, will implement the policy & year earlier than

. required. This follows the pattern of State implementation under the Family Support Act.

JOBS spending on other portions of the caseload would continue as per current law.

- Non-parental caretaker relatives dre not subject to the new rules and are not phased-in.

“Parents who have a child under one (or under 3 months, if conceived after the initial welfare

Teceipt), are caring for a severely disabled child, report a work limitition or who are 60 years -
- of.age and older are deferred from partxcrpatlon in the JOBS and WORK programs. As of -
- FY 1999 about 25 percent-of r.he phased in caseload is deferred.

The case!uad numbers include modest treatment effe-cts as 2 result of the new mles

- Cost. per JOBS pamc1pant figures are taken from the. FY 1993 ] OBS data (adjust,ed for
. inflation usmg the prcuected CPI) R ‘

.- The cost estimate assumes that all non—deferred phased—m recnplents are engaged in dctivities.

We assume that at & given point in time, 50 percent of the pha.sed in recipients are engaged m

_ -activities which have cost. -For recipients with extensions, it is assumed that everyone is
" .. participating in a }OBS actmty whlch costs :he program money

The cost of developmg and maintaining.a WORK assignment is caIculated using CWEP data™

" from JOBS and from the welfare-to-work demonstrations of the 1980s (again, adjusted for

inflation using the projected CPI). Approximately 25,000 and 130,000 WORK slots would be
required is 1998 and 1999 rmpecuve!y

10,




Teen Case Management and JOBS-Prep Cost Eshmats e

3 WWWMMWM ¥

 The ﬁgures. for JOBS participants and JOBS spending under current Taw are taken from t.be

baseline i in the FY 1995 budget for the HHS Adnumstratxon for Chl]dren and Families -

- The JOBS and. WORK cost estimates do not consider the potentra] 1mpact of chdd support on

the size of the caseload.

= The-case management cost estimate prwumes that at ful unplernentatlon enhanced case:

'+, managernent services would be provided to all teen parents under the age of 19 and recewmg

- assistance. The percentage of teen parents receiving comprehenswe case management services
-1 predicted to rise from 70 percent in FY 199610 80 percent in FY 1997 90 percent in FYs

_' 1998 and 1999 and to 100 percent in FY 2004

b The cost per teen ﬁgure for enhanced case management is drawn from Teen Parent

Demonstration data. There is no data available on the current level of case management

. expenditures in the JOBS program. Consequently, the estimate employs, as a proxy for a )
" JOBS case management cost per participant number, a figure calculated using data from the

wel fare~to«work demonstrations of the 19805 (San D:ego I and Baltimore Options).

The addltlonal cost of oomprehenswe case management for teens is the dlfference between the

_ ,dehvermg standard case management to the same populatlon The difference is roughly $560
Coper pamelpant per year, in 1993 dollars.

The ] OBS-Prep cost estimate presumes that JOBS-Prep services will be prcw:ded to 20 pereent_‘
of those in the JOBS- Prep program, As States currently serve only 16 percent of the non-

- exempt.caseload in the JOBS program, it is plausible to suppose that States will not serve a -

significantly higher percentage of persons in the JOBS-Prep program. We do not know what

- services States will provide during the JOBS-Prep program (candidates include parenting skills

classes, life skills training and substance abuse treatment),. 50 arrwmg at a cost per pamc1pant

ﬁgure for the program is difficult.

) For 'purposes of the estimate, we assume that States will not pro\'ride.services .'suc'h" as
_ vocational rehabilitation in the JOBS-Prep program. JOBS-Prep services ‘wrll consist :
.+ -primarily of case management and. referral-to external service providers. . Many persons in the

JOBS-Prep program have disabilities, although most mothers of children under one do not. S
The cost estimates-assume that a fairly intensive level of case management would be requued
for & small percentage of persons.in this program.

. The cost per JOBS- Prep participant ﬁgure represents alevel of case management more
...intensive than that in the current JOBS program but not as intensive as the level provided in

the Teen Parent Demonstration. The number is arrived at by mult:plymg the Teen Parent
Demonstratron case management ﬁgure by .75. ‘

i . . - . T
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Child Care Estnmates

These estimates reflect the child care costs assocnated with the pha.se-m assumption.s d&scnhed

above under J OBS and WORK

_ .ThlS estimate is based upon baseline spcndlng for the Head—Start progranix'énd therefore does
.. -.not account for the additional children who will be served by Head Start when it expands
: 'I'hls follows conventional CBO scormg rule.s o -

'I'here is no shdmg scale fee for services mcluded in this estimate.

We assume that apprommately 40 percent of all AFDC faxmlxes partlmpalmg in JOBS and
: WORK will use pazd ctuld care. L

We assume tha: Transmona] Cblld Care ehg:bles will have average utﬂnzatton rates of 40
percent

Our working poar estimate represents a phase-in of a cabpéd entitlement to-cover children .
whose families are below 130 percent of poverty but do not receive AFDC. By 1999, we

- will approach full implementation with $2 billion in net funding. We assume that there are
", approximately 8 million non-AFDC children below 130 percent of poverty, 40 percent of -
‘whom will potentially need child care because of their parents’ work status, and that 40~
. percent of these faimlm will use pald child care. :

No Addntlonal Beneﬁts for Add:t:onal Clnldren

1.

Thls cost estimate is based upon an estimate by the Congress:onal Budget Office. The

. estimate assumes a State option policy where States representing 33 percent of the affected
' ,.caseload adopt a cap for beneﬁts for new chl]dren

It is assumed that States would reduce the month]y benefit by $63 for each child: (after the

first) born while the mother was receiving AFDC. It'is “also assumed that States would have
little- success zdennfy:ng children born on- AFDC durmg previous spells of welfare recelpt



EXECUTIVE OFFICE OF THE PRESIDENT
QFF[CE OF MANAGEMENT AND BUDGET
- WASHINGTON Do, 20503

S0 e . February 14,1994
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MEMORANDUM FOR THE DIRECTOR
~ DEPUTY DIRECTOR

FROM: 'Betle,sawm@’/_-*-v ST

'SUB;.IEC.T; © Welfare Cost Esiimate;:‘

. The costs of welfare reform -dépen.d on - s

‘@ the contents of the plan, ‘
- ® ° the phase-in strategy and time penod for Wthh costs are esttmated and
L the behaworal nmpacts of the plan : : ‘ :

This memo lays out some of the issues we face in each area and seeks your
- guudance in resolwng them e .

The Contents of the Plan

: There are a Iarge number of poss:ble reform Optnons consistent w:th the Presment s
basic vision -- each with a different steady -state” cost. {" Steady-state™ means the
" cost once the plan has been fully phased in and any new rules or policies apply to.
the entire caseload, not just a portion of it.). | believe, based on our staffs’ work,
“ that the range of annual steady-state costs varies from zero to $10 billion with the
most reasonable estlmates probably falling in the middle of thns range. We are now
working with HHS to spemfy the. most relevant options within this range so that
you and others ¢an see what kind of policy you can buy for different prices.
- Although we will have much more detali for you later, the most relevant issues are
likely to be: how much child care is expanded for the - working poor, whether the
work slots are time-limited, and the administrative costs of creating jobs. £



Th Pha -In of h P

' Most of those who have worked on the plan agree.that it should be phased in.
-gradually. Although there are numerous ways to do this (by state, by age, by

length of time on the rolls, etc.}, the most.common assumption is that we will start

with all-new applicants (existing recmlents would be grandmothered). Under this

- assumption, it-turns out that the federal costs of a basic.reform plan (the time-limit .
- followed by commumty 'service, with related tramlng and child care costs and

follows:

First five years {cumulative):  $3 billion

“First ten years {cumulative): 18 billion
. Steady state (one yéar): ~ - 5 billion
_ Steady state’ (fwe years): 25 billion

As these numbers plamly iltustrate, the- phaseom path is crmcal as is the specn‘lc
time period forwhich costs are estimated and presented to the public. Depending
on which period is picked we can say the same plan ¢osts anywhere from $3 to
$25 billion. Note that Senate scoring rules adopted in last year's budget resolution
require a 10-year window. Moreover, journalists, aided by outside analysts, will
surely be interested m,p_resentmg steady-state estimates even if we do not.

Lk

Behavioral Impacts

To a large degree, the promise of reform is that it will affect behavior. The theme
of parental responsibility, with its emphasis on child support enforcement and
reducing teen births, is designed to reduce the number of people coming on to the
. rolls. The theme of work and responsibility, with its emphams on education,
training, and jobs, is intended to move people off the rolls. Many of us believe that
over time these impacts will occur and will produce savings that herp to offset

(possibly even more than offset) the initial costs of reform. The probiem is that it is : '

doubtful that CBO will score much if any of these savmgs (The esﬂmates cited
. above do not assume any. behaworal lmpacts ) . ‘

" In the face of these facts, it seems to me that we have three basic options:
* Option Oné: oun J t he Fir Five‘( ar- - T,

If we did this we couid propose quite a generous policy and fully offset it. The
downsnde ls that we c0uld be blown out of the water by outsude analysts and be



subject to a pornt of order in the Senate Republicans would argue that we had
[aunched an expenswe polrcy and only pand for its openmg wedge

ion Two: nt th -

Thrs would be uch more cred:ble but would necessrtate proposmg a much
tougher policy unless we come up with-a lot bigger offsets than anyone is
contemplating right now or assume much bigger behavioral impacts than CBO is
likely to score. We would probably need to time limit the commumty service jObS
cut back on child care expansions for the working poor, and find creative ways to -
keep the costs of the work program down. A variety of popular add-ons {such as
liberalizing the assets test, treating two- parent families more like one ‘parent .
"~ families, experimenting with chrld support guarantees) woufd probably have to be -
dropped.

ionThr":Pr 'Fiv"Y'.rPr ram Onl

- We could make the argument that we believe that behawor is. bound to change
" under olir policy, but that we plan to rigorously evaluate the program over a five ..

" year penod to measure its’ effects_and the associated. cost savings. We could '

propose to sunset the legislation at the end of five years at which time we might
ask the Congress to extend and possibly modify it, depending on ywhat was learned -
over the first five years. This is a sensible approach that avoids some scoring '
probtems but could be criticized for not endlng welfare as we know it but rather
expenmentmg with welfare as we know 1t :

' ,The above is just a first mstallment on what wrll undoubtedly be an extended
discussion of these issues. | will be setting up some meetrngs so we can talk
about them further and get your mput -

" cc.  Bruce Reed
Kathi Way
Richard Bavier -
Stacy Dean -



October 27,1993 |
"E-Mail to: Leon Panetta and A]ice"Rielin

From Belle SaWhill
I earlier shared with you a summary of the b]ll House Repubhcans plan to subrmt |
on Nov. 8. Brxefly, the plan mcludes
-A requirement: that almost all welfare rec1p1ent5
participate in education, training, job search, or work expenence
during the first two years {phased in).

A requirément that almost all welfare mothers work at'the
end of 2 years, either in the private sector or in a community
. service job. Individuals would be eligible for communlty servxce
Jobs for up to 3 years.- .
—No ‘benefits, under most circumstances, for parents under
18, for mothers who do not 1dent1fy the father of their child, or -
for mothers who have addltlonal children while on welfare
The cost of the added services is about $12 billion over 5 years. .
However, the bill denies welfare and relaied forms of assistance
to noncitizens, thereby saving $21 billion. . It also proposes to
block grant about 10 food programs while cuttmg funding for them
" by 5%, thereby saving $8 billion. The total savings from these
and other measures are $31 billion. Thus, on balance, there are
sufficient funds to pay for reform and reduce the deficit by about
$19 bllhon - :

Summary:  New costs - .+ 12
- Savings | . -31
Deficit reduction - 19



| Senate'Republrcan Welfare Reform Proposal

_ The House and Senate Republican Welfare Reform bills are quite similar. Both bills
set up a two year transition to work program, require apphcant ]ob search, job .
training, and finally work for welfare. Exemptions and sanctions in the Senate bill
are generally the same as the House, with some administrative differences. Under
both bills, minor mothers and fathers would be required to live with their parents
there would be rewards and sanctions for school attendance and States would have -
the option to deny benefits to children born while on ‘welfare. Both Bills seek to =

.. Increase paternity establishment and improve child support enforcement, and

expand and expedite waiver authorxty for State experiments. The Senate also .
- restricts welfare payments to 1m1mgrant5 and illegal aliens. '

| Major differences between House and Senate versions: -
- JOBS and Work Programs in the Senate

«.  Would allow recipients to take a private sector job and give employers a .
‘ voucher to supplement wages. The voucher would be equal to the combined
- AFDC and Food Stamp benefit. To hire recipients, employers would have to
~ agree to pay the employee at least twice the value of the voucher or
minimum wage whichever was higher. After six months, the wage
replacement value of the voucher would be reduced by half and would be
phased out after two years. Employers could also receive the Targeted Jobs
. Tax Credit (TJTC) for employmg the welfare rec1p1ents There is no snmllar
© provision in the House Bill. o

*  Would require assessment every 6. months to determme if the reC1p1ent has _
- made”’ clear and substantial progress” toward preparmg for work.

. While the House requlres all non- exempt. 1nd1v1duals to work to receive
welfare after two years, the Senate requires only those who are found “ready
to work” after two years to work

¢ There are no parhcrpatlon rates for ]OBS and work programs in the Senate
version. ‘The House Bill specifies participation rates in the JOBS and work
programs of 60% rising to 90% by 2002 :

Paternity Establishment and Child_,S'upport Enforcement in the Sena_te Bi'li' ,

. Once at least one child in the family had paternity established, all children
would be eligible to receive AFDC. Only the mother would be sanctioned for
. non-cooperation. Under the House version, children would be eligible for- .
AFDC only.if paternity is established, and the ennre famﬂy would not recejve
bEDEfltS for non- cooperanon


http:paternity.is

. Once a patermty suit had been flled the client would be ehglble for full
benefits. The House only allows full beneflts after. paterml'y is legally
establlshed :

. Unhke the House bill, does not require W-4 wage and new hire repcrtmg
systems and hospital based patermty establlshment processes

Other Prov1310n5 in the Senate B;ll: 7
e . lextends current deeming requ_ire'fﬁents from 5 years to citizenship: The Bill -
tequires welfare agencies to report legal immigrants who continue to receive -
benefits beyond 12 months to the INS. The INS would then be required to .
treat the immigrants-as “public charges,” which would make the immigrants
potentialljr deportable. I ' ‘

House Provisions, not in the Senate Blll
. The House bill mc]udes a State option to convert AFDC to a block grant The
House would also place a cap on Entitlement programs, consolidate 10 food
. programs into a block grant, require SSL o identify and periodically test
addicts on $SI and, if positive, terminates eligibility and require pubtic
housing aathorities to disregard FICA and income taxes for 2 years after”
recipients begin employment. None of these provisions are in the Senate bill.



Republlcan Welfare Reform Bill HR 3500 e
A comparison of preliminary HHS and CBO pncmg '
(in mﬂhons of dollars) |

Titleand Section - _FYe4  FYs5  FY9% _ FY97  FYSB  FY9499

Title}' AFDC Trans:‘tr'cih‘ and Work P_régzam

'AFDC Transition and WORK " T . o .
Program Child Care' ' IR
CBO: | 'AFDC-JOBS 0 0 - 30 1000 - 1900 3200
© -, . . AFDC-Child Care 0 100 100 600 .16 - 2200
© Total’ ' 0 -100 400 1600 3,500 5,400
HHS: = AFDCJOBS - 0 -, 92 - 450 . 951 . 1512 3,005
| AFDC-Child Care  ~ 0 = 2 208 603 . 1248 2087
' Total, ' 0

. " 70 658 1,554 - 12,760 5,04?T
Note: HHS has indicated that the consider these Child Care estimates tobe a l:tlle high : - :

Title II Paternity Establishment

Sanction AFDC Families if
Paternity is not Established

- CBO: AFDC . 200 ¢ 400 900 . 900 900 -3300

.. Food Stamps 1000 0 200 500 500 500 0 1,800
CSE . - N/E  N/E  N/E N/E - NE . NE .
Total . : 100 - <200 - -400 400 400 .-1,500 -
HHS: AFDC : . -85 720 -1180 © -1,190 <1200 4775
o Food Stamps T.125 ¢ 2500 5000 500 - - 500 1 1,875,
- CSE . 0T 4 0o .. 3 10
CTotal 360 461 676 . 690 W703 . 2,890

1 -  IMB2/17/34 1:18 PM
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. ' Republican Welfare Reform Bill HR. 3500
A comparison of preliminary HHS and CBO pricing
o . . (in millions of dollars) -

FY94 FYS5  FY9  FY97  FY98  FY94-99
Title 11l Expanded Statutory Flexibility for States
301 State Olp'stilo:-'l to Conivert AFDCtoa
- Block Grant -
.. CBO: - . \CBObelievesthatﬁo_Statewohld take tl;lisoptioﬁ. 0
HHS: R 0 0o . 0
302 Deny AFDC if either parent is a minor
CBO: N/E N/E N/E N/E . N/E N/E
HHS: 260 270 280 290 300 -1400
303 'T';re‘at Interstate immigranté ﬁﬁder : '
_rules of former State ' 5
CBO: . AFDC 30 0 70 20 0 310
~ Food Stamps 2 0w 0 0. 1|
L 10 30 30 -30 30 - <130
HHS: ' AFDC 140 140 -150 -150 60 740
304 Impose penalty for failure to attend
' school ' e "
CBO: . . AFDC Admin 25 75 100 100 100, 400
i AFDC Benefits Y R : : ol 2o
Total - 25 75 100~ 100 100 © 400
CHHS: _ AFDC 50 7510 115 120 . 470

IMB 2/17/94 1:18 PM



'Repuﬁlitan Welfare Reform Bill HR. 3500 |
" A comparison of preliminary HHS and CBO pricing
‘ (in millions of dollars). '

Tifle and Section - " Fy94 _FY95 ~ -FY9 _ FY97  FY98  FY94-.99
305 No Additional Benefits'for New . _
Children .
CBO* - AFDC - . L0 2000 260 . -320 350 1220
: " Food Stamps 50 - 100 140 | 10 . 190 . 640
Total 40 . 2100 -120 0 1600 <160 . <580
HHS  AFDC .. . -160 440 - 6200 - 810  -1020 . -3,050

* CBO has indicated that these AFDC savings estimates are a little high and will be reestimated.

306 Obtion to medify certain AFDC - -
income disregard rules-

CBO: . AFDC 220 .20 2300 20 250 1160
‘Food Stamps -~ -110 120 . -120 120 -130 600
Medicaid . 40 1350 160 ° 180 . 200 830
Total = . 250 250 270 - . 300 320 1,390

"HHS = AFDC 260 . 260 270 280 290 1,360

- 307 Optionto prov'i&e:married couple
transistion benefits

CCBO:. . AFDC . 60 1200 - 1200 . 130 . 130 560
Food Stamps - 30 60 700 =70 70 -300

. Medicaid - " 70 160 180 200 - 220 830

Total - 10 . 220 230 - - 260 - 280, 1,090

‘HHS: - AFDC - - 60 .- 1200 120 - 130 . 130 - 560

‘ . Food Stamps 30 - 0. 70 70 700 . 300
~ Medicaid  ~ . N/E N/E N/E - N/E N/E - N/E..
© Total S 60 50 60 60 260

3 IMB217/MTI8PM



'Republican Welfare Reform Bill HR. 3500
A companson of preliminary HHS and CBO pricing
' (m mllhons of dollars) '

TitleandSection - . . - FY94  FY95 _ FY96  FY97  FY98  FY94-99
308 Disfégaid Income and resources - ‘ B ‘ . 7
designated f5r education training & S ' _— -
employment or related to ' :
self-employment
~'CBO:. AFDC .10, 25 5. 85 . 5 . 200
_ Ny Food Stamps -~ « .= -5 -5 -10 -10 -10 40
S Medicaid " 10 w2 B 2 15
o ~ Total ' 15 - 30 70 80T, . 80 275
HHS: = AFDC .5 15 a0 - 3+ 30 10

309 'Option to require attendance at
parenting & money management
" classes & prior approval of any

action that would result in a change

~of school for a dependent child
CBO  AFDC - - N/E. N/E- --N/E_ N/E - N/E. ' NJE
HHS . AFDC Indelerminate butsmall. - ]

¢

- Title IV Expansion of State Waiver Authorj;y .
Expansion of State and Local l_’]lexibility
CBO  AFDC . N/E . NJE N/E N/E N/E  NJE

HHS =~ AFDC BT B e

4 o L IMB2A17/9 138 PM



. Title V Child Si:ggort En{orc@" ent .

Republi&an'ngfare Reform Bill HR. 3500

(in _millio_ns of dollars)

A comparison of preliminary HHS and CBO pricing

FY98 - FY94-99

| ~Child Suppor't-Enfbrcement

CBO

HHS

Title VI Eliminate Benefits to Non-Citizens

* Eliminate All Benefits to Non-Citizens

CBRO:

AFDC

: 0

*--Food Stamps : 0

Medicaid - | 0
: : 0

0

ssl
'I-‘otal ,

CAFDC 10

SSI
Total

%

-300

-100 -300 _

400 -800 800 =800 .
900 . 2100 -2400 2,700
1200 25000 2700 3000
2600 5700 6200 6800
210 - 230 250 -260
2140 2300 . 2460
. 2370 2550 7 2,720

FY94  FY95  FY9%6  FY97
AFDC N/E N/E N/E  N/E [ NJE  NJE
AFDC .10 2 2 -9 27 -26
- CSE ‘ 8 12 27- 55 24 126
Total | R T 125 3

100

~1,000°
-=2,800

-8,100

9400
-21300 -

. 560
-8950
9,910 |

IMB2/17/94 1:18 PM
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Repubhcan Welfare Reform Bill HR. 3500 ,
A companson of preliminary HHS and CBO pncmg
(in millions of dollars)

- Titte and Section o Fym f\fgs“" R FY® PV FYs40
" Title VIL Controlling Welfare Costs ' LT T ‘
‘Controling Welfaré C(;sfs .. ".f." B o " | | .
- CBO: NET - CNE NJE N/I;‘ ~ N/E ‘N/ﬁ  N/E
HHS: | NET o | o 0”._. 700 .sgbb 15,800

Title VIII Consolidated Block Grant To States For Nutrition Assistance
Block Crant Mandatory and- : .
Discretionary Food Programs and

reduce authorization By‘S%

CBO:© . NET .- . 0 3000 1600 . -1800 .. -1900  -8300

HHS: NET -~ . 0 1900 - 26007 -3300  -3600  -11400

Tz‘trfeIIXMfsceNanéous oo S o B o
901 AFDC recipients required toundergo R P
- necessary substance abuse treatment : ' o
~ as a condition of receiving AFDC ) '
CBO: . AFDC . . * N/E . N/E© N/E N/E,  NJE N/E
HHS - = AFDC  N/E .N/E NJ/E  N/E  NJE N/E
y

6 Cn " IMB2/17/94 1:18 PM



Republlcan Welfare Reform Bill HR. 3500
A compammn of prelintinary HHS and CBO pncmg
| - (in millions of dollars)

Title and Section - PR~ FY95°  Fys6 _ FY97 - FY98  FY9499
902 Random Drug test of addicts getting — o ' :

=

5851 disability. benefits _ - e L
CBO .. . SSI- " N/E . N/E' . N/E N/E  N/E . N/E
‘Medicaid N/E N/E©  N/E ~ N/E' "N/E* ' N/E
. HHS - sst NJE N/E N/E N/ N/E NJE
o ‘Medicaid =~ - N/E N/E © N/E . - N/E N/E  N/E
903 “Evaluation of eduation and traininé prdgx'ﬁms- :
'.CBO ~ AFDC. - - N/E N/E  N/E- N/E  N/E NJE
CHHS . AFDC .5 5 5 5 5 25

904 Job search required while AFDC
application is pending I

“CcBO . ARDC N/E N/E N/JE  NJE  N/E" . NJE

};Hs'- - JIAFDC'I N o - N/E | N/E ‘I;ME-' 'N/E'I". N/E N/E
805 Demos on fraud&admmlstratlve f o
efflclency '
CBO. AFDC N N/E Nl(ﬁ'_ IN/ﬁ‘ ON/E N/
ms o owoc 1 a1 s
N 906' Publich_gusihgrentrefo‘r.n'i | | | . | |
CBO : - Housing - . N/E__ ’ll*J/E .I\'J/E- L ONE ‘_I.\I/E-  NJE©

" HHS .~ Houwing - ~ N/E N/E. N/E' N/E_. N/E  N/E:

7 IMB2f17/54 1:18 PM



.. Republican Welfare Reform Bill HR. 3500 =~ .

o Acompansrm of preliminary HHS and CBO pricing S
o e (in millions of dollars) P

907 Required Immuinizations for children Y B L

L and health check-ups .-".‘ R . o : _ ‘ ‘
- ‘co  AmC -+ s s 0. 10 T30
.. " Mediaid 5 0 - 25 40 B 113
: S Total S 5T 18 30 80 45 145
| , N D IMB'2/17/94 1:18 PM
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- TO0: _Alfce M. Rivlin Y
FROM:  Isabel fawhill -~ .
t Office of Mgmt- and Budget, HRVL

~

' 'SUBJECT: welfafe reform

How should the program he phased in?

How much effort should be put 1nto preventing flrst entry? Should
we have a family cap’ Should minor moms have to live with parents’

Should we provide benefits for noncustodinl parents’

Should we do. Chlld aupport assurance demos?

. Who should be exempted from participation? What about extenslons°
. . For college’ . .

Should we requlre jcb search before recelpt of welfare’

S5hould the emphaSLS be on labor force attachment or human capital’
‘development in the JOBS program’

Should. the WORK -program be tlme 11m1ted° or (equivalently) the
" number of* slots cappad’

‘_Should it be work for ‘wages or work for welfare? Can you e, flred?
What'’s the fxnal safety net for those who are?

" can a signlf:cant number of the WORK slots be child care for other
reclplents? : o : .

Shculd people in WORK receive EITC’

Should those who are working at ‘end of 2 years contlnue to receive .
.an AFDC supplement in hlgh benefit atates’ '

Should there be expanded child care for the workinq poer? Could it
he proposed in a .separate bill? _

‘Should we change rules for two parents and make other changes to
simplify programs’ only if lt saves rather than costs money?

.Shouldafederal government pay. all of-the new costs? Or share with
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' ptates? -

Can gsome of the financing options be repackaged as cost savers

'under the “relnventing 'government" rubric?
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R Costs

October 5, 1993

NOTE FROM: Wendell“frimus

Last week we had conSLderable dlscu5510n about the cost of -
community work experience programs (CWEP)} for welfare re01p1ents
The attached draft paper provides some unit cost estimates of
three types of employment support services, including transition-
al work experience, which is modeled after CWEP. The paper also
identifies the major components of the aggregate service costs

- for each of the three types of employment support services . :
" models. You will note that the child care costs in a transition-

al work experience program represent only"appréximately 27% of
the. aggregate-costs ~- less than the cost of developingand
maintaining the pOSltlonS {37%), but more than case management

costs {20%)

- This paper is the'best work-I have seen.on this subject;-and I

hope YOU find lt helpful for our future dlscu551on5

Attachment _ - ‘ _
E?) BGO (M”"L'i (;-O?) v A‘:Lﬂ-\lr\ uat\’S DC uJD(LCA('-AA‘ 'J'wl M\' \AP 3(-”.
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L@cndell Primus : F 4 '_ Fr_cm:.Rébaccé Maynard. ... . "i0-4-12 m:;gw

‘servenst,tyt . . 7 L 3

r

DRAF T-FOR INTERNAL REVIEW AND DISCUSSION. ONLY
DO NOT CITE '

COSTS OF EMPLOYMENT-SUPPORT SERVICES UNDER WELFAREREFORM!

October 2. 1993

This paper providés estimates of the cost of providing employment-suppoit services to welfare

recipients: during  various phésés- of th;:ir patticipation  in  sell-sulticiency oriented activitie's.

: bpecnﬁcally we have developcd est:males of the cost of receiving three different types of program

r

SeIViceS almed at promoting retention in. prwam sector _]ube. #nd, hupetu]ly prugressmg to betu:-r

paymg jobs. The goal in devel oplng these cost estimates is to gulde pohcy developers and program .
planners regarding the level of tundllng -qeccssary to p_rc‘mde-Varl'ous Iypes of support to welfare . .

. recipients to promote ‘continual progress toward self-sufficiency. Cost estimates are calculated per

"year of service." We have considered both thé experiences of orher programs and preliminary plans

for weifare reform in judging how the service bundle under the welfare systemwill vary for individuals
within a year and across individuals. The overall cost estimates are supported by detailed information

‘on the costs of various component services in various ongoing and prior programs and

demeonstrations.
" This paper does not provide estimates of the cost of major services that may be.preparatory ‘to

participation in‘job search, transitional work experience, or low-wage private sector employment.

"This paper was drafted by Rebecea Maynard, based on in put from a variety of sources and with
assistance from'a large number of peopie, parlicularly members of the post-transition cost estimation
working group--Geoft Gettinger. DHHS/0S; Michael Ruftner. OMB: Sherry Glied. CEA: Dennis
Poe, ACF/DHHS: and Jun Houser, DOED. David Long, Craig Thornton, and Ellén Kisker also

" provided valuable guidance in the assembly and interpretation of data for this papér A companion

volume -contains many of the source tables and from which particular pieces of cost data were drawn.

10/04/93 10:1dam

o

support (1) supervised and supported JOb searr:.h; (2)'a trm\sl!mna[_work,experlence job; a'nd Gy

.
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Although many welfare récipiems will ne;d extensive i;ansi!ional support $'ervices.pr.i.or 10 moving
diréct:ly' into the wof;c forcé—-whéﬁier ib'priVat;séclor or \a;'(l)rk exp.e.riencé.positions“lhe"fedcral' costs
of these services will]depepd heaviix on the cnmrm‘inity context. -We_ ‘amilci'p:ate that the'memal health ‘
- needs willbe provided ‘,Irlirq;qgll‘ tlie reformed health“care systein. Many educ'atioxl and job :rai‘iliué
_ oppdrruni_ties are’ a‘lr'eady available t:t;r'this popﬁll‘-ltion, tunded through -iccal_ lschooril ﬂiétribts.
con‘;ml.in.il-ry co!legg.s‘,' and ll?e federal job t_rainihg Syste.m_-ro: exam'p[e. ﬁe'gen«_eraI as;umption is 'thal‘
“the- welfare system will need to prOVide-ca‘se' manag_e;;ent and 'sup.po'rt services to clients in these
transitional services, but that the cost of the major sérvices dll.li‘i-l'lg this [;eriod will be ‘horne by existi,pg
| systeins oulside; of welfare. |
. _Tﬁe following section discusses our overall estimates of the costs of three iypés of serviceé--job'.
gearch support, transitior;:al work experience, anﬁ -employment_ sup;pon.._and the c.éiﬁpc.nents <_)‘fth.ese
'aggregal_e service costs. We present ber:cf}'rrurar'klestirﬁ:;teé, but also }:ilgh;er and lower cost_csti-ﬁwtes_
‘ for each type of se}"vice._ Sect‘io-u dei'scu.'ssés Fhe‘ sousce of our elsrtimales ot'eac_h of the components

of the overall service cost estirates--job creation aid support, chitd care, job search assistance,

transportation” assistznce, and case management. Source data.for various of the component cost:

estimates are presented in a companion volume.

A. QVERﬁEWOF THE SERVICE COST ESTIMATES
| Sefyicc costs al;é nece.ssari]jé dependent on pr'c'og‘ram design--the target popuiation “for 'th_e‘
_j_nterveqtion. paniciﬁatioh rates andlintens..li[ies. and seﬁic_e'rrﬂx and int_a;.nsity.' Qur Ibénchnmrk 6r
) R\est.-guess_ éﬁtilnailes are that. = SUp‘por-’tiv.é jpl.; search asslstance llpro'gram will cost a]:lxoull $'I~l .‘50_() pér
yéar. in pos;' transition jub search; transitional work experience willcost an average pfl QEUU[‘ 3.5,900
per y%:hf; and emplr;ymen't support for th«.osfe in iow wlage jobs will.'E:ostran average of about $3,500°
pelr year {T:;bie 'l_)-. Hf)ivgver. i number of factors‘cou-i(‘:‘l lead one to judge lhes\; es(i.metes' to be too
‘ I;ligla 01; too low. I'_]?or .example...the SPEC.llﬁCS .of the progtam des‘i-gn"'or prog,ram rslsrgering ft.h‘at are

planned could differ from those implicit in the benchmark . estinates, or one could judge hat the

serveost.txt o 4 SR 10/04/93 1 0: 4w
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~ assumed level of use of a particular support service is too high or too low. Our "lower”and “higher”

costs estimates specifically address these types of concerns. The range of our costs estimates for each

type of service generally falls within a range of ahout plus or minus 25 't 35'7percer.1i of the

. benclunack estimnate. .

In developing these specific cost esﬁmate_s, we assumed that the prograins will have t'ail;ly broad

. 1
'

coverage, have gtrong panicipat-ion incentives and/or requirements, and. haxle incer}tiﬁes to‘address.
IhlreT full . range . of service needs éf i'ncklividualé.j.r ;f'liese assumptic;ns point to Séveral.imponant .
ditferences hetween tiw prior pmgramsl tfrom w.hich ‘.we are drawing cost es{imalies; and the.pr_c:)gram
nodels lik'ely tb‘ evolve under welfare reforn, . T

First, the n.ev..f prog.rarns--w‘i!lha\.{e gfreatér and r-nore even cover;ge of the populat.i(.)ln. Moreover, -

‘programs are expected to make greater efforts to address needs, such as child care, that frequently
have been: cause for exemption in past -programs. As a resull; we can expect that, on average, the

"pn'puialinn wiHhe‘.ynunger, will have younger childrlen..and willinclude s.'nme who, at first blush, seem

“lass eager or williog lo'partibipale than those servedruuder JOBS, for examnple. .

- Second, stateé— will be heldgac':coﬁntable fdr participant outcomes, not 'simplly ser.Vic;c_ delivery.
'.'Ihislmé_ans__lhat we canl expect programs Ito ‘bélmor; attentive to the "bundle” of sér‘{ic&;s needed by
individu;a[s‘to move It_hem' to self-sufficiency. Moreow[e_r. the); s;fili be more atltcmive‘ to the guality 3nd
intenﬂity_nflthé services, since'!h;air Iperlformapce depends on the .nutg:n;nef;; of the services not simply |
their delivery. .

~ Third, there will be rWs for Iwelt'ére recipients of not ac_:livelyhpursuing self-
suttictency and.alwa'tling (hemse.]'ves: of ‘necessary s_ervlceé 1o sﬁppo'rt these efforts. This’ means that

‘we ¢an expect more regular program participation end greater use of services by the welfare

'reéipients than under voluntary prngrams. Fourth, there will he strong emphasis on promoting self-

sufficiency at, the eatliest possible point. This too means that the target population will tend to be
s . . . K " ) 1 : - -
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_ younger than those served by most previous program initiatives, including JOBS, and that they will

have huch younger children, on average.
Our -benchmark cost estimates necessarily retlect judgments about the implications of these

factors for extrapolating fromn dlie cost experiences of, prior prograin etforts.

I. Job Se’grc.:h A‘sslistanu: ‘Sqn'ieas

Participants in supervised and supported job search will need 2 range of services, including child

~care, direct job search assistance transportalion, and case m.anagement'. On average, we estimate that

o

prowdmg these services to weftare reclplents lnthls program component w1l[aVerage beEWEen $l 018

| and $1.941 per. serv.ic'e year (Table 1). Our benclimark costs estimale is $1.517 per yéar.

. Child Care. Child care is the largest cor’hpone_f:(‘ of énsl-~$5'2;4 per year under the henchmark

estimate. The benchinack estimaté of chiid care costs as:;umes that just over haltf (54 percet) ol all

i

' 'Job ‘seatch pamc;pams u$e chlld care 1o support lhelr search ettorts~~the same percent who.would

havc used IOBS supported ch:[d care had the rec1p1ems \mh ch;idren )ounger than lhree been '
: ‘reprf_ese'nted at twice_ lhe‘_level they ‘are currently urepresented in lhe. AEDC po‘puls!ion.. ]_E!ut;'lt |
aséymes “that those who.r\ece.ive-t‘ henefits reqt;ire t_hem: anly a third of the -m-ﬂnt.hs' they VE'H'(;. in,
su;-)én{.itsed jab s&an::lr 'I“laéﬂlé.ller a:;s:t;}n-[:)liDll seelns ‘rea;o¥lablel,_ given the l:!}CJer inte unitte nt “riatate

O;f job scarch as compared with é:ﬁp]oymem activities, The average subsidy Eevel‘[;er tamily dur—i_ng'

months of subpoﬁ is set at' the weighted ave'rage subsidy level received by those JOBS participants

who gét them-a given menth ($243).°

{ .54 Panticipation Rate X 4 Months of Use X 5243 per Monthj = $525

2See section’ B_and Table 4. below. -

3lms cost estimate Was generated by weighting the average submd} Jevels received by JOBS
CWEP p'mlc:lpants with youngest childeen in various age ranges by the assumed, distribution ol
program pan|c1pam§ under welfare retorm {see section B and Table 4 helo“]
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ﬁle 'loWe-r_ esﬁmale of ¢hild care-gosts ($-38§ per year) assumes _that fewer parti;:ibants have wlz'ry'
young c:.hildren. Spe.cit":cally. we aséumed that thé ;gé di-slribu-tibn of c_hildreﬁ wh.o.se 'parents Lare in
job sea-rch‘mirr(larslthat of all AFDC'.familie.;a, which at the JOBS sxih;sidy rales for -’r}amilies‘witih
‘youngest childtelnl Eiik_dit.'&:ren‘l age Igrot_lps \:v:)-uld be40 perc.eml cather- than the 54 percélil "ass‘\_uned
under the benchmark estimate. The ‘higﬁ;a;-cost.eslimaie (3681} assumes that one aspect of ;»e]t‘are
r.efﬁrm_ _wbu!d be.to-encou-ragc:_ apd' supp&;rt u,se'fnlt‘ higher guality (alnd more costly) _child Cz;re.
Speciﬁc_ally. this higher ;Stil‘lr.lﬂie a§5Umes tha_t the'q»};rage subsidy rate for child care is 50 percent
aholv.é- thg\currént rate paid under JbBS. . .- L | ' . »-

th-Se;arch Tmmmg Iob 'Se-arc;h training costs a‘r‘e 'assumé':ci' té aver:;lge $225 per p;erson undér
the benchmark esﬁmate. Job sear;:_h tra_inir;g tends to be episodic 'ralher than ongeing, usually lasting .
two 1o Eour weeks Qur benchmark ¢ost estimate assumes that programs would offer a sl:ghtly ncher.
training course than the average prowded under IOBS (estlmated to cost an average of $150 per
pamczpant rather than the $]25 per pamcnpanr Under JOBS} More(wer, we have assumed that halt

ot those mdmduals slaymg m superwsed _101‘) search tor extended penods of lune \-.ouid relake the-

tra1mng once durmg the year.
[ 1.5 Episoées ,ot'_Tfalnﬁll'g per Year X $1750 f-)-er Episodé ] = 8225 ..

" Under the iower cost éstimate, we assumed that each pa'nicipant-wnuld gO thrn‘uglh the traini-ng

Iouly once dunng Ally year Dt superwsed job searclh ($l§0} The lughet cost estinate assuines Lhat
participants would attend .an average of two trammg sessions in a year- ($300)

'I‘ransportan-;n. Transportat:on costs assocnated with Job search are assumed 1o ave:‘age $360

a year under the benchmark est mate--a rate. th:;t is'half the average lkransporzauor; subsui}. (I:osts of

participating it a comprelensive service progrmm such as the Tegnage Parent Demonstration

serveost.txt R S BT o 10/0493 (0:14am
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(Maynard 1993) and the various work/welfare demonstrations conducted during the 1980s (Brbck et . '
al. 1993).

[ .$Use Rate X $60 per Month X 12 Months | = $360

- Our Jower cost estimate assumes that fransportation costs are only one-fourth as large for job -

" search participants asfor the typical participant in a full-service program, such as the Teenage Parent

Demonstration. Our higher cost estimate assumes the same level of support for (ransportation s

under the ]‘)EHCIII:IIRTI\' esti.mate.. o L
Case Maﬁagen{ent. The final :slervlce: ::t::u_nponent—_—;ase mm&ggmenf-—isl ‘estimateld. o cost an.‘
average of $408 per servi;:e year for ﬂ.';O’SP:‘ in supervise;j jlob search. Th.is jsa :mcu)des[‘ level of case

, mam;geﬁwnt éséumed to-pr;ovide mainly supe'r.vis_;i%m of the job .searcfi aq:tivities an?:_i ensure. Ithal 'chi_ld
care and transporﬁtion support is av-ailablé."'['his is a level of case rﬁaqage‘mehl coﬁparable t0 t.hal
provided iln'twn of the work/welfare demanstrations conducted in‘the m_';dwl‘)B(}s.that .émphlasizéd- jt;h'

seach assistance--Baltlinore and -San Diego (see Maxfield 1990):
[ - $34 per Month X 12 Months } = $408

Our lc)v;fer,cost'_estimate ‘assumes -thal- programs ;viii provide job search participﬁnts about 23
perce nt _Iéss éase management ($:;»00 per year) than was provided in H;ese work/weitare programs,
which also served sowne 'récipients who' were in education and training activities. The ligher cos;t
estimate assumes that pmgréms would ‘offer a somewhat richer level ot’case.mmgem‘em. atbeit at

3 st%il modest cost ($600 per yealr)A The added --richlnes_s would allow a Iimj!gd amount of follow-up
with participants - whose job slearch acti\m.ies seem 'to. need relaireciiné or _whosc: aticntion . to their _.

search efforts has fallen below the expected levels.
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I' :2. Trnhsi.tional W;rklEkperience

. T‘ransitioxml,'wopl_( éxperia;_r}ce‘ moc;le]e;i aﬁer ti‘le community wqr!"z expe'r_ienqe (CWEP? pro'gr.ains
entails tive major f:ciwst com[mnen_-tswthe- cost of déveloping glnd maintaining the work experiErice.
pOsiiiom“- Ci]ild ure job se';;rch lrain.in’g_-: tral)spdrllal.ioln, -.aud Jc;ase mal_m.g;emenl. ' Our- be;mhmark
estimate of $5,872‘a_-year (Table l-)_ assumes that the averagelduration‘ of p’articjpatién in-a 'wérk.‘
experience job will be 12 monrhé~-at;6ut the average length of participation. in one ‘of the few work-
ekiﬁcriéme programs with open-end.ed- participation fBal'I et a_l.: 1984) A sfili plausible; Eut ]'.ower
-estimatt.a of the cn:;t---is -ah(_\ut $4.460 per year; and.- a more geﬁequﬁs estima?e “of the costs is $7.560. _ »

Job Creation a;ld‘Mn.'m.tananc;'.“ The wér}; experi-ence costs af.é bbtl;‘a' farge share of lc')ta] cﬁsts

~ of this service and highly serisitive to assumptions about the duration of the work experience period

and the turnover in job slots. Our behc‘h_'rm;rk estimate of $2,200 assumes that the average cost of wol
developing a waork slot experienced in the various work/welfare demonstrations with sizeable CWEP
camponents ($400) would be similar to that experienced under the new work experience programs.
Moreover, they agswine that the average cost of maimzining the job slot would be similar to the
experience in these pridrv Programs ($150 per month) ¥ .
[ $400 + $150 * 12 Months ] = $2.200
T'hﬁ also is the same estimated cost as if one assumed that the average monthly cost of CWEP in’

JOBS s_tate_é witl. 500 or lriore".ac)t‘ive CWEP slots could be scaled up 1o a 1?-11101_1[11 c_ost;'jl

|. (3235 per Month -§55 per Month: Adlocated 10 Transpartation and Supportive Services Other
than Child Care) # 12 Months] = 32,160 - .

X -

*See Section B.1 and Table 2 for background data To :s'uppon “tiis cost és.tim‘a'le‘

*Unit cost estimates are discussed in section B.l and reported’ in Table 2 below,
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Our lower estimate of the cost of job devé’lbpmem and maintenance ($1.8Q0) assumes that, 'in
8. larger progralrn. thefel -Wolulld be ec<-3-n‘omjes ot scale in the de\;e.lopment | ot rhe job' slots such that
the fixed costs of developmg a Joh slot woqu averalge only $300 pat year af eapenence as oppnqe;d
to the 3400 benchmark estinate, and the marguml cost of mamtalmng the "slot would be only, 3125

a month rather than the $150 aSSumed under the benchmark estima[e. Our higher estimate of $3,000

per year of work experience assumes that there would be diseconomies of scale, for example, due to

"the large number of positions that need to be developed relative to local opportunities. Here, we

assumed that the fixed development costs would be 50 percent higher than-under the benchmark

estimate (3600 rather than $400) and that the mainterance costs would average” one-thied highec:

($200 per month rather than $150).

Child Care. The child care costs associated with keeping a welfare recipient in transitional work
Y . ! ! ' .

experience for & year is estimated to average $1,578 unf:ler our‘bc'mhrn:irk assum-ptiom. 'Essemialljl.

this hgure assumes l.hat the- age dmtr:hutmn nf chiidren of wnrk exper:em:e pamcapanu will be mare

populgtion, as was the case under our benchmark cost estimates for supervised job search. Moreaver,

. *we have assumed both that the same child care-subsidy use rates experienced under JOBS for .

part_iéipams with children in different age ranges would apply to work experience parﬁiéipams and that
the average suhsidy' level af those ‘whn receive them Iwouid he similar to that exbériehced under‘ JO_BS

(see further discussion of child care 'cosi‘s. below). |

“ 1 .54 Average Suhsidjf Receipt Rate * $’Z43.rer Maonth aof Suhsic'ly'* Ié Months] = $1,575_

Qur lower cost estimate for child care ($1.166) assumes that the age distribution of work éx?ericnc_e
e participants by age of youngest child is similar i0 that in the AFDC population and the subsidy use -
rates within each age 'g'roup would patallel-the experience under JOBS. " This results'in an estimated -

subsidy receipt rate of petcent at an average subsidy lavel of $243'pér recipient month. Our higher”
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8stimate ($2,047 sm\ply aséumes lha£ the average monthly subsldy wnll be 30 pen:em larger than .
- under the’ benchmark estlmatv. ($316 per month’ rather than $243) 10 prcmote use of hlgher quahty_
, care :mdfnr to account for more hours o parUmpatmn in work experience ot related actwmeq
Job Sesncli Tm'm‘mg. Iob seasch lrauung will be an unporlant complemenl to the work

“experience. “Our benchmark estimates assume lhar all work expenence pamcnpants W1]]attend at least

" one job seatch training course and. half will'attend a second session at an average cost of $150 per -

5055100,

v

[ 1. 5 Sessions per Pammpant per Year * $150 per Sessson] = $225

'I‘he lower cc;ﬁt-est‘mme' assumes thaT:, on aﬁerage,_ work e.x;:erien;ie 'pa._rticipams attend oniy. one |
* session, and the higher cost estimate a.ssumes‘they attend an average of 1\vo.sé;si6n5 QVer a one-year
lTrarispoﬁﬁtic.mr and Mi'scéllaneous Costs, Transpdrtation and ':nié;::eila|1eous other‘wc;rk-krc-lated
expenses a;e assuimed und:er I_U'Lll" benL;hmzllrk‘-eslilﬁ;.:tes to a\‘/erage 360 4 rn-onth (or Hb;IJ_L;[ $4 per Mlmr'k
day if\:\;ork expe;-iencel_participénts work :an average of 70 percent’ of 'l‘herno_rma]l work days pgr yeaﬂ:
: As ﬁaté_d aboﬁe; this sulbsidy rate 15 consistent with- that expferien;:edl for paﬁii:ipéms in various "fuli- -

service" pro'-grabms for this'tafget population:
- .[-$60 per Month * 12 Months) = $720

Qur lower estimate assumes Lhat on average, the subsndy is only $40 per: month ot an average
of $480 pcr year ot work: LXPLI'ICHU.’ This lower cost. could be duc to the work expenence mvolvmg
fewer .day_s of w('_ork per 'year (for exa‘mple, only about 43 percent -of tlze work'days) or 1o {ower rates

of use of the subsidy among those who are working. Qur higher estimate of transitionsl” work
. . . . . B o -
experience COsts mainuains the same assummptions regrading transportation cosws as our benchmark

* estimate.
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program assumes that participants will receivé substantial case mnagemem--a leve| cbmparabh_e with -

that prnvideci to the teenage parents who parbopated inthe recent mandatory service demonstration

' 'spousoréﬂ by. ACF and ASPE';"(Hershey 1991 and Maynard 1993')--wh':c11 costs an average of about

$96 per modth or $1 152 per year of w0rk expenence (see section B. 5 below). ' :

| - 356 per month of work experience * 12 months] ” m il

a/ et cUW /

Qur Inwer cost e«‘.tlmale assumes that a lower level of case management costing nniy 75 percent«

as :np.ch’as that expended in the ,Teenage Parent Demom;raliou 1372 a nonth rqther dlan $96)

“would be sufficient for this service group, pethaps because many of their problems would have been

addressed prior to being assigned a work experience "job. On the other hard, it is possible that those

who fail to get a private sector job on their own will require & higher level of case management than

assumed under the benchmark estimate.  Thus, our higher cost estimite assumes that case

- management costs are 30 percent highee than under the Teenage Parent Deinonstration, tor exainple

($125 a month or $1,4§7;a vear). . ' ' . o N .

i Embloyment Sl:lpploﬂ

A part of "making. work pay" is supborting those in low-ivage employment 'to_‘ retain their jobs.

and, over time, to progress to higher paying and otherwise better jobs. In developing cost estimates

for such support, we have assumed that -loW-'wage workers currently or recently ‘on welfaré would be

. provided with a complementary set of services that includes child care subsidies and placement

~assistance, job searcl iraining, transportation "assistance and other support services, and a inodest level .

of case management aimed at early identitication and response 0 'pré'blems that could result in job
loss or limit apportunities’ for job advancement.
" QOur berchmark cost estimate for employment support is $3,533 per year of service, nearly two-

thirds of whic}‘\ is related 'to child care (Tabhle 1) Our lower estimate is $2,410 [er year of service,
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reflecting fower average child care and transportation costs and the elimination of job search training.
The higher estimate for employment support s $4,3 16, with the increased costs being associated with

' ~higher child-care subsidies 10 encourage use of higher quality care.

Child Cure. - All three of our estimates of employment sugiport Gosts assulﬁ:; that child ecare is,

b}} far, the most costly component 'of_emp]oym&m support for low-wage wb.rke;s,:‘ As with work
" e)lf.perienee parti'cii)ants. we have drawn on the u.«';e'a:.ld subsidy rates tor work experience participants
in J@éS. 'Essentially. we .las-s'ﬁmed ﬂlat, ‘for'each the benchmatk, the tower-‘ and t-ﬁe hi;gher estimates
of child care cnslts, tho.f-e ih,- 1nw-wage jobs would use n[)e;and;,;'ar_halt' "lixﬁes th.e Iew..re]l.of subsidy
réquirea ‘to support waork exberience pa-rticipaultls. IOur rgaso:dug is that Lhose.i_n private sector

employment willtend to have less tlexibility.of hours and days worked, will Een;i to have fewer adults

willing to ca‘re't‘or their ch.il.dre'ﬁ for free on a long term basis, and Jikely will involve work more work

 hours on aVér'age. The resulting cost estimates are,$2,363 for the benchmark estimate: 3175001 the

lower cost estimate; and $3.071 for the “higher cost estimate.

-

In is iinportant to note that, in coutrast to the case for wark experience participants, the child

care subsidy costs for Jow-wage workers likély will not all be borne by the welfare system. IFbr'

example, under current tax law, up to 40 percent of the child care costs borne by low-wage workers |

‘could be covered';hrough the child care tax credif rather than the weltare employment Suppo.rt .

pro-gram‘

Job é-earch Training. Our "Denclllmark e_stimalel of employment suppori CUsts assumes that low
wég'e workers will parlticipate- in one kjob search training course each yéar at an average cost of $150.
"Our lower cost estimate ass:t‘.lmes' that those who are in the: low waée work force .d.o not necd further
job-s;:arch t;raim'ng and so will no__t; incxif thi&t'cost. The highelr-cost esiimatg assumes that all
participam.; attend  at l.eas-;t Oh_tz: jab seﬁrcill training course a )ear and ;h?il ha-l.f' atterd” & second one

for 4 total cost that averages $225 per year.

serveost.txt ‘ . . ‘ 13 - B e . ;110!(}4;"93 10:14am

3

Ta: Wendell Primus R S j,From'. Rebecca Maynard, ... . T ' 1f-4-93  t0:19am  g. 13 af 2? :

e Pﬁ.v'-é- -)


http:servcost.h1
http:willi.ng
http:flexibilitY.of

‘ To: ’»Iendéll Primus

Transportation and Miscellaneous Support. Estimates of transportation and miscellaneous

-suppott services coéts parallel those for onrk e‘xlp;:rience. Eoth_ tf}e benchrnérk--and 'lfxé highe_r cos't‘
.estim:ite;- aISSume that these costs are $720 a year or about 7$4 a day (_assun;.ing' participants incu.r"
“work-related trausportaltion and other r.support"rcos‘t_.gr..van average of aSout 35 days a week). Under
_lh;:- l_uw_t;r cost estimate, we h:;Ve _‘as;;umed ltha't transportation -césw wiI]hbe only hatf this large--

-reflecting, possibly, the greater flexibility in the private sector for some to work closer to home or in

jobs where car pooling or other economical means of transportation are available..
‘Case Managemeni. Finally,we have assumed a modest level of case management undec-all three
estimates of employment support--$300 a year or a level comparable witl that provided in programns

where case management -is primarily an administrative function. This figure is comparable to our

" lower cost estimate for case management for supervised job search participants, reflecting the’ fact

that those individuals who have made the transition 1o employment wilt tend to require somewhat
less oversight and ‘assistance than the-typical participants in either job search’ (25 percent less) or

wark experience {75 percent less). .

B. - COMPONENT COST ESTIMATES

This section provides a detailed discussion of the cost experience in various otiier programns and

demonstration projects targeted at welfare recipients and offering similar services to those refiected

in our proposed service bundles. We beégin with a discussion of cost of various work experience

programs. We 1h_en’ proceed to discuss child care, job search training. transportation . and

. miscelianeous support service, and case management costs, respectively. The ‘gnal of this section is

1o provide the reader with the background necessary to judge the reasonableness of Uie unil cost

¥

estimiates and participation- assumptions underlying.the overall cost. estimates discussed in section A,

and to provide program designers with fiexibility to develop alternative cost estimates for program

-

and/or policy shifts from those assumed in this paper.
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1. Cost of Work Experience Programs

There -have ‘been only.a limited number ‘of carefully documnented work expetience programs for

welfare recipients. These include the current experience of those states thal offer community work

experience as part.of their JOBS programns, eight of the wgrkfwelfar’e'demonw:ralions' conducted in

the 1980s, two demonstration -progran‘ls. -operated in wiscoﬁ;in:' during the late - 1980s, and the
Elnjlpioymam Opportutl]_n}‘f‘-_ Pilot Projects conducred m ;he Fate"l.g'J'Os an€-i early 19803.{T_ab1é 2‘). in
each case, these programs dift‘ered"ilnlirﬁpor-'m.nt r;:'spécts from the ty[:;e and/or scale (l)f program that .
' _-«c!is e.nvisin_néd u‘nderl w.el-th're reform.  Nonetheless, Fheyﬂ prnyiae the ht-est ‘awilah'lquuida-nce in
I;,stim;'uin_g the rauge of costs that wouia be' required to‘r_ul;'work éxpe;riénce pl;ogr-ams uider 2

welfare reform.

in work

"

~ As noted above, our estimates of the cost of placing and maintaining welfare recipients
experiénce jbbs for one year (assuming that the average duration of participation in this compdheht
is_ﬁ year) range from $1,800 to $3,000 (see Table | ahave}. We hased these estimates. largely on the

experiences. of CWEP programs sponsored under JOBS and (he expeciences of the workiwelfare

fl

-demonstraticns.  The annualized cost of these work experience programs averaged about $2,200.

- However, there are several key issues that affect the interpreration of these--the duration of the work

1

experience (many programs last for at most 13 weeks); the scale of operation {most offer relatively -
few work experience slots and none ate at the scale envisioned under weltare reform); and the target '
. . . . . . . - -

population (naay einphasized' the AFDC-U- population rather than single parents). Nonetheless, it
-we consider the experiences from these. two sets of programs carefully..we‘ar'rive._a reasonably similar
estimates of the cost of this service component. .

" Fixed versus Variable Costs, A Key factor in the cost of work experience programs, and a factor

that accounts for much of the variahility in cost across programs, is the joh development Cosis, Based

.on -tlie experiences forn die work/welfare demnonstrations, it costs an average "ol about 3400 (o
N Lo . X EN . PR . s . g
;

develop a work experience: slot in these generally modest size programs (Table 2).- Looking across
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-all of the programs for which we have cost data, there: is‘a clear pattern of costs béing higher in

_cclngiared with the U.S.‘average {$i,591) {Table 2}, It :*; also one bfihe najor -facio:s coulributihg

_Fram: Rebecca ﬁavﬁard ..... S ' lU~4'9_3, 10:19an

places' operating at smalier scale, For example. this is particularly notable in ¢pmparing '.the averégq
cost estimates for JOBS sites with more than 500 work slots $2,981 pcr year in FY 93 dollars) as

to the difference in cost between the two work experience programs operated in Wisconsing where

the sites offering work experience and job training (WEJT sites) and costing an average of more than .

$6.000 on an annualizéd basis, tended to be smaller scale than those programs not. offering j:ob
training. (CWEP sites) and costing an average of only about $3.800 per service year.
To account for scale factors and to permit flexibility to adjust cost estimates to allow for ionger

periods of participation in jubs, we broke costs down into fixed and variable costs, based experiences

in the workfwglfare.d'emonstralions (Brock, Butler and Long 1993.r'.f‘able 10}, and more specitic data

on the ﬁxed versus Vlarizible.césts of :lhe-~West Virginia prograrit (Fricdlander. Erickson. Hamiliton,

and Knox 1986; and Ball, Ha.rmlton et al, 1986) Based on-the West Virginia program experience.

'we assuimed that the cost of maintaining a job slot was propomonal to the cost of semng it up in the

ﬂrst. place-and averaged & percent of the fixed set up costs. This ussumptiun “allowed us then 10

decompose total job.development costs for the various work welfare demonstrations inte fixed and

variable costs components:

| Fixed Costs + Average Months of Service * (.08 * Fiit_ed Costs)] = Toti Job ngel'opmem

Costs

Praport:i-ona.l. Allocstlon of Other Worlc Experience 'Co;ts. Thc'bes‘t- .'availab.lle data on the
alfocation of oiher componentﬂ costs i.; from the v-a_rlio;u‘i worik/welf.are-progrlzltm. In th.e Wesl. Virginia
program, for 'e_:xam'?l-cf,,_“wlui:re paﬂicipanis stayed _iiz work experieuce-: .Jobs for ai average of about 11
months, 84 bgrcent‘of.all'e;pendilu.res .wure‘ tbr'_CWIEP a_d;mms:midn and support {including t
Irahspor.tali(.)n‘ and miscelllanecus exéez‘m‘es; bu{lnol including child care). Of these CTWEP .0p'era';;0nal

- . ]

costs. just over half were for job development and maintenance: 15 percent was spent on general
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admipistration and monitoring: and the remaining costs were for transportation. ~ This resulted in the -

“estimates of average’ monthly costs of various component services reflected in Table 2.

For illustrative purpases, we also pattitioned the 1005 CWEP cns,ts__intr; fixed and variable cost

comnpanents ‘assuming the tlxe&job devalopment Costs \;zert; simfar to the avelrlagé of‘tl:e' work-weltace
demonstration. (ab'lout $4l00 per participant slot) and that the averége_monthly cést. of tra;u;pomtion'
and nﬁscﬁ‘]laneOus. éewices was also similar :to the 'e:laperience in these demonst-ralio‘ns‘ (abour $55 a
month in current dollars). 'l:he rcsiduall costs o‘f JOBS CWEP costs w‘-el:erjass_um_ed to be variable
monthly casts of mair;.tai-;ipg the job slot and pfoviding g%néral administratinn‘ {3147 a manth}. A‘ o
Experilences in Other'Prolgi-ams. 'ﬁ:e Einployment Opponu;l}lyll-’iloll Préject éxperieuced Costs -
c_)f work experience jol?s that were cons_isie_ﬁl with th;l estimates from JOBS and the WOrk/wel‘t;are'.‘
dehonst;ations.. Howevér,_,its‘cost.s for p‘ubli_c -.service._jobs- was ;ubstantiatly. higherv—in the
Ineighborhoo@ “of $5,000 perr yéaf of serviclg. (Table -2)-. Also.. 85 noteq abo-\:re. the cost 'éxi:)e‘rience: in’
"nne of the Wifccnn;:ir.\. pmg.ramﬁ. {_CWEP) was 'cnm_parahls 0 those of JCBS and the wnrk/wgit‘are '
ﬂen‘nonsttralim]s, ;vhile that ‘o'f the other (_\NEJT_) vs;as quite dil‘t‘eren-t_ ‘Implen.leulatlén Idifﬁcullles'.a;ld
scale have been‘ offered as a partial explaﬁafipns Ir'of' the higher costs of the WEIT sites.
A;;)pljcationlo.f the Wot:k E)&pcric;-lcc .‘C“,‘ost Estimates. In us'mg tﬁese cost estimates. it islcritical '
to con.siaer'severall factors. The first is whelhethhis.jdb ;:Iev'eic‘)pn_;e.m' cl::ost esti:.ne.ate 1S sufﬁcier;l_. give.n
Wloca.l labor ma-'rl'cel conditlions and. the numb.er af jot;.slots that. |}ged" ta be -created._ -A rel.'at'ed br'actor
"1:; the expected te nure pf wei‘l’are recipients iﬁ particular jobs. In develuping olur'l:uli-;t estimales we
have assumeci that. individuals ;:v-ould staly in thei-r work experien.ce‘.for an average of abp}f,l.hone,‘yeér.
- Our estimates -'érellb;scd on cxp&féélnces ot pfografflé_ in which the numhclr_j‘;:}.lf job slots énded 10 be
small relative to the size of the local market; operating at a larger s;cale may pose g.rf.:ate.r' challenges

3

mterms of finding enough appropriate slots. On'the other hand. the experience underlying our cost

estimates was based-on relatively shumt-ienm experiences; | over time, sites may develop relativnships -

with employers that could result in a Jowering of both' the fixed and variable.cost components.

e ——_— e et T
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. A tinal consideration -in app]yinf; the \;'ork experience co;l élslir'nate‘s is nﬁ-kir-lg.us:e-of the ﬁxgd' '
. and Qariable‘cqst_comp'on'cms. F{_)r example; 1t u'ndcr. welfare :ref'orlm, we cxpécl inc_iiviciuals to" hold
their work e).(périence jc_)bs for.‘an avergée of 18 mbqlhs'rather than .‘a y;:a.-r. as assﬁmgd -above, the cost
estimates_ would need h.:}“l:w_el’_adjus:.;:d, Onél would either Qaﬁt to adjust all c:lo'ia:t;s 'to.a per participant
busis (assuming .18-munlhs'of p;micipaliun‘ rather than ll’Zi or lower Ihe"i'u.e{.i'cnj?st cu:.n.puneml L\f-the
iz-mbpm esti;xiatze.' to refiect the fact that n;e $400 job deveiOpmém COSts @*oxi]_d be spread ov‘ef 18
montf}s‘ of service 7ratlller'_.than the l?, ;JSE.d;rin the .c;alculalions; underlying 'i'éble 1. F_{).r exarﬁp!e. ir.1

e the latter.case, the annual cost estimate would be caliculated as follows: - —

o

- [ 3400 + (12 months in the period/18 months in the job) + $150 * 12] =-$2.066 per year

. Under this scenario, the estimated cest per year of service falls by about $200 or 9 percent. A

“corresponding increase . in the average cost of a year of work experience would resull from a -

shorienjng of the average-tenure of individuals in their work expenience jobs:

2. Child Care Costs

Key determinants of chitd care .cc'sts'inciu.de:._ the u-sé rate, the '-s.ubsidies rates for-lholse whtﬁ.
receive Them-, a.nd ti1e number of hours and/ar mon.ths tha subsidies are a;va;'ded. The use f::\te .will
be e;spi;*cia-lly sem"itlivc-@ both the ages of participam"s c}lih..ipen-~ux; rales will be Qéry luw for t}:msn:i"'

with only school-age children and highest for those with children in the between ages two and thrée.®

" The subsidy rates will deperld on ‘Jocal child.care markets. state reimbursement policies. and the -
preferences ‘of peirents. for center versis family day care. The duration of usé will depend. largely c_m:
the intensity of the programn activity. For exainple, job search will tend to be"_ep‘]sodic and involve

greater tlexibility of hours than will be the cuse for work experience o1 private sector employment.

®Expericnce suggest that those with infants wiltbe mote likely than those with older preschoolers
to have access 1o and prefer free’ relative care. and some of those' with three- (o five-year olds wiil
have access to Head Start and other publicly funded preschoois. ‘
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Thus, participants in job search may be more likely to be able to meet their chiid care needs through
thé use af informal. unpaid care than are those who are in some type of employment. We have made
assumptions regarding these various parametérs in our cost estimates that may need to be varied in

accordance with tl.le ui[hﬁate desigﬁ for welfare refﬁrm. ‘ L
Our éstimales “(.)t' .cI;iId care cosls age balsed ]afgel‘y on the experiences, in JOB_S'_' ;);bgranw, witlh ._ .
soma adjustmems w reflect our Judgment reéardmg changes in'the a-ge distribution of children of
program pamc1pams under we!tare reform Makmg cost of Ilvmg ad_}ustmems he average .COSts per‘
“month of child care subsidies for those recewmg thcm were reasonabl) smular acToss the various -
programs that have served weltare’ recipient{wi;h children of aII ages (Tablg )] _T!te”f:osts.'nf the

Wmﬁd Mazine ‘work welfare deinonsteations are somew]mt lowee than for the other sites, = <

': reﬂectmg in part the age .dlsmbutlon of chlldren-of pam‘mpams 1‘n those programs atlld in pan the |
lower than average cost of child care. in those states. The somewhat highet costs or child care under | :l
the Tcenage: Parent Demon.s.‘n:alion reflects th_e‘ high incidence of infanls_in c_ar{: (80 pet_*cent of the
-ta_rge.:l population). - .I .
Iu caleulating our benchunark estimates of c‘:hild care, \;'e relied -én lile 101‘35 C‘:WEP‘,experieuce
7 tor cletemnhjrlxghsubsi-dy use rafes fér participants with cﬁildfén of aiftérenr ages, s well a5 the
__a.verage.subsiQy rates- t‘or. families ‘WhOS&‘}_':OungeS[ child falls i;ﬂo 'the- dflt:ferf.;rlyt age rénges; '("-II'aBlé 4).
This resulted in our "aslsuming Sl:lbs'ld)’ rates that range fof £S percent for those with no child under
610 7;?‘per(;en[ Fclyr those whme; ‘youngest ck;ildl is hetween the ages of | dnd 2.- ‘Fnr thns.e ggitiﬁgq

subsidies, the subudy levels ranged trom an average of about $215a. mouth for those whose younges[

i

chlld s 3 or older to $269 for those whose youngest child is between one and 1wo years old

For the vagibus service models. we estimﬂted the cost of subsidies_per-' mouth of service under

g

two different sets of assumptions regarding the age distribution of youngest children of participants.
fn some cases, we }issumed that participants in services wduid reflzct fmpﬁlaainn of AFDC households

ln tecuns of the ages of leir children. Under these assumplions, 40 percent of all pacticipaits the
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program .component would receive a child care subsidy and the average subsidy received would be
$243 2 month (Table 4). In other cases, we assumed that weltare reform would target more heavily
new entrants to the system, thus, resulting in an nver~rep1_-esentﬁti&n’--esseﬁtialiy ¥ 'd-ouF»ling‘nf the

representati_oﬁ--cf' tl‘mse' with chl:i_!;{j,ren under age_S: Uudef_l these assuinptions, the percent receivin;ga...
sﬁbsidies would in::l;ease tc 54 ?;nd the average subsid;r;ize wou]d-rerriainl't};e-samé ($243’)l.
We éssumed' that those in job search would rely on cﬁild care subsid:ies at tﬁe ééme l;é.'i_fe as thése
in work cxpcricnce.. but would Ho sé onlj' one-third_ of time they were searchin'g,'wheréagi. we assﬁmed )
" that Ihosg refying on suhsidized c.;are to support. their erﬁplnyrnem ‘or wark experience \.mu!.d-do g0,
co'nt-inuously. We :;lso assum;ad that those in private-séctor ewnployment fwouldl be, 50 percent -gno're

likely than work experience participants to use subsidies or, ajiernatively, thar they would receive

© subsidies that averaged 50 percent higher in Ithose'months they received them. Other assumptions'

‘rega'rclin-grthe ;Lﬁtensity. of use and the average sﬁbsidy i-evels ara ret‘!ectéd: in the. d_ifr'erenceja. arﬁong : -
nur‘lo'wer. l-;ench'malrk. and highe.r co;:t ;erttimaltes -{see section AJ ahove}. -~
3 | Job Search "Assis.ta'noe Costs .

The primary‘determinams nfjc;.h search assistance COSts ar;ﬂ the. in‘tensity of ihclpr.«wgrﬁm. and the
nuinber. of epi.sc.)des of lraimng individuals receive. .'I_(.)b séarch trail;jl.}g progfal_ns lraditiéllaily Jast oue
mr;)nth or less .gnd_en_fail‘ periods ojf classroom ‘instruction ‘and s-upervised job sga'_rch. As 2 resuit tl'.i-e .
costs of any training session te‘nds;"‘to be quite ’modest. ‘Mor.eover.. the nlzdsts of,jot.n" seatch 'héve Len;led
Itolbe va‘ry.' relatively littie in absolute terms a(;rOSs programs. For examplé. over si.-xldift'crcm programs
loperatéd hetween the early 1980s and now, including JOBS and-various demnnm_anén projects, the
cast of this service r.auge between 3109 and $229 per pa;rllcipa']-lf (Ta-i;ale 9.

Our l.‘ncstlcurrent estimate of job searc}; costs is that for lhé 'JOBS‘?_'p'm,o;ram. where the_ cOsts
‘ ave;ag;e .a_bout $125 per episode {month} in FY93_ ciqllafs (Tal.a.]e'hf:)'.' 'Th_e unw;ighied aferagg' cost
across all six programs“fdr which we rrcpcfl c‘ost da!é is 25Ipcrcem hi\ghcr than t}‘w_..lblés costs(SlSé _ )

-per epsade}, andthe unweighted average of the Y9 costs across the four mid-cost programs
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(excluding the highest and lowest cost programs) is $150 in FY93 dollars. We ‘use. this thitd figute

in'our estimates of job search trafning costs under welfare reform. The assumption is that quality job

search training will be important for moving individuals in to private sector jobs qiickly and for -

-l

4. Transportation and Miscellaneous Support Services Costs
For mau)} AFDC recipients, holding a joh or aaﬁrively Ioo_kjng for one entails subs'tantiall

!rahsportalion costs. Virtdally all programs also provide some support for miseelansous work-related

.

expenses, such as unifotms and tools. However, because the latter costs tend to bé small telative to

the transportation cosls, we have focused our atiention on the implications of cur Assumptions

regarding the frequency of reliance on transportation assistance indetermining our recommended cost

estimate for this bundie of services. .. B - ' LT

There s limited program data to guide us in estimating these costs under welfate reform, since

priorprograms have tended to have a liberal exemption policy visa visthose for whom transportation

posed difficulties or'excessive costs. However, the information we dp have suggests that these costs

typically have averag'é around 355 per month of barticipation in employment or training {Table 6).

Because we envision a inuch less liberal exemption policy under wellare reform, our benchmark cost

estimates assurne « slightly higher ($60 per.m'onth) dverage eslimated cost for these services during

periods of halt-time work experience or'e'mp{cy[ﬁent' and a rate about half this level ($30) a month

on average during periods of supervised job search. Our lower and higher cost estimates vary these’
monthly ¢ost estimates to reflect ass'umpuons about rmare and fewer days during which the

participants go to or search for work.

+
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5, Case Management Costs. ' : Co .
A minmal amount of case management is involved in the provision of any program services.
However, there is considerable discretion in terms how- 'much and what type of case management is_-_ )

provided above and beyond this wnriimal level. ln developing a proposed cost estimate for case

‘management under welfare reform, we made two preliminary judgmenmts: (1) the level of case

management. should not be as‘intensive as that provided insome targeied and intensive interventions

'

such as the New Chance programs or various social welfare demonstration. programs, but rather
should probably not exceed the levelsprovided in the Teenage Parent Demnnsqutiﬂh {Hershey 1989; :

and Maynard 1993}, ﬂli}d (2) the level of case inanagement should be varied depending on ihe
' program‘.'service component. In particulaf. we should emphasize stzong case“mamgement t‘or.fhése :

who are still trying to make the tramsition to private sector employment, especially those. in work

experience components.
We have a range of estimates of the cost of ﬁmviding case management services that vary from
a low of $34 a iponth in two ol the workfwelfare demonstrations that empliasized job search

assistance to a high of $96 a month in the Teenage Pareni Demonstration (Table 7). The
Employment Opportunity Pilots project fell in between these ‘estimates. '

We opted to use the Teenage Parent Demonstration cost estimate for our benchmark estimates

'
o

of case manageme'nl costs dufing work expériénce, where 'we fellt substantial ~gluidance-.. supervision,
'and- assislance would be reguired t(IJ- prepare tor pr]_v'a[e seclor emplo'yl_nenll. Il;. the Teenage Parent
Demc'mstratio'n, this cost cdvered' a reasc_mak;ie level of méﬂitoring and r‘olioulv-thréugh with a
. population that was, on average. more challlgnging' than the tull AFDC population due to the young
age‘;s of both the participaﬁts and [he_1‘r chldren. I}I{oxyeve.r, the automatzd case tracking systeins n
...placlt,; in lhes.‘e demonstration sit.es' were very important in providing alrelamnahly:high ];e,_\{cl of case
\mailageméul for this FL@‘L Many prograins wcu‘ld'ng'_f_:d to invest i sl ,;}-‘:;tem:& -iu order‘ 0 dl_lF:Mcalﬁ

the level of case management offered.in the Teenage Parent _Demohsrra{i‘on‘ tor this cast. -For those

servcost.txt . o ) 22 : 10/03/93 10:14am
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for whom we expected case management to be mainly, but not exclusively.a monitoring funetion-

those in job scarch--we adopted the $34 per month cost ex_perienccd in the work/welface

demonstrations.  We used an even lower estimate ($25 4 month) for thosé in low wage employment,

wheié” the" majority. would need. only adininistrative support. - . - - T oeoon )
L . o :
ar ' R
,
. L
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TABLE 1

ES'IIMATED COSTS OF POST TRANS[TION

SERVICES (FY93)

10-4-93 10:4%n o, 3 of 14

Il

Program Component.

Y Lower
.Estimate

-Benchiark
Estimare

Higher
"Estimate

', Child Care -~

$389 . $525° 5682 | e
Job Seafch Training 150 225 300
§ Transportation ' 180 360 360 '
| Case Maagemént " - 300 408 600 E e
Total L019 LS8 $1,942 | -
. Work Experietice 51,800 $2,200 $3,000
Chitd Cace 1.166° - 1.575° 2,047
- lob Search Training 150 225 3060
' Travsportation ‘480 720 720
" Chse Management . "854 1,152 1,497, .
Total $4,460 $5,872 $7,564

Child Care $1,7508 32,363 $3,0718
“Job Search Traiing 0 150 225
Trassportation 0 . - 720 720
Case m,anagerﬁent : 300 - 300 . 300

Total ' $2,410 $3,513 $4,316

demon‘srrauons (we Tablc 2).

Quality enhawcements wereiieé costs by 30 perceni.

: Assumcs onc:-and-z.t'h';df episodcs of job seu.rch. .

4

‘L

Buased on the average cost of CWEP in .!OBS sites with more thao 300 s]ots a.ud various woruwelme

Based on JOBRS sub51dy and cost rates; assumes the age ot youngesr chﬂd 15 dastrlbured in propomcn o
ages of children 1o all AFDC households {sce Table 4).

Assumes rhose w1rh children under age 3 are twice as likely 10 be served as 10 E»e..on AFDC.

x

' Asxumes the SHNe lr.-\ el of case m;maﬁEmEm 4 o the’ Teenage Purent Demonsmmon costs l’]‘rllﬂlltg {see -
' Tublc . '

5 Assumes subsidy rated one-and-a-half times those for work experiéace panticipants.

DRART-serveast.tab o 3 ‘ 10/04/93 1(:27am
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s

' . ‘.'. . C " - e _ . .

et '_..‘-..:-TA_IBLE'I-Q' ,
R " WORK EXPERIENCE COSTS.

L R U 12:Monh JOB-Sior
. ) Job Development - Afimi.nisrration ‘|- Transporation.and |~ - Equivalems: |
' : and Monitormg ™ | - Miscellaneous” .

(per momb) . - (per-monthy

‘V'arlial.)le
.{per month)

; ] Fiked FYoss |

' Current$ |

States with > S00 Sots . | Iy - S |

California . |- Csde L e LT T s
1 colorado LT NA L T A

|

Michigaa .~ [ - 7. T L[ e

Mew York | - 7> S R S WV

Ohio .0 - ot NAL e e T e

Penhsylv‘;mia o ; Lo '112 ; o ;' ,. I : . :1,344‘

' West Virginia S ¥ 7 R P R I

Wisonsin =~ = [ . o239 "o s L v geg

.Large site 4 ’ . 5235 R -
Aversge . T e — T L U $2,822 | $2,981
‘(Unweighted) | 34007 | SL470 . o x SRR R ¢ U _ T o

. US Aversgs . - o
(N=12,948) s o o

- os1,500 |

| West Vigisia | $414.| . §33 | - osie- | 8 . | $139 | 81,39

CAansas® .| 435 B CEE T s 0 ] aese [ 2,889

Cook Cowuty .| 266 | 2 | - H6 s L asn | 3as2

San Diego | R R S S 2as | 239

‘Sam Diego-SWIM-[ -230 | 2o - [T mé e o0 a0 L33 | 37

| Vigimia ~ L | ma | e ks s 4056 | 4056

| Baltimore | 381 - o | e g | 2aes | 2,445 ]

Manet . Lass | om0 s | e T 289 | 289

Averafs
I (Unweighted)

:.CWEP Sites

WEIT Sites

CDRANTserveosttah . . 0 0 ot E e 004093 16:278m

P



lo: Mendell Prinus & o oL £rom: H.ebe_cca Maynard : E 10-4-83 10:4%m < p, of 14

: 12-Month JOB-Slor ‘
© Job Development " Administration - Tragspartation and Equivalear - ) i
o and Monitoring Misceltapeous® - R i
o Vanable {per month) (per.momth) l
‘Fixed | (per.monthy | - . _ v Corrent $ | FY93 §
'PSE _ - st _ L osaasw | sssan |
Work Experience T s | same |
Aver';_igle o : Lo o S , '
“{unweighted} - ' $201 o . 52,940 $4.657

[mplavsible d:ira' re'poned ($10 per participant wonty), .

Thiese were the ouly sttes rfhar seved pamc:paurs witl |J|esc:hooi age chddlen _Child_cmt was asstmed to be 68 pcn:.eut'of

~ SUpport serv ices costs. '

“Asswwes that child care is 34 perceat of all supperiive service costs in all sites except Arkansas and Maloe, which served

. recipients with preschool-age children (based on the acrual supportive services’ costs estimates for the West Virginia.
demonsirarion [3]). In Arkansas and Maine. we assumed that 58 percent of the suppomvc services costs were for ghild care,

* since Ihey served mmplenh with young children. L . ‘ .

Assumes the wage companent of costs was $5 226 per pamcnpam year (33.35/hour X 30 hours/week}

Cosrs have been ‘llocated a:;SUmmg the same. ﬁxed cost of JOb creation and the. same average monrhly- ccsrs of ransportarion
and miscellaneous support services as under the work/welfare demonsrranons : :

DRAFT-serveost.tah 5 - L T0/04/93 10:270m
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rimus Fron: Rebecca Maynard W:43an  p.
e TABLED |
S . CHILD CARE COSTS IN VAREOUS PROGRAMS
Cost -Esti@tes
..,.. . Percent Per Momtb of | - Per Child Per -
Recsiving “Work © Per Month of Mouth of
Assistance - Experience Assistance Assistance

'Arkgpsas :

Muoine

92

AN CWEP Recipients - 40 §229 si60
Youngest child <1 (3%) - 67 160 - 239 -
Youngest child 1-2(16%} 77 207 269 . -
Youngest child 3-5(33%) 61 ";30 ‘ 214 -
Youngest child >6 (47%) 15 32 216 -
21-30 Hours of CWEP 42 133 212 -

| 31-40 Hours of CWEP 145 316 -

Those Active (80 percent with

| lnfauvts)

$146

847

$247

" All Trawees .

362

U760

T DRART

NOTE:

Table 17}, Their distribution’ by age was. as follows:

Age _ Yo ‘Cumulative %
<1 years " 05.1 95.1
L -2 years o197 4.8
" 35 years' . 46.2
6-13yews . S 810

NA = Not svailable.

wserveost.tab

Mid-point of a range across four sites.

6.

10/04/93 10:27am

in FY 91 there were 8,527,028 children in. AFDC houxcholdﬂ (an average of l. 95 per household) ([8] .

Estimated as BO percent of the unweighted averages across the three sites of the waximum reimbursement
raes for family day care apd cepter-based care. |

of 14
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TABLE 4

_ ESTIMATED CHILD CARE COSTS UNDER WELFARE REFORM. -~

Ae of Youngest Proportion of .| Child Care Use | Aversge Cost Per | Increment 1o
Child : AFDC Rare® Monib of Use® Total Cost '
: Households® - o - B
~ <t R 1! R s10 - $7.82
' 12 197 | o ne | 362
35 S o 61 T R I T ! !
6137 : 408 | 20| 6 - T 416y o
>3 7 | 0 | 0 “0.00 || - Exampte3
' : — — . el cost sb o gere
Average : 40 PR P2 X0 ‘ 87.29 by AL 7o
v Yobseer IOl (Bowble e nc déncelof Franilicy with 0,42 Year ol | i gy cotome e €
<i . 102 61| p5T I B $15.65 || ik abook H.SBA7
N L 78 | ne e -
3.5 ' 214 | © el ws | 3812 |
613 | 60| 0 us |- 691 |
>13 T N R 0|6 .| - oo
Average - | 54 Cs3 L s13Ls0

' Based an FY 91 caseload data ([8]_Tablc 17

® . Cost estimates are based on those for JOBS CWEP-;).aniéipaxits_iu FY.9215].
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TABLE S,

~ JOB SEARCH ASSISTANCE
COSTS IN VARIOUS PROGR AMS

Average Cost Per Panicip;anr Monih

' Program L | cwrems | FYess o7 - =
| JOBS Program (FY91) [1] : 1 sus C 8125
Employment Opportunity Pilot Projec-IS'(FYSI} 4 |- 59 ) 109 - C
| San Diego-l and Maryland Work/Welfis *. | 120° o 162 '
i Demonstrations {FY86) [7) ' ' : :
o Cook County, 1L Work/Welfare Demorstrarion . . 107 Cang o, 143
- (FY85) ([8] Table A1) - _ ) o :
‘ Louisville Intensive Jub Scanl,h Dcmunbrrdnun - N ‘-l":'i . - L 229
1 {FY8S) {[8] Table A1) ’ : Pl
{ Arkansas Work/Wetfare Dewocostrarion {FY84) ([8]. .. 122 s - 169
Table A.1) - _ | _ .
Avexage of qu Mid-Cosl Pjoglalm (Uuwc;ghled) o i 1 “.. - ] "
‘ L : 150 .
Average of All Six Programs (Unweighted)” L e 5156

NOTE Thesc COSts pertam 10 job search rrammg and supervised job scan:b This componeat usually lasts oae
woath or less. : '

a

Mid-point of the reported range. *

DRAFP-servenst.tabh R 8. /0493 10:27am
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TABLE 6

TRANSPORTATION AND MISCELLANEQUS SUPPORT SER‘VICES COSTS
IN OTHER PROGRAMS

R . - T Averyge Per Percent of ! . Cost Per
Benefir Month ~ Months Received - Participant/Month

Teéuage Parent Demousteation (FY91)

pp— it mgme

6] 7 _ £87 ' .66 " - 457
Work/Welfare Dewousteations (FY93) (2} | B } ]
(See also Table A.1)° . ) R P R D§55 -

, i JOBS (1] L : NA--Included in Component Costs Estiwnates

Calculated by pettinp estimated ch ild care costs out or the total support'services costs reported for the various
demopstration programs. We relied on detailed estimates of the breakdown of these costs in the West Virginia
CWEP program (Friedlander, Hamidion, Hoerz e al. 1986 aud Ball et al. 1984). See Talle 2 for the residual -
costs allocated to trapsportation and other supportservices in each of the demonsrranon sites and for the” .
a.ssumprlons regarding the tracuon of costs that were assumed to be for child care. T

NA = Not available.

e
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TABLE 7

" CASE MANAGEMENT COSTS

"

 Cost pe'r Case Matth

T Program - . : : - Current § TOFY 93 5.
Tg.enage Parept Dem(;uslrﬂtio;; (FYQi) 6] . o B TR , - S9g
' San Diego-1 and Baltimore Work Welfare ! ‘ , 1 | . |
Dewmonsirations (FY86) [T} e e 325 - B -
\ Employment Opportunity Pilot Pro;ects (FYBI) o 347 L N ¥
"

-'M'miuial case management ©

Per ocrive case month. These estlmares assume that sjl of thé costs allocated to case mana,.emem a.nd half of
those allocated 1o central administration Were associated with the case management function, This rofal of $780
per person per year was divided by the number of monthy each participaot. was op AFDC during the vear
(.63, See Maynard (1993 Figure 2} and Sdterberg a.uc! Hershey (1993, Table 1V.3) for the data On COSTS
a.nd moaths of pm’IIClpdllOD respccmel) ’ '
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Research Corpo;:ati'c':ii. "993 {dr'a'ft} [2]

Fnedian:]er Damel MarJorle Frlcksou Gayle Ha!mlton and Vltglma Knox. 'Fmal Reporr on the
Community Work Experience - Demonstrations.” New York, NY Manpower Demonstration
 Research Corporation,. September 1986, [2] -

[3). WISCONSIN: WORK EXPERIENCE DEMONSTRATION COST DATA

" Pawasarat. John and Lois M. “Evaluation of the Wisconsin WEJT/CW'EP. Welfare . Employment
Program}, Milwaukee, WT: Emp]uyment Training Institute, Aprll 1993 (Ureitable drah) [3]

[4] EMPLOY'M_ENT OPPORTUNITY PILOT PROJECTS COST DATA
Long, David, Craig Thornton and Christine Whitebread An Examination ofrflr:e Benefits and Costs
of the E.urp!owrem Oppommny P:Jor.s Froject. Prluceton NJ: Malhematlca Poli |cy Research, Inc,

2983 [4] -

Long, Davld An Analysis of lhu Costs of the Employment Oppumumy Pz!m Pw,recr Princeton, NJI:
Mathemauca Policy Research, Inc., 1983 (4]

[<] CHILD CARE COST F.S'['IMATES

Administration for Childr-:n.and Families - FSA—JO‘I.‘chUI‘ts anud Spec_ial_Tabul'ation;; of JOBS data

prepared by Witl Weder. (1] and [5}‘

. rAdministration: for Children and Famul ie-; Chmacmwsncs of AFDF Recrpmr.rs Washington; DC
.8, Depanment of Health and Human Services. 1993. [5] o :

6 TEENAGE PARENT DEMONSTRATION COST ESTIMATES *

Hershiey,. Alan.  Case Mmmgenwui for teenuge Parenis:  Lessons from the Teenage Parem
" Demonstration. Pnnceton NJ#Mathematica Policy Rcsearch lnc':‘. 1991. [6]"
£

Dependenr Teenage Parents. Prirceton. NJ: Mathemaiica Policy Research, Inc., 1990, [6]
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Kisker, Elle-u,.Marslm Silverberg, and Rehecca Maynard. C_fr}'fd Care Uriiiémfm:_ﬂmm;g li’e{ﬁfff'§~ :
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Kisker et al. Proﬁles of Child Care Seming . Princeron, NJ:  Mathematica Policy Research, Iric..,
199l} [6'} Co [ : -

Maynard, Rebecca. Building Self-Sufficiency Amaug Weljbre—Dependem Teeuage Parems Prmce(on

N] "Mathematica Policy Research, Inc., 1493, {6] : N RN

Silverbery, Marsha ~and Al.in Hershey. Prugmm Cum of rthe Teenuge Pavenr Demumnunun
e _' Prmceton NJ Mathe matica Policy Research, ffe., 1993. [6] '

C gt T

.[7) MISCELLANEOUS COST ESTIMATES _ .' S
.Frled]_:mdar, Daniel, Gregory Hoerz, David b:)n'g, and Fanet Quint. Fna! Repon on the Emp!ow:em
) Initiatives Evalwarion. - New Yark, NY: Manpower Demonstration. Reqearch Corporatron
September 1985. [7] ‘ ' . :
Goldman, Barbara, Danlel Fnedlanc?er, and David Long Final Reporr o1l me San Drego Job Search .
" and.Work Experience Demonstrarion. . New York, NY Manpower Demonstration . Research
C‘orporatlon September 1986. [7] :

Maxfield, Myles P!wmmg Empluynem Services fur rlw Disudvamtaged. .. New York, NY: Thc'
Rockefeller Foundation. 1990. [7] :

Maynard Rebecca, Myles Ma.xheld and - others Design of a Socmt‘ Demonstration uf Targeted
Employment Services for AFDC: Reciprenes. Princeton, NJ: Mathematlca Po liey Research Inc .
1986. [7] . . '

I
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Administration for Children and Famiiies. , Chmacfenmcs of AFDC Recrpwnrs Washington, DC:.

U. S Dc.partmcm of Health and Human Semccs 1993 [5] R

~Adm1nlstratt0n for Chlldren and Families. FbA 104 Reports and Spemal Tabulatlons of JOB& data

prepared by Will Weder. [1] and [5] - - -

Ball Joseph with Gayle Hamilton. Gregory Hou-z Barbara Goldman;’ 1é'i'nd Judith Guercn "Interim
" Findings on the Commumly Work Expefisnce Demonsirations.”” New Yurk NY Manpower
Demonstration Research Corporatlon Beptember 1986. [7] . '

Bmck Thomas Dawd Buller and Davtd Long Unpmrf Wark L"Jpem’nce jm Welfare Recrpmrrs

“Findings and Lessons from MDRC Research.  New York, NY: Manpewer Demonstrauon
Research Corporation, 1993 (draft). [2] W . :

_ Frledlander. Daniel, Mar_;cme Erickson, Gayie Hamilton, and Virginia Knox Fihai Report" on the

Community Wock Experience Dewounstrations.” New York, NY - Manpower . Demonsiration
Research Corporanon. Seplember 1986. [2) K

Frledlander Damel Gregory Hoerz, David LOng and Janet Quint. f‘nal Repar‘r on the Empfoymem .

Initiatives Evaluation. New York, NY: Manpower Demonstration Resedrch Corporation.
Septemb&r 1985. {7} S o

Goldman Barbara, Daniel Frledlander. and Dawd Long Final -Repert on the Sair Diego Job Sea;ch
* and Work Experience Dentonstration. New York, NY: Manpower’ Demounstration Research
COrpOrallon Septembt.r 1986. [7] : ‘ ' : '

“From: Rebecca Mavnard B .  10-4-93 10:433m

n.

Hershey, Alan. . Care Maua‘ge.-nen: for teenage Pareits:  Lessons from: the Teenage - Parent” .

Denwu;frarfqn. Prihccton..h{}: Mathematica Policy Research, Inc.. 1991, [6]

Kisker, Ellen, Marsha Silverbers, and Rebecca Maynard: Child: Care Utilizarion Amiong ‘Welfare-
Dependenr Teenape Parens. Princelon, NI: ‘Mathemartica Policy Research, Inc., 1990. [6]

‘Kisker et al..Profiles of Child Care Scmng Priviceion, NJ: Matherﬁatiéé quicy Research. Inc.,

1991) 6
Long. David, Craig Thornton, and Christine Whitebread. An Examination 'ofrhc’ Bengfits and Costs

of the Evipluymen: Oppormmry Pilots Pn.yecf Pnucetou NJ Mallxemanca Po]ucy Research Iic
1923. [4]

Long, David. An Analysis of the Casrs of the Empfmmenr Oppr'ummn Prfnu Praject Prmcelon NJ

Matlematlca Policy. Rescarch. Inc., 1983 [4]

-

™.

Numbers iu brackets refer to thé references cited juthe notes o tables.
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Maxtield, 'My]e:“; Piamtmg Eniployment... Serwces j‘a.' rhe Dfsadvamaged New York NY: 'I‘he
Rocketeller Foundallon 1990. [7]

Maynard, Rebecca, Myles Maxfield, and others. Design of a Social Demonstration of Targeted
Employment Serv:cecjm AfDC- Rec;pren{s Princeton, NJ Mathematica Pojicy Research,” Inc.,
1986 [7] _' . PR N . S

. Ma) nard, Rebecea  Building Self- Suﬁc:erwy Amoug We lfare Dependenr Teenage Parents. Prmceton.

e

NJ Malhematlca Pollcy Research,__lnc 1993. ‘I6]

LY

Pawasarat, John and Lois M. Qumn Evaiuanon of the Wisconsin WEIT/CWEP Welfare

Employfient Programs.” Milwaukee, WI. Empluyme:m Tra:mng Imt;tuw Apnl 1993 (Unutdblr: -----
draft). [3] ‘ :

-Sil;ferbef'g, .IVE.;H'SIEH- and Aiﬁlll i—]er'lsliey ngmm Costs of the Teennge Pmrem‘ Demmpsrmrmn |
Princeton, NI Mathemauca Pohcy Research Inc., 1993, [6]
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February 17, 199¢ -

. MEMORANDUM = o o
"To:  Leon Panetta
- Alice Rivlin
o Belle- Sawhlll
' Thru: David Ellwoo§
' Mary Jo Bane
‘ Bruce‘Reed"~

From: ”"Wendell Prlmus §
Attached is a very preliminary cost estimate for a hypothetlcal
welfare reform proposal. These numbers were produced overnight
- and should be regarded as extremely preliminary.. They have not
‘been reviewed by any other divisions in HES. In some cases, as
‘explained in the footnotas, the estimates reflegct our beat gueas
of how CBO will estimate.the ‘cost cf the proposal .

The actual proposal and the.major aesumptiona used in estimating

- the cost are explained in the footnotes accompanying the table.

The proposal estimated in the table does not reflect any final
decisions made by the Working. Group or its co-chairs, the
Secretary, or any other Administration official. It represents
the costs of a hypothetical proposal. I would hope to be able to
provide the costs for the yoar 2004 ino aevaral days.

>

The estimates represent combined Federal and State costs. It is
assumed that State costa will be close to zero, and therefore the
nunbers should be interpreted as. Federal expend;tures

For the Preszdent s plan to be credible, the estimates af JOBS
and WORK cannot be reduced much further than the costs indicated
in the table. These estimates assume that adult recipients
(ineluding teen custodial pareats) born in 1%70 or later are

‘subject to the time limit beginning in (October 1996 JOBS -Vgof?ﬁéa,(”
spending .on other portions of the caaeload would contlnue as per '
current law. S _ ' _ | y

If you have any questions or wish to see other cptlona, I would
be happy tc respond.. : :



F‘RELIMINARY WELFAFIE REFORM COST ESTIMATES (FEDERAL AND STATE)

FOR A HYPOTHETICAL PROPOSAL
(By fiscal year. In milions of dn&lars)

-

SEE ATTACHED EOOTNOTES

Eective - L 5N
- Date 1995 1958 1997 19906 1998 Tolal
- ARENTAL RESPONSIBHATY R o
evention Package < NA NA S NA. NA NA NA
}o-Paranl Proviglons ... . - - Oot. 98 ¢ 0 400 600 800 1,80
lid Suppon En!ommom . o S EES
. Paternity EatabEshmant (Neg 0 . (@%) 1200) {300) ~  (450) - {1,005)
Entercamant (Not} 18 10 e £00) (500) {540}
Computar Costa 100 150 200 250 00 1,000
Non-custedial Parent Provisions. . 4] o 100 1o A7 300
Accesn Grants and Parenting Dcmonstmﬂons ' i 20 25 - 130 . a0 30 138 -
. Chiid Support Agaurance Demenstrations 0 0. 100 200 280
SUBTOTAL, CSE ’ ' 250 180 260 {16} (2060) 490
msmom\l. ASSISTANCE Fou.oweu BY wonﬂ ‘ ) o o
‘.'c‘lzi-:mal JCBS Spomﬂng Oor'eé O L 830 1130 1480 9220
]HK ngram Coct'gs fo ‘0o a 0 650
* dltonal Child Care for JOBS{‘NOHK Ptrﬂclpants., . Ocl0d o 0 - 1460 1,300 1500 3,600
momic Owalopmam _ : o - o 100 100 - 300 200
"~ SUBYTOTAL. JOBS{WORK ¢ 0 2130 2530 3310 7,970
KING WOAK PAY S S - : T ) R
rdng Paor Child Care - - .00 95" o 1,000 1300 1500 4,800
ance EITC - ' I 6- - 0 0 o 0
NVENTING QOVEANMENT
'+ ot Rules, Fiiing Unit, Simpification o
'{ Earninge Olsregards, Accounting und S . o
- aporting Fulu _ : Q o ' 0 0 - 4] 0
QRAND TOTAI.' R 360 €0 -‘ 8,020 4,420 14,960

T%o f"wr,L\.
— St as EA)DEK r‘ﬂanc.- il:du-u C(,an. bevl.{

"'166&’? CSL, Fn'.rw &m—nu \
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Nms T’O THO PAREM PROVISIOHB

1. The costs for ellmlnatxng tha special al;gibility require-
ments for two-parent families is based upen estimates from
the food stamp quality contreol data file. These estimates
were then adjusted for increased participation based on
estimateos from the MATIS modcl employed by Hathematzca, Inc.

NOTES- 10 - CEILD BUPPORT BRFORCEMEHI PRGVISIOHS C E'f144ﬂ S,

1. The estlmates for paternity establishment, enforcement, and
computer costs are based upon our best guass of how CBO will
estimate the savings from these child support enforcement
provisions.  The original HES estimates for these provisions

- would have produced savings of $3.6 billion over the periocd.

However, both CBO and OMB staff believe these original
estimates are overstated substantially Thus, for these-
estiggtes we are pro;ect;ng savings of $0 6 bxllion over the
per ‘ L :

2. The costs for the non—custodial parent provislons are 10
percent of the JOBS and WORK program costs. .

3. The estimate for the cost of the child support assurance Too many

* demonstrations are based upon CEO estimates of the - deros

Rockefeller/Dodd bill.
NOTES TO CASELOAD NUMBERS AKD O JOBS AHD HORR QOSI ESTIHATES

The caseload numbers and the JOBS and WORK coat estimatea are
based on the fallowing policies, assumptians and sources of data:

1. - Adult recipients {including teen . custodial parents) born in

1970 or later are subject to the time limit beginnlng in
. October 1996 (FY 1997). JOBS spending on-other portzons of
the caseload would c¢ontinue as per current law. .

2. 'Caretaker relatlves are not suhject to the new—rules and are -
" not phased-in ' S , : L -
3, Parents who have a child under one (or under 4. months, if -
conceived after the init;al walfaro. recei are caring for
a' severely disabled child, report a work limitatioh or who' - 7

_are 60 years of age and older are deférred from participa-
tion. in the JOBS and WORK programs. As of FY 1999, about 23
percent of the’ phased-ln caseload is deferred T

- 4;_1 The' casaload numbern include no treatment sffmcts asla

result of .the new rules on either exit rates or on the rate
-of part-time work. ' Accordingly, there ate no estimated
walfare savinges. We expeat to claim.some treatment effects
in our final egtimates, particularly for estimates after the
S-year period. As of FY 1999, about 6 percent of the
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. 6. Tho coat estimate aesumea that all non-deferred phaaed»in

: ,s.'v- From 1996 to 1999, we assume that we will. serve approximate-

th FEE¥19219Q4]~19;21 _ FROM f, ) R T - BRUCE Q./KRTHXHuf‘?.QS'-

phased-in canoload (whieh includes persona in the WORK
proqram} is in extended status. :

'.51- Cost per JOBS participant £igures are taken from the PY 1993

 JOBS . data (adjusted for inflation u51ng ‘the progected CPI).

recipients are engaged in activities. We assume that at a .
given-point in time, 50 perceit of the phased-in recipients
are engaged in activ;tzes which have cost. Foxr reciplents
with extensions, it is assumed that everyone is. participat—.-
lng in. a JOBS activ1ty which costs the program money ' -

7. Tha cost of developing and maintaining a WORK ass;gnment is

 calculated using CWEP data from JOBS and from the welfare- =~
to-work demonstrations of the 19805 {again, adjusted for : R
.inflation using . the projected CP1}. Approximately 150, 150, 000 - o
_WORK slots would be raquired in 1999. L | //7;°%”'

8. The figures for JOBS partlcipants and JOBS sponding undar'

current law are taken from the ACF baseline

'-§ff The JOBS and WORK cost estimates do not consider the

‘potential impact &f the ¢hild support and . reinventing
i government provisions on. the gize of the ‘caseload.

NOTE& OH CHILD C&RE COST ESTIHBTES

1.' These estimates reflect the child care costs associated w;th

~ the above' phase-ln assumptzons deseribed under JOBS and
'WORK . N _ _ L .
2. CBO 8 estimﬁtés of thésé coéts hay be’ hiéher than theoe

‘estimates based orn their estimate of the Republican welfare -
‘reform proposal. The per—child costs. in the CBO estimates

‘are highex. We are- continuing to work with them to resolve
‘these differances.‘ : iy L NS S

3. This estimate ig based upon baseline Spending for the. Head
 Start program and therefore does.not account for the
 additional childrem who will Be served by Head Start whea it
- expanda ‘ Thls follows conventional CBO scoring g fules. r} '

4. ‘There is no. sl;ding scale fee for services 1nc1udad i this

estimate

5. We assume that approximately 40 peroent of all AFDC familias
partic;pating in JOBS and WORK will -usa paid ohild sare.

"1ly 1.2 million additional childron {about 700,000 families). .
with our working poor:child care program. = Each year we will Ff&’ﬂw;

“serve approximately Qf,iﬂnﬂigggizigggi children S Al ch i

b Ak . . ) .. . , . ¥
. . v
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NOTES TO RRIRVERTING GGVERHREHT PRGVISIGHS

.The prOposals in this section ware designed to net to. zero. The
cost of the spending provisions is approximately $5 billion over
the 5-year period, implying that -the savings provisions are also
. $5 billion over the Snye&r per;od , ,

- e

.

..

Some of the pruposals which will lncrease cost are:

1. Increase the limit on countable resources to the limit
~ established in the food stamp program, and exclude one
‘automohlle for both AFDC and Food Stamps.

2. Coordinate accounting and reporting rules between the food
- stamp and A¥DC rules. . S

‘3. Mandate flll—the-gap policies in’ low-benefit States. o =7 |
'Some of the prcponala whiuh will decrease cost. are |

1. Eliminate the pruvisinn that - pravents SSI reciplents from
: belng included in an AFDC ynit. "’ :

2. Move the filing unlt rules in AFDC toward the food stamp
. program fillng unit rules. .
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' MEMORANDUM .

.February?17, 1994 j:' R

AR TIENELBL 10 S
To: - Leon Panetta
" - Belle Sawhill

Thru: Dévid Ellwood ° ; _-"::._' R

Mary JQ Bane Lo . ‘ -‘l . ’ ,.r..",-:.l

From-* wEndell Prlmus

et

Attached is a very preliminary cost‘estimate for a: hypothetlcal g

welfare reform proposal. .These numbers were produced overnight
-and should be regarded as extremely preliminary. They have not

been reviewed by any other divisions in HHS, 1In some cases, as
explained in the footnotes, the estimate§ reflect our best guess
of how CBO w111 estimate the cost of the proposal.

The actual proposal and the major assumptlons used in estlmatlng
the cost are explained in the footnotes accompanying the table.

' The proposal estimated in the table does not reflect any final
- decisions made by the Working Group or its co-~ chairs, -the '
‘Secretary, or any other Administration official. It represents

the costs of a hypothetical proposal.

If you have any questlons oxr w15h to see other optlons, I would

‘be happy to respond.:



PRELIM{NARY WELFARE REFORM COST ESTIMATES (FEDERAL AND STATE) B T T
FOR A HYPOTHETICAL PROPOSAL Co

5 o © (By fiscal year, in millions of dotlars) :
E - _ . Effective : : - S, ) &.Year
. I Dale - 1985 1956 = 1897 1998 1999 - Tolal
PARENTAL RESPONSIBILITY ~ - = = _ Lo S : EEEL
Pravention Package S . o - NA NA NA - NA NA NA: .
Two-Parant Prov_is.ions - : _ ' ' ‘Oct, '§6 S + R 0 ‘ ‘400 600 - . 800 - 1,800 \}
Chitd Support Enforcemant ' l o o S T L
) Patarnity Establishment (Net) : N o : o - (85)  (200) . - (300} {450y . (1,035)
Enforcament {Net) o e P 130 - 70 T80 (300} . (B00) (540}
Computer Costs ‘ T e 100 - 150 . 200 250... . 300 1.000
Non-custodial Parem_Provis_ions o A o BEER ¢ B 100 . 110 170 380
" 7 Access Grants and Parenting Demoenstrations : 20° 2% a0 >~ 30 v - 30 136
Child Support Assurance Demonstrations o e 0 -0 100 200. 250 850
“SUBTOTAL, CSE L ‘ ‘ e 250 180 . 200° (10}~ (200) . 490
.TRANSITIONAL ASS.%ISTANCE FOLLOWED BY WORK ) _ _ o .
Additional JOBS Spending - = , - '091. ‘96 0 .0 930 1,130 1,160 . .3,220
WORK Program © : ‘ - ostes. 60 o . 0 0 550 - 650 jfg
Additional Child Care for JOBS/WORK Participants ~ Oct. '08 - 0 0 1,100 1,300 1500 3,900
Economic Development . X o - 1000 100 100 300 |
~ MAKING WORK PAY | ‘ T Lo
Warking Poor Ghild Care . .. . Oot'98 © 800 1000 . 1300 1500 ' 4600 | > é-:,,r -
Advance EITC .- . L - .0 - 0 -0 0 w0 o
REINVENTING GOVERNMENT. ¥~ = - - ‘ ' ' . o
Assetr‘-!ules Fihng Unit and Slmphf:catlon : : : - _ . Co . e
of Earnings Disregards . - 0 0 700 800 1,190 2,700 “-7$( |
Accoumihg and Réponing Rules o . _ : -0 -0 200 ~ 600 - BOO - 1.60C . _‘/‘ '
GRAND TOTAL - . v 250 960 4,720 5920 7310 19,160

| SEE ATTACHED FOOTNOTES



NOTES TO THOéPARENT'PROVISIQNS '
1. The costs for eliminating the special eligibility require-
g -ments for two parent families is based upon .estimates from
the food stamp quality control data file. These estimates
were then adjusted for increased part1c1patlon based on
estimates from the MATH model employed by Mathematica, Inc,
These’ costs are about 2/3 of the costs estimated by the TRIM
model. 7 - _”.‘ : :

NOTES TO CHILD SUPPORT ENFORCEMENT PROVISIdNS

1. The estlmates for paternlty establlshment enforcement, - and

computer costs are based upon our best guess of how CBO will

estimate the savings. from these child support enforcement

provisions. The orlglnal ‘HHS estimates for these provisions

would have produced savings of $3.6 billion over the period.

However, both CBO and OMB staff believe these orlglnal '
s estlmates are overstated substantlally

2. The costs for the non- ~custodial - parent prGV151ons Aare 10
' ' percent of the JOBS and WORK program’ costs. -

3. The estlmate 'for the cost of the Chlld support assurance

demonstrations are based upon CBO: estlmates of the Rockefel-.

ler/Dodd blll
NDTES TO CASELOAD NUMBERS AND TO JOBS AND WORK COST ESTIMATES

The caseload numbers and the JOBS and WORK cost - estlmates are

based on the following. policies, ,assumptlens and sources of data:.

1. Adult recipients (including teen custodial parents) born in

1970 or later are subject to the time limit-beginning in
October 1996 (FY 1997). -JOBS spending on other portions of
the caseload would continue as- per current law.

2. Caretaker relatlves are not subject to the new rules and are
 not phased—ln

3. . Parents who have a child under one (or under 4 months, if
' born after. the initial welfare receipt), are caring for a. _
- severely disabled child, report a work limitation or who are

60 years of age and older are deferred from participation in
the JOBS and WORK programs. As of FY 1999 about 23 percent .

of the phased—ln caseload is deferred.

4. The caseload numbers lnclude no treatment effects:as a
' ‘result of the new rules on either exit rates or on the rate
of part-time work. Accordingly, there are no estimated
- welfare savings. SRR . ‘ - o

5. Persons whb‘heve exited welfare earn back one month’ of
eligibility for assistance for every four consecutive months




iy

. 10.

i1.

they spend off the rolls.  For purposes of this ‘earn-back

- -provision, the WORK program is considered part of the
.- welfare system--persons do not earn back months of assis-

tance for months spent in the WORK program

-As of FY 1993, about 6% of the phased-in caseload (whlch

includes persons in the WORK -program} is 1n extended status

Cost per JOBS partlclpant figures are taken;frpm the FY 1893

- JOBS'data (adjusted for-inflation using the projected CPI}.

- The "JOBS partxcxpatlon rate (countable part;cxpants)“ig‘SO%
. for phased-in recxplents who are requ1red to participate,
‘except for those in -extended status. ' For recipients with -

extensions, the participation rate (total part1c1pants) is

- assumed .to. be 100%——everyone with an extension is partici-
patlng in a JOBS act1v1ty at some pomnt during the month..

The cost per WORK program part1c1pant flgures assume a work-

for-wages model. "The cost of developing and maintaining a
WORK assignment is calculated using CWEP data from -JOBS and

. from the welfare-to-work demonstrations of the 1980s (again,

adjusted for inflation using the projected CPI}). Approxin

' mately 150,000 WORK slots would be required in 1999,

The, flgures for JOBS part1c1pants ‘and JOBS spendlng under :
current law are taken from the ACF basellne

The JOBS and WORK cost estlmates do not con31der the
potential 1mpact of the c¢hild support and reinventing

government prov1sxons on the size of the caseload.

NOTES ON CHILD CARE COST ESTIMATES
These estlmates reflect the Chlld care costs assoczated WLth'
the above phasewln assumptlons descrlbed underx JOBS and
WORK. .

CBO’s estimates of these costs will be higher than‘theseU

‘estimates based on their estlmate of the Republlcan welfare

reform proposal.

' This estimate is based upon baseline épendiné for the Head;
.Start program and therefore does not. account for the '

additional children who will be served by ‘Head Start when it

-expands. Thls follows conventional CBO scorlng rules

_There is no slldlng scale fee for serv1ces lncluded in thlS
'estlmate

We assume that'approximately 40% of all AFDC families

‘participating in JOBS.and WORK will use paid child care. .



L

From 1996 to 1999, we assume that we w1ll serve approximate- .

ly 1.2 million addltlonal children (about 700,000 families)
with our working poor child care program. Each year we . w111

.serve approxlmately 300 000 addltlonal chlldren

NOTES TO REINVENTIHG GOVERNHENT PROVISIONS

_The option.shown here assumes that the proposal will:

1.

. Increase the limit on countable resources "to the limit
.established-in the food stamp program, and exclude one
tjhautomoblle for both. AFDC and Food Stamps

Ellmlnate the pr0v131on that prevents SSI rec1p1ents from
being ingluded in an AFDC unit. Two hundred déllars per

month of income received from SSA is dlsregarded

"Dlsregard the flrst $120 per month of earnlngs, and 1/3 of

remalnlng earnlngs, and allow States. to disregard addltlonal
income. . C e . L .

© Extend the $50 pass—through for Chlld support te the food

stamp program.

Reduce the AFDC payment standard by 1/3 1f any of the -
followlng condltlons are met: :

“'.1 The AFDC child and chlld's ellglble parent live in the

same dwelling unit with the child’s’ grandparent,_

'~ . There are no adults in the AFDC -unit; .and
L= The AFDC unit 11ves in a ‘dwelling unit that recelves a

hou51ng subSLdy
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'-1SUBJECT:‘V'we1faré reform costing issues

. w@,;ia . |

EXECUTIVE OFFICE OF THE PRESIDENT -
. 31-Jan-1994 08:59am

TO: ' 'ﬂiice'H; Rivlin

TO: ' Bpucé N. Reed SR i;ﬁﬁ;:
TO: . Kathryn J. Way.
FROM: - Isabel Sawhill - <
' : h_Office of Hgmt and Budget HRVL
.eccr . Richard B Bav1er . o "ﬂw
- €e¢:- .-+ Stacy L. Dean .. . . . T

‘According to HHS, our welfare reform proposallwill cost between

$6.5 and 7.8 bllllon annually once it is fully phased in.- My staff .

had nd opportunity to review these numbers before the were

tpresented at a West Wing meeting on 1-25. We are now beginning to
‘work with the Department to understand thelr mnodel and thelr
~ assumptions. . .

v

our first goal is to achieve some clarlty about what the above.
numbers represent. For example:
- Are all of the costs federal? What's assumed about state
costs and federal match rates? '
e ‘What’s our exemptions policy?
- What’s assumed about behavior in the caseload: reductlon
numbers?
-~ Are all of the child -care costs for the worklng poor in
addltlon ‘to what’s in 95 budget or are some in basellne’

Our. second goal is to get a better understandlng of how costs vary
with the specification of the policy -- that is, to have more of a
senge of the costs of different options so that the President and
others can make more informed choices. Since it.would not make
sense to look at every conceivable policy option (some have
clearly been de01ded' others are not important enough to get
attention from West Wingers), we need to decide which are the more
Jimportant open issues with significant cost 1mpllcat10ns. The
following list is my prellmlnary attempt to specify sone of the

- optlons that we might be- interested in looklng at:

1. Up front job search requlrements
2. Part1c1patlon rate and federal match assumed in JOBS
3..Part1c1patlon rate and federal match assumed in WORK’

4. Exemptions
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... 5. Eliminating the 100 hour rule, the quarters of work ,
test, .or the state option to provide benefits for only 6 months_
for . tWO parent famllles - _

6. Serv1ces to noncustodlal parents";

R

7. leerallzlng the assets test .

.8, Time- limlting the work program and prondlng an in-kind
_safety net at some fixed percentage of current benefits

9. Conformlng Food’ Stamp and AFDC flllna'unlts or other
< program s;mpllflcatlon measures c&dl«q

| ' 10 Counting hou51ng 3551stance in calculatlng FS beneflts
4380 W"‘c“e,ff; Tt S i 6 il o Lok,
@5 bt 11. Advance payment’ of the EITC '%-bwkx L

o.l2. Cappxng adminlstratlve costs in. WORK at dlfferent level
or- assumlng more borne by employers - ngoﬁ ?kxxg Co 3

13.JTreatment of part-time’ work
-14. Whethe;'additional time on WelfarE'pah be earned
"' 15. Child suppott assumptions |
. 16. Child care a§sumptions
17. Demos‘ | e
We need more discussion of the above 1ist and then an agreement

“with HHS about how to ‘proceed to get more: 1nformatlon about these
or other 1ssues. : .

13, 8&%‘\'\-0*\
IEC'[ ‘D(IAJ.‘)[\LL(A‘
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FROM: - '- Rlchard Bavrer(@ |

February 11, 1994 K

MEMORANDUM FOR ISABEL SAWHILL

ISUBJECT' Rough estimates of policies for Bruce Reed

' ---v-'The aftached’ spreadsheet table prowdes the basis for a rovgh estimate of the cost

i other words on this lable the program does not get anyone off the rolls’ any faster ) -

‘1. Halfof al post-transitional WORK assrqnments arg in"the private sector
’ - with the government paying a subsidy equal to the AFDC benefit and the- LT
prrvate sector employer picking up all admlmstratlve costs

The underhned row titled post admrn reflects the administrative costs of

~. 777 the WORK program. -These are high, and do-not include child care.

" 'They are based on experience with AFDC work programs that involved
considerable job development, costs, as well-as some monitoring. (I
Have encouraged HHS 16 look at the Ohio CWEP program from the mid-
1980s, which is the closest thing to. a saturation CWEP we've seen, and
which probably has lower administrative costs, but | haven't made any
progress yet.) It isn't clear how much of these costs could be transferred
~ to private sector employers. L

However, it is clear that a lot of.the cost of the time-limit followed by =~
community service is this administrative cost. With an estimate for total
. federal steady-state costs at around $5 billion, administrative costs’
~assaciated with WORK make up around 60 percent. (As the smaller
“attached table shows, this assumes a 50 percent federal match rate for
these costs.) If half of all WORK slots were in the private sector with no- l \ .
.administrative costs, steady -state federal costs would be about $1 5 o
_ brllron lower.- D :

" It's probably unrealistic to. plan on avoiding all administrative costs for
one-half the WORK slots.  Job development would still be necessary.
An average savings of 50 percent on administrative costs for such slots

- seems pretty optimistic. ‘At 50 percent savings on 50 percent ofthe 1
WORK slots, the federal savings relative 1o full administrative costs for H
this group would be about $.75 billion in the:steady state..



- would end up in subsrdrzed prwate sector 1obs

‘ 'Experrence with prrvate sector employer subsrdres (either OJT or tax
credrts) for hiring d:sadvamaged people should discourage us from

- hoping that 50 percent of those hitting- the time-limit could be placed in .
subsidized private sector jobs: It looks like employers don't find it

economical 10 hire these target groups because of the direct overhead

' (cemfrcatlon that emiployees are eligible, record-keeping, and reporting)

~ ."and because of expectatrons about their lower productivity (sometimes

- characterized as "stigma’). A table summarizing recent programs and

sections from analysrs by one of the issue groups is attached e

: Because AFDC parents reachang the two years are probab!y going to be .

among the least job-ready, persuading private sector empioyers to hire

. them will be even. harder. (Attrition of less job-ready seems. {0 be a large

factor in the operation of intermediaries like America' Works, too.) On the

. -other hand, we know that even very disadvantaged AFDC mothers.often e

. obtain jobs without a subsidy, so we shouldn't conclude that.they are all
-uriemployable and subsidies-are hopeless. A deep subsrdy with few

- direct administrative burdens might induce more hiring. - (it might induce.

abuse as well.) In ary case, | don't know of evidence we could marshall

to justify a prediction that half. or even one-fourth, of WORK pamolpants

‘ Hah‘ _oa‘ WOHK partlcsoants. are placed in robs in expandinq qo&erﬁment '
programs, such as providing child care for other. AFDC parents, working
in Head Stan Loqrams or monrtorrnq other WORK participants.

" This. pollcy would reduce ihe cost of welfare reform by the amount of the

~ benefits or wages paid to'half the WORK participants (as compared to
the first option that would reduce'th__e administrative costs for half the

-WORK participants). The Iogzc is that the costs of these services (e.g.,
child care) already appear in the welfare reform package, or in the

. Budget. |f the benefits or wages of paople performing these jobs instead.

are paid by welfare reform, an offsetting savings must appear

somewhere else. The proposal attempts to get savings from the vaiue of

the work performed by the WORK participant.

' lt is strpulated that the jobs must be in expandrng programs in order to

" avoid runnmg into drsplacement issues. : :

. The range of offsettmg jobs into which WOHK pammpants ‘could be
p!aced is further limited by current cost-sharing arrangements and budget |
- scoring rules. For example, placing a WORK participant in an expanding
- Head Start program could reduce the amount of Head Start funds
s ,needed for stah‘rng the expansion. But there would be no automatic

5

-
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| saxﬁngs to be'scor_ed'because‘Heat‘:I Startis a discretidnary program with
. an annua! appropriation. (On the other hand, if Head Star hired a ;
: .WORK pammpant that couid reduce the number of WORK jobs needed) .

To get automatic savings, WORK pamcrpants would have to be placed in -
.additional jobs planned under welfare reform (such as additional child '
care providers or additional monitors) or in socme other open-ended
.. entitlement which the Budget says will expand. Medicaid continues to
©grow. It may be that assignment of WORK participants to provide’ o
- ¥ setvices for which Medicaid pays, for example nursing home care;¢ould | _~
" be scored as automatic Medicaid savings.. That would be a longer reach .
“than scoring automatic savings in AFDC child care from assignment of
. --WORK participants lo provide child.care for other AFDC mothers. ~---

benefns or wages paid to WORK parﬂmpants _In a steady slate, the _
- {ederal-share is estimated roughly around $4.7 billion per year (assuming--. =
" that federal matching for WORK pay is the current AFDC matching rate).

-If half were offset by mandatory budget savings, federal steady-slate - l l '

spending on welfare reform would be $2.3 bllllon Iower than otherwise.

While we have no experignce on which to. }udge what proportzon of
WORK participants could be assigned to positions with' offsetting savings, |
- we have an indication from HHS that child care advocates would object
to too many assignments to child care provider slots. Half of at WORK -
recipients is probably far tog many 1o hope for in this status. Qne-fifth
“might be enly optimisti®if assignment of WORK parncrpants to monltor o
- . other WORK pamc(ﬁams were permitted. 257,

| Attachments ' o " e Mr&_h_x. .

ce Barbara Selfndge- :
Stacy Dean
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Employment and Waqe Subsidles o o '

I
o 4

Tho following matrix klonnhes major dqmgn dimansions of govammaent subsudios of employment, llS!S the major altematwa ¢os|g\ roatures. then, surnmarlzos boh the in!ended
effects of incarporating the a!nmanl in tha design as well as coliateral, eften unintended and undesired, effects. The matrix locusses .on aspects of job subs.lciaa most relovant to

" planning for tme-limited welfam policies. Some progmm design issued, ralavant to pb subsidy programs in other contexts ana |gnored For example, issues related to the counter-
cyclical, GDP, and infationary efiects of job subsidies are not included, Nor are issues relatad to subsidies available tp amploy_eos rogardioss of presant or former welfare status, or .

available onty to certain regions or certain industries.- Although, arguably, it is just a variety of lully-subsidized job, public employment is not inciuded hers.

.

i

be_slqh Dimenslons Ahernatives ©  Intended effects o ‘ Collatorai effects . _ " ¢ Examples
Targetng . _Less targeted -+ . Ease of administration. 'Mo're-' : Increased costs : _ S _::' NJTC, EITC

equitable than targeting on some
_basis other than need

More targeted ‘Increased employment. or'wages" “Substitution of target group COTITC, OJT, NSWD

Lo for target group membem - - members for,otherlemployees. work-supps, WiNcredit,
.Eﬁlmency : .77 Induced increase sn targei group JOBSGB BRRS
) ' . o mernbershlp P .
Duration of program . Peemanent ‘Predictability. Ease of C 7 Windlalls to en‘ployers w‘ho o EITC. OJT, work-supp,
Do U - administration. - substitute subsidized for - TJTC, BRRs ‘ ‘
) ‘ © .. i, unsubsidized employees. -
, Temporary - Reduction in wmdfall o - - Accelerated, rather than. NJT C. NSWD,
' ' . employers who would have hlred increased, 'employ'ment; JOBSE68, WiNcredit

anyway. - . : i L3
P R : -!nsuﬂnclent tlme to increase o
o .efnployment by planning for
. substitution of factors or increase
in scale.

!
i"'

' EfTC « Eamed Income Tax Credit (1 975 to pmsent) NJTC = Now Jobs Tax Credit (19?? 78} TITC. = Targeled Jobs Ta.x Cmcit {1978 to0 prasant). .DBSGB = contracts to
offset addad costs of hiring cﬁsudvanteged {1968-73); WiNcredit =« TJTC predecessor for welfare recipients {1971-91); wotk-supp = grant diversion or work supplementation for
AFDC recipients (1887 to pmsenl) NSWD = National Supponed Work Demonstration (1976-81), OJT = on- tha-job-training undar JTPA and pradacesscers; BARs = incoma

* disrogards lowering benefit reduction rates in AFDC ($90/mo Jor work expensas, $30 plus 0na~th1rd for four months, lhen sao for anothar etghl) and tha Food Stamp Program ’
{standard deduc{mn and 20 parcent of aamings) to offset work expenses and create work mcanlwes
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Design Dimenslons

" intended offects

Ease of administration.

increase impact by subsidizing

. only increased .employment,
- Reduce windfall:

Coliateral gffecié"

Windfall to employers. .

“Govt induced compelitive

: E:_ralﬁgies
- EITC,BRRs

. NITC
disadvantage for employers A
unsubsidized due to inevitable

arbilrariness in/definition and

error in_measutremnent of -

" incremental employment,

Lower program cost. ‘Less o

"+ windtall to employers.

Afternatives
Qualified Al employmen_i'
employment i

Additions to

employment
Size of subsidy o Small
employer relative to * o
labor costs

_ Large

Duration of subsidy - 'femporary

Permanent

Pu'rpose of subsidy

- lncrease hires -

Subsidize lraihing

* Greater incenlive for participation.

Maximize efficiency of individual
subsidies by not subsidizing after
the point that employer would
relain employee and employee
would keep job wﬂhom subsndy

Assure job retenticn and income™
~ floor for subsidized worker. ~©

Accelerate hiring (that would have

taken place anyway). Give foot-
in-door to targeted empioyees a

chance to demonstrate .

productwny

Increase hiting and employmeni

of workers who wouid not have *

“ been hired because of cost of
training necessary to raise
. productivity. . :

'enhanoerneni in tr?mlng

Lower uptake due to less
reduction in labor costs for
employers. Substitute part-time

- for full-time: employees : %,

ngher cosls

Induce tum-over when subsndy
ends. .

~ TJTC, NJTC, work-
" supp; WiNcredit,
' JOBSGB AFDC BRR

Reduce program effnclency

, El‘Tc, faod stamps
spend mote- of publnc resources i BRR . .
on those who wou!d remaln ' '
employed | anyway ) L
Joespé

Induce tumover lower averag?
tenure

Induce turmover. Net sffect |

. TJTC, NSWD, work- -
depends on human capital - P

'suppOJT

LN



" Design Dimensions = Alternatives

Subsidize wages

. Increase
Yo - employment -

“_-Direc't recipient 7 Ernialoy_erl

' Employce

Téx credit to
- employer .

Method -

Tax credil to
employee

Require hiring-of

target employees
as condition of
govt contract.

‘Intended effects o

Increase tabor force participation

and income of workers whose

reservation wage exceeds their- -
marginal product.

Inctease employment by inducing

|§‘ I .'

Collateral effects !

- Examples

Induce increase:in target. group EITC -
membership. In've'rse tfargeting -
higher subsidies lo th056 with

i higher wages, May increase

.. hours of current employees-rather .

- than'number of erﬁplcyees'- _ _
Induce increase in target group ' NJTC'.-:BR'RS

substitution of labor for other
factors or increasing scaie of '
productlon -

Provide incentive of reduced

_ labor cost in most visible way.

Provide incentive of higher -
income in most visible way.

" Administrative efficiency of using | -
- eurrent tax collection machinery -:
additional staf needed malnly for . -

audit,

- No wellare system-comad:, U'ses ’
_current tax collection machinery -
addatlonal staff needed mamly for ’

audit.

Efficiency - bids for lowest
subsidy to;include specified
number of target employees in
contréct labor force.

intensive subsmme goods

-Impose cost “of. admlmstra!lon on.

.- Admiinistrative costs of rﬁohiloring i

membership. Competitive

" disadvantage and reduced

(probably skilled) employment in - ;
industries producing capital- “

N

Stigrnatlze subs:dlzed workers

employers.’’ i . :

When !argeted by mcome and 4 . ElTC BRRS

permanent, increase "tax" rate on.
;' employee as inhcome risés and
" subsidy phases out. g . ,

| | . TJTC, NJTC,
- it - WiNcredit
. Low uptake in advance paymem EfT c

_ of credit; so potential!y large lurnp
‘sum payment at tax refund time,
; Experience with EITC suggests

potential for fraud that is tco
expensive to awdit and prosecule.
D .
compliance. Depending on rules,
incentivé for phantom employees.

' ' o
= f a -

TITC, NJTC, work-
- ‘supp; NSWD, OJT, -
JDBSGS WiNcredit



Aherﬁatlvos

Design Dimenslons:

i

Transfer to

-employer

“Transfer to n
..employee

Intended affocts -

_More documeniatuon can tarqet .

subsidy to individual emplﬂyee E

and employer characteristics and
reduce fraud, :

. Best targeting to emp!oyeg s ,
‘need. Sub-yearly eligibility penod

provides benefit closer 10 penod
of eltglblhty '
!

" Collateral effects . - . -'j';EXai'ﬂElés'-:’
" Migher admmlslmlwe costs for - .,.OJT, work-supp,

: employer and government  1.NSWD,JOBS68
- H f»J e W . '

. Employee’ must oome into coniact BRF!S

-with welfare system ngher

_.levels of targetlng, . B S -
- documentation, and audit i mpose s ;
¢ higher administrative costs. :

-
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targeted tax incentives. We find that the value of the tax incentive i oftén outweighed by the

[ O

6=

as'many as half of the mothers on welfare may be significantly undchualif' cd for similar
jobs. Wclfaxc-—dcpcndcnt mothers are less likely to bave job experience and more likely to
face discrimination in the labor market. This group is likely to include those who need a
little extra help and encouragement as wcll as those who havc mtcnswc cmot:onal
dxsmplmary or social pmblcms e e T

e

é) ~ TAX INCENTIVES ALONE ARE NOT ENOUGH FOR EMPLOYERS.

- -Employer incentives {6 hire welfare recipiénts-have.traditionally ome in the form of -

amount of paperwork required and the stigma attached to hiring welfare recipients. X
g targctcd tax-incentives are 'to be’ effective, they must be accompanied by add:nonal services -
such as-screening, preliminary training, or a probationary work period. .

. . The; evidence. clearly. indicatés that tax incentives’aloné-are not enough. Lerman

notes that undei”“both the WIN program and the TJTC, on!y a small fraction of the cmploycrs

- claimed credits for which they were eligible. Burtless’ conducted an experiment with

- employer votichers for hiring disadvantaged workers: " Members of the control. group who had

no voucher payment to offer had more success in obtaining employment. Employers did not
want 1o hire workers marked as "damaged goods® despité generous' voucher payments, some
of which could be redeemed as cash instead of tax credits, In addition to the stigma -
-~ explanation; Bishop | and Kang!” explain the low employer’ pammpatlon tates in incentive’
programs-by the high level of administrative costs for processing the incentives. -

On the other hand, tax incentives can be packaged together with other cmploycr

- incentives to- provide an attractive overall package." The stigma problem ma 3
- by providing subsidized recruiting and screening as well as the initia! training a_n‘dSuppon in

1 Institute of Women‘s‘Poiicy‘RcSCarch Téétimony citﬁd abovcr |

¥ Lerman, Robert. "A COmpanson of E.mpIchr and Workcr Wage | Subsidies” in Robcrt

Haveman and John Palmer, Jobs for Disadvantaged Workers: The Economics of Emp!oyment .

Subsrdxes 'I’hc Brookmgs Instnmnon - Washington, D.C., 1982.

1 Burtless, Gary "Are Ta:gclcd Wage. Subsidies Harmful" Ev:dcncc ﬁ-om a Wagc 5
Voucher Experiment.” Industrial and Labor Refanans Review, Volumc 39 Numbcr 1
October 1985, PP 105 114. ) ‘ o .

. 11 1991 f:acttta_t:tgc-_:

¥ Emst and Young report on the ‘valuc of America Works placement services.
Forthcommg The study indicates that employers may save as much as $2500 per person by

hiring th:ough Amcnca works. -

-
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 assistance, remedial education, vocational education or work expericnce. - Despite variations in

o

a‘mew ]ob 19 -Some cmploycrs have suggcsted a onc-ycar cxcmphon from the health care
mandate for €x-welfare hires. /In addition, employers can screen applicants further if allowod
to hire the workers on a temporary basis before committing to permanent employment. Any
federal assistance to promote bundling tax incentives with other employer incentives must bc
flexible enough to allow. local markets to shapc scrvu:cs for employers.

| d) .~TRAINING HAS MODERATE BU'I‘ MEASURABLE EFFECTS. Although low
slulls are a severe ‘problem,, training programs are not a'quick fix for welfare dependency.

. Inexpensive programs ($100-1500"per person) provide short~term job search

cconomic conditions and program.design, the majority of the evaluations show some
improyement in earnings, employment, and welfare exits in comparison o a control group.®

“However, ‘even:the most successful programs only. raised employment levels from 24 pcrcent

in the control group to 35 percent in the training group. Thus, the training program ogly
changed the outcome for about 10 percent of the group. ‘While this improvement is worth

o ~achieving, it-does not help.the two-thirds of the group who'would not get a job on their own- |

or with the hélp of a training program. ‘Additional caveats: 1) Exit rates from welfare tend -
to-imprové even less than employment rates. 2) The control group in the San Diego SWIM -

| " study caught up with the trained group by the ffth ycar after training. %3 chthcr the most-

job-ready nor the least job~ready benefit from inexpensive training as much as the middle

. group: -the most job ready w1[l find- ]obs anyway, and the Jeast: Job-—rcady do not tend to gct -
jobs after a quick program

- More ‘expensive, targeted training programs such as the home bealth care mdc .
demonstration, can cost from $4,300 to $8,700' per participant. Altbough intensive trauung

. programs tend to have less impdct on rates of employment, they create largcr boosts. in

" worked.

cammgs for those employed. Pamc:pants in the Home Health Care training increased:their
earnings by $1,200 or $2,600 per year® In contrast, inexpensive job scarch or work
experience programs tend to raise eamnings op average by $400 or less.® Intensive programs _
may be able to mcrcas:: actual wage levels, while i mcxpcnsxvc programs sxmply increase ‘hours

Thus' even. xf we could afford to put cvcry pcrson on’ wclfarc thmugh a qu1ck oran .

¥ Supportive work demonistrations from the 1970s have had strong impacts on job retention

' én_d later employment. See background papers from the Transition Issue Group for references.

° ' Friedlander end H'amlilton.' Gueron,
' Friedlander and .Hamf;tons : |

® Gyeron and Paulnc;_y." |

B BeJ.l"ns-:nd Orr o

#*  Gueron and Pauley.
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- MEMORANDUM FOR THE DIREGTOR

D RROM: el Sawm@\}/

'SUBJECT; ST Welfare Cost Estlmatesv o

o Lok W3

EXECUTIVE OFFICE OF THE PRESIDENT -

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, B.C. 20502

“February 14,1994 o

e

DEPUTY DIRECTOR -

T el

—

B

The costs of welfare reform depend on

.. the contents of the plan, : -
@ " the phase-in strategy and time penod for whlch costs are est:mated and
L] “the. behaworal lmpacts of the plan

mE

- This memo lays out some of the issues wae face in each area and seeks your :

gmdance in resolvmg them.

The Contents of the Plan

There are a large number of possiblé reform options consisterit with the President’s

basic vision --'each with a different "steady-state” cost. ("Steady-state” means the
cost once the plan has been fully phased in and any new rules or policies apply to -

‘the entire caseload,.not just a portion of it.) | believe, based on our-staffs’ work, - .

. .that the range of annual steady-state costs varies from zero to $10 billion with the

- most reasonable estimates probably falling in the middle of this range. We are now
“working with HHS 10 specn‘y the most relevant options within. this range. so that

you and others can see what kind of policy you can buy for dafferent prices.

. Although we will have much more detail for you iater, the most relevant issues are .
- likely to be: how much child care is expanded:for the working poor, whether the-

work slots are time-limited, and-the administrative costs of creating jobs.



Eacatd

o Options

The Phase-In of the Plan |

7. Most of those who have worked of the plan agree that it should be phased in

gradually. Although there are numerous ways to do this {(by state, by age; by

“length of time on the rolls, etc.}, the most common assumption is that we will start.

with all.new applicants (existing recipients would be grandmothered) Under this -

assumption, it turns out that the federal costs of a basic reform plan (the time-iimit " "

followed by commumty service, with related training and chald care costs and
assuming-no behav:oral effectsl based aon very prehmmary est:mates, are: as.
follows - : : o

.First five yééfs (cUmAuIativé)*‘*" .$3 billion

_ - First ten' years (cumulative): . “18 billion . =
e DlEAdY Stalte (One year): '5 hillion L
) Steady state (fwe years) .25 bl|||0n - i

,As these numbers plamly |Ilustrate the phase -in path is crmcal as is the spemf:c L

time period for WhICh costs are estimated and presented to the public. Depending
on which period is prcked we can say the same plan costs anywhere from $3 to
$25 billion. Note that Senate scoring rules adopted in last year’s budget resolution

- .require-a 10-year _windqw(’Moreover, journalists, aided by outside analysts, wili
. surely be interested in presenting steady-state estimates even if we do not.

Behavioral Impacts

To "a'large degree, the profnisé of reform is that it will affect behavior. The _the'r_ne ‘

of parental responsibility, with its emphasis on child support enforcement and

- réducing teen births, is designed to reduce the number of people coming on to the:

rolls. The theme of work and responsibility, with its emphasis on education,
training, and.jobs, is intendéd to move people off the rolls. Many of us believe that
over time these impacts will occur and will produce savings that help to offset

- (possibly even more than offset} the initial costsbf reform. The p'roblem is that itis -
.. doubtful that CBO will score much if any of these savmgs (The estlmates cited

above, do not assume any behaworal |mpacts )

- In the face of thesé facts, it seems to me that we have three basic options:

Option Ofe: Count Just the First Five Year Costs

'If we did this we could proposé quite a generous policy and fully offset it. The

downside is that we could be blown out of the water by ou;side analysts and be
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subject to a point of order in the Senate. Republicans would argue that we had

launched an expensive policy and only paid for its opening wedge:

‘Option Two: Coun héE d - 0

L
—ifh

s

This would be much more credrble but would necessrtate proposmg a much

‘tougher policy unless we come up with a lot bigger offsets than anyone is -

. 'contempfatmg right now or assume much bigger behavioral impacts than CBO is

- . likely to score; We. would probably need to time limit the community service jobs, e

- -cut back on. chrld care expansions for the workrng poor, and find creative ways to-

keep the costs of the work program down. A variety of popular add-ons {such as

- liberalizing the assets test, treatrng two-parent families.more.like one parent ... _' N el

families, expenmentrng with child support guarantees) would probably have tobe o~

‘ dropped e S I

' Optlon Three Propose a Five Year Proqram Onlv

We could make the argument that we belreve ‘that’ behavaor is bound to change
under our policy, but that we plan to rlgorously evaluate the program over a five

..year period to measure its effects and the associated cost savings. We could

propose to sunset the legislation at the end of five years-at which time we might

-.ask-the .Congress to extend and possibly modify it, depending on what was learned .

-'_about them further and get your input.

over the first five years. This is a sensible approach that avoids some scoring
problems but could be crrtrcrzed for not ending welfare as we know it but rather
expenmentmg with we!fare as we know it. o i

i

The above is just a first mstallment on what wrll undoubtedly be an extended
discussion of these issues. -| will be setting up-some meetings so we can talk

. ¢c. . Bruce Reed

Kathi Way
- Richard Bavier P
Stacy Dean o '
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. EXECUTIVE OFFICE OF THE PRESIDENT |
OF.FI(?E OF MANAGEMENT AND BUDGIET
T WASHINGTON, 0.C. 20503~ -« -

May 5, 1994

MEMORANDUM FOR WELFARE REFORM CO..,CHAIRS

e e

o FROM: , : . Isabel Sawhill

e

SUB]ECT ‘ Welfare Reform Costs

Workmg together we have made steady prOgress toward developmg the
--Administration’s welfare reform proposal. To keep us on track-for submitting |
legislahon this Spring, it may be useful to lay out some of the cost issues. that e
- remain, A common understanding will help u$ deal with these issues
‘systematlcally and quickly, and contribute to a better final product

Cost issues that depend on resolvmg outstandmg pohcy questions are outhned
below., Attached is a list of requests for information on proposals where the policy is

- clear but the derivation. of the specific estimates is, in our view, still somewhat

unclear. These requests are based on the data provided in the cost tables in the draft
memo prepared by HHS for the President and dated April 12, 1994 and the April 20,
1994 memo on “Cost estimate memo components” prepared by Don Oellerich and
]enmfer Meazey. - . ‘

Some of our questions may already have been answered or may reflect.an
mcomplete understanding of agreed»upon pohcres If so, we'd welcome.updates: .

" Staff at both the Department and here at OMB-have beeri working togéther to clarify .

outstandmg issues, and have been sharing materials. Nevertheless, we still lack a
great-many details. Wherever possible, these details need to be spelled out in
‘writing and any.unresolved policy issues clearly identified. OMB’s final comments
on the bill’s cost cannot be provided until we are able to review these details and the
welfare reform leglslahon 1tse1f Our hope is that thls memo will heIp the process
along -

COST ISSUES

# 1. Part-time work : e

In early cost modeling; it was assumeéd that-part-time work policies would induce
a large increase in part-time work. More recently, cost estimates have assumed
“there will be no change in behavior due to part-time work policies. While this

-



assumpt1on may be consistent with some part-nme work pohmes ‘until details of
the policy proposal are settled and clearly communicated, it cannot be determined
whether there will or won't be behavior-driven costs or savings.

2' Sanctions

At a recent specs meenng, it. appeared that agreement had been reached among
the co-¢hairs regarding some aspects of sanctions policy. HHS staff have indicated

that they are developifig cost estimates of sanctions effects. Until the policy proposal : S

and the modelmg are documented we-are not in a p051t10n to agree or d15agree with
related cost, esnmates

3. Deferrals =~ - o o S ' |

The latest HHS caseload estimates we have show 16”percent of the phased-in

.+ caseload not subject to the JOBS and WORK requirements, and from 40 percent (in

1996) to 28 pércent {in'2005) of the phased-in caseload in the deferred JOBS Prep
status. The deferred are assumed to include: a) some who are catégorically deferred,
such as those with a disabled child; b) some who are deferred prior to exhausting
their time-limits, at the discretion of the state, up to'a maximum share of the

- caseload; and ¢) some who have been reassessed after a WORK assignment and are -

placed in JOBS Prep rather than given a new WORK assignment. At present, we
have not seen a break-out of these- sub—groups that totals to the overall JOBS Prep
percentages modeled

4. State flex1b111tv.

: States are to be given flexibility to design their JOBS and WORK programs’

* similar to the flexibility they have over their current JOBS programs. In 1988, CBO
‘estimated that savings from the Family Support Act would be considerably below
the Administration's estimate. The Administration had assumed that states would
use their flexibility-to implement the kinds of programs research showed to be most
effective, while CBQO assumed less effective programs would be:implemented. '

* OMB staff understand the argument for assuming that a welfare reform
1mp1emented effectlvely could have impacts comparable to the SWIM'

~ - demonstration. (Although SWIM was implemented in a flagship office, proposed

JOBS participation rates will be-half-again as high as-SWIM's, and accordmg to-
special analysis by MDRC, SWIM had- caseload impacts on young mothers .
comparable to those on older mothers.) However, it appears that these impacts will
‘have to be discounted-te some extent to aIlow for state desngn cho1ces that will be
less effectlve than SWIM. c -



" Other issues about the likely use of state flexibility arise with respect to the
WORK program. States will be under predictable pressures to assign WORK slots
with effectively-higher wage rates. A full-time-equivalent slot can provide WORK
assignments to more parents if each works fewer.hours for their subsidized wages. '
And experience shows that, to the extent WORK slots are like real jobs rather than
community service assignmients, organized labor will pressure states-to keep WORK

. wages near prevallmg wWages. S : o

__ Conventional labor economics theory suggest that hlgher wage rates in WORK
T will tend to attract parents onto the rolls or slow their exits, with_associated costs.
_ Either HHS should model some costs from this tendency to h1gher wages or else

- develop an explanahon as to why this won't occur,

5 15 hour floor

. States are to be requlred to pr0v1de WORK sIots mvolvmg at least 15 hours per .
week and wages at least at the federal minimum. In states with very low AFDC
benefits, income from these WORK slots will represent a considerable increase over
. 'AFDC beneﬁts Direct and mdlrec:t cost questlons remain.

The pohcy on state matchmg for these particular WORK subsidies is not clear to
us, nor is the modeling. In addition, it seems that the considerably greater income
available to WORK participants.in these states could draw families onto welfare or
slow their exits. Such an effect does not appear to be included in the cost estimates.
To concur with these estimates, we will need to understand why such caseload
‘effects can be ruled-out." -

6. LOBS capacity

Because the group targeted for phase-in represents about one-third of the AFDC -
caseload, on average states will have to expand their JOBS capacity by around half in
‘the year they implement reform. It seems likely that some states will be unable to -
do this effectively. If JOBS.cannot be expanded this rapidly, child care costs, initial
years of WORK costs, and savings impacts will all-need to be discounted somewhat.

7. Up-freht job search - -

A recent specs meehng appeared to agree that applicants, mcludmg those not-in
-the phase-in group, would bé required to perform job search first. It was not entirely
clear whether-a) the requxrement would be imposed -at application or at eligibility
determination; b) any ‘screening would be done to exempt the disabled, those with
' ~1nfants and so on; c) the ]ob search would be structured or unstructured

' T_he last caseload and cost projections we recewed from HHS did not reflect this _



policy. “From the research, we expect that whether such a 'pol_icy would represent
additional costs or savings would depend on details of its design. .

8. Match Raes

A central unresolved issue is the match rates to be proposed for each program
Match rates will be a key determmant of program SUCCess, Varymg the match rate

- could have strong effects on: B R T

"e. States’” comunitment to makmg the vaFious components of welfare reform
succeed. _ -

. States total operatmg budgets and thelr willingness to commnt added resources-
to various. programs such as chJId support enforcement and ]OBS

. Total Federal costs o B o et

For illustrative purposeé, the April 12 cost tables. currently assume an 80% to 20%

Federal/State split on new costs. Since the question of .cost sharing is still open and

may depend on the financing levels we can afford, it may_ help the working group to
modify cost tables by displaying the costs of proposals at current-law match rates.
Costs of changmg the matching rates could be shown separately, so that they could
easily be altered and could prompt discussion of the policy underlymg the match
rates.: (For instance, altering States” JOBS match rates over time, based on their
performance, could be an incentive for them to provide effective training programs
The same could be true of child support programs parncularly patermty
establishment.) .

9. Automation .

Given the- Administration’s focus on improving the Federal Government’s

effectiveness and efficiency, the details of how new and expanded programs will be

implemented may merit extra attention. For example in the area of automation,
ambitious pians for child support and beneficiary. tracking systems are in the works.
Automation is central to.welfare réform and the success of the plan’s ,
implementation depends upon an efficient and quick systems development effort
The ability to track an individual over time is critical to the time limited component
of JOBS and the long term success of the No Additional Benefits for Additional

- Children-proposal. Given past GAO and HHS Inspector General reports critical of
welfaré automation projects, we should be aware of potential pitfalls in this area.
We need to flesh out the details of the envisioned systems to ensure we have
developed realistic implementation time.frame and cost estimates.

SRR



10. Child Support

An improved Child Support system is one of the fouir main tenets of the welfare
reform proposal. We are concerned that the speahcs of the proposal have not been
subject to the same policy scrutiny as other items in the package. For example, we
were surprised to learn informally that the Child Support proposal may no longer
include a comp()nent which reduces a State’s AFDC Federal match whena
recipient’s paternity is not established. Given the range of success with the current .
child support programs, ambiguous evidence regarding incentive payments, and the ,
expectations of new automated systems, it is critical that key Working Group T
members have the opporturuty to review fully and-to vet each. component of the .. .
proposal : :

One final item relates to rwo fmancmg proposals At thls time, we are unaware .
- of final decisions with regard to-the-Emergency-Assistance and the- Sponsor to-Alien. -~ -
Deeming proposals. These proposals are extremely sensitive, given their potential
impact on individuals and on States. We need to reach closure on these issues as
soon as possible so that we can reach f_lrm savgngs estimates.

o "



AITACHMENT ‘
MayS 1994

GENERAL
, - ,
~ The quesnons and comments on this attachment are provided with the ‘Objective of
.~ assuring that.adequate detail’s provided to explain current estimates.” To do this
" rhost effectively detail for each ‘provision and each affected program for the item- -
~ should be provrded capped -and uncapped spending should be split out from one
* another; all pricing should be provided in gross costs and savings; where apphcable
federal administration costs should be noted; it should be noted whether spending is
envisioned to be discretionary; capped entitlement or open entitlement; and -~
" “"applicable ifitéractions for each item whether the iten is priced interactively or-not, -
- . should also be noted. In addition, it would be very helpful to have FNS, Treasury
and: others prowde pricing for their programs for each item. "

A. PARENTAL RESPONSIBILITY

' 1. _No Additional Benefits for Additional Children
Proposa! - - :

- A State option to deny beneflt increases when add1t1ona1 chlldren are concelved on
AFDC. S :
‘Comments: B ) .
FNS should be asked to review ASPE pricing.. Prlcmg for a natronal pohcy appears
to be generally reasonable. .In order to compléte assessment of the pricing, analytical - -
support for the determination on what proportion of states will adopt the proposal
and what percentage of the caseload that will represent should be provided. Also,

_ analytrcal support for behavxoral assumphons should be prov1ded

2. AFDCforMmorMothers T N

. Proposal: - - :
With excephons mirior mothers would be demed AFDC should they seek to
estabhsh a separate AFDC household apart from rhelr parent(s) -

Comments: Pricing appears generally reasonable although based on an informal -
 State survéy, exemption rates for this policy may be higher than assumed by-TIHS.

: The-cost estimate should take into account possible increases in, the IV-E foster care
" caseload, for those minor mothers who are sanchoned e
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‘ _ _Techniques - L S
ProposaI : ' '

Changes to EXIStlng law are de51gned to increase patemltles estabhshed streamlme

- current practices through administrative processes and improve the tracking of
those paying child support. - The proposals would also overhaul the existing
financing and incentive structure for State child support agencies. -.Under the
-proposal, the Federal, govemment would assiume about 87% of all child- support
expendltures and recoup 40% of progfam savings. ‘Overall, the changes are intended
to generate more collections, and hence sawngs to the Federal and State -
governments : : :

cetim

Comments: : SR

Achieving the net savmgs depends heavﬂy upon States meeting rigorous _
performance standards. Specific legislative language will be needed -to more
accurately determme the savmgs associated w1th the changes ' |

Under current l,aw, States‘- “profit” from child support -- i.e. recoup more in
incentives and collections than they pay for administrative costs. Currently, States

proflt” by $500 million annually. ‘The proposed changes would generate $5 billion -
more in State “profits” over the next ten years, by increasing match rates and
collections. Evidence should be provided to support the proposition that a richer "
Federal match will result in improved State performance

Paternity Establishment --'Current pricing assurhes that 70% of mothers not
cooperating fully with the child support ageiicy will have patemlty establlshed |
. within one year. The ba51s for this assumpnon is not clear..

Under current law AFDC mothers are requlred to cooperate with the CSE agency in
establishing patermtles and support orders. Why are there, savings for the
cooperation’ pr0v151ons when they are current law?

- The interactions among child support prov151ons are not fully explamed in current
‘back-up documentation. For example, research shows that withholding licenses
- might increase collections by 3%. However the proposed CSE reforms are much
--widet in scope and the results of a single study (or proposal) may be diluted when
States implement the broad changes. To fully explain the child support estimates,
the detailed breakout of costs and savings by proposal should be accompanied by an
explanation how the proposals interact and how the line 1tems are dlscounted for
the mteracnons ' : '



4. Child Suppmt En'forcement' --_Automation’

- Proposal: : :

An ambitious automation pro;ect to overhaul existing State automated systems is
envisioned, as well as establishing Federal databases and central Tegistries. Systems
development costs would be matched at 90% . ‘ .

_ Comments: . = .o ' : ' : .

< Systems 1mplementat10n tlme frames and costs have hlstoncally been optmushc A

practical implementation plan and any new estlmates for Child Support Enforce—
ment automation should be provided. :

5. Child Support Enforcement -- Interaction with other prdvi’sions

. Pr0posal s o | pem

‘Many WORK partlcxpants would be treated as non-AFDC cases in child support
enforcement States would be allowed to disregard more than $50 in child SuPport'

' Comments

"' This could 51gmf1cantly reduce the amount of child support ava.llable to offset AFDC-

costs, significantly increasing the cost'of WORK/1 increasing net Federal costs of Child
Support En_forcement It is not dear if tlus is reﬂected in the pncmg ThlS should be

- clarlfled

B. TRANSITIONAL ASSISTANCE FQLLOWED BY WOR_K
1. Transitional Assistance Automation

-Proposal S R - :
"The welfare reform proposal rehes on automation to track chents, faclhtate
' programmatlc changes and reduce adrmmstranve expendltures

LComments: -

Given historical 1mplementat10n time frames and costs, the cost estimates may be
“low. No back-up for the administrative savings resulting from automation has:
been available. The plan for how States would implement. programmauc Opt10n5
. and the implications for systems costs should be prov1ded

Bk



D TwofiJARE‘NT PROVISIONS .

Proposal: '

States will have the option to remove all or some of the current ehg1b111ty ,
restrictions that prevent two-parent households from obtaining AFDC-UP, even
when income and asset levels are smular to those of one- parent famlhes

Com ments ' - - '
s Administrative Cosis—-Pncmg for this proposal should cons:der the addmonal

- administrative costs assoaated with caseload increases: 1f these costs areto be

subsumed under the teen case management granty-what will be the effect on the
service levels envxsxoned for teens currently eligible for benefits? ... "

IOBS/WORK/Ch!Id Care Costs--Cost estlmates for this proposal should include
the added-costs of providing training and possibly WORK for the added AFDC-UP -

- caseload Although JOBS-and WORK are to be capped the chlldcare that
, parhapants will need may be open-ended :

E. DEMONSTRAT{ONS
It appears that current cost estunates for demonstrahon programs assume that -

~demonstrations (and the benefits they give individuals) end abruptly. In general
‘demonstrations need to indude a phase-down plan so that beneficiaries gradually

 return to the regular program. Cost estimates for demonstration programs should - -

reflect gradual phase-outs {and phase-in's .where appropriate).

L MiérOen’terpri'Ses

_Pmposal _ : R
$10 million per year for- rrucroenterprlse demonstranon actwmes

Comments:
It should be clarified whether funds would be mandatory or dzscretlonary The

estimates do not appear to include salary and expense for SBA and HHS, as well as

evaluation funds for HHS. These items are generally con51dered discretionary.

-2 Matching funds for individual development accounts

_ Proposal: : :
$75 million per year for matching dep051ts into individual development acc0unts
with funds usable for self-employment/business capitalization, home purchase, ‘

e post secondary education, and retirement purposes
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‘Comments: . - '
Not clear whether-funds would be mandatory or drscretlonary No analysrs is
-available to determine whether there would be interactive effects wrth other
programs (e.g. Food Stamps) :

3.

Asset rules for assets. in mdividUaI development a¢counts (other than those
______ addressed immediately above) S _
Proposal ' SRR

Allow AFDC. (and Food Seamp?) apphcants and recrplents to put assets into o
individual development accounts, with modest penalhes for usmg them for non-
_ approved purposes : :

Comments o R - SR
Tt'should be clarified whether thlS item is mduded in the package and specrﬁoﬁ '
‘ should be prowded

. 4. Child Support ' Assurance Demonstrations.

Proposal S : : _
~ Child Support Assurance demos -- Up to six States would test the SUCCEsS, of the a
: government guaranteemg child support payments -

Commen ts

It should be clarified whether fundmg is mtended to be open ended mandatory,
_capped mandatory or discretionary? ‘If open- -ended, would there be a limit on the

number of partrczpants, or could the demonstratlon include all of the six largest

States? :

F. IMPROVING GOVERNMENT ASSISTANCE

1. State 'ﬂexibilit;g on earned income and child srr;gport disregards L

= Proposal

States would be required. to dlsregard the first’ $120 in monthly earmngs with States

"deading on any percentage disregards in addition to the $120. For chlld support, o

States would be able to disregard more than the current $50

Comments: :

Estimates assume ‘that States would i increase total beneﬂts to reczplents by $250

- million per year over and above the cost of current waivers. The basis for the cost
-estimates is not-clear. Pricing should factor in Medicaid, Food Stamp, and child care

-5
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*effects. o o

-2 Conform AFDC to Pood Stam'p asset rules (except for automoblles)

| Proposal
Legislation would have AFDC adopt Food Stamp asset rules w1th the exc:eptlon of
the automobile exclusmn Regulauons would be 1ssued to increase the AFDC auto..
exclusion. . CoTT :

—-

~ T,

: .Comments DR e e L - CEORTE L Sesiwogpenie e

. It appédrs the estlmates assume: that hberahzmg the automoblle asset'£6st by ,
- regulation will reduce the cost of increasing the liquid asset allowance: Since . - e

estimates must be against the FY95 Budget baseline, new regulatory changes may not

reduce scorable COStS. Medlcaid costs do not appear to be mduded and should be

- 3. D1sregard the EITC from assets for a year. after recezpt
Proposal - |
Disregard the EITC from assets for a year after receipt. Presumably, each famtly s
asset limit would equal the basic asset limit plus the lesser of their EITC refund and
their subsequent minimum hqmd asset balance.

" Comments: : )
Disregarding the EITC for a year after recexpt for apphcants effectxvely increases the
liquid asset limit by up to $3,370 (for a-total of up to $5,370), depending on family size
-and prior year earned income. The added eligibles and administrative complexity do
not appear to have been factored in to cost estimates. Medicaid costs do not - appear
to be mcluded and should be.

| 4. Conformmg AFDC policy on correcting underpayments to Food Stamp policy.

Proposal: :

. Food Stamps will repay up to 12 months of agency- -caused underpayments and no

~client-caused underpayments AFDC currently repays w1thout regard to time or
who was responmble for the error. - .

Comments: ' |
. While information for pncmg is limited, it would be helpfu} to understand the
assumptions used to estimate this item. : -
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CROSSCUTTING ISSUES -

- 1. Federal Matéhing Rates -

Proposal S ‘ _
Federal and State govemments would share any new net costs of Welfare reform at
- an 80/ 20% spht respectively. o "y

-

Comments

mnesi Al existing line items in the table should be showii"at current:law matching rates

‘and-the proposed matching rate (with a new ling#6r aggregate matching rate
-.adjustments in welfare programs as-a whole.) That display would facilitate” S
estimating the effects the proposed matching rates has on total spending and

- financial management.” A full fiscal accounting under each; program of Federal and
-. State by ‘State outcomes should also.be prov1ded X S

ey

2. Food Programs and Med1ca1d Costs o

Proposal: - Lo R
.N/A, > :
Comments - ' o
In order to accurately pnce the program the collateral effects of the new .
]OBSf WORK and IGA on existing Food Programs, EITC and Medicaid programs ,
--should be prowded FNS, HCFA, Treasury and others should be asked to provide
comments and pricing on the Task Force's proposal. For example, income earned
while on the WORK program will be treated as earned income for the Food Stamps
program.” This will most likely increase Food Stamp benefits for those beneficiaries.
Similarly, changes in two—parent prov1sxons cou.ld increase the number of people
eligible for Medlcald . ‘ ‘ - '

3. Baseline .'

Proposal: . g
- Current law..- C

Comments: ' e o
Under the Budget Enforéement Act, the Welfare Reform proposal must,.prxced off of
the January baseline. Savings from EITC and Health Care Reform cannot be
=assumed in pricing the proposal. If current cost estlmates are. not based on the OMB
January 1994 baseline, please do so. : o :
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4. Interactions Among Provisions

Proposal:
N / A

C omments i : sl '

It is not clear how many interactive. effects among provisions have,‘mcluded in

pricing so far. For example, the WORK program might treat Child Support as non-

AFDC collecuons, rather than AFDC collections. This rmght decrease the savings

from child support pr0v131ons .1t should-be noted where items have been’ priced
_interactively and wherg,;;hey nught be 1nteract10ns but they have not been prlced

-

5; Cost~neutral‘waivers Lo

evam o

-

Proposal '
Some States have cost-neutral waivers to demonstrate some of the changes that
would become national poh_cy or State options under the current proposal.

Comments: . ‘ '
“Although under cost neutrahty waivers may shift the fiscal years in which costs
occur, they do not reduce the total cost of ‘any of the leglslatwe proposals. The

_ proposal is priced in such a way that cost neutral waivers may be used to lower cbsts.
: Th1s should be clanﬁed and eliminated if true '

6. Outlavs V5. budget authontv

Proposal: NA

Comments:

It is not clear whether estimates are budget authonty or outlays Tables need to’

- show both budget authority and outlays It is likely that budget authority and .
outlays will be the same for some prowsmns, with budget authonty hxgher than .
outiays for other prov1510ns ' : -

s
Y

et
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CONGRESSIONAL BUDGET OFFICE June E. O'Neill
U.S. CONGRESS : Director
WASHINGTON, D.C. 20515

March 31, 1995
Honorable Bill Archer
Chairman
Committee on Ways and Means

U.S. House of Representatives
Washington, D.C. 20515

At the request of your staff, the Congressional Budget Office has prepared the
enclosed cost estimmate for HR. 4, the Personal Responsibility Act of 1995, as
passed by the House of Representatives on March 31, 1995.

The bill would affect direct spending and thus would be subject to pay-as-you-
go procedures under section 252 of the Balanced Budget and Emergency

Deficit Control Act of 1985.
If you wish further details on this estimate, we will be pleased to provide
them.
Sincerely,
t
une E. O’'Neill
Director

Enclosure

CC: Honorable Sam Gibbons
Ranking Minority Member

/g
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COST ESTIMATE

L  BILL NUMBER: HR 4

2. BILL TITLE: The Personal Responsibility Act of 1995

3. BILL STATUS: As passed by the House on March 24, 1995.

4. BILL PURPOSE:

FPAGE

March 31, 1995

To help children by reforming the Nation’s welfare system to promote work, marriage,

and personal responsibility.

5.  ESTIMATED COST TO THE FEDERAL GOVERNMENT:

DIRECT SPENDING

The bill would affect federal outlays in the following mandatory programs: Family-

Support Payments, Food Stamps, Supplemental Security Income, Medicaid, Child
Nutrition, Foster Care and Adoption Assistance, and Family Preservation. Additional
funds would be devoted to certain drug treatment programs witbout the need for
anmua] appropriations. The following table shows projected outlays for these programs
under current law, the changes that would stem from the bill, and the projecied

outlays for each program if the bill were enacted.

- {Outlays by fiscal year; in millioes of dollars)

1995 1996 1597 1998 159% 2000

PROJECTED SPENDING UNDER CURRENT LAW
Family Support Paymenis® 18,223 18564 19,48 19,534 201w 20,793
Food Stamp Progeam : .10 . 25,950 7750 22,900 30390 | W0
Supplemotal Sonurity Inoogs® 432 24497 BEH 32,967 %109 - RT7e9
Medicad - : 82,214 99,292 211042 12,060 138 230 148,116
Child Nutrition Programs 7,985 £499 9,065 9,655 10291 1092
Foster Care and Adoption Assistance ‘

* and Family Preserviition® 31540 4,145 4,505 £.930 5356 5,809
Drug Treatment Program® o a 0 Q Q 4
Totat 168 406 180,908 199,936 Z15.056 2371 260,419

{coutinucd)

Arg
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(Outtays by fscal year, i millions of dollars)

1998 1999 20

1995 1996 1997
PROPOSED CHANGES
Family Suppcart Paymeosst L) -z la -2AB7 2,900 35 <121
Food Stampx: 0 1450 ~3581 <4393 5029 3,756
Sopplemental Seourity Incoone 0 -1.297 4050 4501 4855 5795
Medicaid 0 -106 -1,500 -1,655 1746 BT <rs
Child Nurririoa Progrems® 0 ~1,292 2,137 2456 -2,753 3104
Feuter CapofAdopticn AssSstance
nd Family Preservation (1) in 308 448 -09 =162

. Drug Teeateent Grant! B __0 45 o 10 100
Total Q 4136 -14115 16273 -18,456 -7
PROJECTED SPENDING UNDER HR 4
Family Seppors Paymens® B2 16,382 16561 15685 16,598 15672
Food Sarms: 5120 24,480 pa¥ 54 24 507 25361 25774
Suppiceaental Security Income ‘ P rr] 3,200 5544 25,456 31254 36,953
Mcdicaid - : 8,715 99,185 108,821 120,408 133,084 146,284
Child Nudrition Programs® : 7985 1207 6928 7240 7508 1818
Foster Caze/Adoption Assictaner .

and Family Prescrvasion’ 3,540 4317 4,203 ] 4,747 5,047

Drug Treatment Programs* Q 0 a5 . £ 100 100
Totni 168 406 174,772 185,821 01,783 218452 219,148

" Notex Dmikmynmmmmkbmm:dmndmg

Under carrent law, Fmﬂy&xppunhymﬁmduﬁ:sspcndmgmMmFamﬂmmchmm(m
AFDCorolated child aare, adminjomative oosts for child support caforocment, net foderal saviags from child suppor
collecrsons, and the Job Opportusities and Basic Skills Training program (JOBS), Under propased Law, Family Support

. Payments would include speading oo the Temporany Assistanes for Needy Familics Block Grant, adminkstrative costs for child
.wppmm!u:mgndm[dmlm&wchﬂdmppoﬂm

Under qurreat law, (hild Nutrition Programs refer @ direct spemding suthotioad through the National Schoed Lanch Act
and the Child Nuttiion Act. Under propescd law, Chikd Nutrition Programs rcfer to dirsct spending that would be
avthorized by the School-Based Nutrition Rlock Graat Frogram.

Under current Law, Foster Care/Adoption Assistance and Family Preservation refers to direct spending suthorized throngh
Titkes IV-B and [V-E of e Social Seceaity Are  Under proposed law, Foster Care/Adoprnn Assisaocs aod Family
Pressonation refers 1o divect spearding that would be authorized through the Child Protection Biock Graat

TbmhmﬁkhmmwmmmmeﬁmwﬂdmmMWﬂmﬁngfwm
frearent programs that are coreatly funded wholly through discrefionary appropriatons.

The direct spending costs of this bill fall within budget funcuons 560, 550, 600, and
750

/8
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AUTHORIZATIONS OF APPROPRIATIONS

H.R_ 4 would replace the authorizations of appropriations for existing child welfare
services under Part B of Title IV of the Social Security Act and other laws with a
disc:teuonary portion of the Child Protection Block Grant The bill would also
incredse the anthorization of appropriations for the Child Care and Development
Block Grant and wonld repeal three small child care programs. In discretionary child
nutrition programs, FLR. 4 would repeal the Special Supplemental Food Program for
Women, Infants, and Children (WIC) and federal administration for child nutrition
programs and would authorize a new Family Nutrition Block Grant Program
Commodity distribution programs would be consolidated and reauthorized. The
following table compares the authorizations stated in the bill with the 1995
-appropriations for comparable discretionary programs, or with 1995 appropriations
adjusted for inflation.

Section 801(b) of the bill specifies that the discretionary spending limits in the
Balanced Budget and Emergency Deficit Control Act of 1985 are to be adjusted each
year based on actual appropriations compared to the level appropriated for 1995.
Therefore, if appropriations equalled the authorized amounts, the discretonary
spending limits would be increased by the difference between the authonzation level

under H.R. 4 and the 1995 appropriation, as shown in the table.
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(by fiscal yearr, in millions of doliars)

1995 1996 1957 1998 1999 2000

PROJECTED APPROPRIATION UNDER CURRENT LAW

1995 Appropriation 5214 5214 S214 5214 5214 5214
Estimated Outlays : 5,109 5456 5546 5449 5209 5232
1995 Appropriation |

Adjusted for Inflation 5214 5388 5570 5,773 5970 6,180
Estimated Qutlays 5,108 5,580 5853 5963 5919 6,145
PROJECTED CHANGES
Compared 10 1995 Appropriation® 0 2383 2.,565 2,728 2917 3,109
Estimated Ourlays 0 2,512 2,704 2,562 2916 3084
Compared 1o 1995 Appropriation

Adjusted for Inflation 0 2,209 2209 2,169 21581 2143
Estimated Outlays : 0 2,779 2387 2,049 2206 2,171

AUTHORIZATIONLEVEL UNDER HR_ 4

Estimated Authorization Level 5214 1597 1,779 7542 8131 338
Estimated Qutlays 5,109 8368 8,250 8012 8125 8316

*  If appropriationsin each year equal the anthorized levels, the discretionary spending lirmits would
© be increased by these amounis.

The bilPs costs associated with authorizations of appropnanns fall within budget
functions 500 and 600.
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6. BASIS OF ESTIMATE

CBO released a detailed estimate of H.R. 1214, as introduced, in a letter to Chairman
Archer on March 20, 1995. CBOQ estimated that HR. 1214 would reduce direct
spending by $6.2 billion in 1996, by $15.1 billion in 1997, and by growing amounts
thereafter—culminating in a $22 billion reduction in 2000.

In floor action later that week, the House adopted several amendments and passed
the amended bill (renimbered as HR. 4). The following table shows projected outlay
savings associated with HR. 1214 as introduced, the changes in estimates due to
adoption of floor amendments, arnd the projected outlays for HLR. 4 as passed by the
House of Representatives.

(by fiscal year, outlzys in miilions of dollars)

1995 1996 1997 1998 1999 2000

DIRECT SPENDING
HR_ 1214 AS INTRODUCED 0 6191 -15068 -17208 -19253 22,031

FLOOR AMENDMENTS
Estimates relative to )
H.R. 1214 as introduced 0 55 - 953 935 197 760

H.R. 4 AS PASSED " 0 6136 -14115 16273 -18456 21271
PROJECTED G

‘DISCRETIONARY SPENDING
HR. 1214 AS INTRODUCED : Q0 27T 2554 2412 2766 2,934

FLOOR AMENDMENTS
Estimates relative to
HR. 1214 as inaoducad 0 135 150 150 150 150

HR. 4 AS PASSED o 2912 2,704 2562 2916 3,084
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The most significant revision to the estimate stems from an amendment preserving
eligibility for federal welfare benefits for certain legal aliens who are physically or
developmentally disabled. Legislation passed last October (Public Law 103-416) made
it easier for such aliens to become naturalized citizens by exempting them from the
English and avics examinations. For this and other reasons, CBO assumed in its
estimate of HLR. 1214 that a Iarge fraction of aliens in the Supplemental Security
Income program would naturalize in the next five years. The floor amendment would
make it less burdensome for such aliens to retain their benefit eligibility; for example,
they would not need to apply for naturalization, pay the $90 fee, and wait for a year
or more to complete the process. Therefore, CBO assumes that the amendment
would preserve eligibility for SSI benefits for approximately half of those disabled
aliens who would otherwise have been barred from the program under H.R. 1214.
Savings in the Medicaid and food stamp programs would also shrink. As CBO has
emphasized, all estimates of savings from reducing welfare payments to aliens are
bighly wuncertain; in this case, major uncertainties surround future rates of
naturalization and the definitions of "physical or developmental disability” that will be
used by the Immigration and Naturalization Service and the Socal Security
Administration as they carry out the law.

Other floor amendments—chiefly one that would deny food stamps to parents who are
in arrears on their child support payments and another that would permit states to
suspend drivers’ licenses in similar sitnations (thereby spurring parents to catch up on
payments)--are expected to save less than $100 million a year in direct spending,

Another floor amendment added $150 million a year to the proposed discxetionary
block grant for child care in 1996 through 2000. The limits on discretionary spending
would be adjusted accordingly.

7. ESTIMATE PREPARED BY:

Kathy Ruffing, Dorothy Rosenbaum, John Tapogna, Robin Rudowitz (226-2820)

8. ESTIMATE APPROVED BY: | ; A
o | d%/uf Uon e LJelor

Paul N. Van de Water
Assistant Director
for Budget Analysis
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TO: David Ellwood

FROM: Wendell Primus and Jennifer Mezey
DATE: October 17, 1994

SUBJECT: Revenues for Welfare Reform

The following table provides a summary of the Administration’s original revenue estimates,
the difference between our estimates and those of CBO and the revenues that have been lost
to GATT. The CBO estimates are unofficial. The final column represents the
administration’s revised estimates if we adopted CBO’s revenue estimates and adjusted for
the lost funds.

Summary Revenue Table
(Numbers in Billions)

Administration’s | Difference | Lost Adjusted Total
Revenue ) Original _ with to Administration
Provisions Estimates CBO GATT Estimate
Emergency - .
Assistance ' - 1.6 0.8 -— 0.8
Immigrants 3.8 0.4 -— 3.4
DA and A 0.8 -0.8' 0.8 0
Farm Income 0.5 -0.1 -— 0.4
EITC ' 0.3 — -0.32 0.1
Superfund 1.5 -0.4 -— 1.1
Day Care Homes 0.5 -—- — 0.5
Other Expiring
Provisions 0.3 - -— - 0.2
TOTAL 9.3 25 1.1 6.5

1. The DA and A funds were not included in the CBO estimate because they were not specified in our legislation.

2. The EITC provisions for GATT involve revenue and outlay changes. The revenue portion raises $.05 billion and
the outlay portion saves $.25 billjon,




DRAFT

PROPOSED BUDGET IMPACT OF THE REVISED WORK AN])‘RESPONSIBI‘LI'I.‘Y ACT

. Five Year Federal Costs
(Outlays in Bllhons of Dollars)

CORE PROPOSALS OF THE WORK AND RESPONSIBILITY ACT

Current revised estimate . . . ... . e e e e

11.7

Offer states flexibility on phase-in . .. ............ e e e e e e -0.8
Reorder and change effective date of WRA child support distribution rules . . ... .. .. -0.3
‘W4 - New hire database mandate use in other programs (UI and - '
Food Stamps) .. . . P ) <
Count AFDC energy assistance as income for Food Stamps ... ......... ... .. .04
Give excess shelter deduction - only for expenses paid from counted income .........-0.4
TOTAL ........... Gt e et e e ar At ee ettt m s $9.5 billion

. CORE FINANCING FOR THE WORK AND RESPONSIBILITY ACT

New alien deeming proposal plus PRUCOL provision . . . . . L T i, 49
Cap on Emergency Assistance (modification of current proposal) . ..........1...-1.0
EITCProvisions . . . . ..o vttt it e ee e E R | B
Mandate federal tax offset for Food Stamps (AFDC overpaymcnts and ‘
other government payments still to be estimated) .. ... .. e ... 0.2
Allow SSI payments to be recovered from OASDI bcncﬁts L e e e 0.2
Child care feeding programs (current proposal) . . ......... ... e -0.5
State retention of recovered Food Stamps (current proposal) . ... .............. -0.1
TO‘TAL:.|.‘OOOCC’IOi;iili‘ﬂli!Oill.‘;tqlil"" u-v!»ooollru;c-‘p.‘$7-4'billi0n

FINANCING GAP . ....... PO e e $2.1 billion
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STRATEGIES FOR CLOSING GAP~

1.

DRAFT

PROPOSED BUDGET IMPACT OF THE REVISED WORK AND RESPONSIB[LITY ACT |

em‘- - o
$51

Welfare t‘or the Wealthy(

Limit farm deficiency payments to those with less than $100,000 in

off farm income (current proposal) . ... .. e e e
Railroad user fees (current proposal) . . . . L e .' e
_ Superfund (current proposal but pohcy very unclear) ...... e
AOther L e e e e L

Accountebiiity, Waste, Fraud and Abuse

Extend explrmg provisions in collectlon for prxmary private insurers before ,
Medicare pays . ......... e e e e e e e e
- 8§SI savings (unspecified) . ... ....... ... . .. ... . ... e
Increase EA savmgs 015
Increase EITC savings . . .. .............. e e

g:,omer . l’!mdwma N RV
1. :

More State Flexibility and Program Cuts

State Optlon to conform asset, ﬁhng units, car and accounting procedures c
“Cutdemosbyone-half . .. ... .. L L
Cut working poor child care to 1.0 billion over 5 years e e e e

Increase EA savingsto 1.5 . ... ... e e

IF‘J‘H\ .3

Caveats ' e _.\ Lo

‘These numbers represent agency prlcmg and not official scormg
These numbers are highly preliminary and are sub]_ect to change.

ox{are =S

These proposals have not been priced against the new baseline.. g st
Not all policies have been spemﬁed or determined.” - : JoBs cap ©.3
These policies do not represent a consensus recommendation of the Working Group co-chairs.

Proq.0 LL-2.3

: Five Year Federal Cost
(()utlays in Bllllons of Dollars)

....... 03 v
..... .02

...'....-31
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DRAFT

PROPOSED BUDGET IMPACT OF THE REVISED WORK AND RESPONSIBILITY ACT

CORE

PROPOSAL OF WORK AND RESPONSIBILITY ACT

Current revised estimate ., . . .. . ... . .. .. e s 11.7
Offer states flexibilityonphase-in . ... ... ... .. ... . . ... .. ... L ... -0.8
Reorder and change effective date of child support

distributionmales . . ... ................ e e e e -0.3
W4 - New hire database - mandate use in other programs (Ul and

Food StmpPs) . ...t i i e e .. 0.3
Count AFDC energy assistance as income for Food Stamps . . ... ............. -0.4
Give excess shelter deduction only for expenses paid from counted income ......... 0.4
TOTAL ........... Ve e e Lea et eser s s e oo oo $9.5 billion

CORE FINANCING FOR THE WORK AND RESPONSIBILITY ACT

New alien deeming proposal ........ AU e e e -4.9
Cap on Emergency Assistance . .. .. .. .o ittt it e -1.0
Provisions to stem EITC abuse . . ... ... ...... . ... .. .. -0.5
Mandate federal tax offset for Food Stamps (AFDC overpayments and

other government payments still to be estimated) . . ... ... .. ... .......... -0.2
Allow SSI payments to be recovered from OASDI benefits . . . ... . ... ......... -0.2
Child care feeding programs (current proposal) ... ... ... .. ... v i ... -0.5
State retention of recovered Food Stamps (current proposal) . ... .............. -0.1
TOTAL ..... e Ciedceasaaa e iaea Cer e -$7.4 billion



12706/94 09:49 8202 690 6562 _ DHES/ASPE/HSP @003

'DRAFT

PROPOSED BUDGET IMPACT OF THE REVISED WORK AND RESPONSIBILITY ACT

STRATEGIES FOR CLOSING GAP
1.  Accountability, Waste, Fraud and Abuse

Extend expiring provisions in collection for primary private insurers before

Medicare Pays . . . . . e e e e e e e e e e e -3.0
SSI savings (unspecified) . . ... .. ... ... ... ... . e -1.0to -3.0
Increase EA savingsto 1.5 .. .......... e e e e e e e 0.5
Increase EITC savings . . .. .. ... .0 v ittt e e e e e e NA
Increase aliendeeming . ... ...... ... ... . ... .o i oo -1.0t0 2.0

II. Welfare for the Wealthy

Farm deficiency payments cut off $100,000¢total ., . ... ... . ... ............ -1.2

Non-farm deficiency payments cut off $100,000total ... .......... I -0.3
Raijlroad user fees (current proposal) ............. e e e e e e -0.2
Superfund . . ... e e e e e e -0.6

. More State Flexibility and Program Cuts

State Option to conform asset, filing units, car and accounting procedures . . . . . -0.8t0-1.5
Cutdemos by one-half . .. ... ... .. .. ... . i e 0.2
Cut working poor child care to 1.0 billion over 5 years e e e e e -0.6

Increase EA savings 10 1.5 . . . . . .. e e -0.5
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'NOTES FOR REVISED COST TAELE

General

1. These estimates are all preliminary. We will have new baselines in a few weeks which will
change many of our revised estimates. We are also still examining our assumptions and
+ estimating - techmques The revised numbers have not been reviewed by OMB.-

Y

2. Column 1 Tepresents our orlgmal five year federal estimates for the 1994 WRA.

3. In column 2 the estimates our revised to correct mistakes in our original estimates, adjust

baseiines and incorporate CBO scoring methodology when appropriate.

4. Column 2 uses AFDC and Food Stamp eslunates from the FY95 baselines and Medicaid. per

capitas from estimated FY9 baseline.

. Column 2

Parental Responsibility

1. . The minor mothers estimate decreases bec'aus_e the Medicaid per ca'pita costs decrease..
2. -The child support enforcement estimates chahge for the following reasons:

L movmg the baselme from FY1995 1999 to FY1996~2000 Tms increases the caseload

numbers;
e reductions i Medicaid per capitas decreases the savmgs due to caseload reductlons
K - and medical support enforcement; :
- @ . increases in regular ADP costs to account for capamty increases. needed in exnstmg
_ state systems, many of which pre-date the Family Support Act requirements;
. corrections to the universal services and administrative authority provisions estimates
: ~to account for activities already taking place under current law (reduced savings);
L correction in the Food Stamp costs to estimate on nnplementanon of the Leland

- Amendments. The original estimate overestimated Costs because current law child
. support collections were not included. _
L estimate (for the first time) thie interaction between the Federal tax offset changes and
‘the ‘lump sum AFDC rules. The five year federal costs estlmated at $150 million
(including Food Smmp savmgs) SRR X

CBO’s cost estimate is still believed to be about $230 million lugher than ours since CBO
does not anticipate as much increase in child support collections from paternity estabhshment :
efforts as are assumed in the HHS esttmate :

* Making Work Pg;.g

1.~ The cost of child support and earned income disregards decreases because of the decrease in
Medicaid per capltas However, the overall costs of the disregard have increased. This is to
correct an etror in the original Adm1mstratlon cost esttmate In the original cost estlmate it
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_was intended that states with half of the AFDC caseload would unplement a policy that was ‘
equivalent to removing the time limit on the $30 and 1/3 -disregards, and that the remaining

states would maintain current law. However, the cost estimate reflected a policy where
states with half of the caseload would remove the time limit on the $30 and 1/3 disregards,
and that the remaining states would disregard only the new federal minimum. This was not
intended, and has been corrected in the column 2 estimate. ' :

Trahsitional Assis_tance Fo]iowed by Work

1. Additional JOBS spending decreases because, with the .increase in the estimate for enhanced
teen case management, states will not be able to serve as many people in the JOBS program
as we had previously believed. -The teen case management estimate has been corrected
because we had originally assumed that more people were covered under the baseline than

. actually are under current law. SRS

2. - The cost '_of provrdmg child-ca're to JOBS and WORK participants increases because we have -
- increased -our unit costs to.take account of the new ACF-108 data and CBO estimates. We
are also estimating the total number of participants instead of just the net number as we had
~ previously done. The Transitional Child Care estimate also increases because of the
increased unit costs and baseline shifts. The Child and Adult Care Feedmg Prograrn cost
increases as the child care cost increases.

3. The AFDC caseload reductlon savings decrease because we no longer take AFDC savmgs for -
the increase in the number of part- ttme workers - : :

4.  The Food Stamp sav'mgs decrease because we lose some savings from the part-ltirrle Workers
and because of a technical correction in the Food Stamp methodology. '

5. .-The Medicaid.savings- decreaSe-because of the per. capita .adjustments. :

6. The EITC outlays decrease because we no longer have earnings assocnated wrth AFDC part-
time worlcers :

Improving Government Assistance

L. .AFDC UP costs have increased since our original estimate. In the original administration

* cost estimate, California was taken out of the analysis because the state has relaxed the 100-

* hour rule under a-cost neutral demonstration. However, that demonstration expires in FY
"99. Therefore, costs have mcreased in the fifth year (FY 00) to account for inclusion of
California. : :

2. CBO did not score any saving for the "Fill the Gap" proposal. CBQ felt that the legislative
language did not achieve the policy intent, and would not result in any AFDC savings.
Therefore, in "column 2,"” we remove roughly $75 million per year in AFDC savings
attributed to this proposal.' : B '

3.° * Other minor cost changes may be mcluded ina ﬁnal estimate of the. Admtmstratton s bill;
however these adjustments have not been completed at this trrne ' :
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" PRELIMINARY DRAFT
FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM PROPOS
" FOR ELEMENTS OF A WELFARE REFORM PROPOSAL :

Ol‘i inal Revised
ear 5 Year
Federal . Federal

PARENTAL RESPONSIB]LITY
Minor Mothers ' . : (105; 95;
No Additional Benefits for Addmonal Chlldren : 45 E4S
Teenage Parent Educational Attamment ‘ 10 10
Comprehensive Demonstration Grants ) . : 100 100
Teenage Pre &nancy Prevention Grants - o 300 300 ..
Access and Visitation Grants - o . oo : 40 40
Child Support Assurance Demeonstrations T 140 . 140.
Child Support Enforcement ] ‘ ' o
Net Effect of Child Support Proposal ‘ . L 240 620 .
Medicaid Savings from Caseloa Reductions B (325 2710
Computer Costs - . %83 : %gg
SUBTOTAL, PARENTAL RESPONSIBILITY o . 640 1,085
MAKING WORK PAY ' ' _
Al-Rlsk Child Care Expenditures (includes R and E TAP 1,600 1,600
State Demonstration Projects for Advanced Payments of EITC . 50 50
State Flexibility' on Earned Income and - . -
Child Su R‘ort Disre rds : - 6l5 765
SUE KING WORK PAY . . 2,265 2,415
TRANS[TIONAL ASSISTANCE FOLLOWED BY WORK _ . o
Secretarial Fund ’ ‘ ' : 300 300
Addntmnal JOBS Spendin Eg _ . , 1,990 1,565
RK Operations and Employer FICA . : . . - 825 - 825 .
Work Expenses ‘ : T 220 220
Administrative Costs . ' o 75 75
Additional Child Care Spend for JOBS ‘ - 1,680 2,610
- Child Care Spendin R%( ' - 365 610

“Transitional Child are - . 295 - 405

. Chitd Care Monitoring and Licensing : 60 .60
Child and Adult Care Feeding Program alt child-care) . 225 290
". .. Non-~Custodjal Parent JOBS/WORK EGross) o ' T35 125
Non-~Custodial Parent JOBS/WORK (Savings) : {140) (140)
_ Enhanced Teen Case Management 20 745
ADP Federal and State Systems - ‘ . 825 825
Enhanced Admm:strauve Efficiency - _ - o (290)_ {280y
Caseload Reduoction and Sanctions ‘ (1,035 650
Food Stamp Savings . . {495§ gHO;
Medicaid Savings . : , _ 470) 350
_EITC Qutlays R : C o ‘ 540 335
SUBTOTAL, TRANSITIONAL ASSISTANCE - _ 5615 7,620
MROVING GOVERNMENT ASSISTANCE (IGA) T _ .'
Remmre Twa Parent (UP) Restrictions = - C. ) 710 735
IDA!Mjcroenterprlse Demonstrations . - . - 50 C 50
Generally Conform Resource Limit and Exclusion , ‘
Rules to those of Food Stamps 330 330
Increase by 25% Territories” Caps and . .
Adjust for Inflation - o ’ 105
All Others- ce ‘ . (105) 5.
SUBTOTAL IGA o : . 1,090 1,225
Tribal TAP (JOBS/WORK ' : 160 - 160
Research and Evaluation AP (JrWAt-Risk mcluded above) o ) 130
Qutlay effect - : - (5 30) ©(710)
" GRAND TOTAL 9370 11,925

' "CBO GRAND TOTAL . 11,800

Nnté 1: Parentheses denote savings.

° Note 2: Five Year Federal esilmates represent the following state match rates: services ot §7% (JOBS match+5) 1n 19

69'% (JOBS match+7) In 1999, and 71% (JOBS match+9) tn 2000; benefits at current match rates;
benefiis at curvent match rates,; child support Iz malched at rates specified in the hypothctlcal plan;
comprehensive demonstration grants, teenage pregnancy prevvention geaints and IDA/Microenterprise demons
grants are maiched at 100%; and other demonstrations ar matched at 90%

Note 3:  Totals meay not add due to rounding

Note 4: See attached pages for more detailed notes.



'DRAFT

NOTES FOR REVISED REVENUE TABLE

General
1. .Column 1 represents the Admunstrauon 8 ongma] revenue estimate.
2. '_Column 2 shows these estimates after revenues were. lost to GATT and adJusted to -
match CBO scorlng
3. Colunm 3 shows further modlﬁcatlons on these estimates for techrucal correctrons or
‘ other assumpnons :
Column 2
| CBO's estimate of the decrease in Em'ergency Assistance was $.8 billion Immigrants.
~was $3.4 billion, farm income ‘was $.4 billion, and Superfund was $1.1 billion.
' Column 2 is ad]usted to take these estunates into account,
2. The money ra:sed by DA and A provrsrons ($ 8 blllron) was put into GATT Also,
- the EITC provisions were put into GATT. The revenue portion ralses $.05 bllhon .
and the outlay portlon saves §. 25 bllhon : :
Column 3
i. * The new Administration estimate for the Emergency Assistance cap is $1.5 billion
" over five years. We believe that the cap on Emergency Assistance will be scored =
between, $1-billion and $1.5 billion. ‘We do not know what CBQ’s estimate will be.
 The revised hnmigrant' estimate of savings from the two neneitiZen proposals included’

~in the. original WRA shows the following changes: (1) the reference to PRUCOL in
. the Social Security Act is deleted and the specific immigration statuses that would be

eligible for benefits under AFDC, SSI, .and Medicaid are listed; and (2) sponsor-to-
alien deeming ‘is maintained and extended to 5 years under SSI, AFDC, and Food

- Staraps, and all sponsored immigrants whose sponsors’ income exceeds the median

family income measure from year 6 until citizenship are made ineligible.



_ ‘PRELIMINARY DRAFT
REVISED REVENUE TABLE FOR WRA 1995

(Numhers in billions) el

~ Revenue : " . ~ Original Revised Modified
Provisions - - o : - Estimate Estimate FEstimate:
Emergency Assistance 1.6 - 0.8 1.0-1.5
Immigrants ‘ 3.8 34 4.0 -
‘DA and A 0.8 0.0 0.0
Farm Income 0.5 0.4 0.4
EITC ‘ - 0.3 0.0 - 0.0
Superfund ’ 1.5 1.1 0.0
Child Care Feedmg Program - 0.5 0.5 0.5
Other Explrmg Provisions 0.3 0.3 0.3
TOTAL 93 6.5 6.2-6.7
TOTAL without farm income 5.8-6.3

See attached page for notes.
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DIFFERENCES WITH CBO. =

- PRELIMINARY REVISED COST ESTIMATES OF WRA -

-Original -Administrafioi) Estimate -

-$9.3 billion

Revised Administration Estimate
(making technical adjustments

 $11.9'billion -

to estimates and using CBO scoring).
CBO Estimate ‘ '

HSP Preferred Estimate (same as revised
Administration estimate above with net
-savings for increased part-time work
effort. Also we believe that our .
immigrant and emergency assistance .-

- $11.8 billion -

$11.7 billion

scoring is better.)




"DRAFT . o o

"SAVINGS PROPOSALS

Five Year Savings

1. Increased Efficlency and Reduced Fraud and Abuse
Mandate federal tax offset for Food Stamps (AFDC overpaymems and other govemment
‘ payments still to be estimated). : o
" Allow SSI payments to be recovered from QOASDI beneﬁts
EITC abuse - undocumented aliens.
~ EITC abuse (EITC adult must be the same as AFDC adu]t)
. EITC abuse (Paternity estabhshmcn[)
W4 - New hire database - mandate use in other programs (Ul and-Food Stamps)
Extend Medicare secondary payer provisions.

2. Benefit Coordmat:on and State Flex;blhty : .
: For children of nadocumented aliens only, change the benefit to thaL prov 1ded as the

difference between a one and two person family. Com;‘-?fvf'luv’-t ?

Eliminate AFDC payments (o families above Food Stamps income eligibility level in a
three generation household.

~ State option to have 'AFDC program adopt Food Slamp ﬁlmg umt

SSI units : -
Qther units

Increased enforcement of medical'suppoﬁ.

State option to conform assels, car and accountisg prows:ens

Count AFDC energy assistance payments as income for Food Stamps

Count cash energy assistance payments as cash in calculatmg excess. shelter deducuons. '

Eliminate Food Slamp shelter deduction if. recewmg housmg benefits.

3. Current Plan Changes (JOBS/WORK/Child Support Enforcemem)

Aliow completz phase-in flexibility in phase—m (musl cover 143 of all rccnplcnts)
. thereby reducing child care costs. o :

" Cover those bom after 1975 and ccmplete ﬂex1h|11ty beyond that.

Fees for non- custodial parents,

Reorder child support distribution rules.

Change effective date of distribution.

‘Reduce working poor child care increase to $l .0 bitlion over five years.

Allow CWEP instead of work for wages.” \

Take credit for payments to Social Secunty by.ch.anging accounting rules.

- 4. Aliens
Currcnt proposal. :
Alternative proposal including Medlcand {10 year deemmg Medtcare buy-in).
Alternative proposal including Medicaid (10 year deeming. with Medicare huy in but
“allow. aliens to get Medxcaud long-term care services).
5. 851 Kids - :
Change deemlng niles (no medicaid savings, start phase out at 66% of poverty).
Reduce benefits to fevel when llvmg in a household of another (1/3 reduction).
Pre Zebley. : . :
MecCrery/Santorum amcndmcnl to convert all chlldren to voucher..
Convert 1/3 of cash payment to voucher.

15

(in billions)
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Proposed Budget Bnpact of the'Revised'Work and "R'esponsib'ility Act (WRA)

Revised Estimate of Proposals in Current Bill ...... “ e

Changes in Policy

Change phase-in strategy to cover those born after 1975 and
give states complete flexibility with a requirement on what | -

percent of the caseload is subjected to the time limit . .
Reorder and change effecuve date of child support

distributionrules . .. ... ... ... .o 0L L.
Increased enforcement of medical support . .. ... ..

....................

.
....................

.. State option to conform asset, car and accounting provisions . .. ... .. P
Count AFDC energy assistance as income for Food Stamps . ... ... ... . ... A
Mandate federal tax offset for Food Stamps (AFDC overpayments and

other government payments still to-be estimated) . . . .

Allow SSI payments to be recovered from OASDI benefits . . . . . e L

...................

W4 - New hire database - mandate use in other programs (Ul and - |

Food Stamps) .. .-........... ... ... .. ....

---------------------

- ¥or children of undocumented aliens only, .change the benefit

. to that provided as the difference between a one and two
personfamily ~. . . ... ... o0 oL,

Cap on-Emergency Assistance (like the current proposal but

. with a less binding cap) .. ... ......... Ce

Provisions to stem EITCabuse . . .............. '

Alternative aliens proposal including Medlcald '
(10 year deeming - Medicare buy-in) .. ... ... .. o
Child care feeding programs (current proposal) Ce

....................

---------------------

.....................

......................

State retention of recovered Food Stamps (current proposal) e L

BALANCE  ........... e

--------------------

Preferred Opfions To Cover Remainihg Gap'(in- order of priority)

1. Extend Medicare secondary payer provisions . . ..
2, SSI savings (unspecified) . .................
3. Sum of provisions specified below ...........

“"Money from Emergency Assistance cap increase
g to -1.5 billion (current proposal) . ........

---------------------
----------------------

......................

- Commodity program income ineligibility (current proposal) ~ .. ... ........

Railroad User Fees (current’ proposal) ..... ..
Count cash energy assistance payments as cash in
calculating excess shelter deductions . . . .. ..

......................

Take credit for payments to Social Securlty by changing

accounting rules . .. ... ... L L.
Reduce At-Risk Child Care increase to $.9 billion
rover five years .. e PR

TOTAL BUDGET IMPACT OF REVISED WRA - Option 1
TOTAL BUDGET IMPACT OF REVISED WRA - Option 2
TOTAL BUDGET IMPACT OF REVISED WRA - Option 3

+

....................

ooooooooooooooooooooooo

------------------------

I T T T I I I T S S O]

11.7

-1.0

05

4.9

0.5
0.1

_2.0

-3.0

-3.0
2.2
0.5
0.3
0.2
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SST kids. B ‘ .
EA ‘ ' 1.0
Alien Deemlng 5,0
Count Energy Assmstance 0.8
‘Childcare Feeding 0.5
Fraud Stuff (.5 EIC,.3 W—4,
.2 FTROP, .2 SSI recovery) 1.0
' 9.3

W _for W Packaqe

‘Fraud[Abuse Package

Farm deficiency payments cut off “:;}“‘
5

$100,000 total 1.
Target School Lunch and CC feeding (3

Superfund (C&I) , 1.5
original Alien Proposal - ' '
(above median income .not ellglble

after year 5) , 3.§~1
‘ - : 9.4

;iof_
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Welfare Reform Financing Possible Themes

o Optlon One: "Our welfare reform saves money" (because it is
overfinanced and includes mostly poor people § programs as
offsets). |

o Option Two: "Our welfare reform cuts welfare for the wealthy
to reform welfare for the poor" (would need te include farm and
corporate subsidies, etc.). : - o

o Option Three: "Our welfare reform is financed by eliminating
fraud and abuse" {would need to include Medicare secondary payer
extender, EITC abuse, tlghtenlng up on sponsor respon51b111ty for
: allens, and some smaller items).

o Option Four: "Our welfare reform is paid for" (set of ad hoé
cuts, no theme; keeps financing out of plcture as much as -
p0551ble)




EXECUTIVE OFFICE OF THE PRESIDENT

 31-0ct-1994 06:27pm

TO: Alice M. Rivlin

FROM: Isabel Sawhilﬂ&‘

, ' Office of Mgmt and Budget, HRES
Lalad Matthew L. Miller

CC: William A. Halter

SUBJECT: . Welfare Reform

This is some background for your meeting tomorrow. If time
permits, we should discuss before meeting.

First, the numbers:

o Original proposal 9.3 B (5 years)
Financing:
o Lost to GATT
a DA&A
EITC (2)
- 1.1 B
© CBO scoring - 1.7 8B
"o Rémaining Offsets 6.5 B
Program Cost:
o CBO scoring .~ 2.5B
o Adjusted Cost - 11.8 B .
Total Gap (11.8 - 6.5) ‘ 5.3 B

Options:
o Pay for entire gap by finding new offsets of 5.3 B.

o Absorb CBO scoring dlfference by adjusting program or
legislative language to equal $9.3 B. Find new offsets of
$3.8 B. to cover the gap on the financing side.



o Propose a sighificantly less ambitious program that
doesn’'t require new offsets..

Possible Offsets:

o Extend deeming of sponsor income to citizenship instead
of for 5 years (3.8 B additional) - ST Al Mediiald

o Conform AFDC to FS 130% pov. eligibility (%7 B.)
o Deny EITC to parents with no established paternity (?)
" o Other EITC fraud abuse (?) ﬂoozoOmJQV

"o Limit DCTC to those with incomes under $110K (781 m)

SSA Debt Collection ($160 m - SST Zehra /disabled il (teon fikes)
° € © ($ ) - dem M{ ol pM imCo Lt
' o Bt \DHA-‘:ﬂ\-\'»\ Voarn,

- Pudicore 27¢ ta_ye-f prmmwrx (*35)
o Phase in more slowly : T EA -3 Frovmers - PE0pm -
‘ CCor Fred iy - GO
o Put cap on 'AFDC childcare so CBO will rescore -FLJShuVs'}b&AAM%&
Chil only - depm illegals
© Reduce or ellmlnate spending on chlldcare for working

Possible Program Savings:

{M "
poor _, ooy o ——
o Include tougher sanctions for those who are "fired" from
WORK job L Mo ey formsor meothus
: : , 38 foran ol acbabion o
Possible Legislative Strategy: tCol
: . ) : doswm-20-15 = WHE
o Assume must do on bipartisan basis._ if;iiiéﬁfzfﬁalﬂ

, _ Food Shrp dewmzimi Ho -
o Talk to moderates (conserv. Dems/liberal Reps) about what sz
they most like/dislike about our bill. Get clear on where
they agree with us on principals and where there are issues
we need to be ready to compromise on after bill
reintroduced.

o Submit bill without any major changes but with rhetoric
that leaves open possibility of compromise on above issues
and drives our opponents on right further right to point
where they lose credibility with public {(as in Contract
with America). _



