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

5 Year iO,Year "Steady 
"3/2/9410:58 1995 . 1996- 1997, 1998 1?99 Total 2004, Total State 

Subtotal Transitional Assistance/WORK ' 
. Option A ;. 

, '1 

,()ption B 
r 

Subtotal Parental'Responsibility 
Option A ~ 
Option B 

0 620 1,950 

0 455 1,360 
0 415 ' 1,235 

(5) (5) 465 
(25) (45) "75 
(25) , - (60) 30 

2,285 
1,420 
1,290 

795 
170 

,115 

3,ooo~, 

1,920; 

1,785 

865 
35 

(50) 

, -. - -~ 

~ 1, 

Subtotal Making Work Pay 
,Option A 
OptionB 

6,535 ' , N/A 
5,065 N/A 
4,955 N/A 

'-, 

N/A 
N/A 
N(A 

.1
0 500 1,000 

0 280 '. 555I 

0 ' o. 0 

,
1,500 ': 2,000 

835 1,110 

0 0 

2,500 
1;390 

0 

N/A 

N/A 

N/A 


HHS Subtotal Reinventing Government o o o o o N/A 
Option A o o ,0 . ·0 0' N/A 
Option B o o o o N/A 

!"; h 

HHS Proposal (5) 1;115 3,415- 4,580 . . N/A 
A Subtotal (2~) . 690 1,990 ~,425 N/A 
B 'Subtotal (25) 355 1,265 1,405 N/A 

i~,. 
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. PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTA TEl 
. i 

,~ 

'HHS Estimate (Feb 24) and 'two Possible Alternatives'
if: 

(By fiscal year, in inmions of dollars) 	 "', .~ 

5 Year ,10 Year Steady 
312/94 10:58' 1995 1996 1997 1998 1999 T9tal 2004 Total State 

• JOBS Prep: 	'case Management for Deferrals o· '15 50. 60 
A Limited Case Management for JOBS Prep o 10 25 30 35 li 

B No Case Management for JOBS Prep O· o o '0 o 
• Additional JOBS Spending: Participation assumed to be 

50% above in~nse saturation work demo' . 0 260 820 940. 980 2,244 9/ 1'2., ~oo Iyr
A: Participation 10% abave intense demo' . 	 0 190 610 700 730 'P'"::'"r~";I>"--:'{
B Participation 10% abave.intense demo 	 0 190 . 610 700 730, 

l>.';,...+~ 
rJ;..~

• WORK Program 2/ . o o o 120 620 	 8,790 9/ 
A .CiJpped Overhmd and part-time workers 


not eligible for AFDC after two ymrs o o 0' (65) 265 

B Same as option A o o o , , (65) 265 


• 	Child Care for JPBS /WORK Participants o 240 680 750 ·870 
A Child Care AsSociated with Option A o 150 415 #5 540 
B Child ea;eAssociated with Option B o 150 415 445 . 540 

~~ 

" .~, 

• 	Tran~itionalChild Care 3/ o ·85 250 300 350 J,5'. k~\';~~;*, 
A Alternative under review o 85 250 300 350 

, , 

B Alternative' under. remew . .,0 85 250" 300 350 

'lD#'10~" r~1.,• Enhanced Teen Case Management o 30 90 105 110 

A Cap admin costs for CIlSe management at $ 50 m. o 30 50 50 50 
B Defer o o o o o 

t' 
,;. 

17 	 1 
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~, " PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTA TE) 

. , HHS Estimate (Feb 24) and Two Possible Alternati'ves 
(By fjscal year, in millions of dollars) . 

. 5Year . 10 Year Steady
", 

3/2/9410:58 1995 1996 1997 1998 1999 Total 2004 Total State 

.' Economic gevelopmeilt: Microenterprise loans ~ . ! ~ , 
,", 

and Individual Development Accounts 4/ 0 0 100 100 100 o 

A Modest Economic Development 0 0 50 50 50 o 

B Defer 0 o . O· 0 0 o 


• Savings -.caseloadReduction 0 ' '. (10) (40) (90)· . (100) (250) 

A No change " 0 (10) (40) (90) ·(100) (250) 

B No change. ;', 0 (10) . (40) (90) (100) (250) 
\ 

SubtotalTransitional AssistancelWORK 0 620 1,950 2,285. ' 3,000 6,5~5, N/A. ", ~ 

A Subtotal 'i 0 455 1,360 1,420 . .' '1,920 5,065 ." NIA ,
B Subtotal 0 415 1,235 1,290 '1,785 4,955 NIA 

':~!' 

" 1:-' ~ 

. • .Require Minor Moms to Live with Parents 

A Noc~nge 
B No change~ 

i' 
~ 

• Comprehensive Demonstration Grants 
A Nochange 
B No change' 

0 
O· 
0 

0 
0 
0 

(45) 
(45) 

(~5) 

50 
50 
50 

'. (50) 
(50) 

. (50) 

50' 

50 
50 

(50) :" 
(50) 

'(50) 

.', 50 

50 
, 50 

(50) 
(50) 

(50) 

50 
50 
50' 

, 
'. 

'. 
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
,HHS Estimate (Feb 24) and Two Possible Alternatives 

" 

(By fiscal year, in mIllions of dollars) 
',5Year 10 Year ~teady, 

1995 1996 1997 1998 State 

• 
and 100 hou~ rule 5/ o ,0 440 680 945 

A Quarters of Wor~ Only '~ o o 220 340 475 
B Quarters of Work Only o o 220 340 475 

• 	No additional be~efits for additional ,children '(35) (00) (110) (140) ,(150) 

A Nochange (35) , (100) (110) (140) (15q) 

B, No change 	 (35) (100)' (110) (140) (150) 

• Child Support EnforceI'flent 6/ 
Paternity Establishment 5 20 (110) (165) (215) 

Enforcement(Net) ~ ; (10) (20), (65) (80) (320) 

Computer Costs 15 35 95 160 

Sub-tot~i CSE 10 '35. '_, ,(80) (8S) 


'A NoChange 	 10 35 (SO) i: (S5) (375) 
i' 

B NoChange 	 10 35 (So) i (S5) ,(375) 

• Non-custOdial Parent, Provisions, 	", o 30 85 110 165 . '-. 

A, Modest Non-custodial Parent Provisions ,0 ,15 ' 45, '" ~ 55 S5 
rB 	Deter o 0 o '0 o 

• Access Grants and Parenting Demonstrations 20' 25 30 30 30 

A Deter '0 0 0' 0 o 
8, Deter; o ,,0 o 0 o o 

t; 
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PRELIMINARY WELFARE REFORM COST ESTI:MATES(FEDERALISTATE)
?' , 11 

! l·' .HHS Estimate (Feb 24) and Two Possible Alternatives 
: ~ 

(By fiscal year, in millions of dollars) 

-Child Support Assurance pemonstnitions 0 - 0 100 200 . 250 <.:-~ No '.I 
A Limit and CapeSA Demos 0 0 50 50 '50 
B Defer 0 0- 0 0 0 

Subtotal Parental ResponsibilitY (5) (5) 465 795 86S:i . N/A 

A S~btofal , (25) (45) 75 170 . 35 
 NIA. 

B Subtotal. (25) (60) 30, 115 (50Y 
 NIA 

5 Year 10 Year Steady 
3/2/9410:58 1995 1996 1997 1998 1999 Total State 

. " 

. - ,Working Poor Child Care O' .500 1,000 ),500 2,000 

A Target Child Care at Parents 26 and under 0 280 555 835 '1,110 

B Defer" .~ ..O... .0 .0 0 0, 

, \ 
- Adval"!ce EITC 7/ O· 0 0 0 0 

A No 'Change ti, 0 .0 0 '0 0, 
B NoChange 0 0 0 0 0 

Subtotal MakingW~rk Pay 0 500 :,1,000 1,500 2,000 2,500 . N/A 
. A Subtotal ,,' "-' O. 280 ' 555 835 1,110 1,390 NIA 

B SJbtotal 0 0 0 0- 0 
~~'! 

; 
, 

. ! 
i 

; 0' NIA 
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE)" ., 
, HHS 
'. 

Estimate (Feb 24) and 
, 

Two Possible Alternatives 
, (By fiscal year, in million~ of dollars) 

5 Year 10 Year Steady 
3/2/94 10:58 , 1995 1996 1997 1998 1999 Total 2004 Total , . State 

• Asset Rules, Filing Uriit" 
Simplification of Earnings 
Disregards, Accounting and 
Reporting Rules 8/ 0 0 0' 0 '0 

j\ 
Subtotal Reinventing ,Government 0 0 0 0 0 ,,': 0 0 

0 Jit No, Change ' .0 0 0 0 "0 0 
B No Change ; 0 0' 0 0 0 Q 0 

{: 
(': 

. ; ~ 

HHS Proposal , (5) 1,115 3~415 4,580 5,865, 8,?25 N/A 
~ .. , 

" 
A Subtotal (25) 690 1,990 2;425, 3,065 5,680 NIA.

\' 

B Subtotal } (25) , 355 1,265 . 1,405 1,735 4,095 ,mZmt38f NIA 

...'i';" :.:, 

-

i," ,. IiiI, 
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE) 

HHS Estimate (Feb 24) and Two Possible Alternatives 
. . - . 

(By fiscal year, in millions of dollarS) f 

,I 

'd ,10Year 1< 

: 

State Systems Co~is 5i . '200', 200 200, ,200 ,200 

Includes eStimates of State/Federal costs to adapt computer and other under tht; new program. 
~ . ' 

.)I • ~ 

, Child Care Feeding Costs GOBS/WORK/TCC) 0 35 95 105 120 
The CACFP cos'ts aSsociated, with expanded child care, 

Child Care Feedhig Costs(Working Poor) 0 ·50' 100 IS0 ~ 200 


. The CACtp costs associated with expanded child care 

l!' 


YVORK P~ogt\:1m ' '. 0,:' 0, 0 10 

'RemoVeEITC and Health Care Reform Behavioral Assumptions fromHHS's estimates. ' . ::~i 

, , 

FoOd Stamps Interactions NotY~t Estimated 

Medicaid Interactions Not Yet Estimated 

Other interactioris :Not Yet Estimated: 


.'~ , . " .. 
". tt;. 
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h'':" 	 PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
,. . . .' " 	 ,,,,. 

~. '~ ::" 

HHS Estimate (Feb 24) and Two Possible Alternatives 
'J,

(By fiscal year, in millions of dollars) 
, i 

5 Year i, .10,Year Steady
1.- ' 

I3/2/9410:58 	 1995, '1996 1997 1998 1999 total 2@4 ,Total State 

) 
1 HHS dollar estimates were provided .only through FY99. Subsequent estimates are based on HhlS caseload tables. 


Corrections for the Alternative were made to a.) apply the reform polices to th~ Budget baseliJ)e rather t~an the 

'lower baseline HHS assumed would' result 'from EITC increases and health reform: Savings are f9f options ,,' 

considered, independently.CoIl)bined effect ha~e not been estimated yet~ Ste~dy Statl7 estimate uses 2~ caseload ' 

with no effects of EITC increases or health reform; , " 


2 	 Repeai Footri~te 1. tl',c·
'~'.t 

-3Workihg,with HHS to understand TCC assumptions. 
, 4 'EConomic development is a 3 ye~r,demonstrati~n project: 
5, Place ~olderestimate - will be revised shortly. , ' ' , 
6 These numbers were received verbally Feb. 28. Child Support estimates are, combined Federal and State 

shares'of cOsts and:coll~tions, Under current law, these provisions would have Federal coSts,and savings 
'7 HH?'s current proposal assumes no scoreable costs for the Advanced EITC. A change in law in ord,er to mandate the 

adv~nced EITC could have significant costs ;iI, ' 

';
, 8 	 HHS's current proposal assumes that, the Reinventi,ng Government items will have no net costs~ This. may be , 

difficult to accomplish giyen the magnitude of 'the savings an<:i costs'within this category., "..~. , 
" 	 - . .' . 

9 	 These represen, steady state costs of the HHS propo,sed JOBS'and WORK programS assumil1g no effec~ of th~ EIT~ 

and health refoim. ' , . . ' ; 
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. March 2, 1994, .o,' 

PartiCipation' footnote: 

. HHS assumes transition program parents (includingpart~timeworkersr will spend. 
virtually every month in a JOBS activity. This is nearly double the participation levels 

.. reached in.the flagship Saturation,.~drk InitiativeModel~dernonstration in San Oieg'o. .' 
, The less intensive option deS9libes, a nalionarprogram which is morE? than 10 perQent 
moreinter,;t$:!,ve than SWIM. It would occupYJibout two-thi(ds orall the month§~Gases ', .. 
,were in amature transition. program. Even:af tha, 'Ievel,there would be concern that . 
JOBS activities were delaying exits fromAFOC. c.;: .. , . .' ~ , '. 
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Welfare Refonn Co.sts· And Offsets 
.\' 

h l .,~: .HHSEstimates Extrapolated To 2004 1 

~~ 

I;.
~; , 

$9 bil 

" $8 bil 

$7bil 

$6 bi!' 
~ 

~. $5 pH 
o 

;=1 
:::l 

~ .$4 bit 

. $3"bil 

$2 bil· 

'$1 bil 

$Obil 

\'-: 
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Possible Offsets: 
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1995 1996 1997 1998 1999 2000 '. 2001 ~002 2003 2004' 
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HHS Preliminary Welfare Reform OffsetEsti;ma'tes 
, :Extrapol1ltedto 2004. 

5~year 10-year 
3/2/94 lQ:23' :). 1995 1996 1997 . 1998 .:1999 ' .Total 2004 Total 

Cap :Emergency Assistance ' 1/ 0.26 . '0.35 0,42. " 0.50 0.56 0.71) 
;'J 

p • 0.45 
. Adjust 551 Deeming Rule 2/ 0.18 0.19 0.21 . 0.23 0.25 

Target Child Care Food Program '2/ . ·0.16 0.21 0.23 0.27 
~. 

0.30 
0.35, 

. Reapplication for SSI Cases Most , 
Likely to Improve ; 2/ 0.07 0.16 0.26 0.37 0.42 .0.67 

. .. 
- Tighten Sponsorship and Eligibility 

I, 

Rules for Aliens '3/. .0.27 1.13 1.70 '2.14 2.73 

. Total 0.94 1.43 2.25 . 3.07' 3.67 4.90 


: . 
Notes on extrapolations for 2000 - 2004 . .; . , 
1/ Assumes that under current law, States would take maximum advantage ofEA;by 1999, with 
'baseline growing by inflation afterwards. . , 

. . - ,
·2/ Growth assumed to be at the same dollar increment as between 1998: and 1999.. . .~. . . . 

,I ;~ 3/ As~umes that.continued immigration would keep saviIlgs growi~g sligptly more than inflation. 
~. 

"- A 5% growth rate is-assumed. . . ·1' , ',~ :\' -. 

, II 

t 
I. ; 

'. 

li
~ " 

.; 
~. 

,:1 

. t 

• 1 

!~ 

I' 

b 



, , 

SENT 	BY:Xerox Telecopi~r 7020 ; 3~ 1-94' 6:29PM , 2027752710'" 

" ' 

i , • 

:\ Fcbnwy 28. '1994 

S~Y ANlfwORKING.-t;ROUP RECOMMENDATIONS " 
, I 

Everyone is fruStra~ With the welfare sy~.\Ye.lfare ~fonn.: is designed to givepeopJe , 
, back the dignity and ~ontrol that,comcsftonj work aDd iMependcnce. It Is about reinfordng 
work and family apd opportunity"and ~Ilsibility. ' ," .. ' ' .,' , ' _" 

,;;,;L":'::/:;". 	 • ;' .• :~. 

The current welfare system proYide~, ~sUpPoltind a set of JJlles and ~xpectations foe\l~ 
',on verifying eligibility ratbCrtruin on moving people tostJf-sUpport~ We propose a new, ' 
vision aimed a,t helping people regain the means of ~rtiDg, themseIVesand at holding , 
people responsible for themSelves and theitramilies~ The proposal emphasizes that work is 
valued by making work pay. It indicates that people should not have children until they are 
able to support them. It sjgil.als, ~t pai'Cnts"::oothparenzs:1.have responsibilities to support .. 

'''£:, their children. It gives people access to die training they need, bt:lt ;lIso' expects' work: in , 
return. It limits cash aSSistance to two years~ and then rc:quires work. ~ferably in the 

, private sector, but in community serVice jobs if necessarY. Most importantly; It changes the 
, culture of weJfare offices, getting then!' out of. the check-writmg business ~ into 'the uiinirig " 
, and job-placement business. " ",:, ' ' " ' , '.,' " - . 

,- ,Ultimately, this plan requires changing almost everything about the way' in which we provide 
support to st;ruggling families. To achieve this vision. the,plan has, foutmaitie~ements. '.. , 

MAJOR THE~S , 

Transition:al ~ce FoUowed by Work 

• Full participation.. Everyone who receiveS cash ,support is expected to do something' 
, to help themselves and their community. The requirement applies to, those, wh,o are 

preparing themselves f~r work and to f,hose who are currently not ready.,to work. " 
Those who are unable to work due to disability or other reasonS will be expected to . ., 

do something' for themselves or.theircommunity, but' will not be subject to time limits' 
until they are ready to engage in ttaining. education'or'job placement ~rvices. 

• 	 Training. education and job placc;ment services (tli~ JOBS Program)A As soon, 
" , as people begin recei....ing public assistance, they will sign a personal , 

responsibi1itycOntract imd develop aD,~]oyability plan:tomove them into 
work as quickly as possible. Many will get jobs quicldy,...in weeks'or months-
after assistance with job sea~h.andjobpreparation. Others will spend ~e in 
education'and training se~cis as oCedecf. ,~program will be closely ". 
coordinated with existing mainstr~ ~U:cationand trahung programs, 

, , , ,including current and new Labor Depaitment prograrils (the Job Training 
, Partnership Act andt1;1e Workforce Security Act), School-to-Work 'programs, 
vocational and post-'secondary education,\ " ' ' 

• 	 ", Tune limits. People who are a.ble to work will ,I?e .limit~ to' two yearS' of cash 
assistance. Most people are exPected to enter employment well before the two 
years are up. ' Extensions to complete ,an education program expected to . 
enhance self-sufficiency will be granted ina limited JRimt>er of cases. 
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,e 	 Work for thoSe who exhaust their time limit'(tbe WORK program). Those 
people who arc stilllUl.ilbJc to find wo.r.kat the aKl of two yCIlI:S will be _,,' 
reqUired to work in a private sector, community service ,or public 'sector job. 

-TheSe-ate intended to be real,work-for-Wages jobs: The program will be ' 
designed to favor unsubsidized work and to e.nsure that subsidized jobs are 

,: short-term,~ non-displacing.
· .'- '. ..' '-., , 	

.", 

: ' 

"Malting Work 'Pay ,- ' 

i 
, .. 	 ~;J., ,'!< 

, ...e_, 	 :Health cm"refQ~." An esseiiiiaJ part ofmoving:people from weifare tOworiC:is', , 
ensuring that working people get health protection ... The cUrrent System keepsPecPle 
from Jeaying welfare for fear of losing tb~ir health imufance.' ' 

e c Advanc~payment'of the Earned-Income TaX CreditlEITC). '~e expanded 
EITC makes it possible for low-wage :workers to ,support their families above 
poverty. Efforts will be made to helpfam.llies receive the EITC on a regular 
ba~is ~ ", 	 ' ',', ' 

• 	 Cliild care for th~ working poor. In ~ddition to ensuring child eire, for , 
, participants in the transitional assistance program and for those :,who transition 
-off welfare, child care subsidies will'hemade available to low-income working 
families who have never been on welfare -but for' whom assistance is essential' , 
-to enable them to remain in the workforce' and ciff welfare " 

c 

Parental Responsibility 

·e 	 QrlldM2pon enfor;cement. "The chlld'support enforcement' system will be 
strengthened t~ 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 chila suPPort aSst.inmc~ and of programs for· 
noncustodial parent.~ will be conducted.' ': 

..... ·i·' 

• 	 .Sfforts aimed at minor mothers. teSj?ODSible family planning and prevention . 
Minor mothers will receive special case management services and will be 
required to live at home and stay in school to receive incoDie support. Access. 
to family platming will be ensured. A strategy for investing in and learning 

· fi:Om programs io prevent higb:rislt behavior' and teen pregnaney. V(ill be 
pursUed. 	 . '. . 

. . .' . 	 . 

• 	 fffQ~ to i:!Tomote two-p~eDt.hmhies~' We wllIprovidel,etter support for twO-parent, . 
families by eliminating or reducing the current bias in the welfare system in which ' ., 	

two-parenefainilies are subject to more stringent eligibility rules' than single-parent A'" 

fafujlies. ' . : ' 
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Reinventing Government Assistance 

•• ,Coordination. ~implification andimnmved. incentives iu income suRPOrt promm§ • 

..": The adniiniStt'ative and regulatory pro~Stnlctutcs ofAFDC8n!I, Food Stamps Will 
," be'redesigned to si.oiplify~ cooidinate iwcsaOO to ~ge;work, fimily '", , . 

formation and assetaccumwation. ' ,;',::,
, .0; ;<. ' .... ~,' .'" " • '.' , .,'"'~,,-- .". 

;. •I ''',~ I .. ' . 
• A peffonrumce-based system. In addition u, incentives 'for clients, incentives 

, will ~,designed to bring about ch,ange in the cul~ of welfare offices with an 
emphasisOD .work, and perfonna.nce. ' _,_,., 

'PO~ICY ISSUES TO BE RESOLVED 

The attached paper lays out the major issues that need to be addiessed~ IUs organized 
arouJxteach of the first three broad clements listedaJ>ove. IIi e.ach ~e, ~ description of the 
proposed policy is provided and remaining issues disCuS$Cd;' (The details of the fo\Irt11 ;' 
CIement--Reinventing' Government Assistance-will be addressed later in a ,separate paper. 
We anticipate that changes will be ,cost ne:utral for that pan of, the proposal, so they will Dot 
affect cost estimates orfmaridng needs.), ' , " 

" 
The Welfare Reform Working Group met on Saturday February 26 I.l;ld discussed the i~~es 

" that were identified. as the most impol1ant in the paper. There are five particularly 
significant sets of issues that ,need lobe reSolved: ,',' , , ' .' . 

, "- The scale ~d pha..se-in of the reformed welfare.system 
'," ' 

Should ,we Seek to bring everyone. on the caseload into the new system quickly,' or ~hould'we 
'ii1itially target our resources to sub-groups, ~ch as new, applicants or the youngest third Qf 
the caseload? . ., . . 

Immediate inlplementation of the new ,prognmi would severely strain, the ability of federal 
and state governments to implement' the ,new system. 

, The Working Group agreed that a' pbased·inapproach was necessary. 
~. - . ' , ~ . 

''',~ 

A phase-in strategy could start with new applicants, or it could start With' young' applicants 
and recipients. st.aitiIig With young people avoids any'iil\=entives to stay on welfare and any '" 

, "rewards" to having children and coming on welfare early. It also allows for investments in 
, , f,amiJies who have the most hope of being helped. .:;:1' 

- ' 

Th~ Working ~~p agreed that 'an initial foC~ on the'YOungestthlrd of the . 
, caseload was their preferred phase-in Strategy. . ' 

, . , 
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'ExteDsioDS,t~vmd ~eoi.,tJons rro~ the time limit 

Should any groups of.recipients have the time IiIilit exteJxled? Should ~y, beexemptcdfrom 

the rcquirc~ntS of the time limit? \ " 


The ~~~ ()fextCJlSions'aris~s because somcreciPientS~ 'espeCially..those' ~iih 'language 

difficulties, education deficits and no work: experience. may not ,be able to appropriately 

prepare themselves for work-:'in a two-:year"pcriod." ,' .. " '" 


The'Working Group agtecd that a'limited'number of extensionS for such, ' 
purposes as compleQng a,high" school, school to work orjob training program, 
or for completing aprogrilm of postsecondaxy education combined with work. ' 
Were appropriate." 	 , ' . 

,. I., 

The issUe of exemptions from the time limit. arises 'because not all recipients are able to 

work, even if tbeyare.oot seve~ly.enough,di~~l~to qualifyfgr,SSt '(\ sec()nd ~ ,of 

exemption issue arises because requiring participation from mothers of infants oI;very. YOU1lg 

children,may interfere with healthy, child' development and require substantial expenditures on 


Jnfant' ~ay care. Under current law,. over half the caseJoad, including mothers of children 

.. under three, is exempted from participation. ' , 	 ' .. 

'The Working Gi"oupagreed that eiemptions should be li~ited. and that 

particil?ation in some activities should be expected even of those who are 

exempted. The Wor~g Group agreCd'that staiCs should be permitted to ' 

exempt up to a:' fIXed percentage ,of the C8Seload for disabilities, (;are of a 

disabled child and. other serious barriers to work:. 


.The Working Group sPlit over the issue of whether exemptio~ for mothers of 
infants should be .for one·year (Le., until 'the baby's first bi.ttlld3y) or for 
twelve weeks (fwelve weeks is the maDdated leave time in the Parental Leave 

'. '. 	 Act.) Most members agreed on a one year:exeinption for infants who were , 

not cqnceived on welfare and a twelve week exemption for those conceived' on 

welfare, with'a state option to Jower theexemptioIi period to twelve weekS for 

aU children. ' ' ' 


::..' . 
The structure and requirementS of the WQRK..'programfor peOple wbo ' come to the 
time limit without having found unsubsldlzed work 	 ' 

. 	 ,~~ 

Alter a'Person hits,the time limit, should we mandate States to provide a job whi~h pays an 
hoorly'wage. or, shQuld we allow States .to''continue paying a welfare check while requiring 

~, work as a condition of receipt? ,What 'methods sbould we use to minimize lC?,ng-tenn 
panicipation in this worlf'pro~ram? Howl~Y hours of wor~ should be required?, 

',' 

; , 
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Work for wages versus work for 'welfare. Despite a focus on getting everyone into 
, unsubsidized employment asqui~kly as possible, a small percentage of those who start on' 


welfare will hi( the time limit without havfug found work. After a period ofjob search, the 

state may be required to provide a subsidized or corrimunity service jobJpf some. One 


, issue 'is whether, ~tates 's~ouldbeperinitted to offer "workfare" slots~ as opposed to' . . 

.'siibsidized~privaie~sect6twork or communitY, service jobs in which the parliCiiiantviorksfor:;'; 

wages. Workfa.re.·;is somewhat easier to administer thatf';work for wages, J2J.lt does not "t::. 

provideeither'"thedigrufy or 'the disCipline of ajob that pays wages. . . . ' ..... 


. The Working Group' agreed, that ail emphasis on work for wages is a' defining 
- feature of the Administration'.s welfare ,reform proposal. ' . '" 

Discouraging extended panidpation'in subsidized or comITiunitv service work. The 
. WORK program of subsidized and corrununity service jobs is designed to be a'sh6~ tenD. ' 
,supplement to unsubsidiZed~ork in,the private sector, not a replacement for it.., A number . 
. of steps "can be takeh,.to~nsure this: .....~ " ".. :'.:., .. 

TheWorkirig Group agreed thatsubsidized-job slots would last for a defmed 
, . period of time, after which the . person would again be expected to look for 
unsubsidited work. " 

The Workirig Group agreed that the availability of the EITC as a supplement 
:to private sector work would provide apowerful, incentive for panicipants to 
'move from the WORK program into unsubsidized work. 

The Working' Group also agreed that federal 'reimbutseme.nt.to states should 
. decline the longer people were on the rolls', in 'ordc:r to provide serious 
. incentives to move people into employment.' 

The, Working Group also agreed that refusal to accept a private sectorjob ' 
should result in termination'of benefits. 

An issue. arises around what is expected to be a relatively small number of people who 

continue to be \!nable to,fmd unsubsidizedemployment after placement in ajob 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 would already provide sanctions 


, because net show.ing up for work would mean rio paycheck.) ,SOlne argue that 'they should be 
placed in comrriunity service slots for as· long as they need ' them .. Others argue that thiS,";f',' . 

, 'policy w.ould lead to permanent guaranteed jobs,that might be expensive and per~iyed.as 
,,gsirilply another welfare program. Instead" people. who have not found employment might 


return lOa deferred statlls, might have their welfare bepefits reduced or might be cut off 

entirely. ' . ...c.. ;;.' 


...,' 

..•... 
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, The Working Group agreed that a serious reassessment_should be done of 
everyone, who comes to the end, of two or three years in work assignme.nts 
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 ~wil1ing to take an unsubsidized Job would have' 

, -,assistance terminated. In situations"where jobs were not available for people, : 
, ,whQ 'conScientiously played by tne' rules and tried to fmd'work;'assistance" .. ' ' .. 

~:..:, , would be continued through another job slpt, a workfare assignment, or ' 
,.~. " ·,,·C\"":'·· .. 

:trairiing linked with. :work. ' , ,... :: ...... .,; "c,:~:.:::.·~::", ~.: .. :.'. 

Miniinurn' work expectations: part time or full time. Every9ri~ agrees that'· 
'independence is the ultimate goal of the system. But two.,related questions arise iil thinking 
about people working less than full .lime'. The first issuei~ whether someone who is working· 
'aJ it::ast half time in aprivate unsubsidized job can continue to re:.~eivesuppl~mentary w~Jfare 

, benefits after tWo years if 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. P~oponents of 

. ., 	allow.ing benefit receipt in these situations' argue that half .time worK allows pareJ:!.ts time to 
nurture their children as well as to support, them fmancially--:-a task which, is especially 
'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 :welfar~ 
receipt should b~the·expectation .. They argue·that continuing AFDC as a work supplement 

. for long periods of time is counter to the basic philosophy ofth~ ~ew program .. ,: . 

The Working Group was spIlt on thls';issue. 'About half the group felt that part 
'lime w'orkers should continue to be eligible for supplementary benefi~ after 
the time limit. Others felt that the time li,mit should apply:, .but With manY 
arguing for a slowing of th,e clock for part· time workers. Some'members 
suggested a compromise that' said that supplementaryw~lfare' benefits would be 
provided for part time workers (at least twenty hours) who had pre-school' 
children, and at stateoptio~ t9:otherpart time workers. 

A related issue arises around the n~berof hours of work that st,ateswould be required to 
. provide through subsidiied or comrnuriity 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 least 
as high as the welfare benefits received by non-working welfare_recipients in the state. ' , 
Because' of wide variations iIi state welfare benefit levels, the number of hours of work 'at the 
mirllrnum wage r~quired to earn the equivalent of the'\yelfare' bene'fit level for a family of 
three ranges from about 7 t6 about 47 hours per week. For larger families, work hours 

".)~,; , 	 ,would ha~e to be . higher to reach the welfare benefit levels. ,)t.is obviously hard to'strucnt.re 
, a 'real job of ~ight or ten hours per week.; At the other e,xtreme;, it is unre~onable to require 
more than,the conventional definition of full time work. : 

The. Working Group a~reed that sta~::s could vary, ,the' number. qf work hours' ' 

.< 6 
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. they required,but that .they could go no lower than 15 ~or hlghe'r than 35. 

There was' also agreement that the wage piHd must be at least the minimum 

wage and could be higller. 


We.assume thai most states could 'andwould require work hours that would produceeaming~ '. 

roughly equivalent to welfare benefits; some states might do this by paying more than the·.··· . 

riliniIiiuni wage. Inthe:med"iin state'ilikWbuldbe about 2qhours'a week at the minimum 

wa~~ for a family of,tbree. Some higher benefit states mighlchoose, .howeve'r, to strucrure_..~ 

jobs with fewer hours, an<Lsom~::~iY-"ilig'h ~~fi~fit states"might choose not to' raise the wage' .' ...',"" ... ,,,..-,. 

to a level sufficient, to pay .the equiva!eJ.lt' of the welfare benefit. Should they be allowed to ' 

do this and required to' provide a .suppl¢I!Jentary 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 w.orking" even H'tbey have not, been able to fn:td an ., 
unsubsidized job, should not be penalized by rec~iving lower,benefits. The argument against 
doing.so is that this too would continue welfare as a wo.rk supp!ement·.·. . . " ,. 

The' Working Group' wasspliLe)'n·lliis issue:,' The.discussion tended to' parallel'.. 

the; discussion on .the acceptability of 'pan time work. There was some 


, selltimentin favor of varying the expectation for parents of pre-school 

children. 


Th'e ie~~l and (ocus of child care f~r the .~orking poor .., .,' 

What level of resources should we devote to child· care .for the working poor? How should 

lunited resources be targeted? . ' , , ' ' 


Child care for the wor~g poor is apotentially costly addition to a .welfar~ refonp package. 

The argumeht .for including it, however, is to enSure that low income working fcunilies are 

encouraged to stay off welfare, and.that equity is maintained between those who have,.and·. , 

have not been on welfare.' 


'The Working Group agreed thatchiId care for th.e working poor is.an int~gral 

pan of a welfare refonn- effon. The Working Group also expressed a 

preference-, however, tharworking poor child care be paid ·for. through 

mechanisms other than cuts iI!.programs for the~p60r.. ·There is a'strategic 

decision to ]:)e made, therefore, about the fmanCi.ng and packaging.of this 

asp~ct o.~_welfare reform. ' 

Parental· responsibility ~d pre~¢r.1.tioh_ 
,;. ',:' ..... 

Should demonstrations .of child supponasS-Urance.and programs for non-custOdial ,parents be ..~i,,-. 
. included in the' welfare refonn package? Should states be allowed or required torectuce 
·benefitsfor children conceived on welfare? 
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Tl1.e Working Group_ agreed that demonstrations of both Child Support 
Assurance and programs for non-custodial parents shouldbe included. 
Enthusiasm, for 'c~d support assyrance varied. ' ' 

The W~rkingGroup did not discuss family caps or other preventio,n isSues" 
, . , 

which 'will be taken up at the next meeting. ' ' 
.7.·.·'" - •. :,~,.~~ '.~:" ,~_-:.-!'::.' <or,"; •••• -";~::.f.•. -:.,:'- -;':,.-~::.: :~:. ~ ." '.,: • -; ..'. ~- . 

...," ."" 
, ".'''-''!'' 

.. ~."'-.....' . " 

, '" . . 

"The"attached,pap~r does not includ~ a discussion of fulancing optionS~ Tli~ WorkfugGro,tip 
, recognized that deCisions about the overall welfare reform package that have serious cost 
, iffipii,~ations need to made in the. context ,of available fuiancing pos$ibilities. Issues of " " 
balancing costs and:tmancing were"rlot discussed"aUhe February 26 meeting, but Will, be the 
focus oftbe next meeting. ' ,'~~'~ '.' ,,' " . ' ,',',',', -'" ..' , 

.: .. ": '. '.' , , .' 
, '~, . 

"T~-,provide a;;s'ense 'of tbesClile 'ora program and the cost 'ofparticular .elerrien~"we na've:':-: . 
created a hypothetical proposal, which served to guide the Working Group's discussions of 
the ,costs of various polic;y choices: The actual cost of the program wHl diffe! depending on 
what decisioJl$ ~(lre made about ,the, iSs.1.+.es identified above, In, the attached documeI}.l" ,'Y~ 

'refer to this hypothetical proposal and mdicate wh'ere differentprogramIIiatic'dedsions would, 
have led tOa iarger or smaller progtaIl). The table which 'follows 'is provided onlya~ abasis 
of discussion--hotas an in~ication that policy decisions have been made. 

. '. '. 

" 

, , 
, ....:. " . .::::: 

8 " 

, " 
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TABLE1 •...;PRELn~INARY.COST ESTIMATES (FEDERAL AND STATE) 
FOR A HYPOTHETICAL WE~FARE REFORM PROPOSAL' 

(By fiscal year, in mUlions otdollars) 

1995 1996 1997. 1998 1999 
5·Year 

Total 

~ ..'--
_"";;,',. f)ARE~Al..~E~POr-4SIBIl.1TY . . . .. 

7~" ':."' 	 ... 

, Minor Mothers 	 O. .. (45~: ' (50). (So) (50) )195) 
~:"~:~;::. 'Comprehensive Demonstration Grants 	 .. :,;,~'O~·:""··'·':':''':· 'Y50',~:::::';=~~ ":;~::50"',.. 50. 50 200 

c. ......---Two-Parent ProvisionS 	 0' :"'0.. :::-';' 440 :' 680 945 2,065: 
. No Additional Benefits for Additional Children' (35) (100) - ..: . (110) (140) (150) (53~ 

't. 	 ,
Child Support Enforanent 	 . 

'Paternity Establishment (Net) 5 20 .', (1'1 of (165) . (215) (465) 

Enforcement (Net), . '(10) (20) (65) ~ (80) (320) (495) 
Computer Costs .'" 15,. ,,35 95 160. 

~~:f 160 465 
Non-Custodial Parent Provisions 	 0 , 25 80 ,110 175 390 

....:.:..:··..~~'Access Grants and Parenting DemonstrationS ... "" '.. 2Q ... 25 , 30-"' .30... : . 30' 135 

Child Support Assurance Demonstrations 0 0 100 200 250 550 


SUBTOTAL. CSE 	 30 85 130 255 80 580 

<' 

TRANSI:rIONAL ASSISTANCe FOLl.OWEDBy WORK· 	 , .. ~,.' 

. , 	 sO'; :S-Prep 	 0 15 60. 70 195 
.Jitional JOBS. Spending 0 210 750 920 1,000 2,880 . 

WORK Program 0 0 ',0 130 690 . 820 
Additional Child Care for JOBSM'ORK . Q 190 630 ,'745 ·900 '2.465 

,T~ansitional Child Care 	 0 70' . ~O 280 360 940.. 	 : 

Enhanced Teen Case Management 0 30 90 ' 105 110 335 
Economic Development 0 '0 100 100 100 300 . ., 
Savings '. Caseload Reduction 0.,. 0.' (30) . (60) (80) . (170) 

SUBTOTAL. JOBSM'ORK 0 515 1,820 2.280 31~5C .7.765 

.. 
MAKING WORK PAY 

.'wor:!<iD9.poor ChildQare ... 	 0.,500 2,000..' 5;000 
Advance EI't9 " o 0 0 0 

. '. 
. GRA~D TOTAL (5) 1,005 ,. '3,280 4.575 6.025 14.880.. 

.. ,., .Note: .. Pare~these~ denote savings. 

" 	 Sour~: HHSIASPE staff esti~ates. These estirMtes haveJ~~n sharecfWith $ff WitlJin HHS 'and OMB but hav~ notseen 


officially ,re.~iew~ by OMS. The' policies do not repr~~nt ~'~nsEmsus reCommel'\dati~n of th~ W6rkii;!g.Group Co-ch~rs. 

.. , ,,, ,,-	 '. , .- .> •• '" 

,',' , ' 
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APPENDIX: ENDNOTES TO TABLE I' 

Two-Parent Estimates 
", , I 

, ' ...The costs fot eliminating the'speclal eligibility requirements for two-parent families is based 

upon estimates from the 'food stamp: qual ity control data file.' These estimates were then " 


~ <'!j adjusted for increased participation based. on estimates' from the MATI{.:modeiemployed by,.:_c.'.~'!" 

'r. ". ", ,., .... ,'IJ···~···'f:t;;,.l':, ...Mathematica'~'Policy Research:;.:itic·;c.'.:,' , '-," ""- , ' 	 . •••. •• ~.,-'-. 	 P"'~~ "'__ """"_~ 

'-'.- ..... ~... 

Child Support EnforCement . EStimates, ',: ' 

, LTheeosts for the noncustodial parent provisions are 10 percent ?f the JOBS and WORK 
program costs. < , 

.. \ , 

. Caseload'Numbers and JOBS and-WO~.'Fstimates 

'The caseload numbers and the JOBS',~d WORK cost estimates are basooon the following poliCies; . 

assumptions and sources of data: , 

L , Adult recipients (including teen .custodial parents) born after 1972 are subject to the time limit, 

.... "beginning' in October 1996 (FY'1997). TIle cost estimates ass!1me about one third of the . 


States, representing;40 percent of the caseload; will implement the pOlicy a year . earlier than 

,required. This foll~ws thep~itt~m of State ,implementation under the Family Support Act. 

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


2. ' Non-parental Caretaker relatives are not' subject to the new rules and are not phased-in. 

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

receipt), 'are carmg for a severely disabled child. report a work limitation or who ar~ 60 years 

of. age and older are deferred from participation in the JOBS and WORK programs. As, of· 


, FY 1999. about 25 percent:of the phased-in caseload is deferred. ' 	 , :. , 1.' . '. _ 

4. 	 The caseload numbers include modest treatment effects as ,a ;esult of the new rules.. , 
, . 	 . . 

, . , 	
~ 

Cost,per·JOBS participant figures are taken frorn the FY 1993 lOBS ,data (adjusted fot. 
inflation using the pT<1jected CPI). . < 	 . 

• 6..., The cOst estimate assumes that all non-deferred phased-in reCipientS are engaged in actiVitieS., 
We assume th~t at a'giveripoint in time, SO percent of the phased-:-in recipients are engaged in, 

.' activities which have cos,t. ,For recipients with .extensions, it is assumed ·that 'everyone is 

.... participating in a JOBS activity which costs the pr~gram money. ':'.' . 
. 	 , 

7. 	 The cost of'developing and maiIi~ining,a WORK assignment is calculated using CWEP dau...: 

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

infla~ion using the projected CPI). Approximately 25,000 and 130,000 WORK slots would be 

requiroo'in 1998 and 1999, respectively. .'. 




'", 

, " 

, ".... 	 . ~ ..' . .' • i 

8. ' 	 The figures. for JOBS participants and JOBS spending under current law are taken from the 
basel,ine in the FY 1995 budget for the HHS Administration for Chil4ren and Families • 

" . ..', 	 ' . 
9. , 	 ,The JOBS and, W9RK' cost estimates do not consider the potential impact of child support on 

the size of the caSeload. ' 
, " 

Teen Case Management and JOBS-Prep Cost Estimates 
~"'~ 

~ 'I 

. '" ._..... . -,". ...... . Th:e~~~ management cost estimate pr~u~~ that at full implementation~ enhanced":Case: ~,~. 

.1 ... < 	 _:, _ , \ : ',.management services would be provided to all teen paren~ under the age Of 19 and reCeiving 
, 'assistance'. The percentage of teen parents receiving comprehensive case manag~ment services 
:ispredicted to rise from 70. percent in FY 1996,tQ 80. percent in FY 1997, 90 percent in FYs 
1998 and 1999 and to'lQOpercent in FY2004. ," , " : '" " ' , 

, The cost per teen figure fOL~nhanced case management is drawn from Teen Parent' ' 
.' "'. '.~ Demonstration data. There~ls no ,data. available on the current level of case management' 


expenditur~ in the JOBS program. Consequently, the estimate employs, as a,proxy for a 

, JOBS 'caSe management" cost per participant number, 'a figure cal~ulated using ,data from the 


welfare·to·work demonstrations of the 1980,s (Sari Diego I and Baltimore Options). . 

The additional cost of comprehensive case management for teens is the difference betw~ the 
;cost 'Of 'providing enhanced case ~;ulagemerii to teen parentS under 19 and the cost of" ' , 

"delIvering standar:d case management to the same population: The difference is rougbly'$560 
per participant per year, in '1993 dollars.' , , ' 

, , 

2. 	 The JOBS-Prep cost estimate presumes that JOBS-Pr,ep services will be provided to 20. percent 
, of those in theJOBS-prepprogram. As States currently serve only 16 percent of the non· ' 

, ; exempt. caseload in the JOBS program, it is plausibfe 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 theJOBS-Pnip program(candidates fuclude parenting skills 
classes" life skills training and substance abuse treatment)" so arriving at a co~t per participant 
figure for the program is difficult. ' 

For 'purposeS of the estimate~ we assume that StateS will notpr':lvideservices such as , 
vocational rehabilitation in the JOBS-Prep progr~. JOBS·Prep services 'will' co'nsist , 

:primarily ,of ,caSe management:al'ld, referral 'to external service pro v.idecS. ~Many pecsonSin the 
JOBS-Prep program,have disabilities, although most mothers of children 'under one do not. 
The cost estimates' assume that a fairly inte~ive 'level of case m~agement would: be required 
for a ~mall p~rcentage of perso~ in this program. , 

. , ; ~ 

The cost per JOBS~Prep participant figure represents a level of case management more' ' 
:.,mtensivethan that in the current JOBS prograq1 'but, not as intensive as the leveLprovided In 

'" ;'" the Teen p'arent Demonstration.' The number is' arrived 'at by multiplying_the Teen Parent' 
Demonstration case management figure by .75. '"", ' 

;;,1. ... 

" 
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Child Care Estimates 

1. 	 , These e'stimates' reflect the child care cOsts associated with the phaSe-in as~umptions described, ' 
above und~r JOBS and' WORK. ' , ' , , 

2. "This eStimate is based upon baseline sp'en9ingfor theJlead 'start program and therefore does ' 
."oot account for tht: additional children who will be served by' Head Start when ,it expands. 

This follows Conventional CBOscor~g rules.", :.""0"""';:" '<H'",:, ",' , 

3. 	 There is no slidirig sCale fee for services included 'm this estimate. 

,4. ..We. assu~e that approximately' 40 percent of ,all AFDC families participating 'in JOBS and 
, woRk will use paid child care.' ,,," " " , .'. '," ' 

'" .. ' . 	 , '. - "" 

5.' ,We assume ~at Transitional Cb ild Care eligibles will have average l.itiliz.iltion Fafes: of 40 
'per~nt. 

6. 	 Our working poor estimate represents a phase-in of a cappedeotitlellientto'cover.child'ren., 
whose families are below130 percent of poverty but do not receive AFDC. By 1999, we 

, will approach full implementation with $2 billion in net funding. We assume that the~e 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' wor.k status, and that,4O-' 
percent of these 'families will use paid child care.., " " ' 

No Additional Benefits for Additional Children' 

1. 	 This cost estimate is based upon an estimate by the .Congress.ional Blldget Office. The , 
estimate assumes a State option policy where States'represeiiHng 33 percent of the effected, 

, "caseload adopt a cap for benefi~ for new children: " 
, 	 ' 

2. 	 It is as~umed that States would reduce the monthly benefit by $63 for each child (after the 
'first) born while the mother was ,receiving AFDC. Itis'also assumed that States would have 
,little, success identifying c~ildren born on AFDC during previous spells of w~lfarereCeipt. 
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, " EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 
WASHINGTON,D,C,,20503 ' 

,; , .. -,.-Ee..bruary 14,1994, " 
. ~ ". " . 

" 

MEMORANDUM FOR THE DIRECTOR, 
DEPUTY 'DIRECTOR 

FROM: Belle'Sa~hf~', :, 
, , 

SUBJECT: 	 W,elfare ,Cost Estimate~:" ,/ 

" 

, " r 	 , 

The costs of welfare reform depend on 	 :" 

the contents of the plan" ,', 	 ,,',.• 
 the phase-i.n strategy and time period for which costs are estimated; and; 

• the behavioral impacts of the plan. '" 
, . 

This memo lays' out some of the issues we face in each area and seeks your 
guidance in (esolving them" ' 	 , 

The Contents of the Plan 

There are'a large number of posSible reform options -consistent with'the President'S 
, basic vision -.:. each with a different "steady-st'ate" cost. ("Steady-state" means the' 
, cost once the plan has been fully phased, in an~ 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 frornzeroto $10 billion with ~he 
most reasonable estimates probably'fallingin the middle of this range. We are' now 
workIng with HHS to specify the, most relevant optiori,s, within this range so that 
you and others can see what kind of policy y'o,u can buy for different prices. 

" 	Although we will have muchmore g'eta,iI for you later, themo$t relevant issues,are 
likely to be: h_ow much child care, is expanded for the working poor, whether the 
work slots are time-limited, and the administrative costs of;creating jobs. ,

, '.. 	 • • "':;1.'"10< .~, 

" 	 .J 



, . ." 

The Phase-In Of the Plan 

Most ofthose who have worked on the planagree.thatit shQuldbe phased in . 
gradually; Although there are numerous ways to do. this (by state, by age, by 
length oftime on the rolls, etc.), ,the mostcom,mon assumption is thf:lt we will start 
with all 'new applicants (existing reCipients wQuldpe grand mothered) . Under this' 

... ', .. ·.0 assumption,it,turns out that the federal costs of a basic.:reform.plan (the~ime-limit .. 
· follo~~dby comm(mity-'s~rvice, with.related. tr~ining and child care c!lsts and 

';,,':-. ".. .'~:., ·'assuming'-no behavioral effects), based on very preliminary estimates,·are as 
. "\ ,. 	 . 

W follows: 	 . .. .... .. ' .. 

First five years (cumulative): $3 billion 

.. First ten years (cumulative): 18 billion 

Steady state (one year): . 5 billion 

Steady state" (five years): 25 billion 


H • •••• , , •'; .' 

· As these numbers p.lainlv. iIIustrate~ the' phase-in path is critical as is the specific I 

time period ~or'which costs are estimated and presented to the public. Depending 
on Which period is picked we can say the same plan costs anywhere from $3 to 
$25 billiol'). Note that Senate scoring rules adopted in lastyear's'budget resolution 
require a'1b-year windOw. Mo~eover, journalists, aided by outside analysts'; will 
surely be interested in presenting steady-state estimates even if we do not. ' , ' 

_ ,w.·.. 	 . • .• 

Behavioral Impacts 

To ~ lafbeClegree,th~ promise of reform i~ that it will affect behavior. The .theme 
of parental res'ponsibility, 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 emphasis on education, , 
training, . and jobs, is intended to move people off the rolls; fllfany' of us believe that 
over time these impacts will occur and .will produce savings that help to offset . 
.	(pOSSibly even more than offset). th'e initial costs of reform.,The problem is that it is .. 
doubtful that CBO will score much if any of these sayings. rrhe. estimates cited 
above do not assume any. behavioral impacts.) . 

'. • 	 '.1" . ' 

-
Options 

.:, , 

. In the 'face of these facts, it seems to me that we have three basic. options: 

Option One: Count Just the First Five Year· Costs' 

If we did this we could propose quite a generous policy and fully offset it .. The 
downside is ttiatwe could be blown out of the water'bY outside analysts and be 

. 	 ", 

..' 



sUbject't'o a point of order in theSe~ate.Republicans·wouid argue that we had 
launched an expensive policy and only paid for its openi~g w~dge.

,.; . \' . 

OptiOn T~o: Count the Steady~State Costs " . , 

This, would be 'much more credible but w6uld necessJtat~ proposing ,a. much, ' ,.. " 
tougher policy unless we come up with a lot bigger offsets than anyone i~ 
contemplating right now or assume much bigger behavioral impacts than CBO is 
likely to score. We would probab!yneed to time limit th~ community service jobs, 
cut back on child care expansions tor the working poor, and find creative ways to 
keep the costs of the work program down. A' varie~y of popular ,add-ons (such as ' 
liberali?:ing the ~ssets test, treating two-parent families more like one' parent , 

'.' '. 	 f,fmilies, experimenting'with child support'guarantees) would probably'have to be ' 
dropped. ' , ' 

PPtion Thr~e: Propose a Five Year Program Only,' 
. 	 . . , 

, We could make the argument that we believe that behavior is,boundto change 
" under our policy, but that we plan to rigorously 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 enQ of'fiv~ years Cit which time we might 
ask the Congress to extend and possibly modify it, depending on .what was learned· 
over the first fiv~ years. This is a ser:1sible' approach that avo'ids,some scoring , 
problems but could be criticized for not ending' welfare as we know it but rather 
experimenting with welfaieas, we knovy it. ' 

,. 


,The above is just a first installment on what wilt undoubtediy be an extended 

discussion of these issues. I will be setting up some meetings so we can talk 

about them further,and get your input. " 

. . 	 .! . 

" , 

, " 

cc. ,Bruce Reed 	 ,. , 

kathi Way, . 

Richard Bavier ' 

Stacy Dean 


.. "'~.., 
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October 27, 1993 

.E-Mail to: Leon Panetta and Alice"Riviin 

From: BeUe ,Sawhill 

I earlier shared with you, a summary offhe bill House Republi~ans pla~ to submit 
, on Nov. 8.' Briefly, th~.. plan includes:""" ,,',". .,' '" ,', 

• ,_;:1:..,"" 	 ,;;.:", ... , _ .... ' , .. c., ,:__ , 
-A requiremenHhat almost all welfare recipients' 

, part1cipate in: education, training, job search, or work experience 
during the frrst two years (phased in): 

-A requirement that ahnost all welfare mothers workanhe 
eI)..<:i of 2 years, either in the private sector or in a community '.., '~:.'~ 

. "I,.-- serviCe job. Individuals would be eligible for community service 
, jobs for up to 3 years.' , 

, I· 	 , 

-No benefits, under most circm:nstances, for parents under 
18, for mothers who cio not identify the father of their child, or ~' 
for mothers who have additicmalchildren while on welfare. ' 

The cost, of the added services is abQut $12 billion over 5 years. . . ' 
However, the bill denies welfare and related forms' of assistance 
to noncitizens, thereby sa;'ing $21 billion., It :a1so proposes to '. , .' 
block grant about 10' food programs while cufting funding for them 

, by 5%; thereby saving $8 billion. The tot'~l savings fro:m these 
and other l1\easures are $31 billion.' Thus, on balance, there are 
sufficient funds to pay for reform and reduce the deficit by about " 
$19 bi~lion. ' 	 " ' 

'. ' Summary: 	 'New costs + 12 ' 

, Savings . -31 

, Deficit reduction - 19 


.' " 

" . , 

, ..... ~.. ~. 

.. ' 
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SenaJe'Republican Welfare Reform Proposal 

, The House and Senate Republican Welfare Reform bins are quite similar. B9th bills 

set up a two year transition to work program, require applicant job search" job . . \ 

training, and finally work for welfare. Exemptions and sanctions in the Senate bill 

ate generally the sam,e, as the House, with some administrative differences. , Under 

.both bills, minor mothers and fathers would be required to live,wit~ t~eir parents, 

there would be rewards 'and sanctions for school attendance and States would have 

the option to deny benefits to chilqren b.orn while on 'welfare. '. Both Bills seek to ~', ' 


,> 	 : .."" 	 increase paternity establishm~ntand improve child support enforcement, and ,." 
expand and expedite waiver authority for State experiinents.' The Senate alsQ' ", , 
restricts welfare payments to immig~ants and illegal aliens., '. , 

Major differences between House and Semite version~: 
--.. 

JOBS 	and WorkPrograms in theSE:nate 

• 	 Would allow recipients to take a private sector job and give e'mployers' a , 
voucher to supplementwag-es. 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 twic~ the value of the voucher or " 
minim~m 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 TargetedJobs 

" 	Tax Credit (TJTC) for employing the welfare recipients.·' There is no similar 
provision in the H,ouse Bill. , '. 

• 	 Would require asses~inentevery 6 months to determine if the ,recipient has " 
made "clear an~ substantial progress" toward preparing for wo,~k. ' 

• 	 While the Hous.e requires all non-exeI11ptindividualsto work to receive' 

welfare after two years, theSenate requires onlY,those who ar~ found "ready 

to work:' after two years 'to work. . 


. 	 " " 

• 	 There are'noparticipation rate's for JOBS and work programs in the. Senate ' 

version; The House Bill specifies participation rates in the JOBS ano. work 

programs of 60% rising to 90% by 2002~" ',' '" , , ' 


Paternity Establishment and Child5upport Enforcement in the Senat~ Bill 
. 	 .' .. Once at least one child in the family, had paternity established, an children 

wou!d 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 ,entire family would, not rece~ve 
benefits for non-cooperation .. 

~ 

, " 

http:paternity.is


· . 

• 	 Once a paternity $uit' had been filed, the client would be eligible for f~ll 
benefit$. The House only allows full benefits after' paternity is legaily 
established. 

• 	 Unlike the House bili,. does not require W·4 wa:ge and new hire reporting 
systems and hospitalbased paternity establishm~nt processes. 

Other Provisions in the . Senate Bill: 
.' , 

,,\.>-.' 

• 	 ,,:'extends current deeming requirern~nts from 5 years to citizenship:' The Bill:, 
requires welfare agencies to report legal immigrants who continue to receive 
benefits beyond 12 months to the INS. 'The INS w0.uld then be required to 
treat the immigrants-as "public charges," which would make the immigrants 
potentially deportable. . . . ' 

House Provisions not in th~ Senate Bill 

• 	 The Hous~- bill includes 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 SSI to identify aDd p'eriodically test '. · 
ap.dicts on SSI and, if positive, terminates eligibility and require public 
housing ,authorities ~o disregard FICA and income taxes for 2 years after' 
recipients begin employIrifmt.. None of these provisions are in the' Sen'ate bilL 

,'1 ; 

',< r-, 
': 
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Republican Welfare Reform Bill HR. 3500 . 
" A compap.~,9!t,9f p..el~ary HHSand eBb pricing 

, ' , (in millions of dollars) , 

. t.,.· 

FY96 , FY97 , FY98 FY94-99Title and SeCtion:' 

Title 1 ArnG Transition and Work Program " 
, 	 , 

, . AFDC Transition and WORK' " , . 

Program child Care"" ' 


, ' .. 
CBO: AFDC-JOBS , 0 0 ' 300 1,000 1,900 3,200 

, AFDC-Child Care Q ' -100 100 2QQ ' .",~J,600 2,200 

'Total' 0 -100 400 1,600 3,500 5,400 

HHS: 	 AFDC-JOBS ' 0 92 450 951 1,512 3~005 
AFDC -Child Care Q -22 208 603 ' 1,248 2,037 
Total. ' ,0 ' 70 658 1,?54 ' ' 2,760 5,042 

Title II Paternity Establishment 

Sanction AIDe Families if . ' . 

. Paternity is not Established 

,CBO: ArnC 

, " Food Stamps, 
eSE-
Total, 

HHS: 	 AFDe i 

Food Stamps 
CSE 

'. Total 

-200 
100 

N/E 
-100 

~ 

-485 
125 

Q 

-360 

f '-400 
200 

N/E, 
:,. -200 

-720 
250 

,-, 

2
' " 

-461 , 

~9001 

500 
N/E 

' .-400 

-1,180' 
500 

~ 
-676 

-900 

500 

'NL&. 
-400 

-1,190 
' 500 

Q 
-690 

. " 

" 

-900 -3;300 
" 500 1,800 

N/E N/E 
-400 ,-1,500 ' 

-1,200 -4,775 
500 " .1,875 : 

2 10 
'-703 -2,890 

, . 
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Republican Welfare R~fonn Bill HR. 3500 
A comparison of prelimina,ry I;IHS'andCBO pricing 

.. " .. ,. (in millions of dollars) 

litle and SectiQI) 	 FY94 FY95 ,FY96 FY97 FY94·99 

Title III Expanded Statutory Flexibility for States 
, 	 . 

301 	 State Option to Convert AFOC to a ' 

BJockGrant ' 


coo:' 	 , COO believes that no State wo~]d take this option. 0 
,', 

' ,0 ,0HBS: 	 0, 0 0 0 
'-":,:.... 

302 	 Deny AFDC if either parent is a minor 

, CBO: 	
' " . N/EN/E N/E N/E N/E 	 N/E 

HHS: 	 ·260 :,,270 '-280, -290 -300' -1,400, 

, 303 Treat Int~rstate immigrants under' 

. rules of former State 


CBO: AFDC . -30 -70 -70 -70 " -70 ·310 
Food Stamps 20 40 40 40 , 40 180 

~10 -30 ' ·30 -30 -30 ..130 

HHS: AFDC' 	 -140 .; ·140 " ~150 -150 -160 , -740 

304 	 Impose penalty for failure to attend 

scho'ol . " 


CBO: ' AFDCA9min 25 75 '100 100 100 400.' - , 

",AF;gC Be~efits • • • • 1-,-
• 

Total, 25 75 100 
" 

100 100 400 

" 

HHS: AFDe 	 50 75 110 115 120 ',470 

,,:.l: ..',0" 

" .. 

'" 

,'" 
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Republican WelfareR~fom:t Bill HR. 3500' 

A comparison of preliminaryHHS and CBO pricing 


(in millions' of dollars), 


. Title and Section 	 FY94 FY95 ' FY96 .... ,FY9.7 FY98 FY94-99 

305 	 No Additional Benefits'for New 
-~-. " 

Children 

COO-	 AFDe :'" -90 -200 . -260 -320 -350 -1,220.
. Food Stamps 2.Q 100 140 160 190 640 
Total ", -40 -100 -120 ";'160 -160 . -580 

T"~'4:HHS 	 AIDC ' -160 -440 -620· -810 -1,020 -3,050 . '''-''''~ 
'~' ... 

It CBO has indicated that these AFDC savings estimates a~e a little high and will be reestimated. 

306 	 Option to ~odify certain AFDC . ' , 


income disregard roles' 


CSO: 	 AFDC 220 220 ' 230 240 250 1,160 

Food 'Stamps ':110 -:120 -120 ~120 -130 ·-600 
Medicaid 140 150 160 180 200 830 
Total . 250 .250 270 ;;00 320 1,390 

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

307 Option to provIde married couple 

·transistion benefits 


, 'CBO:, AFDC , 60 '120 120 130 130 560 

Food Stamps: -30 -60, -70 "-70 -70 . -300, 

, , Medicaid . ·70 160 180 200 , 220 830 

Total 100 220' 230 260 280 . 1,090 

'HHS: AFDC 	 ~O 120 1;f0 130 130, 560 , 
"Food Stamps .. -30 -60 -70 -70 -70 -300 

" 

Medicaid . N/E N/E N/E . ',' N/E N/E 'N/E . 
Total 30 60 50 60 '60 260 

.. 
~" ..". 	 . .. 

. ' 

... 
,''..''. 
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\ , Republican 'Welfare Re(orm Bill HR. 3500 
, A comparison of preliminary HHS and CBOpricing 

(in. millions of dollars) 

Title and Section 	 FY94 FY95 FY96 FY91 ,FY98 ,FY94-99 

308 	 Disregard Inc~me and-resources 
- .... .~designated for education training" 

employment, or related to 
\ "self-employment' 

'COO: 	 AFDC" 10, 25 ' 55 55 55 200 
Food Stamps '-5 -5 -10 -10 -10 -40 
MediCaid 10 10 ' 25 ~,., ~ 115 

J_~ ,

Total 	 15 ~O 70' 80~' 80 275 

HHS: 	 AFDC 5' 15 '" 30 
" ,30 30 110 

" 

309 	: Option to require attendance at 

parenting &. money management 

classes &.prior approval of any 

action that wO\lld result in a change 

" 

ofschool for a dependent child 
, ' 

'COO ' 	AFDC N/~, N/E" , . N/E .' N/E N/E N/E 

HHS' 	 AFDC' Inqeterminate but small. 

_. . Title IV Expansio~ of State ,Waiver Authority . 

Expansion of State and Local Flexibility 

COO 	 AFDC N/E N/E N/E N/E N/E .' N/E 

It 	 It It ItHHS .AFDC 

4 	 1MB 
, , 
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Republican .Welfar~ Reform Bill HR. 3500 

A comparison of prelimi~ary HHS and CBO pricing 


(in millions of dollars) 


,FY9S' FY96 FY97 FY98' ,... FY94-99 ,line and Section 	 FY94 

, Title V Child Suppart Enforcement 	 ., 
-,,-- . 

Child Support Enforcement 


COO AFDC N/E N/E N/E N/E N/E N/E' 

. 

HH5 AFDC 	 ,10 2 -2 -9 -27 -26 .. 
<:SE ~ , ':" ..12 27· 2.2. 24 ' 126 

:25,Total 	 18 14 46 -3 100 

Title VI Eliminate Benefits to Non-Citizens 

Eliminate All Benefits to Non-Citizens 

CBO: AFD.C 	 0 -100 -300 -300 ' -300 -1,000 
, ,·Pood5tamps 0 '-400 ,-800 -800 ,-800 ;-2,8OQ 

Medicaid 0 -900 -2,100 -2,400 -2,700 -8,100 
55I Q' -1.200 ,-2,500 , -2,700 ' ' -3,000 '-9,400 
Total, 0 -2,600 -5,700 -6,200 -6,800 -21,300 

, , 

'HH5: 	 AFDC -10 -210 ' -230 -250 -260 -960 
55I -80 ' -1,970 '-2,140 : -2,300 -2,460 -8.950 ' 

Total -90' : ' -2,180 -2,370 -2,550, -2,720 ' -9,910. 
.. 

( 

" , 
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Republican Welfa~e Reform Bill ,HR.' 3500' 
, Acomparlson of. prelilninary HHS and CBOpricills 

. (in millions of dollars) 

Iille snd Se~lili!!l FY94 FY9S' FY96 FY97 FY98' FY94-99 

"Title VII. Controlling 'We~[are Costs 
., 

.Controting Welfare Costs 
--_..... ' 

coo: NET N/E N/E N/E' N/E N/E· N/E 


HHS: NET 0 -600 0, . . -7,000 '. ·...sJOO -15,800 


.. 

Title VIII'Consolidated Block Grant To States For Nutrition ASsistance 

Block Grant Mandatory and· '.: 
Discretionary Food Programs and 
reduce authorization byS% 

, CBO: NET o -3,OOQ -1,600-1,800 -1,900 -8,300 

HHS: 
" 

NET o -1,900 -2,600 ' . -3,300 :--3,600 .,.11,400 

Title IX Miscellaneous 
.. . 

901 AFDC recipients :required to undergo' 
. necessary substapce abuse treatment' 

as a condition of rec;eiving AFDC 

_:'" 
'CBO, AFDe NIB N/E N/E . N/E N/E N/E 

HHS AIDe N/E .' N/E N/E N/E N/E N/E
,:'.....~" 

"; 
, ,,;~, 

'\ 
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'" Republican Welfare Reform Bill HR. 3500 . , 
'. A,comparison''Ofprelirtdnary HHS.and CBOpridng 

(in millions of dollars) 

Title and Section 	 FY94~ . ,FY95 ' FY96 FY97 ,~ FY98 FY94-99 

902 	 Random Drug test of addicts getting ' 
55! disability.benefitS 
CBO .' 55I N/E 

'Medicaid N/E 

HHS 55I N/E 
: Medicaid' - N/E 

903" 	 ,Evaluation of eduation and training programs ' 

CBO AFDC, 	 N/E 

HH5 AFDC 	 5 

9.04 	 Job s~~ch required whi1~ AFDC 

application is pending 


" CBO AI:OC· 	 N/E. ' , 

HHS AFDC 	 N/E 

905 	 Demos on fraud &. administrative 
efficiency 

CBO AFDC N/E, 

HHS AFDC 1 

,-, 906 	 .Public ht?using rent reform 

CBO Housing " , N/E 

HHS . Housing N/E 

......~, ... 

, ~', 

N/E' 

N/E' 


N/E 

N/E 


N/E 

.' 

5 

N/B 

l\i/E 

N/E 

1 

N/E 


N/E

r'o. 

:, 

N/E' 
. N/E 

N/E 
N/E 

N/E " 

5 

~N/E 

N/E 

N/E 

1 

N/E' 

N/B 

" 

'. 

~/E 
N/E 


N/E 

N/E 


N/E 

5 

N/E 

N/E' 

.i 

N/E 

1 

"

N/E' 

.. N/B , 

, .~ 

-~:~ , 

N/E 
N/R 

N/E 
N/E 

N/E 

5 

N/E ,. 

N/E 

N/E 

1 

N/E 

N/E 

N/E 

N/E 


N/E 

N/E 


' .. 
, . 

. ' N/E 

25 

N/E 

N/E 

N/E 

.5 . 

N/E:· 

. N/E 

,.. 

... ~ 
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Republican Welfare Reform Bill HR. 3500 
, , A. comparison' o'fprelimina.ry HHSand CBO pricing 

" " (it:t millions of dolla~s) , , 
, , 

" .. 

' FY94 ,FY95, FY96 FY97 FY98 FY94·99liU~ ~nd ~i;'1iQn 
907 	 Required ImmunizatioN. for children 


and health'c:heCk-:ups ' ",
. ' 

" " 	
-~~. " . 

COO 
' , 

AFDC 	 • 5' 5 10 . 10 '30
' 

" MediCaid, 	 5. 10 25. iQ ~ ill., 

Total 	 5 15' 3D' ,50 45 145 
, l 

" 

HHS AFDC " 0 , 5' 5 5 5 '20 

, 

" 

, ,j' 

, " 

, : 

",,' 
" ~ 
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E X 'E' CUT I V E OFF II C"E, 0 F IT HE,' PRES IDE N T. 

,,' "" ,-, 

Ol-Mar-1994- 05:31p~ 

TO: ' , 	 Alice 'H. Rivlin," 
, " 

FROM: 	 Isabel 'sawhill 
Office ot H91llt'andBudqet, HRVL 

SUBJECT: 	 welfare reform 

, How ~hould the program be phased in? 

How much effort :shou,ld be put into preventinq first entry? Should 

we have "a family cap? Should minor moms have to live with parents? 


Should we provl:de benefits for noncustodial parents? 


Should,we do, child support assurance demos? 


Who shpuld be. exempted fro1Rparticipation?What ab,o~t extensions? 

For college? ' , 


Should we require job search: before' r~c~ipt of welfare? 
 .i,· 

Should the emphasis' be on lapor force attachment or human capital" 
, , , development in the JOBS program? 

Should, the wORi<:-'proqram be time,-limited? Or (equi;valentlY) the 
" number, of' ,slots capped? ' 

Should it be work for 'wages or work for welfare? Can you be, fired? 
What's the 'finaisa'fety ne,t for those who are? 

Can a significantnwnber of the WORK slots be child care for other 
recipients? ' : , 

Should people in WORK ~eceive EITC?' 

Should those who are working 'at'end of 2 years :co,Ptifme •~o receive 
ari AFDC supplement in high benefit states?, 

Should there be expandedch1ld care for the working'poor? 'Could it 
be proposed in 'a.separate'bill?'" 

ShOUld' we change rules for I two' parenj:.s aIld make 'otherchanges to 
siinplit;y programs? Only if'it saves rather'than costs money? 

, 	 . , '" -\ 

Should federal government paY,al). of the new costs?,Or share with 
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.. , . " '. 

states-?, 

Can, some of the .fin~J\cing ,I:?ptions be" repackaged, as cost savers 
under the "reinventing government" rubric? ' 

" 
,'" 

", 

.. ·-r. -:! ..~ 

, i '/ 
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Oc·tober 5, 1993 

NOTE FROM: Wendell Primus 
,~. "~.' 

Last week we· had 60nsiderable discussion abou~ the cost of . 
community work experience programs (CWEP) for welfare recipients. 
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'I 

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 onlyappr'oximately 27% of 
the. aggregate-costs -~~ less than the cost of developing'and 
maintaining the posit.ions (37%), but more than case management 
.c~sts (20%). '. 

This paper is the best .work I have seen on this suhject,- and I 

:-hope you find it helpfQl for our future discus.siorrs.' 


Attachment 
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 , To: \.Iendell Primus From: ,Rebecca Maynard, "" 10-4-93 lO:19am p, of 23 

..,' 

DRAFT-FOR INTERNAVREVIEW AND' DISCUS$ION. ONL Y 

DO NqT,CITE 


COSTS OF EMPLOYMENT-SUPPORT SERVICES''{iN-DER WELFAREREFOJiML 


October 2. 1993 


'This paper provides estimates of the, cost of providing employment-support services to welfare 

recipients; during various' phas~s' of tn}.\ir participation in self-sufficiency oriented ,activitie's. 

" Speciftcally. we have developed estimates' of the cost of receiVing three different types of program 

support: .'(1) supervised ilnC! supported job seilrch; (2) iI tr~115itionill work, experience jqb; ill1d (3) 
• • • >" 

~ervices ai[I1ed at prom~ting retention in privare sect<)C jobs and, ho~ful1y. progressing to better 

paying jobs, The goal in d~veloping these cost estimates iSJo guide'p0licy developers a~d program 

planners regarding the level of funding ,necessary to provide, varii:n,is types of support to, welfare , . , 

recipients to promote continual progress toward self-sufficiency. Cost estimates are calculated per 
, , I.: ,. 

"year of service." We have cOl15.idered both the experiences of other progrllll1S and preliminary plans 

for welt'are reform in judging how the s!!rvic!! bundl!! under the wdfa~ systt:m will vary for individuals' 

within a year and across individuals. The overall cost estimates are supported by detailed information 

on the costs of various componen(, services in various ongoing arid prior programs and 

demonstrations. 

This paper 'does not provide estimates of the cost of mlljor services thM may be. preparatory 'to . " 

participation in'j~b search, tranllitional work !!:q)tlrience. or low-wage private sector i!mploym!!nt. 

IThis p~per was drafted' by Re~cca Maynard, based on in put from a variety ofsources alid with 
. assistance from' a large number of people. particularly members. of the [lost-trallsition cost e,~till1aticin 
working group-'Geqff Gettinger. DHHSIOS; Michael Ruffner. OMB; $,herry Glied. CEA; Dennis 
Poe, ACFIDHHS; and Jim Hous!!r, pOED. David Long, Craig Thornton. allJ E]j~n Kisk~r also 

, provided valuable guidance in the assembly and interpretation of data for this paper., A companion 
volume ,contains many of the source tables and from which particular pieces 0'1' cost data were drawn, 
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Although many welfare recipients will need extensive transit!onal support services ,prior to moving 

directly into the work force--whether to'private s~ctor or ~ork experience, positionS--the federal' costs 

of these services will depend heavily' on the comm~nity context. ' We, anticipate that the' mental hea Ilh 

needs willbe providedtl~r9~gh the refornied healtll care system. Many education and job trai'iung 

opportunities are ;lready available for this population, fund~d through local school districts, 

, , 

conununity colleges; and the federal job training system,for example. The general assumption is that 
, • I • . ' 

,,> " , 

'the welfare system will need to provide case management and support services to clients in these 

transitior:lal .serviCe~, hut that the cost of th~ majorse'rvices d~ring this Period ~ill he horne byexistj,(1g 

systel'ns outside of welfare. 

The following section discusses our overall estimates of the costs of three types of services--jol) 

search support; transitional work experience, arid employment support--and the components of these 
. " . . , , 

'aggregate service costs. We present benchmark' estimates, but also higher and lower cost, estimates, 
, , 

, ' 

fOf .each type of service., Section B,' discuss~s the, "ource of our estimlltes of ead: of the components 

of the overall Sl:fvicl:cost ~~tirhates--job crl:!ation and support, child car~> job s~arch .assistance, 
. .' . ' 

transportation" assistance, 'and case m~rtagement.' Source data. for various of the component cost' 

estimates are presented in a companion volume. 

A. OVERVIEWOF THE SERVICE COST ESTIMATES' 

Service, costs are necessarily depende.nt on prog'ram design--the target population . foithe ' 

. intervention, participation rates and il).tensities. and servicernix and intensity. ,Our benchmark or 

. 
: best-guess estimates are that; a supportive jolJ search 8.'Ssi~tance program will cost about $1,.500 per 

, 

, . . . 

Yl:ar in post transition job s~arch; transitionai work experience willcost an a"erag,~ of ~bout $5,900 

per yea~; and employment support for those in 10\\1 wage jobs will cost ,an average of about $3,500' 

pe'r year (Table' 1), H~wevcr, ~ numbe'r of factors' could lead one' to judge these esti mates to be, too 
. . .'. . 

, high or too '?w. For ex~mple, the specifics of tile program design' or program targeting 'th~t are 
•. !j,', 

plillllled 7ou1d differ from those .i!nplicit in the benchmark. ~still';iltes> or aile could judge thilt the 
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ass.umed level o(use .of a particular support serviceh too high or too lo~. Our "lower" and "higher" 

. . 
c.osts estimates specificall~' 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 lo 35' percent of the 

.. benchmark estimate . ............. 

Indevelc;>ping these specitic cost estimates, we assumed that the programs will have fairly broad 

coverage, have strong participation incentives andlor requirements. and have incentives to 'address 

the full: range, of service needs 6~' individual~., These assumptions point to several important" 

differences hetween the prior programs from which we are drawi!)g, cost. estimates and the program 

;nodels likely to evolve under welfa~e reform. 

First, the new programs will have greater and more even coverage of the population. Moreover" 

'. programs are expec'ted t,o make' .greater efforts to address needs. such as child car~, that frequently 

hav~ been' cause for e~emption in past' programs. As ~ result; we ca'n expect rhat~ on' average. the 

·.p~pulation will he .younger,will have younger childr·en. 'and will'include some who, at tirst hlush. seem 

,. 
'less eager or willing loparlicipale than those served under JOBS. for example. 

Second, states will be held aCcountable for participant outcomes, not ·simply service delivery. , . 
'This means . that we can expect programs to ,be more anentive to the "bundle" of services needed by 

individuals to move them' to self-sufticiency . Moreoxer • they will be more attentive to the, quality and 

intensity. o!' the 'services, since their performance depends on the outcome~ of the services not .simpl.>: 

their delivery ,.,::: 

Third, there' will be real consequences for welf~re recipients of not actively pursuing self

sufticiency and' availing 'themseives of necessary services to s~ppo'rt these efforts, This'means thilt 
, '. - , .. . 

we can expect more regular program participatiortand, greater use' of ·services.by th~ \velfa~e 

. reCipients than under voluntil:ry programs .. Fo~rth. there will he strong emrhasis .on p~moting self- , 
, ' '.' " ., 

sufficiencyal. the earliest possible ,floinL TIllS 100 melll\.S tllat. the 11I~gel populalion will tend to be 
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, younger than those served by ,most previous, program initiatives. including JOBS, and that they will 

". '. . . 

have much younger children" on average. 

Our 'henchm,ark COlit elitilT)ates necesliOarily retlect judgment~ ahout' the implications of the.se 

factors for extrapolating from the cost experiences J?f;prior program efforts. 
,,' , .. , , . 

I. Job Sea~h Assistance S~rvices 

Participants in ~uperv,ised and supported job search willl:le'ed a range of services, induding child 

care, direct job search assistance. transportation. and case management. On average. we estimate that 

providhi.g these services to welfar; recipients in this program componel).t will averagebetwe~'n $1,01.8 
. . ' . '. \ - ' 

,and $1.941 per, service year (Table 1). Our benchmark costS estimate. is $1,517 per year. 


. Child Care. Child care is the largest component of cost--$524 per year under the henchmark 


: estimllte. The benchmark estimate of child care costs Ilssumes that just over half ~54 percent) of all 

job search participants use child care to support their search efforts--the same percent who:would 

have. used JOB~-supp'orted child care had' the recipients with children younger than three been 
. 

,represented at twice the level they are cur~ently represented in the AI:DC population.2 But. 'it 

a.ssume.s that those who receive henefits require them only a third of the months 'they are in ' 

, ' . . , 
super.:,i~ed jqb seardl. The latter assumption seems reasonable, given the more intermittent' nature 

of job search al' compared ,with ~~ployment activities, The average subsidy level per family during 
, ..." 

months of support is set at the weig~ted av~rage. subsidY level received by those JOBS participants 

who ~ot them 'a given month ($243). 3 

.. 54 Participation Rate X 4 Months of Use X$243 per Month] = $525 

2See section' Band Table 4, below,' 

3This .' cost estimate was generated' by weighting the average subs.idy t"vets received ,by JOBS 
CWEP participants with' youngest children in various age rarig~s by, the assumed distributioil . of 
program pllr1icipants under welfare reform (see ~ectioll Band Tahle.4 below) .. 
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The 'lower estimate of child care costs ($389 per year) assumes that fewer participants have very 

young children. Specifically. we assumed that the age d;stributi~n of children whose parents 'are in 

joh search mirrors that of all AFDC·familie.~. which at the JOBS suhsidy rates for families with 

"young<}st childre;l it1,.diiferenl age 'gro~ps would be' 40 percent ratlier· than the 54 percellt ,'ass,umed 

under the benchmark estimate. The higher·cost-estimaie '($681), assumes that one aspect of welfare 

reform ,'Yould be to encourage and' suppOrt use of higher quality (and ~ore costly) cilild care. 

Specitically. this higher estimate assumes that the average subsidy rate for child care is 30 percent 

ahove the, current rate paid under JOBS. 

J~bSellrch fuiriing. Job Search training costs are assum~d to average $225 per person under 
, , ,. , ~ . 

the benchmark estimate. Job searc,h training tends to be episodic rath~r than ongoing. usually lasting 

two to four weeks. Our tJenchmark: cost estimate assumes that programs, would offer a slightly riche,r 

training course than the average provided under JOBS (estimated to cost an average 01'$[50 per 

participant rather than the $125 per ,participant under JOBS). Moreover. we have assu med that half 

of those individuals st~ying 'in supervised job search for extelided periOds of tilnei'ould reiake the 

training once during the year. 

,." 

1.5 Episodes of Training per Year X $150 per Episod~l := $i25" 
, . 

Under the lower cost estimate, we assumed that each PfI.rticipant would go through the training 

only.once during any year of superviSed job ~earch ($150) The higher cost estimate assumes that 

participants would attend .an average of two training sessions in a year,($300). 

Transportation•. Transportation.. costs associated with job search 'are assumed to average$3QO:, . 

a year under thebe,nchmark e~timate--a rate, that is'half the.:,average transportation subsidy costs of 

participating III a comprehensive service programs }such as the Te~llage' Parent Demonstration 
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(Maynard 1993) and the various worklwelfaredemonstrations conducted during the r980s (Brock et 

al. 1993) . 

.5.use Rate X $60 per Month X 12 Month~ ], .;;, $360 

Our ·Iower cost estimate assumes that transportation costs are o~ly one-fourth as large for job 

search partfcipants astor the typical participant in a full-service p'rogram, such as the Teenage Parent 

Demonstration.. Our' higher cost estimate assumes the same levi!! of sUpport for transportation as 

under the henchmark e.~timate. 

Cilse Milnagement. The tinal service component-:-ease mal~g~lllent-,-is 'estill1ated to cost an 

ayerage of $408 pe~ service year tor iliose in supervised job search. This ,'is a m<Xfest level of case 

manage~nt assumed to provide mainly supervisiori of the job search activities arid ensure that child 
, ' 

, . . 
care and transportation support is available. Thil? is a level of case ma~gement comparable to that 

provided in two of tile work/welfare demorl,~tration,~ conducted in the mid-I 980s that emphasized joh' 

'search assistance--Baltimore and.San Diego (see Maxtield 1990):' 

. $34 per Month X 12 Months J = $408· 

. .' . .. 

Our lower. cost, estirruite assumes ,that programs will provide job search participants about 25 

percent ,less case management ($300 per year) than was provided in these work/welfare prpgrams, 

which also 'served some' recipients ~ho were in education and trailung ~ctivities, 'TIle higher cost 
,', '. , 

estimate assumes that programs would 'offer a somewhat richer level of case managem~nt, albeit at 

a still modest' cost ,($600 per yea'r). The added 6chne~s would allow a limited amount of follow-up 

wit\1 participapts·, whose jO,b search activities seem 'to need redirecting or whose attention, to their 

search effort, has . ..fallen hel'ow the exrected levels, 
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2. Transitional Work Experience 

Transitional. work experience. modeled after the c<?mmunity w~r~ exper.ience (CWEP) programs 

entails tive major cost component~--the .cost 'of!ieveloping ~nd maintaining the work experience. , , 

positions. child ca~e, job search train.illg:, transportation, and case InalJ.agement. Our bencillnark 

estimate of $5,872 a year (Table 1) a'ssumes that the average duration' of particjpation in· a work. 

, r'., 

experience job willbe 12 months--about the average length of participation in one of the few work-

experience programs with open-endedpartic:ipation (Ball et' al. 1984). A still plausible, but l?wer 

estimate of the cost,,.is 'ahout $4,460 per year; and a more generous estimate "of the costs is $7,560. 

Job Creation and Maintenance'. The work experience cos,ts are both ~ l~rge share of total costs 

of this service and highly setisitive to assumptions .aboul the duration of the work experience period 

'f' ' and the turnover in job ~lots, o'~r benc'h'~rk estimate of $2.200 assumes that the average cost of NO .. 
- .,.!.~.. 	 .'-- 

developing a work slot experienced in the various work/welfare demonstrations with sizeable CWEP 
., , 	 . '., , '. ' 

component~ ($400) would he similar to that experienced und~r the new work expeHence programs . 

. Moreove'r. ,they a~sume. that the ~verage ~ost of maillla'ining the job slot w?uld be silnilar to lhe 

experience in these prior' programs ($150 per monthV 

$400 + $150 '" 12 Months 1= $2,200 

This also is the slime estimated cost as'if one" a~stimed that the ~verage monthly cos~ of CWEP In 

JOBS states :",itlL500or uiore , ,ac,tive eWEP slqts could be scaled up !O a 12-montll cost:5 

\ . 

l 	($235 per Month $55 per Mo~th' A,llocated to Tran.~rortation and Supportive Services Other 

than Child Care) ,j.' 12 Mont~sl = '$2.160 

.4See Section' B I and Table 2 for background data. to ~upport 'this cost esti1l1ate, 

SUnit cost est.ilnlltes are discussed in section B.I and' reported in Table 2 below . 
.,. , 
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Ou'r lower estimate ofthe . cost ofjob development and maintenance ($1.800) a,ssumes that. in 

a,largerprogram. there would be economies of scal'e in the developmeni of the job' slots such that 

the lixed costs of developing a joh slot would average only $300 per year of experience as ~pposed 

to the .$400 benchmark estimate, and the ,lliuginal cost of lruiintai;til~g the~slot would be onlyS125 
, , 

a month rather than the $150 assumed under the bel,lComai:k estimate~ Oui higher estimate of $3 ,000 


,per year of work experience assumes that there would be diseconomies of scale. for ex~mple; due ~o 


., the large number of positions that nee~' to be developed relative to local opportunities, Here. we 


-";; assumed that ,the fixeddeve'lopment ~osts woul,d he 50 percent higher thant"':under the henchmark 

estimate ($600, rather than $400) ~nd ,that the maintenance' costs would average one-third higher' 

($200 per month rather than' $150). 

Child Ca,re. The child care costs associated with keeping a welfare recipient in transitional work 

experience for a year is estimated to average $1.575 under out benchmark assumptions' Essentially, 

, this tigure assumes that the,'ag~ dist~ihution 'of children of work experience·p~rticipant.~ will he more 
, .. . .... . 

, ~kewed tow~rd infants and' toddlers than undei JOBS and., indeed, I~ore 'so than in the AFDC 
. . . .. . . , 

popu'.ation , as was the case under our benchmark cost estimates for supervised jobsearch. Moreover; 

: we have assumed both that the same child care· su\:>sidy use 'rat~sexperienced \lnder JOBS for 
. . . . . . 

parti~ipants with children in differerit age r~nges would apply to work expe rience 'participants and that 

the average suhsid~ level of those who receive the~would he similar t~ that ex~rienced under JOBS 

(see further discussion of child care cost,s below) 

.' L .54 Average Suhsidy Receipt Rate ,. $243 per Month of S~hsidy" 1'2 MonthsJ = $1,575 

Our lower cost estimate for child care ($1.166),llssun:tes that the age distribution of work exPerience 

'" participants hy agenf youngest child is similar to that in the. AFPC population and the suhsidyuse 

, rates wi'thin each age g'roup wOl}ld parallel, the experience under JOBS, 111i& results in ail estimated 

subsidy receipt rate of percent at an average subsidy level of $243 per recipient month. Our higher . 
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estimate ($2.047) simply assumes that the. average monthly subsidy wiII be 30 percent larger than, 

under the' 'benchma~k estimate ($316 per m6nt~' rather than $243) to promote use of higher quality 

care . and/or to account t'o~ mort< hours of participation in work experience or related activities, 
- . ~ 

Job Sellrch TrlIining. Job searCh trallung will be an !,~l}portant coinplement to the work 

·experience.·Our .benchmark estimates' assume that all work experience participants will attend at least . . ," . . . 

one job search training course and· half willatrend a .second session at an average cost of $150 per 

session. 

[ 1.5 Sessions per Particlpant per Year $150 per Se'ssion] = $225 

The lower cost 'estimate assumes that, on average,. wO.rk experienCe pa,rticipants atte'nd only one 

session. and the higher cost estimate assumes they attend an average of two sessions over a one-year 

period, . 

Tran'Sportation and Mi'S~llaneous Cost'S. Tr3nsp6rtation3nd miscellaneous other work-related 

·~x.p.:.ns~s ar~ assuin~J ·unJ~r {.Jur benchmark ~stiffiates tu av~rage $60 a munth (ur ab~ut $4 p.:r wurk 
, , ~. '. . . 

,day if~ork experience participants work ~n average of 70 percent' of the normal work daysper year), 

. As noted above~ this subsidy rate is consistent with that experienced for parti9ipants in various "ful[~ 

. service" progra'ms for ~his ta~get popUlation: 

, . [ , $60 per ,Month * 12 MonthS] $720 

, Our lower estimate assumes that, on average, the subsidy is only $40 per· month 9r an. average. 
, . , 

of $480 per y,e~rof workexperie~ce. This lower ,costco~ld be' due to the work experience involving 
. . . . ' . -, ' ..~ 

~ . . . ' . 

fe~er days of ~ork per year (for example, only about 45 percent of the workdllYs) or to lower rates 

of use Qf the subsidy a'mong those who lire workit~g, Our 'higher'estimllte of trllnsition~1 work 
• t' . ( , • ~ 

estimate. 

servcost. txt 11 10/04/93 10:14am 



'/ 

To: I.jendell 'Primus 	 From: Rebecca Maynard ..... 10-H13 10: 19<iin p. 12 ·of 23, 

,,. """, 

Case Management. Our benchmark estimate of the costs of an effective. wo~k experience .. 

program assumes that participants will rec~ive subst,antial case management--a level comparable with 


that provided t~ the teenage parent!;. who participated in the recent ma,nditory !;ervice dem.on.~tration 


. sponsoriCi by ACF a'nd ASPE~(Hershey 1991 and Maynard 1993 )--which costs an ave rage of· about 

. 	 . . . l . 

$96'per month or$I,152per year of work experience (see section B.5below): 

[ : $96 pee month of woek 'xpe,i,noe ' 12 month,] B 
Our lo!Ver cost estimate' a!;!;umes that a lower level of case management, 

as lI'~uch as that expended in 'the .Teenage Parent Demon.s,tration ($72 a month ralher than $96) 

, ~ou'ld be suftici.ent for this service gio~p, perhaps because many of their problems. :vou1d have been 

addressed prior to being assigned a work experience rjob. On the other hand. it is'possible iliat those 
, ~ *.,' ~ 	 " " , .- ' 

who fail to get a private sector job on their own will require a higher level ,'of c?se management than 


assumed under the henchmark estimate. Thu!;, our higher cost estimate assume!; that case 


, rnallagement costs are 30 percent higher than under the Teenage Parent Demonstratioll. " for example 


. . 
3. 	 Employment Support 

A part of "making. work pay" is supporting those' in low-wage employment to" retain their Jobs 
'. 

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

for such ~uppo,rt. we have~ssumed thatlo:.v-wage workers currently o~ recently on welfare would be 

provided with a c;omplementary setof services that include!; child care suhsidies and placement 

, ~ssistance, Job ~earch iraining. trallspo~tationassistance and other 8upport service~. and'a modest level: 

" 	 ;-;:~ 

of case management aimed ,at early identitication and ,response to problems that could result in job 

loss or limit QPportuni:ies for job advancement. 

,Our benchmark cosLestimate for employment support is $3,533 per' year of service, nearly !Wo

thirds of wl~icl; is related to child care. (Tahle I), Our lower estimate is $2.410 per ye'iH of ,~ervice, 
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reflecting lower average child care and tranllportation costs .and the elimination of job search training. , . 

The higher estimate for employment support ,is $4.316.with the increased costs b~ing associated with 
, l. . • 

higher child'care suhsidies to"encourage use of higher quality care. 

Child Care.. All three. of our estilnates of employ!nent support ~osts assuloo tIt:.!.!· child care is. 
'\' ' " 

byt'ar, the most costly. component of employment support· for low-wage workers; As with work 

'. experience participants. we have drawn on the use' and subsidy rates for work e?(:perience participants 

.' .. . .. ..., . 
in JOBS. Es~entially. we assumed that. for each the benchmark, the lower and the higher estimates 

of child care costs, those In low-wage johs would use one-and;,a~half 'times the level of suhsidy 

required 'to support work experience participants. OUf reasoning is that those in private sector 

employment wiII tend to have 'less flexibilitY.of hours and days worked, wiU tend to have fewer adults 
. '. . . " . 

willi.ng to care for their children for f~ee on a long term basis, and likely will involve work mqre work 
""',', 

hours on ave~age. The resulting cost estimates are/$2.363 for the be~l1mark estimate; $L750for the 

lower' cost estimate; and $3,071 for the higher cost estimate. 

, . 
hI is iinportant to note that, incolltrast, to the case for wbrk experience, participants, tile child 

care subsidy costs .for low~wage workers likely will not all be borne by the ~elfare system.. Fo~ , 
example; under current tax law, up to 4O:percent' of the child care costs borne by low-wa'ge workers. 

, " - , 

could be covered through the child care tax credii rather than the, welfare employment support 

program. 

Job Search Tnlining. Our b<!nchmark estimate ()f empluyment suppurt custsassuITlt'sthat luw 

'. ' 

wage workers will participate· in one job search training course each year at an average cost of$~50. 

Our lower cost estimate ass~mes' that those who are .in the. low wage work force do not need further 

job 'search t'rairung and so will' not incur this cost. The higher, cost esiimate a'ssumes that all 
r .' ". 

participants attend at least 011~ job search trailling course a yeuil';ld thilt hillf ilttend' i\ second one 

fur a tutal C()st that awrages $225 per year. 
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Transportation and MisceUaneous Support. Estimates of transportation and lniscellaneous 

. 	 . . 
support services costs parallel thos~ for work experience. Both the benchmark· and the higher cost 


estimates assume that these costs are $720 a year or about $4 a day (assuming participants incur 


. work-related transport<l'tion and other ~upport' cos!:~.all aver<lge of about 3,5 d<lYs <I week). Under 


th~ low~r cost ~stimate, w~ hav~ assum~d that transportation costs will ~ only half .this larg~--

,ret1ecting, possibly, the greater t1exibility in the ~rivate sector for som~' to work closer to horne or in 

jobs~here car pooling or other economical means of transportation are availabie", 

Case Management. Finally .....ye have assumed ~ ~odest ,level of case management under·:.all three 

estimates of employment supporl-~$300 a year or a level comp~rable ·with·thal provided in programs 

where case management is primarily an administrative function. This tigure is c.omparable to our 

lower cost estimate for case management for SUperviSed 'job searcl1 p~rticipants. ret1ecting the' fact 
• ,-! 

that those individuals who have made the transition to employment will tend to require somewhat 

less oversjght and assistance than the' typical participant, in either jo~, search' ('45 percent less) or 

, ' 

work experience (75 percetll less).' 

B. 	 COM PONENT COST ESTIMATES 


'. . . , 


TIlis section pr~videsa detailed discussio;lo(the cost experience iii various other programs and. 

demonstration projects targeted a't ,welfar~,recipients and offering similar se'rvices to those retlected 

in our proposed service bundles. We begin with a discussion of ~ost of various work experience 

programs, We then' proceed to discuss child care. job search training. transportation . and . , 

miscellaneou~ .,upport service, and cal'Oe manage~ent COl'Ot<;, res'pectively, The goal of thi . ., section' i~ 
.' 

to provide the reader with the background necessary' to jud~e the reasonableness of the unit cost 
, ' 

esti'~ates and participation .'a,ssu;nptioris 'u'nder1;ing"the overall cost. estimates discussed in se'Ction A•. 
, . 

and to provide' program designers with tlexibiliry to develop alternatiye cost estimates, for program 
". 

andlor policy shifts from those assumed in this .paper, 
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,,. ... : 

1. Cost of Work Experience Programs 
" 

There have been only, a lirriited number of carefully documented wo~kexperience programs for 

welfare recipient<;. The~e include the current experi~nce of those states that offer community work , 

" experience as parLof tllt;ir JOB'S programs, eight oft11e workiwelfare' demonstrations' c~llducted 'in 

, , . 
the 1980s, two demonstration programs operated in Wisconsin during the late, 19808, and the 

Employment Opportunity' Pilot' Projects' conducted in the late 19705 and early 1980s. (table 2). In 

each ca~e:these programs differed"in impo~tant re'specrs from fue type andlor scaie ~f program that, 

'~·r.is envisio~d under welfare reform. Nonetheless, they provide the hest availahle-.guidance in, 

,estimating the range of costs that would be'requited to cun work ex~rience p~ograms ~'Ilder a 

welfare reform. 

As noted above, our estimates of-the cost'of placing and' maintaining welfare recipients .in work 

experience jobs for one year (assuming that the average duration of participatio~ in this compOnent 

is ~ y'ear) range from $1,800 to $3,000 (l'ie~ TahlE~ I ahove)~ We hased'these estimates, largely on the . , . 
experiel,lCes of CWEP programs sponsored under. JOBS and the _experiences of tbe ~or0welfare 

. demon~trations. The annualized cost of these work experience programs ,averaged about $2.200. 

However. there' are se'veral key issues that affect th~ interpre.tation ofthese--the duration ofthe work 

experience (many programs ias! for at most 13 weeks);- the scale of operation (~ost offer relatively' 

, , 

tew work experience sl~tsand none are at the scale envisioned und~r welfare reform); and the'target 
. ~'., . 

population (many emphasized'the AFDC~U"population rather than single parents). 'Nonethel~ss, if 

,we consider the experiences 'from these, two sets ofprograms carefully, we arrive ,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 mu'ch of the variahility in cm! across rrograms, is ~h~ joh de\:elopment costs. Based 

.onlhe experie;lce~ form the work/welfllr~ delllonsliatiolL~. it costs all average '01' about $400 to 

develop a work experience slot in these· generally modest size programs (Ta~le 2). Looking acrpss 
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all of the programs for which we have cost data,there is 'a clear ~attern of ,c;osts being higher in, 

places operating at smaller scale. For example. this is particularly notable in comparing :the average 

c<?st estimates for JOBS sites with more than 500 w6ik slots di2,981 Per year in FY 93 dollars) as 

,comp<ued with the U,S, average ($1,591) (Table 2), It is also one of the ,major factors contributi;lg 

to ihe differem:e in cost betw~en th~ two work~xp<!riE:nc~ programs up<!rated in Wisconsin: whtm~ 
, , 

the sites offering work experie~ce and job training (WEJT sites) and costing an average of more than " 

$6.000 on an a~ualized basis. tended to be s~aller scale than those programs not, offering job 

training, (CWEP 'sites) and. costing an average of onlyabgut $3.800 per serVice year. " 

To account for scale factors and to pe~mit n~xibilityto adjust cost,estilnates' to allo~ for lo'nger 
',' 

~riods of pa~icipatioh in jobs, w~ broke costs ~own into tixE:d and variabl~ costs, bas~d ~x~ri~nccs 


in the work/welfare,demonstrations (Brock,'Butler and Long 1993. Table 10). and more speciticdata 


on the fixed versus v~riiiblecosts oftheWest Virginia program (Friedlander. Erickson. Hamilit~n. 


and Knox 1986; aoo Ball. Hamitto'n et, al. 1986). Based on the We'st Virginia pr()gram experience. 


, we assumed that the cost o'fmaintaining a job siot was proporti~l1al, to, tIle cnst of setting it up in the 


tirst. pl~ce, a~ awraged 8' p<!rcent of the fiXE:d s~t up costs, This' assumptiori' allo~ed u~ th~,n to 


decompose total job ,development cqsts for the various work welfare demonstrations into tixed ane! 


variable costs components:' 

Fixed Costs .+ Average Months of Service'" (,08 '" Fixed Costs)l Total Job Development 

Costs 

Proportional Allocation of Other Worl{ ExpcrienoeCosts. The best' available data on the 

allocation .of other component costs is from the various worklwet~areprogram, }n the West Virginia 

, .. . 

program, forexaillple" where participants stayed jn work experience jobs for all average of Ilbout 11 

months, 84 p~rc~nt of all ~xp~nuiturtfs WE:rE:, forCWEP administration and sUpp0I1 (induuing t 

transportation and miscel'laneous expe~es; but not including child care): Of these CWEP o~rational 
'; 

costs. just over half' were for job development and maintenance; 15 percent was spent on general 
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~ ,: ,., '''' 
:" 

- '.' 

, " 

adrcinistration and monitoring; and the remaining costs were for transport'ation. : This r~suited in the 

, . 
estimates. of average' monthly costs of various component services retlected: in ;fable 2. 

, . \" 

For illustrative purposes, we also partitioned the .lOBS eWEP cost, )nto tixed and variahle cost 
. . . ' 

components assulnillg tlie tixed job developmelltcosts ';'ere silI~larto the average 'ofthe work-welfare 


demonstration. (about $400 per partici'pant slot) and that the average. monthly cost of transportation 


. and misceilaneous services was also similar to the experience in these demonstratio'ns (about $55 a 


~onth in current dollars). The residual costs of JOBS eWEP costs were assumed to be variable' 


monthly costs of maintaining the joh slot and providing g~n~ral administration ($147 a mCl!lth). 

Experiences in Other'Progrnms. The ElI1ployment. Opportunity Pilot Project experienced costs ' .. 

of work experience jobs that were coru;istem with the estimates from JOBS and the work/welfare 

demonstrations., However, itS 'costs for public, servic~ jobs was substantially higher--in the 
-- . 

neighborhood' of $5.000 peryeai of service (Table ,2). Also. as noted above, the costexj,erience' in' , 
. . , '. ',. . "\ 

one of the Wi~con~in programs (eWEP) was 'comparahh! to those of JOBS and the work/welfare 

del'nollstratiolls. while .that ,of the other (WEJT) was quite differenL Implementation difticultiesaud 

scale have been offered as a partial explanations for the higher costs df (he WEJT sites. 

Application of the Worl< E":perience Cost EStimates. In usiqg these cost estimates. it is critical 

to consider' several, factors. The first is whether,thisJ~b development' cost estilpale is sufficienL given 

',local labor mil~ket conditions and the number of jobslots that. l:teed' t? be cre~ted, A rel~ted f~ctor 

is the ~xpected ten'ure uf wdfare recipients in partkular jubs. In devduping uur '(.;ost ~S(imaleS we 

have assumed that". individuals would stay in their work experience 'for an average of ab~u.t. one, year. 

, Our estimates ine,based on ex~~iences of p~ograrn.5in which thcnumbe~'~!'job slots tended' to be 

small relatl~e to the size of the local ~arket; operating at a larger scale may pose grJ.ate( challenges 
'.!_ , I 

iii tenm of tinding enough ~ppropri~te slots, 0;1 'the. other hand: the experie,ll!;e underlying our cost 

with employers that could result in a lo~ering ot' both' the tixed and variable ,cost components, 
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, A tinal consideration in applying the work experience cost estimates is making use 'of the thed' 

, . and variable cost ,components. For example; if under welfare reform. we expect individuals to' hold 

their work experience jobs fonn average or" 18 months: rather than a year, as assumed ·above. the cost 
, , 

estimates,,:,!ould need to'-be adju.~ted,On~ would either want to adjuM all costs to a ~r. particip~ll!'. .' . 

basis (assuming 18 months of parti<:ipation ratho:c than 12) orlow~r th~,tix~j<:~st <:omponent of.th~ 

12-month estimate to reflect the fact that the $400 job development costs woul,d be spread over 18 

months of service rather than the 12 used; in the calculations underlying Table 1. F,or example. in 

the latte.r, case, the annual cost estimate would be calculated ,as follows: . 

, : 
, , , 

$400 * (12 lIIoml!s ill the pcriodl18111ollllis ill the job) + $150 * 121:: ·$2.066 per year 
, . 

'" Under this scenar'io~ the estimated cost, per year of service falls by about $200 or 9 perc~nL A 
":." , 

,- corresponding incre'ase. in' the average cost of a year of work experience would result f~()in a 

shortening of the average· tenure of individuals in their work experience jobs~ 

2. Child Care Costs 

Key determinants of child care costs include, the use rate. the subsidies rates for, those who, 

receive them, and the number of hours and/or months the subsidies are awarded, i1~e use rate will 
~ . , ,J. ' ~ ,- , 

be ~spt'cially sensitive'to both th~ .ag~s of parti<:ipant'~ \:hiIJr,~n--use ratt's will be v~ry low for thos~ 


,with only school-age children and ~ighest for those with children in the between ages two and' three ,6 


. The subsidy rates will de~nd on'local child .care markets. state reimbursement policies: and the . 


preferences' of p~rents for center" versus family day care: The duration of use will depend ,largely on' 

, . '" . 

. , 

the intensity of.the program activity. For example, job search will tend to be~ episodic and involve 

gr~at~r t1nibility of hours than will be th~ <:asl;; f&'r work ex~ril;;l1Ll;; or privat~ SI;;(;tor I;;mploym~nt. 

6Experience s~ggest that those with infant~ wi 11 be more likely than those' with old~r presthoolers 
..10 have access to and prefer free' relative care, and some of rhos.;' with three-to, flve-year olds will 
have access to ',lead Stilrt and other puhlicly funde,d preschools, 
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. . . . .' , 

Thus, participants in job search may be more likely to be able to meet their childcare needs through 
, " . ."~' . '. 

the use of informal. unpaid care than are those, who are in some type of employment. We have made 


assumptions regarding these various parameters in our cost estimates that may need to be varied in 


accordance with the ultimate deRign Tor welfare reform. , ..;.:. 

, . , 

Our estimates of child care costs are based largely Of! the ,,~xperiences, in JOBS" programs, with 


some~djustments to renect our' jUdgment r~garding clianges in'the age distribution of childr~riof 


program participants under welfare reform, Making cost of iiving adjustmentil,'the average .costs Per . 


. . . . 
. mon~h of child care subsidies for those receiving them were reasonably similar across th~ vario~s 


programs that have served welfa.re· recipient<; 'with children of al.1 ages (Tahle 3). The" costs of the 

. . ," 

MAine 'work welfue demonstrations are somewhat lower than for the other sites, ~ 

retlecting in part the age distribution of children of participants in those' programs and in part the 
. . 

low~r tha!1 ave~age cost of child care, in those states. "The somewhat higher costs of child care under 


the Teenage Parent Demonstration retlects the high incidence of infants in Care (80 percent of the 


target 'population), • 

" . 

In calcuhttiilg o~rbenclllriiuk estilnates of child care, we relied on the JOBS CWEp,experience 


for determirungsubsidy use rates for participants with children of dim~rent ~ges, as well as the 


average subsidy rates for (antilies whose' y~ungest ~hild falls into the different ~ge ranges (Tabl~ .4). 


This resulted in our 'assuming subsidy rates that range for 15 percent for those with no child under 


t.' • , ",', 

6 to 77' percent :or those whORe 'youngest childiR hetween the ages of I and 2. For those g~tting 

subsidies, the subsidy leyels ranged fr~m all aver~geof ab~ut $215 '~mollth for those whose youngest 
" .' , 

child ,is 3 pr older .to $269 Jor those whpseyoungest child' is between one 'alld two years old .. , . 
, ,"1 

For the v~!ious serVice models, we estimated the cost cifsubsidies .per m.;mth of service under 
. ~:' 

two different sets of assumptions regarding the age distribution of youngest children ofpartiCip~l}.ts. 
" ~\ . 

In some cases, '!Ie assumed that rarticipant~ .in services would rdlect r~r~la!ion of A FOe hOl;sel~olds 

illterin:~·ofthe ages of their children. Ulld~r these assumpli-ons.40perceot of all p!!rticip~llts in the . . '. 
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program ,component would reCeive a child care subsidy and the average 'subsidy received would be 

$243 a' month (Tabie 4). hi. other cases. we assumed that welfare reform would target more heavily 

new entrants to th~ system, thu,~. resulting in an over-representatio'n'--essentially ,a dounl ing' of the 
, '._. 

~, ~ 

representation--of those with chiLg,ren under age3, Under these assumptions. the pe'reent receiving' 
? ' " 

subsidies would increase to 54 and the' average subsidy rate would remain 'the same ($243), " 

We assumed' that those in job search would rely on child care subsidies at the same r~te as those 

,- .' 

, . in work experience. but would do so only one-thir<!, of time they were searc~irig" wherea~~ we assumed 
. .' , . 

, 
, that those relring on suhsidized care to support their e~ployment'or wo~k experience would do so .' 

continuously, We also assumed that those in private-sector employment would be, 50 ~rcellt m~re 
, " 

likely than work experience participants tQ usesubsidieli or. alternativel~. that they would receive 

~Ilbsidies that aver~_ged 50 perceflt higher in tQose ' months they received them, Other assumptions 

regarding the intensitf of use and the average subsidy levels are retlected in the, differences among
I , 

our lower. henchmark, and higher cost estimates (see section A, ahove). 

3. Job Search Assista'nce Costs 

.. The primary determinants of joh search assistance cost, are the intensity of the program and the 
, , 

number, of episodes of training individuals receive, "J9b search training programs traditionally last one 
, , 

, m~nth or less and. entail periods o:r c1a~sroOminstruction :and supervised job search. AS' a result the 
• I. • •• 

costs of any training session tends to be quite modest. Moreover. the costs of.job search have tended 
. " .. . . .'. 

to, be vary relatively little in absolute terms across programs., For example. over sixdifferent programs 

operated hetween the 'early 1980s and' n<:w. includirig JOBS and..ivarious dell)onstration proje~t~. the 

cost of this service range between $109 and $229 ,per participaj'll (Table S). 

Our most' current estimate of job search costs is that for the JOBS;:pf'ogram, where the costs 

, average about $125 per episode (month) in FY93 dollars (Table'S): 'The unw~ighied average' co~t . . . , 

.. .'" 

across all sixprogram'> for w'h,ich we repon cost data is 2S percent higher than tile JOBS costs ,($156 

, , per episode), and' the unweighted average of the FY9J cost~ 'across the 'four mid-cost programs 
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v., ., .~ • 

(excluding the highest and lowest cost programs) is $J50 in FY93 dollars: We use thisthitd tigure 

inour estimates of job search trai"ning costs under welfare, reform. The assumption is !~at quality job 

search training will be i~portant for moving' individuals in to private sector jobs quickly and for' 

assisting,them in making productive job tran.sitiolls', 
, , I 

4. Traru:;portationand Miscellaneous' ~upport,Services Costs 

, For' many AFDC recipient,s.•. holding a job ~t a~tively looking for one entails sub;tantial 

tra~sportation costs. VirtuaIl~ all programs also proviu<! so!ll<! support for'misC<!lIan<!ous work-rt:latt:d 

expenses, such as uniforms and tools. However. ~cause the latter costs tend to be small relative to 

the transportation costs. we have fqcused our attention on the implications 9f our assumptions 

regarding th~ freque~cy ofreliance on transportation assistance in determining our recommended cost 
, '. . 

e,siimate 1'O.r this bUlidle of services. 

prior'programs have tended to have a liberal~xemption policy vis a vis those for whom tran~portatjon' 

posed difticulties or'excessive costs. 'However. the information we d9 have suggests that these 'costs 
, , 

typically have average around $55 per mo,nth' of participation in e,mployme~t ,or training (Table 6) . 
. " /"1 

Because we envision a' 1l1uch less liberal exerription policy under weJfar~"[I~t'o~m. our l.'ien:chmark cqst 


<!~,tim.att:s assum<! a slightly high~r ($60 p<!r. nlunth) awrag<! t:stimawu cost fu~'tht:se s~rvit:<!s during 


, perioos of half-time work experience onmploymeni and a rate about half this level ($30) a month 

, '. .. ", . . 

on average during periods 'of supervised job search ..Our !ower and h'igher' cost estimates vary these 

monthly cost estimates to reflect assumptions about more and fewer days during which the 

particip,Hlts go to cir sea~ch for ·~o'rk. 
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S. 	 Case Management CootS _, 

A minimal amount oi'.case management, is involved in the provision of. any program services. 

,However. !here is considerahle discre'timi in terms, how'much and what tyre of case management is,. 

pro~ided above and beyond this 'Irulumal level. In d~,veloping a proposed cost estimate for ~ase 

, management 	 under welfare reform, we 'made two preliminary judgments: (i') the level of case" 

management should not be as intensive as that provided in some targeted and intensive interventions 

- ,..~.• ' 'I 

such as the New Chance programs or various social welfare demonstration,programs. but 'rather 

should prohahly not exce~d, the levehq'lrovided in the Teen~ge Parent Demonstra.tion (Hershey 1989;' 

and Maynard 1993); and (2) the level' of. case managemeqt should' be varied depending 011 the 

, 	 , 

program'service component. In particular. we should emphasize strong case ,management for, those ' 

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

experience components. 

We have a range of estimates of the cost of providing cMe' managem~nt servi~es that vary from 

1', low of $34 a month in Iwo of tile worklwelfare demon.'~tratjoqs that emphasized job search 

assistance to a high of ,$96 a month ,in the Teenage Parent 'Demonstration (Table 7). The, 

Employment, OpportunitY Pilots project fell in between these 'estimates. 

We opted to use the Teenage Parent Demonstration cost estiffiaie for our benchmark e~timates 
, " , .', 	 . 

of ca,~e management cost.~ du~ing work experience, where 'we telt suhstantial guidance, superVision, 
, ' 	 , 

'and assistance would be required to prepare for private sector emplo)'ment', In the Teenage Parent 

Demol1$tration, this cost covered a reasonable level of moOitoring and follow-through with a 

" 	 population that was. on average. more, challenging than the full AFDC population du~_ ,to the young 

ages of,,~oth thepa.rticipants and their children. Ho\~ever. the automated case tracking systerr:,,~ in 

"place in these demol1stration sites' were very important in providing a reasonahly' hign I,eyel of case 

management for this cost. Many progr;,,_ns wou'ld' n~~d to invest ill ~uch ,?yslems in order to duplicate 

the level of caSe management (jftined, in the Teenage Parent Demonstra'ti'on, for this cost. ,For those 
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... ,.'" ... : 

'- :. 

for ~hom we expected case management to be mainly, but not exclusively, a monitoring function"~ 
I' . '" • 

,those in job search-owe adopted the' $34 per month cost ex,perienced In the work/welfare 


demonstrations. We, used an even' lower estimate ($25 a month) for those in low wage ~~rloyment; 


"', whefe~ the' majs:>rity wouh;!ineed. only administrative support. 

. r'-' , 

...... 

'.'. 
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TABLE 1 

;ESTIMATED COSTS OF POST-TRANSITION 
;' SERVICES (FY93) 

Program Component: 

, "~;:"",'i 

Child Care ..-." 


Job Search Training 


... "'~ .:.Case Management 


Total 


Work Experience 


Child Care 


, Job Search Training 


l'rallsportatiOIl 


" Case Management 


I'Total 

Child Care 

'Job Search Training 

T rlllisportatioil 

,CaSe managemellt 

Total 

. Luw~r 
,Estimate 

$389 

150 

180 

300 

·$1,019 

$1,800 

1.166b , 

1.50 

480 

864 

$4,460 

$1,7505 

0 

360 

3,00 

$2,410 

B~ncb.mark ' I' 

Estimate 

.$525' 

225 

360 

408 

$1,5,18" 

' $2,200' 

1.57Y 

225' ' 

720 

,Ll52 f 

, $5,872 

$2,363S 

150 

720 

. 300 

$3,533 

High~r 

" Estimate 

$682 

300 

..- . 360 

............/~ .. ,
600 

..$1,942, 

$3,000 

2.047d 

300 

720 

1.497 

'$7,564 " 

$3,0715 

225 

720 

~OO 

$4,316 

Based on 'the average ,cost of eWE? in JOBS sites with more than ,.500 slots :and various work/welfare 
demonstrations (see Table 2). " , 


Based on JO~S ~ubsidy and cost rat~s; assumes the age of'.y~ungest child is di~trib~ted in proportion to 

ages of children in' all AFDC households (see Table 4), ',' , '" 


Assumes those ~ith childi-en under age 3 are rwiceas likely to be served as to' be,on AF,DC. 

Qualiry eulilUlceUlellts iucre!R:e wsts by 3~,IJercellL 

<, Assumes one-and-a'b'iuf episodes of job search, 

, Assumes tbe same level of case maI1agemem as in tile' Teenage Parent Demonstratio~ cOStS rraining (see 
, T-s~lc, 7). , .". I :,,"'. 

Assumes subsidy rates ooe-and-a-balf times those "for work experience participants, 
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TABLE 2 
.w9RK EXPERIENCE C;OSTS, 

t. " 

, '12~Monrh JOB-Slut 
i ,', Administrarion 

I-~~"--~----I and Moniroring' 
" TransponariOli. and ' ' 

Miscellanwusc I-----=-..,....,.--~~: 

(pt:r 'month) , (pt:r .month),,' ' 

" $346 $4,152 

;,NA 

Micbigan 71 .'. 852 

New York :: 261 . '3,1:\2 

Obio ' . ' NA' ...' . NA' 

Pennsylvania ' 
.', 

112 t " . 1,344 

West :v.irgini~ ,147 ' , 1,764 

239 ',: '2,868 

Large site $235 ' 
'Average' . 

',' . 
" $2,822 $2,981, 

(Unweightcd) $147' 

Ar~sasb 435 36 11 55 2,859', 

,

,I' 

: 
" , Maineb 32 134 ' 43 2,893 2,893 

i,C.ook C.ouuty , 260 22 116 128 ",3,452 3,452 

'San: Diego-l . 316 ' 26 140 7 2.392 2.392 

, San Diego-SWIM '239 20 220 ," ' 21 3,371 3,371 

"irgini,a '732 61 159 57 4,056 4,056 . " 

Baltimore 381 32 62;, ' 18 2,445 2,445 

$";S' 

() RAFT--servcos,t. til b 10/{)4/93 10:27a'm' 
" I 
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12-Month JOB-Slot 
Equi~.alent .. Transponation and Job Development 

<, MiscellaneouS< '. 
Variable~ (p::Lmonth)' , 

Fixed (per. month) Current $ FY93 $ 

. Administration 
and Monitoring 

(p::r month) 

PSE $3,492 $5,531$291 	 ',. 

.Work Experience .1.716.. 	 .' 143 $2.718 
..:',,;.;:" ..

.' . ' 
, . -. 

$4,657$201 $2.940IS-'Wi 
.. 

• implausible data reponed ($10 per particip~t mont!:lt__•. 

• b 	 Til'ese were tile 'ouly 5ites tilat served participants with preschool:age children. Cllild,care was a~sllmed to ~ 68 percell! of 
......~uppon servi~es costs. 

,< . Assuwes that child care is 34 jJercent' of all supportive service costs in all sites except Ar~sas and Maili~. which served 
" 	recipients with preschool-age children (baSed on the actual supponive services" costs estimates for t~e West Virginia· 

demonstration [3]). In Arkansas and Maine:we assumed that 68, percent of the supponive services cOsts were for .child care. 
since Ihey ser,,:ed recilJients with young children. . , 

. d AS~U!!le~.~he wage.component of cos,ts was $5.226 per participant year ($3.35/hour X 30 hours/week). ,,' , 

< 	 Cost~ h~ve been 'alloca~tld assuming the same· fixed cost of job creation and the. same average monthly costs <:if transportation 
arid miscellaneous sup'pon services as under the work/welfare demonstrations. 

'. 
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." .... : 

TABLE 3 
CHILD CARE COSTS IN YARIOUS PROGRAMS 

'., 

. Youngest child < 1 (3 %) , 

Youngest 

21-30 Hours of eWEP 

3~-40 H9urs qf ewEP 

67 

77 

61 

15 

42 

46 

Per Mouth of , 
.Work 

160 . 

207 

130 

32 

133 

145 

Per Month of 

239 

269 

. 214 

216 

212 

316 

PeCCliiJ<i I>er 
Month of 

Estimates 

NOTE: In FY 91 there were 8.527.028 children in.: AFDC households (an average of L 95 per household) ([8] 
Table 17).. Their disrribution'by age was. as follows: ". . 

Al:c . %. :Cumulati'l'c % '. 

< 1 year_~ . 05.1 05.1 

I 2 years 19.7 24.8 

3· 5 years' 21.4 46.2 


'!-l:. .,' .,,,-,6 - 13 years .: 87,0.~ 
Estimat;;o as 80 percent of tbe' unweightw averages' across tbe t~ee sites of tbe maximum reimbursement 

r~tes for family day care and cenrer-bilsedc:l[e .. ' 

M id-J:Oint of a range across fo~r sites .. 

NA '" Not available. 
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." ..... : 

.TABLE 4 

ESTIMATED CHILD CARE COSTS UNDER WELFARE REFORM.. 
• -, • i' 

Incr~m~nt toAg~ of Young~st Av~r~~ .Cosi P~rProportion of .. Child Care USt: 
ChiJd Total-CostAFDC Rateb Month'of Useb 

.' 
Households' 
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. ,. 

".. ' 

TABLE .5. 

JOB SEARCH ASSISTANCE 
COSTS IN VARIOUS PROGRAMS 

". 

. 
..., . Average Cost Per Participant Month 

~ .."f':,;. 

Program 
,. '. _.. 

... 

'.' 

Current $ FY 93 $ . , 
...r.:"'"' 

JOBS Pro~ram (FY91) [i] .-. $118 $125 

Employment Opportunity.PilotProjects·(FY8l) [4] 6,9 109.. 
, 

162San Diego-I and MarylandWorklWelfare -. 120' 
, .,Demonstrations (FY86) [7] 

" "" .. 

";"~ , ' .Cook County, IL Work/Welfare Demonsrrarion 107 ·143 
(FY8.5) ([8] Table A.I) .. 

. ,171 229u.;uisville lnt~nsiv~ Jub S~arch D~munstratiun ~ :l .' 
(FY8.5) <rSl Table A.l) -


169Arkansas WorklWelfare Demonstration (FY84) ([8]. .. 122 
Table A.I) 

.. ,.. .. 
. 

'".. 
vAverage of FOllr Mid-Cost Programs (Unweighled) 

" '. $1.50" . 	 " 

$156Avel'age of All Six Progrluns (Unweighted)' -- .' 
., 	 ' . 

NOTE: 	These costs pertam to job search rraming and superv'ised job search. This com(Xlnenl usually lasts one 
1llOilill or less. . 

Mid-poiritof the re(Xlrted range. 

.~ . 
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TABLE 6 
,:" 

TRANSPORTATION AND MISCELLANEOUS SUPPORT SERVlCES COSTS 
IN OTHER PROGRAMS 

, .."" 

, ' AVt!rHg't! Pt!r 
I 

Cost Pt!r 
" 

..~~ 
Benefit Month 

Pt!rC<!nt ufl 
MonthsReceived :' Panicipant/Month 

Teellage Pal'~ut DeWOllstratioll (FY91) 
S87 ' (' S57r6] 66 

: 

WorkIWelfare DemollstratiollS (FY93) [2] , 

(See alsO Table A.l)' 
'tor. ~\ -- ' -- $55 . 

" 

)OBS[I] NA--Included in Component q-,~t.~ Estimate.~ 

i 

. , 

Calculated by netting estimated child care costs out or the total support'services costs reported for the various 
demonstration programs. We relied on detailed estimates of the breakdown of'these costs in the West Virginia 
CWEP program (Friedlauder, Hamiltoll.Hoerz el al, 1986 aud Ball el a1. 1984). See Tal.ll~ 2 fonlle residual 
costs allocated to transponation and other support-services in each of the demonstration sites and for the' 
assumptions regarding the' fraction ~f costs that were aSsumed to be for child care. - .,' 

NA ,;, Not available. 
' .. 

. . 
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TABLE 7 , 

CASE MANAGEMENT COSTS 

M" .. 

" ,,',. 

Cost per Case MO,nth 

.. -~"FY 93 $Current $ " Program 

J91. .. , $96Teenage Pate/it DelllOustrlltiou (FY91) [6) . 
. i 

San Diego-f 'and Baltimore Work Welfare ·1 , .. 
$34Delllollslfllliq.!)s (FY86) [7)' ,'" $25 

., $47 $74Employment OpportuoiryPilotProjects (FY81) 
[4] 

, . 

. MinimiU case management' 

Per active case'month.. These estiIDlltes assume that all of the costs ailocated to case management and half of 
those allocated to central ·administration were associated with the case managem~nt fu,nction .. Tl:!is total of $780 
~r ~r~on pt!r y;;ar ~as dividtld by th;; number of months ;;l!Ch participant. was on AFDC during .Ij:1;; year 
(8.6): See Maynard (i993, Figure 2) and Silverberg and Hershey (1993, Table IV,3) for the data on costs 

~d months of paiticipa:tion. respectively. 

. [ 

.. 

.. 

,,-:;;..". . 

.~... 
I 

' .. 
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, SOURCE. NOTES .TO TABLES 

[1] JOBS COST DATA 

Administrati,On for Children and Families. FSA-104 Reports. arid Special T~bulations of JOBS, data 

'.. prepared by wiil WedeL [1] 


" 

. [2] WORKlWELFAREI)EMONSTRATION COST DATA 

c~ , 
Brock. Thomas. David Butler. and David Long. UIlfX1i(i Work Expericl/cc.jor Welfare Recipiellts: 


Fil/diIlX:" ~,;d Lessuns frulII MDRC Reseun'h. New York, NY: Manpuwtlr Dt:'monstration'," 

,Research Corporation.f993 (draft). [2] . 


. Friedlander, Daniel. M~rjorie Erick~on~ G~yle Ha·milton. and Yj~ginia Knox. "Final Report 011 the 

CommunIty Work Experience.Demonstrations." New York:,:NY:; Manpower Demonstration· 

Rt:'st:'arch .Corpuratio~,. Stlptt:'mbtlr 1986. [2] , 


[3] .. WISCONS[N'WORKEXPERI~l'lCEDEMONSTRATION COSTDATA 

Pawasarat: John and Loi~ M. '''Evaluationof the Wisconsin .WEIT/CWEP Welfare' Employment 

Programs." Milwaukt:'tl, WI: EmploYffil;lnt Training lnstitutt:', April 1993 (Uncitabledraft). [3]
. . . . . 

[4] EMPLOYMENT OPPORTUNITY PILOT PROJECTS COST DATA 

Long. Da'vid. ~raig Thornton. and Christine Whitebread', An El.'Q/Ilil/atiO/l oj.tl;e Bel/efirs alld Cosrs 

of rhe EmploYlllem 0ppolTllllit,Y Pilors Project. Princeton. NJ: Mathematica Policy. Research. Inc ,-, 

1983. [4] . 


, "" o' • . . 

Lu~g, David. An Analysis of thtl Costs of the EmpluY'ilelll Oppulnlllity Piluts Prujec·r. Prim:eton,· NJ: 

. Mathematica Policy Research. Inc ... 1983. [4] 


[5] CillLD CARE COST ESTIMATES 
, " . ',: 

Administration for. Children and F<irnilit:'s. FSA-104 Reports and Sp;:ciaITabulatio~ of JOBS data 

prepared by Will WedeL [1] and [5] , . 


. 'Administr<ltion for Children and Families. ClwmCff.listics of AFDC Recipiellts. Washington, DC: 
U.S. Department of Health and Human Services. 1993. [5] . .' . . . 

[6] TEENAGE PARENT DEMONSTRATION COST ESTIMATES 

Hershey. Alan. Cast' Mallagt'IIlt'II( for ft't'llagt' Part'ilis:' 4d';'o/ls from lht' Tt't'lwgt' Part'll! 


Delllollstrarion. Princeton. NL;:'MathematicaPolicy Res~arch.' Inc.; 1991. [6]' 


Kisker, Ellen, Marsha Silverberg, and Rebecca Maynard. C(lild CnreUtiliZfltioll. Alllong WelfrJl';- .-' 

Dcpelldcnr Tccl/age Parents, Princeton. NJ: T\1athemaiica Policy Research. Inc .. 1990, [6] 
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Kisker et al..,Pi=Ofiles of Child Care Senillg. P,1IlCetOIl, NJ: MathematicaPolicy Research, Inc., 

,1991). [6] 


Maynard, Rebecca. Building Self-Sufficiency Among Weljare-Depelldem Teenage ,Parellfs. Princeton, 

NJ: 'Mathematica Policy Research, Inc., 1993. [6] . \ . 


Silverberg, Marsha, and 'Alan' Ht:rsh.:y.. Prvxrum COSTS of the Teenax;" Ptirel1t' DWlVllsTrw;OIl. 

Princ.et~n,,,,~J: Mathematica Policy Research. f~~ .. 1993. [6]' ',". " .. ',_"""_,,,,~ 

, [7] MI~CEk~ANEOUS COST ESTIMATES 

.~ '. ,'.~. '-I:

",Friedl~nder, Daniel, Gregory Hoerz, David Long, and Janet QUini, Fi;wl RepolTolI the'Employlllellf 
. Illitiatives Evaillation. . New York, NY: ManpOwer Demonstration, Resear,a; "Corporation, 

September 1985. [7] 

Goldman. Barbara. Daniel Friedlander. and David Long.' filial Rep()11 011 the Sc1ll Dieg() Job Search 

, and, Work Experience' DimlOlIstratioll. ,New York: NY: Manpower Demonstration' Research 


Corporation. September 1986, [7] 


Maxti.:ld. Mylt;!S. Plallllillg Employmellf Services for (he Dismlvwl!axed. N... w· Yurk, NY: :Tht: ' 
Rockefeller Foundation. 1990: [7] , 

Maynard, Rebec~a.' Myles Maxlield, and -others, Design of a SOci(11 Di!IIIO/lS(~atio~I' of Torgeted 
E1lIploymem Services for AFDC· Recipielits. Princeton~ NJ: Mathematica Policy Research. Inc., ' 
1986. [7] 
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Employ,rri~nt, Progra ms." Milwaukt:t:, WI:.' EmplJyny:nt T raining Institu~. April 1993 (U m.:itablt:i"';';" 
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February 17, 1994 

,~(?/J5 
'To: ' 	 Leon Panett.a 


Alice Rivlin {......... 

Belle'S:awhiI1 


Thru: 	 David Ellwood 

MaryJo Ba~e" 

Bruce Reed::- ' 


From:' 	 Wenaelf primus' . 
.' 

.Attached'is a very. preliminary, 'cost estinuite fora hypothet.ical 
welfare reform proposal. Th~se n~er8 wero produced overnight 

, and should be reqarded as extremely .preliminary. . Thfity have not 
. 'been reviewed by any ot.hgr divisions in HRS. ,In, some cases, a~ 

'explained in the footnotes, the·est.imateS} rcaflvct our bestgue8s 

of how C~O will estimate the cost of the proposal. 


'. 	 , 

The actual proposal and tho,major a8sumpt~ons used ~ estimating 

the' cost are explained in the footnotes accompanying the tab.le. 

The proposal estimated in the table does not reflect any final 

decisions'made by' the Working Croup or its co-chairs', the 

,Secretary, or anyother'Administration official. It represents 

the costs of a hypothetical proposal. I would hope to be &b,le t9 ., 

pr~vidQ the costs for the yoar 2004 in several cla.ys . 


. The estimates represent combined Federal,' and state costs ~ It is 

assumed that State costs will be close to zero, and therefore the 

number~. should be interpreted' as. Federal expenditures. , 


For .the president", s plant.';.b~ cx-eciible, the est.1ra.ates of JOBS 

and WORl( cannot be reduced much further than the costs indicated 

in the table. These.estimates assume that 'adult recipients 

(includinq teen custodial'pareo,ts) born in l'70.o,r later'are 


'subject 1;,0 the time limit beginning in (Q.cito6er 1996~, JOBS" 10.:> f."'(rhc.. ..-:r·· 
spending .onother portions of the c~8eload would continu,e' as per 
current law.',:.. . . , ..... ' . '1 

If you' have ,a.~y .questions or wish.' ·to see other options, I would 

be ~appy to respond., 


", 



PRELIMINARY WElJ'AAE REfORM COST ESTIMATES (fEDERAL AND STATe) 
FOR A HYPOlliETlCAL PROPOSAL . 
(BV fiscal year, In millions of dOllars) 

Effective .5.Yel\r 
, Oale 1995 HlOe t997 1998 t999 . ToW 

. . 'RENTAL RESPONSIBILITY 

eventlon Package NA ·NA. NA NA NA" NA 
r 


to-Parant Provtalon. '. ,Oot. '00 o o 400 600 ,800 ·1.8(lO 


~Id Support Enforcement 
Paternity E.iabllahmant (NeQ o (a5) ,;200) ~OO) (450) (t.035) 
Enforcement (Net) 130 70 "eo (300) (500) (641l) 
Computer Colltl' 100 150 200 . 250 300 1,000 
Non-custodial Pattnt ProvleloM o o 100 190 170 380 , 
Ace... Granta:end PatenUng O.monitraUon. 20. 26 30 30 30 135' : 

. Child Support Assurance Oemonstratfona • o '0 100 200 260 (®' 
SUBTOTAL CSE . ~ 250 100 2&0 (10) (200) 400 

ANSmOHAt' ASSISTANCE FOLLOWED BY WORK 
-

. c'ltional JOBS Spending 00t;"96 o o 930 1,130 1.180 3.220 

o· o 660 ,@)AK Pro~ram Oct. '96 o '0 

dltlone.J Child Care for JOeS/WORK' Ptrticlpants! : Oct, '9a o o 1,100 l,aoo ',500 3,900 

lnomlc Development o o tOO 100 100 300 
SUBTOTAL. JOBSJWOR~ o o 2,130 2.530 3,310 1,970 

.KING WORK PAV 

['dng POCf Child Care . Oct. ,95 . o 1.000 4.800® ',300 ' •.500 

·.~eEITC o o o o o '0 
" 

HVEN11NQ QOveRNMENT 

; &t Rules, FRIIlQ Unft, Slmprfficiatlon 
•'f Earnlngll Olaregards. AcCOllnting and ., 
:ePortlng F,ules o o :< o o· o o 

!:~. 

1QRANOTOTAL 250 ~o 3,1120 ".420 6,410 . '4,860 

.. 
n 
tI· 
I 

l
e: 
I 

I
IJ 
IJ 
j 

•c 

c ~ 

10; ~o.)<;,.h- . , 
-~ .. , (,J;;'R.t.<./jtt>r~ ~ E~,Dev(.1. 
- k;.u.ps (.5(; ~ \.....,.;.~ /' 

~ 

&{..r( 7i~L;...;~ 

SEE ATTACHED FOOTNOTES 

,.; \-...? 
',;' ~f: ' 
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NOTES TO THO-P~~PR~S%ORS 

1. 	 The costs for eliminatinq the, ,special eligibility require~ 
men~s for two-parent families ia based upon' eS,t.imates fram 

, .the food stamp ,quality control data file.' These estimates 
were'th~n ~djustedfor increas~d participation based on ' 
,eatimatoG from the HATII mod.el .employed, by Mathematica, Inc. 

Ho~ES""'1'O ' CElLI), SUPPOR'l' "BRFORCEMER': PROVISIONS " 
.:, . 

1. 	 The estimates for p'at.ernity establishment. enforcement, and 
computer costs are based upon our best quessof how CBO will 
estimate the savinss from these child support enforcement 
provisions.' The original HHSestimates for these provisions, 

',would have 	produced savings of $3.6 billion ov~ the period. ' 
." 	 However, both" CBO andOMB 'staff be11evethese original 

est'imates are 9verstated substantially., Thus, for ~hese' 
estimates we, are projecting saving~'of $0.6 billion over the 
period. 	 " ,

2.' 	 The costs for the non-~ustodi~l,parent'provisions are 10 
percent o~ the JOBS and WORK program cos_ts ',. ' 

3. 	 The" estimate for the cost of the child supPort ass'urance 
demonstrations are based upon CBO estimates of the 
Rockefeller/Dodd bill. ' 

NO~ES TO CASELoAD NUMBERS Arm TO JOBS Am) WORK cOST ES~IMADS 

The caseloadnumbers and the JOBS, and WORK cost estimates are 
based on th~ following policies, assumptio~s and ~ources of data: 

,1 . Adul t recipients (including teen ',custOdial' parents) horn in 
1970 or later are subject ;to'the time limit beqinniIl<] in 
October, 1996' (FY '199,7). JOBS spending ,on'otherportions of 
,the case'load would con~inue 'aspgr eurrent: law. 

2. 	 Caretaker relatives are not subje,ct to the new rules and ,are 
. not p~sed-in,. . " '. 

. .' 

Parents who have a" child under one (or under 4,months, if 
conceived after:th~ initial,waifare,reoei are c:::aring for 
a'severely disabled child,' report a r limitatio or who 
are, ,60, years of age, and older' are deferre rom participa.:. 
tion,in the JOBS and WORJ: programs. As of,FY' 1999, about ,3 
percentGf the 'phased':'in castiload is deferred. ' 

The casp-load numbQrg include no treatment ,effecte 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 savingg., Wei expeot toc:::laini some treatment. 'effects 

, in our final e~timates, particularly for estimates af,ter the 
5-year ,periOd. As of FY 1999" about 6 percent of the 
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• I 

.', ' ..' 

ph~s~d-i.ft· c:asQloaci. {whieh ~ftc:luciesperson3 in the 'WORK .', 
program>' is in extended status. 

5: Cost per 30BS p~rti<:ipant figures' cir.e t~ken from' the E'Y 1993 .... 
JOBS d~t~' (adjusted fo+:lnfla,tion, usi,n9~ the projected CPI). 

6. 	 Tho C:~1J1:: '9sthulte aseumesth";'t all non-d.eferred phased.;..in 
'recipients' are ~nqaqed'in actiy,ities .., We assume that at a 
q~YE:l,~."point in t1Jue,' SO percent: of the pJiased~inrecipierits' 

, , are ~eng'aged"±n aetiviti4l1ts .which ha.ve 'co:st .,'For recJ.pieIlt~.· , 
with. extensio'ns," it is assumed· that everyone' is.participat- .. 
inq in.' a'JOBS· .. actlvity which costs the' progI'~ .money. 

, ·1' 	 • . • • . _ 

I. ~. 7,•. 	 The.,'cost ..of developing a.ndmaintairii~g·'·a .WORK assignment' is. 
calculated usinq'CWEP data 'from· JOBS and from the W'elfare
to-Work·.demonstr~:t;.iQns.of the 198'Os (again" acijustecl for " 

,infla,tion u,s.inq. the" projected CPI). .Approximately 150,000 /--r. / , . 
0 . ·WORK slots would, be ·required in 1'999. ' . " -: . "Il) rr,!, 

. -	 . '.. ..' 1 ' , 

8. 	 'rh~ f·iqures·. forJOB~ participants' an,d'30BS' spendinq, 'u~cier' , 
current 'law a,;'e taken from theACF baseline ~".' . ' . . 

9 ;'" The. JOB'S and WORK cost' estimates·'do. 'not consider the 

'potentia;l impact of the child support and_reinventing 

1:jovernment . provisions·; on t:he size of the' ·caseload., , . 

. ; 	 . ' " 

, . , , 

" HenES OK ",CHILD CARB, COST ESTIMATES- - . . . 

1. 	 "These:. estimates reflect'the child care costs ~ssc:>Ciatedwith . 

, :the above,' phase~i,n .assumptions, described.under JO~S,aild 
WORK.", 

,', .' 	 ." -,' 

. 2. 'COO's' estimates, ~fthese"'costs may be' hiqher tha'n these 
estimates based on their. estiJnate, oft:.he'~epublican, "welfare " . 

" r~form proposal. The, per-child costs in the' eBO estimates . 
'are ,hiqher. We are continuing to work, with them .to r~sC?;r.ve ' 
~ these ,dJ..fferen~es. . , . , . 

~~.. ' 	 This estimate 'i~ based upon baseline 'spendinq for the. aaad' 
Startproqram; and therefore'does·,not,...accQunt for the .' , 

" "" .additional childre.n who will ·De .serVed by' Head. St'itrt when . it . 
..... expands .':, .'This follows conventional CBO scOrI"'ri:grules. ,,' 
." 	 '., . ;,. ,'. " I .. 

4. 	 There is'; ;~o.slid.in9sc~le' fee",for se;"ic~~ in~ltided ilfthisestimate,. . ' .. ", ."'.,. 
I , • 

5 . 	 We. assume that 'approx1m.ately ,40 percent of:' all 'MOC' families;: 
participating in" JOBS and WORK ~i.ll,;.usaQ paidiohilcl .care: :, ": 

,r" 

·6. 	 From' 199'0 to 1999, we, assumetb;4t we will· serve' approximate~ 
,ly·1. 2_ million additional childr.en.. ('about 7001.000 fautilie5) 
w:i:thour worldnq poor chi·ld careproqram. . Each year we will 

'. '~serve approximately 3JliL 00.0 ~tional .childie!l. '. 
, .. 

,., 


http:childr.en
http:to-Work�.demonstr~:t;.iQns.of
http:ph~s~d-i.ft
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NOTES TO RJU:'HV'BRTIRG aovR~ft PROVISIOMS 
" 

. The proposals in tnis, section were desiqned to, net to', zero . The, 

cost of the sp.nding pr9visions is approximatoly$S billion over' 

the 5-year period, implying that ,the savings provis'ionsar~ also 


_>, $5 	b~llion over the 5-year ,period, ,_ ' 

Some 	,of' the propo~als which will , increase cost, are :',... ' , .~' , 

',Increase the limit oncountahle raliJources,·to the 'limit 
established in the food stamp pr99ram, > 'and exclude one ' 

, ,automoqile ~for both AF~C ~ndF()Od Stamps..... ' ' , , 

Coordinate accounting and'reportinqrules between the food 
stamp &ndAFDC rules.' .... 

, . 	 , 

3,' ,Mandate fill,-the:-9ap policies in low-benefit States~ _7 

'SOMe of, 'the proposals 'which will decrease cost', are:' 
, ' } , 	 , ' 

Eliminate.the provision that prev~nts SSI recipients from 
b~inqineluded in anAFDC un.it. ' 

2. 	 Move the filing unit ~les in AFDCtoward the food. stamp

proqram filing unit rules. 


.:- . 

" , 

c'" ' 

.,' . 	 , \ 
'" 	

:."' 

. ' 
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MEMORANDUM' 

To: Leon Panetta 

'Belle Sawhill 


Thru: David Ellwood 

,,;" Mary JQ. Bane 


From: Wendell Primus 

Attached i~'~ very prelimihaiycrist;~stimate for'a;hypoth~tical 

welfare .reform prop'osal.These numbers were produced, ov~rnight 


,and should' 'be' regarded as extremely, preliminary. ,They have 'n'ot' 
be~n reviewed by any other divisions in HHS .. In so~e ,cases, as 
~xplained i~ t}le, f~otn~tef;", the estim~t'e.s""~re~lect our best cjue.s..s" 
of how,CBOwil1 estimate, the cost of the proposal. 

The actual proposal and the, major assumptions used in estimating 
the' cost are explained in the footnotes accompanying the table • 
. The proposal 'estimated in the table doe~ not reflect any final 
q,ecisions made by the Working Group or its co-cha·irs "the ' 
'secretary, or any other Administration official." It represents 
the costs of a hypothetical proposal. ' 

I f you have any questions' or wish' to .see. other option,s, I ,",ould 

be happy to re.spond.' 


,,' ,: 

j " ... 

" 

• "1'"" 

" 
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NOTES TO TWO-PARENT PROVISIONS 

1., The costs forelimin.ating' the special eligibility requi+e
'ments for two parent families is based upones'timates from 
the food stamp 'quality control data file,., These eS,timates 
were then adjusted for increased participation .based on 
estimates from the MATH,model employed by Matliematica, Inc; 
These: cO,sts are about 2/3 of the costs estimated, by the TRIM 
model. ' , "'''' ' 

'I ."':, _.. _, , 
I • ,NOTES TO CHILD SUPPORT'ENFORCEMENT PROVISIONS 

.." .~.:.;/ * .~" .~ ."', 

1; 	 The estimates for pate~nity establisbment" enforcement" arid 
computer costs are "bas'ed' upon ou:r best guess of, how CBO will. ' 
estimate the savings, ,f-rom these child support enforcement 

, 	 provisions. The original '·HHS estimates for these provisions 
would have 'produced savings of' $3.& billion over the period. 
However, both CBO andOMB staff'belieye these original' 

-:'~, estimates are overstated substantia,lly. . -~,,' 

2,., 	 The costs for the' non-custodial parent provisions are'10 
.. percent' of the JOBS ,and.wORK program costs. ' 

3 . 	 The estimate" for 'the c'ost of the child supp'ort assurance '! 	.f ' 
" ~oLJ 7demonstrations are based upon CBO' estimates of the Roc'kefel-" ~~. 

fer /Dodd 'bill.' ' , 	 '. ,~, " 
- ~ : 

NOTES ,TO cASELOAD .m.iM:sERSAND TO JOBS "ANI> WORK COST ESTI~TES 

The caseload, numbers and the 'JOBS and WORK cost ,estimates are, 
based qn the fol1.owing. policies', assumptions and sources of data:" 

, 	 , 

1. 	 Adult'recipients (includlng teen custodial parents) born in 
197:0 ,or Later are subject' to the time limit· beginning in 
October 199b (FY 1997). 'JO~S spending on other portions of 
the caseloadwould continue as· per current law. 

2; Caretaker'relativesarenot sUbject to the,new rules, and are 
, not phased-in. 

3. 	 Parents who' have a child under one (or under 4 ,months, if 
born afte~ the initial ~elfare iecei~t), are caring for a, " 
severely disabled child, ,report a work limitation' or who' are ' 
60 years of age and older are deferred from piJ:rticipation in" 
the ,JOBS ,and WORK programs/.> As. of'FY 19,99, about, 23 per-cent 
of the phased";'i~ cas,eload. is deferred. 

The caseload numbers i'nclud,e no treatment effects':as a 
resul~ofthenew rules on either e~itiates or on the rate 
of pa;rt-time work. Accordingly, there are no estimated 
welfare savings. 

5.' 	 Persons who have exited welfare earn back one month', of 
eligibility for assistance for eV~,ry four consecutive months' 



" 

": '. 

they. spend off the" rolls. . For purposes of this 'earn-back 
"prov,ision, the WORK program is considered part of 'the 
. welfare system';;'-persons do not ,'earn back months of· assis ... 
tarice 'for months spent in the ~ORK program. . .,. 

6.' As of FY 1999,' about 6% of, the phased-in caseload (which' 
includes persons, in' the WORK ,program) is in..,extended status .. 

7. 	 Cost.per JOBS participant figures are ,taken :frpm the FY, 1993 
jOBS':;data (adjuste'd for' inflation using the projected CPI). ' 

.' 	 , '. .' ._.....".. . , . ,, 

8. 	 'The"JOBS participation rate (countable p~~ticipa'nts)' ''is- 50% 
..",.: , for' phased..,.in .recipients who are required to' participate, 

except for t.hosein 'extended status,. 'For recipients 'with ' 
extensions, the participation rate (total participants) 'i$ 
assumed to, be 100%--everyone with an 'extension ispartici 
pating iIi a JOBS activity at some point during thf;!month. 

, I 	 • • • 

9. 	 The cost per WORKprogr~ participant figures assume: a work' 
for-wages model.' The" cost of developing. and maintaining a 
WORK assignment is' 'calculated using' CWEP data from "JOBS a.rid 

I" ~rom the. wel,fare-to-work demoristrations of the 1980s (again, 
adjusted for inflation using the projected CPI). Approxi
mately 150,000 WORK slots would be . , 	 required'in. 1999.· 

10. 	 The., figures f~r JOBS ,participants "'and 'JOBS spending under . 

current law are taken from the ACF baseline. ' 


.11. 	 The JOBS and WORKcost'estimates do not consider the, 
pptential impact of the child'support and 'reinventing' 
government· provisions on the size of the caseload". 

NOTES ON ,CHILD CARECOS~ ESTIMATES 
,','. 


, ' 


These. estimates reflect the child care costs' associated with 
the above phase-i,n assumptions describt::'d, under q-OBS 'and 
WORK ... ' . 

2. 	 CBO's estimates of these costs will be higher than' these" 
. estimates based on their estimate·' of the Republic~n welfare 
reform proposal. , . .,' .. 

, . 

3. 	 This estimat~· is based upon baseline spending. for the Head; 

. Star.t program and therefore does ,not account for the 

addition~l children who will be served by"'Head Start when it 

,expands.. This follows conventional CBO scori~g rules. 

4. 	 There is n~ slId~ng scale' fee. for ~:ervices incl'uded' in this 

estiinate . '.' 


5. 	 We assume that approximately 40% of all ~FDC families 

'I>articipating in JOB$., and WORK will us.ep~id child' care~ 
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t ' 

6. 	 From 1996 to 1999, we assume that we will serve approximate
ly 1. 2 million additional' children (about 700,000 families) 
with o,ur working poor child care program. Each year we will, 
,serve approximately 306,00:0 additional children. ' 

NOTES ,TO REINVENTING GOVERNMENT PROVISIONS 

,The 	option shown here assumes that the proposal will:' , 

i.,Increase the limit on countable resources'to the limit 
''1''''.' , "established~ in the food,~ stamp prograln:,and exclude one 

,: "< ..'automobile for both, AFDe' and Food Stamps. ' ;,. 

.2. 	 Eliminate the provision, that prevents S'SI recipients from 
i?eing .,i~gJuded in an AFOe unit: TW,o. hundred.dollars dper 
month of' incpme' receive,d f,rom SSAis dis,r,~garded. . 

. - ' ,,' . ! 

3. , 	 J?isregard the first $120.,per month of.' ea~nings, and ,1/3 ,.of,. " .! ~~I. 
remaining ea~nings, and allow States to disregard ~dditional j ,_~ 4::'~' 
incpme. .... " , . " 	 t· .. 

4; 	 Extend the $50 pass-through for child, support to the food 
stamp 'pr'ogram; 

5 . 	 Reduce the Moe payment standard by 1/3 if any of the' 
following conditions are met :, 

'- The AFDe child and child's eligible parent live in the" 
same 'dwelling 'unit with the child's grandparent; 
There are no adults, in' the AFoe ,unit; .,and 
The AFoe unit lives iri a 'dwelling unit that receives a 
housing subsidy. 	 ' 

. , . ',' 

. ' 

,,,r.... 

',', 

,; , 
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,31-Jan,~1994 OS: 59am 
, 	 " 

TO: 'Alice M. Rivli:n 

TO: Bruce' N ~ Reed 

TO: ,Ka'thryn J •.~ay. 


FROM: Isabel Sawhill ....'_._ .. 

'.. Office. of,Mgmt and Budget, ~~ 


. - ::. 

Richard B. Bavier 

'Stacy L. Dean '. : 


SUBJECT: 'welfare reform costing is'sues 

According ,to HHS, our welfare reform proposal will cost between 
$6.5' and 7.S· billJon annually once it is fully phased in.--My staff 
had no opportunity to review these numbers before the were 
presented at a West Wing meeting on 1-25~, We ,are now beginning .to 

, work with the Department to understand their model and their 
assumptions: '. 

Our first goal ,i,s to achieve some c:larity about what the above 
numbers represent. ~or example: 

, 	 - Are all of the costs federal? What's assumed about, state' 
costs and federalmatch'rates? 
.- ,What's our exemptions. policy? 
~What's assumed;about· behavior in the case load reduction. 
numbers? 
- Are all of the ,child 'care costs for the working poor in 
addition·to what's in 95 budget. or are som~ in baseline? 

, 'Our second goal is to get. a better, uriderstanding of hoW' costs vary 
with the. specification of the policy :..- that ,is"to ,have more of a 
sense, of 'the costs of different optiqns so'that the President and 
others 'can make more informed choices. Since it .. would not make 
sense to look at every conceivable po~icy option (some have 
clearly been d~cided; others are not important enough to get 
attention from West Winger5!),we ne~d to decide'which are the mOre 
important open issues with sign~fiqant cost implications. The 
following list is my prelimil)arY'attempt to specify some of the 
options that we might be': in,terested in looking, at: 
.,~: 	 . . 

1. Up fr?nt job ~earch requirements' 

2. Participation ~ateand federal match assu~ed in JOBS 

3.particlpa~ionrat~ and federal match 'assumed in WORK 

4. Exemptions 



'1, • 

. .' ~.' ~lill1inating the 10'0 hour rule, the quarters of work 
test, .or the state option to provide benefits. for only 6 months 
for.tw6 p~r~nt.families_ 

. . 

6 
,., 

...Services to noncustodial parents 

............ 
. '. 

7. Liberalizing. the assets .test .-. , 

. .8. Time' limiting the w.ork program .and providing an in-kind 
....... saf.ety. net..9t some fixed percentage of current benefits.\.~..... 

. - .. ~ .. '" ~. 'Co~fcirm:ingFood" Stamp and AFDC filing: units or 'other . 

'program simplification measures (k.'J.l~ .. ~st.:tc.S· ... . 


. ' 10. coun~ing housing assistance in calculating FS benefits .~ 
):\- ...,;;....Ab \..,;c. ~;C ;\ ~ \...... • \.-... ~ 

11. Advance payment . of the EITC ~~\ ,=--/... ,. ~ ~." - '\ 10 . 
- . . 

.:12. Capping administrative costs ~n.WORK at different level 
or· assum.in.gmo:re borne.by employers'" \~f'I.-~~~' ... ,. . 

13.·~r~atment of part~time'work 

--14. Whether additional time on welfare 'can be earned 

15. Child support assumptions 

16. child care a~sumptions 

17. Demos 

We'need more discussion of the above list and then an'agreement 
-with H.HS· about· how to 'proceed to get more' information about these 
or other issues. 

http:borne.by
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February 11,1994 . 

MEMORA'NDUM FOR ISABEL SAWHILL . 	 '.. . 

FROM: 


SUBJECT: Rough' estimates' of policies for Bruce R~ed 
 . " 

' .... :.·..,,:j:heaHachea:s·pre~i'asheef table provides the .basis for a: 'fdughestimate'cifth's 'cost' . 
. . . effects .. of. the two policies you described to me .. ' (No behavio~al effects are modeled. 
,: ...:: :~: :cin 6th'er"-\\lords~ orrthislable, the program does 'not get anyone :'off-the rolls- anyfaster:) 

. 	 .-"'\!;,~".. . ' ~. 

1. 	 Half ofailPosHransitionalWORK assig~mentsate in4 'the private sector .. 
with the government' payin'g a subsidy equal to'· the AFDC benefit and the 
private sector employer picking up all administrative costs. 

The underlined row titled ·post~admin· reflects the administra~ive costs of 
. the WORK program. -These are high, and do 'not include child care. 

'They are base'd'on experience withAFDCwork' programs -that '·involved . 
considerable job development, costs,. as well 'as some monitoring .. (I'. ' 
have encoUraged HHS to look at the Ohio CWEP program from the mid
1980s. which is the clo~est thing to. a saturation CWEP we've s'een. and 
which probably has lower administrative costs, but·1 haven't made any 
'progress yet.) It i'sn't clear how much of these costs could be transferred 
, to' private. sector employers. 

However. it'is clear that a lot of the cost of the time-limit followed by .' 
commut1ity s~r.vice is this administrative cost. With' an estimate for total 
federal steady-state costs a' admin' rative costs' 
assoQlate Wit .ORK make u'p around 60 percent. .(As the smaller 
attached table shows. this' assumes a50 percent ·federal match rat~ for 
these costs.) If half of all WORK slots were in the private sedor with no' 'l\ 
,administrative costs, steady-state federal costs would be about $1..5: 
billion lower. 

, ,'. 
It's probably unrealistic to plan on- aVOiding elll administrative costs for 
one-half the WORK slots. Job development would stiUb.,e necessary. 
An ave'rage savings of 50 percent on administrative costs for such slots . 
seems p'retty optimistic.A~ 50 percent savings on 50 percent of the 

",' ~ 

. l \ 
WORK slots, the federal savings relative to full administrative costs for 
this group would be about $.75' billion in th'e'steady state .. 



r , 
, 	 " 

" ' 

'Experience with private secto.~emplo.yer subsidies, (either OJT o.r tax 
credii~) fo.r hiring disadvantaged peo.ple sho.uld d!sco.urage lis fro.m' 

'". , -' h,o.pingtrat 50 percent o.ftho.se.hiltingthe timerlimit co.uld be placed in , 
, subsidized private secto.r jo.bs; It looks Ii~e emplo.yers do.n't find it 

eco.no.mical to. hir~ these target gro.upsbecause o.f the direct o.verhead 
, (certificatio.n that employees are eligible, reco.rd-keeping, and repo.rting) 
, ' andbecause o.f expectatio.ns abo.ut,their Io.we.r pro.ductivity (so.metimes 
" 	characterized as ·stigma~). A table summarizing recent pro.grams and 

sectioos fro.m analysis by o.ne o.f the is§ue gro.ups is attached. ' 
, , .,.")" 	 ,,-,.,. 

Because AFDC pare~ts reaching the t~o years arepro.bably go.ing to. be , 
amo.ng the ;Ieast jo.b-ready, persuading private pectbr employers to. hire ' 

; ~" 	 :.., them will, be even harder. (Attritiono.f.le$sjo.b-ready seems to. be a large 
facto.r in the o.peratio.n'o.f intermediaries Iike·America 'Wo.rks, to.o..) On the 

" ~other handt'we, kno.w that ever:l,ve.ry. dis~dvantaged AFDC mo.thers,o..f:ten 
,", obtainjo.bs witho.ut a subsidy.'so. we' sho.uldn't co.nclude thaLthey are all 
. urielTlplo.yableand subsidie?"are.ho.peless. A deepsLibsidy with few 

" direct administrative burdens might induce mo.re hiring., (It might induce 
, 	 abuse, as well.) In ariy c'ase, I do.n't kno.wof evi,dence we co.uld 'marshall \ 1 

to. justify '8 predictio.n that hal( o.r even o.ne-fo.urth,' o.f WORK participants ' 
wo.uld end up in subsidized private secto.r jo.bs. ':' 

,,2.: ,Half ,o.f WORK' participants, are placed in jo.bs in expanding go.vernment 
, pro.grams, such as pro.vidingchild care fo.r o.ther AFDC parents, wo.rking 
in Head Start pro.grams, o.r mo.nito.ring o.ther ,WORK participants. 

" , • "l" 	 , 

. This, po.licy wo.uld reduce the Co.st o.f welfare refo.rm by the amo.unt o.f the 
benefits o.r wages paid to.'half the WORK 'participants(ascompared to. ' 
the 'first 9ptio.n'that wo.uld reduce'th~ administrative Co.sts fo.r half the 
,WORK participants). The Io.gic,is that the Co.stso.fthese services (e.g., 
child care) already appear ,in, the welfare refo.rm p'ackage; o.r in the ' 

',Budget. If the benefits o.r wages Of peo.ple perfo.rming these 'jo.bs instead 
are paid by welfarerefo.rm, an o.ffsetting savings must appear , 
so.mewheree'lse. The pro.po.sal attempts to. get savings.fro.m the value o.f 
the wo.rk ,perfo.rmed bythe WORK participant.' ' 

• • '~, . t. - • 

, It is stipulated that the jo.bs must b,e in 'expanding progr~ms,ino.rder to." 
. ayo.id running into. displacement' issues~, ' , " 	 , 

, Th.e range o.f o.ffsetting jo.bs into. which WORK participants'Co.u Id 'be 
placed is further limited by current cost-sh?ring arrangements and budget, 
sc'o.ring rules. Fo.r exari1ple, placing a WORK participant in an exp'anding 
Head Start pro.g'ramco.uld reduce the amo.unto.f Head Start funds ' 
,ne~ded fo.r· staffingt~e expansio.n. But there wo.uld be no., automatic 

2, 

http:welfarerefo.rm
http:witho.ut
http:obtainjo.bs
http:ever:l,ve.ry
http:expectatio.ns
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savings to be scored because Head Start'is a discretionary program with 
an annual appropriation. (On the other hand, if Head Start hired a 
,WORK participant, that could reduce the number of WORK jobs needed.) .. 

. . '.', . ." 

To get automatic savings, WORK participants would have to ,be placed in 
.. additional jobs planned under welfare reform (such as additional child 
care'providers or additional monitors) or in. some other open-ended ' . 

. entitlement which the Budget says will expand. Medicaid continues to . 
grow. It may b~)hat assignment of WORK.partici~antsto provide;. " 

'. i,:'services for which Medicaid .pays, for example nursing home care;:~ould ../ 
, be scored as automatic Medicaid savings. That would be a lon'gerreach 

than scoring· automatic savings jn AFDC child care from assignment of 
.. 'WOFUS participants to pr<?vide·child.,carefor other AFDC mothers. :-..... ,......,..~ _ 

. The underlined 'rows titled ··post-transition, AFDC/wages· reflect the .. .. ~ ..'~ 
benefits or wages paid t6 WORK pa·rticipants;· In a steady state; the 
federal~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 savihgs,federal steady~state '1[' 
spending on welfare reform would be $2.3 billion lower th.an otherwise. \ 

Attae,hrilents 

cc: Barbara Selfridge 

. Stacy Dean .. 


\ 
~. 
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N~ b«Hlv:o:.1 eh.n~. , . ! "i 
tt.aoy stat_ y_ar 1 y_.!t 2' y_ar 3 yut 4 y_ar 5 y.er e year 7 year & year 9 y.oar 10 &'YUI"l 10·y~'rt st..~ stat. y.a" 1 5-yur1I 1Q.y..,. '!toady Itate 

total total total: federal 'eo.fllI 1«MraI 1&U./'a1 
Non-pa"",,'" 897.000 '60% "174.35. 295.105 .390.1n '07.1148 . 531.459 583.743 828.201 .8ft,733 700.439 730.1.9 897.000 . 897.000' 

O.f..,od 20.9% 227.615 385.24. 509.302 010.49B 893.800 782:055 820.094 .870.398 914.398 953.208 1.171.000 1.171.000 

TranSltltm 28.5*4 687.705 1.163,970 1.25&,412 1,319.587 1,4004,959 1,430,5"'9' 1:452.S1~ 1,411.8B9 1,489.374 1.598,515 1.598.515 

C"""""""''Y ••""'" 1.839.465 34.6% 262.549 524.959· 897.'78 1.047.240 1.177.254 1.290.B22 ',390,802 1.939,485 1,939,485 

Part·trne WOr1Utf$ ' '''1' : ' 


~klnd salery net ~' . . f 

TOI.I 5.8<l8,OOO.. 100.0% 1,089.877 1,_,323 2.438,500 2.922,On 3.321,470 3.1148,234 3,028.084 4.1M.60B ',377,5".8 ",583,353 5.0oe,OOO . " 5,_,000 


Percent of pNud·ln 

D.feH~ 24 n 24.9% 24,9% 24,$'% 24,9% ' 24,9% 24,0'% 24,9% 24.9% 24.9% 24.9% 

Tmnsitlon 33.9% 15.1% 75.\% &1.3% 53.7'"k 49.::r'AI 45,8% 43.4% 41.5% 40.0% 38.9% 

C"""""""''Y 54""",, 4 ..2% \3.8% 21.4% 28.0% 29.3% 31.8'" 33..... 35.'''' 38.3'" 

Part·trne wofi(ers 	 ., . 

Inwk.hd salety Ml . 

Phued·nfTotat HX),O% 19.4% 32.9% 43,5% 52.1% 59,2'% ~S.1% 10.0% ·74.3% 78 '% 41}1%
i

., I 
TOIlI reform (mils) S51.tIll5 S•.572 So SIII4 sl,oil '2,183 53.087 53,870 $4.542 55,128 55,835 S.,084 '8,554 $31.8,11 SS,S72 ($0) 11:1,_ '18,802 55.0&4 

AFOC b..... ft .. (mils) S25.S12 (53M) 50 50 ($57) (SI05) ($145) ($179) (5200) (5235)· (5258) (5278) (S3oe) (S1,.87) ($388) SO, ($189) ($807) (SZ13) 
lood stomp. (mil.) SIS.743 S831 (SO) so S92 S171 S238 5292 5341 5383 $420 $452 $498 52,385' S831 ($0) $498 $2,33!5. S831 

up lroot)Ob •••"" (mills: • . I . . 
Iral11l ...v.(mlllo) 51,59i1 .5599 S.1I4 S2se 5320 un . $405 $431 $453 $472 $489 SI,112' S3,381 .,; 5599 sm $2,353 $419 .po".'_ (mill.) H.l1J. IU1l 	 lUi W1i 1Ull u.m Sll.U ILill IUD. wn l4.O.U. IAZ.QJIl !' 1U1l' lUll I1UQ1 I2..m 

"FCC <HdE';"r~ ~:~~l $3.013,: 51,m so S203 . $451 58:~ 5839 5094 SI,I~ :SI,249 5~:~' S5,5~~ SI,913 $4: SI,339. II:I,S: 
nonAFDC cHid ...'" (\Till so SO so so SO so so 


Y()U(t>ors (milo) 


Non-poroi11al ond ",,'.mHI 
"FCC """.ft.. (mils) $9.554 Sl,857 S3,l.3 $4,158 $4.981 S5.881 $8,218 S8,891 S7,102 57,481 S7.= 

lood .tamp. (milo) SS,575 $1,084 51,634, $2,425 '2.908 $3,303 $3.ti28 U.1I04 $4,14<1 $4,353 $4,538 

T_on 	 .'; 

AI:':/:=~::~:l :!::: 	 :~:!~ :i}: :~::; :~:= ::~o! :~:i:~ :~:= ::!~! :~:= ',:::~~ :~:= :::~~! '~::: :~:~~ :::!: 5~::r < ::~~ 
Job ..."" (\TillS) $400 $172 $291 $3.. S330 5343 _ $351. S358 S383 S308·. '3n Sl,'!Ill 53.282 .$400 Sln Sl,'!Ill $3,2e2 $400 

tnlrwng (mI") $1,199 5518 SS73 5942 S9110 S1,029 $1,054 S1,073 Sl,069' 51,104 51,117 $4,349 50,788 ",'99 '381 S3,045 se,851 '839 
chid",,,, (mI", SS19 5378' ~ se91 ,m '754 5773 $787 S799. SS10 SS10 $3,1110 57.177 SS7'li '2e5 $2,233 55,024 se15 

p""'·tnu,.'Oon 
"FDC"'_gn (mI1Io) HAll 11.Ul' az.m IUft lUll lUll' auQ1 IUlIl H.lM. - am mm ,HAll &t.lH. &:tUn H.l1I 
Ioodltamps (mil.,. 55.•59 5854 S1.588 52,189 '2,111 $3,1114. $3.558 11:1,000 $4,201 $4,828 S22,180 '5,SS9 $4,828 '22,180 S5,SS9 
work_'*"" (mI") 55,816 $848 51,575 52,17' $2,892 '3,142 53,532 11:1,872 $4,172 $4,59(1 S22,OO8 55,818 52,298 511,003 $2,_ 

chid."'''' (......) '2,13~ 5311 S577 S7'li7 '981 $1,152 .51.205 51,420 $1,530 ",eas SS,08O 52,133 51,180 55,_ 51,493 

1r>«IrAI ..'.ty .... , , 
_"'(mill) . . 

Iood.tanl"qmll.) ··,1 

."."·Umo work." l . I 
"FOC(ml1lt) ;' 

Iood .tamp. (mill) I'i 
ElrC ("';h).. .,. ' 
~~~ 	 , 

lood .lamp .f'/aoll ""'" i1 
"FOe oIlglbtltyl...... (mlh) " 

txJta frt,m ~ctI On e:.dt nlM -. "f 

Iood .Iampt (ma.) . SO SO . SO SO SO 
EITC (milo) ., , SO so SO ~ SO 

"""""DC cHid C6'" (mill SO SO SO SO SO 

Saolb 	 .~ 
Total ("';1.) $43,112. 535,'" S29,82O S25,273 S21,131 $16,813 SI6,.23 $14,3110 512.e28 511,087 111,728 

AFOCboneftto(mlll) 525,900 520,885 S17,37'1i S14,_ $12,307 'S10,555 S9,045 S1,781 se.849 '5,075 $4,817 
1o<>d llampt (mill) S1S,113 "2,175 S10,141 . SS,539 S1,234 se,15~ 55,278· $4,529 53,880 $3,312 U,811 

JOSS ("'") SI,OOO ",000 $1,000 Sl.000 S1,ooo $1,000 51,000 51,000 51,000. Sl,ooo $1,000 
chid "'.. (mila) ".100 Sl,l00 Sl,l00 $1,100 $1,100 51,100 $1,100 $1,100 51,100 'SI,I00 $1,100 

"".011......ooIoadw/out lrat 10 y.a1O 	 .,518,324 3,781,e77 3,187,500 2,883,328 2,2114,531 1,1157,787 1.8711,918 1,.39,102 1,228,454 1,042,847 
5,_,000 5,_,000 5,_,000 5,808,000 5,_,000 5,_,000 5,_.000 5,_.000 5,_,000 5._.000 1 
5,_,000 5,_,000 5,_,000 5,_,000 5,_,000. 5,_,000 5,_,000 5,_,000 5,_,000 5,_,000 . 

...oIoad dIIoroooo 	 0 0 0 
O.~ 	 O.~ O.~ 

J
;{ 
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': I r i 
:~o t;ehevior$f ehll"'9~ 

Baselino easoload .5,606,000 

first time applicanls 1,089,677 
 ,Iiall applicants 2,051,228 

Up,front job s.3lth il:; 


unil CO'st s;r,:~ i'll':4 

Gntry rates 
 1(Ie,"", __ 

Transltion program 
monthly AFDC : $.~~'i ~5% 


.nnual AFDC " 54.620 
 ,; 
, monthly food st.mps max ,$3(;4 100% i
, annu.1 food st.mp. $2,696 ;,\'" ~ I 

non-parernal caretakers 1"·~. 


dolo"od ~~:% 


total , 

:)"to:
'N 

transition Period wi year! Z: 

average transition costs "'" 


job .oarcn SUlCQ !TJ% 

training t3,W\.~ 7ll"l':' 


child-care S1~100 i'O% ' 

tra~sh;On participation 


rato by nonoxempt 50~ 


rate by all 32% 

partie"ant. in job soarcn 50'><0 ~f " . , 


participant, in training 50% " 

wi child caro S{;~·~ 
 Ii 

Post transit jon 
avg admin cost Sll,t)Y.) 50% 

i , .Jchild'care S2,2")() 7V% drna, yea", (1 ,2,or'20) 2v' r )\ 

wages $4,420 5S~ 
 .' !food .'amp. $3,021 100% 

In-kind ..fol nol 

..Ioly noV modian 7S"" 


...J , voucher '1,941 55% 
 "::.:' 

lood .'amps : ,,$3,946 100% 

entry rato. ioo% 
effect on e,~ r.t•• 

year' l00'll. 
year2 100""; 
year 3 1()(J'r. ~;, . 
year. l00'll. 'I

boyond 1 t)J",4 

.! 
effect on return ratas 100'><0 

ahare of Impact. on .,'!,mplS, 1)% 

i;
food stamp off..,. from 0% l'AFDC .Iigbilify restrictjons :~. 

~ 

costs ol.d. due,o impac19 on worlt "ere.III leaving lor worlt !.c.... 
annu~1 earnings 1;8,640 , 


food stamp. $1,960 

ErTC ~,536 

lime·6m~ lor 'par1-~Im. worlt.";{y"" 

baseline part-timers 0% 
 ',' 


additional part-timers 0% 

tol.1 part· limo", 0% 1: 

AFDC w~n han-time wage. '$1,280 

lood OIampo $2,631 


mc $1.168 


'.. 
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. June 18; 1993 

Employment and Wage Subsidies, . "j 

• _ < " , .; '.:'" :; ~ ~!~ w; ~ i . 
The following matrix kJentilies major design dimensions of govemmentsubsidies of employment. lists the major altemative design 'feeturgs. then. summarizes both the Intended 
effects of incorporating the elomant in !;he design as well es collateral. often unintended and unoo"sirtld. effects. The matrix fohusSes.on aspe~ts'hf,job 'subsides most rglevant to 
planning for time-limited we!farg' policies. Some program. design issues. rtllevant to job subsidy progrsms in other Con~xts a~ ,!gn6rei:i. For example"Issues rglatedto the counter
cyclical, GOP, and InfatiOnal'f effects of job subsidies arg not included. Nor arg issue'srglated to subsidies available td employees rggardless of prgsent or fonner we/farg status, or 

available only. to certai~ rggions or certain industries.' Although, arguabty, it is just a variety ollully-subsidized job, public employment is not IndUded harg.'· . 
'. 	 e'.. ,', . . 

:::1 
..:. ; 

, Design Dimensions Alternatives Intended effects 	 Collateml effects r: Examples 

Targeting Less t~rgeted 	 Ease of administration. More Increased costs. NJTC; EITC' 

equitable than targeting. on some 

basis other than need. 

. 	 . 

More targeted . . Increased employmentor~wages' . Substitution. of target group " T JTC, OJr, NSWD, 
I, for target group members. members for; other jemplOyees. work-supp, WINcredit, 

Efficiency. '1 Induced increase)ntarget group JOBS68, ~RRs 
~mbership. ! j.. . ..' 
. " . t : 

Duration of program . Permanellt . Predictability. Ease of Windfalls to'~mplOyers who' , EITC; OJT, work-supp, 
administration. substitute subsidized for TJTC, BRRs .. 

'unsubsidized employees. 

. Temporary Reduction in Windfall to Accelerated~ rathElr than· NJTC, NSWD, 
~. employers who would have hired increased, 'employment; . jOBS68, WINcredit 

:. ; 

anv.way. ~~ .-
InsuffiCient time to ihcrease 

'.;1 

'. ,employment by p~nning for 
substitut!on.of factors'or inCrease 
in scale. 

I 
" " . t .~ t 

EITC -Eamed Income Tax CF9dit (1975 to prgsent); NJTC. New Jobs Tax CF9dit (197.7·76); Tirc.• Targeted Jot;,s,T:fuc ci'edt (1979 to present): JOes6e • contracts to 

offset added costs of hiring disadvantagecf (1968-73); WINcF9dil. T JTC prgdecessor for welfarg rtlCipients (1971~81): wOrk-supp'. grant diversiOn or work supplementation ror 

AFDC rtlCipients (198110 prtlsent): NSWD - NatiOnal Supported Work Demonstration (1976-81); OJT. on-the-job·tra\ning urider' JTPA and pradec:essors; BARs. income . 


, dism~rds lowering benefit F9duction rates in AFDC ($90Imo for work expenses. $30 plus one-third for four months, then $30 for Bnother eight);and the Food Stamp Program 

(stan~rd deduction and 2Opercenfof eamings) to offset work expenses and crgate work ince.ntiVes. ': I,: : . ::' . 


~t;n 	
\... 

·i· 

I 

http:substitut!on.of
http:fohusSes.on
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Design Dimensions 

Qualified 
employment 

Size of subsidy to 
employer .relative to ' 
labor cOsts 

,Duration of subsidy , 

J 

t 

" Purpose of subsidy 

Alternatives 


' All employment 


Additions to 
employm~nt 

Small 

Large 


Temporary 


,Permanent 

'l' 

Increase hires 

Subsidize t~ining 

\: 

Intended' effects' 

Ease of administration. I' 
i: 
! 

Increase impact by sub,sidizing 
. only increased employment. , 

Reduce windfall: .' 

! ' 

lower program cost. ,less 
windfall to employers. ' 

,Greater incentive for participatio~., 

Maximize efficiency of individual 
subsidies by not subsidizing after 
the point that employer would , 
retain employee and employee' ' ' 
would keep' job without subsidy. ; 

Assure job retention and income
floor for sUDsidized worker. ' 

Acceleratehiljng (that would ha,!e 
taken place anyWay). ',Give foot~' 
in·door to targeted employees, a 
chance'to demonstrate " 
productivity. 

, hlcrease hiring and employment 

of workers who would not have 

beenhireCI 'beCause-of cost of 

training necessary to raise 

productivity . 


! . 

'I, 
I': 

. i, " 

Collateral effects' Examples 

Windfall to employe~s. EITC,:BRRs .~ .~ 

, ' , 

.'Govt induced oonlpetitive NJTC 
disadvantage for ,eh,ployers 
unsubsidized due to inevitable 
arbitrariness inldefinition and 
error inmeas(lrement of i 

incremental emplc;>y~ent. 

lower uptake due to ,Jess 

reduction in labor costs for 

employers. Substitute part-time 


~.for full·time employees. ' ",. , "t, 
• • d 

Higher costs.' I; 

Inducetu~~ver~en subsidY TJTC, NJTC, work- , 

ends.' . supp;WINcredit, 


JOBS68,AFDC-BRR 


~~ 'I 
, Reduce program:eff~iency - ' EITC, fQOd stamps

BRR; ,spend mo~e,o! p~bl~ r~sourceS i 

on those who'wo,uld)'emain '.: 

emploYe9 anyway. ; ,i, 
 T~ • 

~ : t' 

Inducetu~over, IQw~r averagy'!, JOBS68 

tenure. ' ,
h, " r 

,I 

t··, . •4 

Induce turnover ..N~ effect ' TJTC, NSWD, work
depends on hum:an~pital supp, OJT ' 

, enhanoo,ment in tr,.ining. ' 

!' i 
f 

) 

f~ 



Design Dimensions 	 Alternatives 

, Subsidize wages 

Increase 
employment' 

, , 

.DireCt recipient 	 Employer 

~~)f 

Employee 

Method .. 	 Tax credit to 
employer 

j • ~ 

Tax credit to , 
employee 

Require hiriilgof 
target employees 
as condition of 
govt contract. 

i 

;ir: :, 

'! 	 , .';:< 
~; 	 l 

Intended effects I ' Collatenii effects i 	 Examples'. 

lricreaselabor force participation ,', Induce increase,in'target:group EITC 
and income of workers'whose rnenibership~ lriver~e,targeting • 
reserVation wage exceeds their higher subsidies td'thosei with 

!;, 
ft.'!. 
'':i', " marginal prOduct. higher wages, May increase ' 

, hours of current employees' rather 
than number of employees'. 

. ~ ':. \ ,.' 	 , . . 

Increase employment by inducing 'Induce increase in'targetgroup NJTC;'SRRs 
substitution of labor for other "membership. , Competitive ' 
factors or increasingsc;:ale of 'disadvantage arld'reduced ,'1 
production., (probably skilled) employment in:: I 

industries Pr09~ci~g ,cap~al. ',: . 
intensive substitute goods." 

. . , ' '. ~ . t '" ",: 	 ] . ~ #, 

provide 'incentive of reduced Stigmatize subsidized:~rke~. i T JTC, NJTC, work
iabor cost in most visible way. ,ImpOse cos1:of, administration on SUPPi NSWD, OJT, 

employers. 1 ':;, ' " JOBS6S, WINcredit 

Provide incentive of higher: When targe~ed: by' income and ~ .' )IEITe" BRRs 
income in most. visible w,aY. permanent, increa'se "tax" rate on'~ ,t' " " 

: ' employee as income rises and' 
! ' ., subsidypha~es oUt. ' 

" . , 
, Administrative' efficiency of using ~, T..JTC, NJTC, 

~ 
current tax collection machinery .: WINcredit 
additional staff need~mainly ,tor', , ;:, ~ '. u 
audit. ' , ':' 

,No welfare systemcontactH Uses lo\y uptake in E!~a~e Payment." EirC 
current tax collection machinery -' of credit; so potentially large lu"", 
additional staff needed mainly for sum payment at tax :refund t~rne: 
audit.' ExperienCe with EITC suggests 

potential for fraud ,that is too '

expensive to a~it;;an~ prosecute. 

Efficiency - bids for lowest Administrative cost's of monitoring 
subsi~ tOl include specified complianCe. Depending 'on rules, ~ . 

number of target employees in 
contr~Ct labor force. . 

incentive for phantom elTlPloyees. 
,;, ! t 

I ~, . 
, , 

" , 

\ , " 

! f . 
: t' :: ,F

! .,; 
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Design Dimensions: Alternatives 

Transfer to 
,employer 

Transfer: to 
,\,;employee 

, 

. ~. 

~. ~ 

~ . 

.~\ 

Intended effects .. :. Collateral effeCts i: ,:,Exainples '.' 
• j' ~ 

More documentation can target .' Higher administrative eosts for ::,,' ,bJT. wOrk~suW. 

'subsidy to individual employ~e .' employer and goverTlITlent: , " iNSWD 'JOBS68 


..'.. ~ • tI ' ::; , '" , and employer characteristics ana " ::, j:' ':I.j . 
reduce fraUd. 

" ~. ~ . .; ~ ; ;", . .' 

, Best targeting to employe~'s Employee'must cortle into contact BRRs 
need, Sub-yearly ~Iigibility period with welfare system: Higher . 
provides benefit closer to period levels of targeting, .;: , " f'Y, .• 
of eligibility. documentatio'n, . and.:auditimpose ",; ft.I 

higher administrative cost~. 

,,!
,
: 

;·1 

,j 
~ , 

'til 
~ 

~ 

,( 

I,,,'
~;' 
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as'many as half of the mothers 'on welfare may be ,significantly underqualified for simil;:u
jobs. Welfare-dependent mothers are less likely to have job experience aDd more likely to. 
face diScrimination in the Jabor market.14 This group is likely to include those who need a 
'little extra help and enCouragement as. well as those who have intensive emotional, 
disciplinary ·or social problems., '., '. ."., . , .::.. 

,,:c;, ' 'c) . TAX INCENTIVES AkONE ARE NOT ENOUGH FOR EMPLOYERS. 
•"Employeiincentives to hire welfare tiCipidrits·:have.traditioijallYebme in the form of.·, 

-.' 	 targeted tax incentives. We fiDdthat the value'of the taX incentivelsoftcnoutweighed by the 

amount of paperwork required and the stigma attached to hiring welfare recipients. If' 


'Z :~ • '''',"', ,~ ,- ·...~targeted, tax- incentives are'to be' effective, they must be ,accOmpanied btadditional. services', ' 
such as screening, preliminary training; or a probatJonary work period. ' , " 

. .... .' . ..,.,,' - ' :ni'e~ evidence clearly-indicates tnat tax incentives 'alone·.are not- enough. LermanL5 

notes that 'undet'both the WIN program and tpe TITC, only a~all ~fraction of the employers 
. claimed credits' for which they were eligible. Burtless16 conducted an experiment with' 

" . employer voucbers 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 to hire workers marked as "damaged goods" despite generous' voucher payments,. some 
of which could be~dee]lled as cash instead of tax credits. lQ addition to the stigma ' .' . 

-, ,-, "'ex-planation;'-Bish6pand Kang~7 explain the low employer"participation rates in incentive . 
" ., ..... . programs'by the high level of administrative costs for processing 'the incentiv~s. . "', 

On the other hand, tax incentives can ,be packaged together with other employer. 
. ..' , .... '. . ', .. incentives' to' provide an attractive overall package.1S The stigma problem may he overt:oJ;ne' 

, .... by providing subsidized recruiting and screening ~.well as the initial training and support in \/ 
14. Institute of Wom~n's Poiicy Research. Testimony cited above., .. 

IS Lennan, 80bert. "A.ComparisOn of,Employer and Worker Wage Subsidies" in Robe~ 

Haveman and John Palmer, Jobs lor Disadvan.tagedWor~rs: '7he Econo,;iicsol Employment 

Subsidies, 'The Brookings Institution:·. Washington, O:C., 1982.:' 


. .' . - " 	 :./. , 

16 Burtless, Gary. '!Are Targeted Wage. Subsidies Harmful? Evidence froI;D aWage. 

Voucher Experiment."Industrialand LAbor Relations Review, Volume 3~, Number 1; -.: 

October 1985, pp. ·105-114. '. .". .' 


17 '1991 ............:••• 


IS Ernst and Young report .. on the value .of America Works placement services. " 
Forthcoming. ,The study indiCates that employers may save as much as $2500 per person by , 

. hiring through AmeriCa works.' '. . . ..... . 

http:package.1S
http:market.14
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. I ..*.'/' a:'-new jOb.19@oPleemPIOyershavesu.ggestedaone-:-yearexemptionfrom· the. health care .' '. 
. man~te for ex-welfare bke~ addit~on. employers ~ screen appli~ts further if allow~' 

" 	 to hire the workers ona temporary basiS before coIDIIllttmg to permanent. employment. Any . 
federal ~istance to promote bundling ,tax' mcentives with other emp!oyer incentives must be . 
fiexi,ble enough to allow. local markets to sla?C se:,icesfor employers. 

d) .c::!,-:TRAIN1NG HAS MODERATE, 13W MEASURABLi'EFFEcrs.: Although low 

skills are'. a severe 'problem,~ training programs are not a' quick fix fQr welfare dependency. 

, . Inexpensive progr~s~{$100-1500.~r person) provldeshort:':term job search _ 

assistance, remedial education', voeationaleducation or workexperienc::e.. Despite variationS .in, 

economic'cOndition$ and progr'!ID~design, the majority of the, evaluations show some 

improY.~IPel!~ i!J ~g~!,e~ployment. and welfare. exits in,comparison.to· a colltro] g,tyup.:m ........ 

Howev.er;:even~the limst succesSful programs only. raised einploymenrlevels from 24 percent- .. 

in the control group.to ~5 peic::ent in .the trilining group. Thus. '{hetraining program oJt1y .. 

changed the outcome for ~bout 10.percent of the group. 'While this improvement i~ worth , 

achieving. it, dOes not ,help. the tWo-thirds of the group who would riot get. a job on their own 

or with 'the help of atraiil.ing program. Additional caveats::. 1) Exit rates ,from welfare tend 

to· improve even less than. employment rates. 2) The cOntrol group in' the San Diego S,WIM . 


. study caught up with the trained group by the fifth year after training.:!1 3) Neither the .most 

- job-ready nor'the least job-ready benefit· from inexpensive training~as ,much as' the middle 


.' group: ,the most job ready will findjobs anYway, arid the Jeastjob-ready do not tend to get 

jobs after a quick Pfogram;Z2 . . 

More 'expensive, targeted training ,programs, such as the home health care aide' . 
demoDstration,can cost from 54,300 to 58,700' per participant. . Although intensive training 
programs tend to have .less impact on rates of employment, they create larger bOosts,. in 
earnings for thOse employed..Participants in the Home Health Care.training increased their 
earningsJ'y $1,200 or ·52.600 per year.23 lIi; contrast, inexpensive job search or wo.r.k 
experience programs tend to raise eainings on average by 5400 or Jess.2A Intensive ptogr~s . 
may be.able to increase actual wage levels, while inexpensIve programs 'simply increase hours 
worked. ' ". 

lbus,.e.ven if we Collid afford to put 'ev~ryperson on'welf~e t,brough a quick or an 
, . 	 '. " , . 

-------~--,<. " 
19 Supportive work demoristrations from the 19705 have had strong impacts on job Jetention ' 

~d later employment. See background eapers from the.Tran~jtion .Issue Group fo~ references:' 
~ 

20· Friedlander and Hamilton. Gueron. 	
.' 

n Friedlander, and Hamflton. 
\ : 


22 
 Gueron and Pauley~' 

23, ' Bell and Orr 

. 24 	 Gueron and Pauley. 

http:group.to
http:in,comparison.to
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON,D,C, 20503 


.,-- :.. 

'February 14,· 1994 

'~" ,;".. 
"I '''''h''_

MEMORANDUM FOR THE DIREe'TOR 
DEPUTY DI~ECTOR 

FROM: Belle Sawh1~~ 

'SUBJECT: , Welfare Cost Estimates, 
'.,.._'.... 

.~ ...... 

The,costs of welfiue reform depend on 

.• ' the contents of the plan, ..:,. 
• ',' the- phase-in strategy ,and time period for which costs are estimated;. and", 
• . the behavioraHmpacts of the plan. ""~ . 

This memo lays out some of the issues we .face in each' area and seeks your 
guidance in resolving them. 

The Contents of the Plan 

There are a large number of possible' reform options consistent 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, ,notjust a portion of it;) I believe, based on our-staffs~ work, , 
",that,the range of annual steady-state costs varies'from~ero to $10 billion with the 

most reasonable estimates probably falling' in ,the middl~ bf thi~ range. We are now 
'workin"g with HHS to specify·the most rellwant options within" this range. so that. 
you and others can see what kind of policy you can buy for diffe'rent prices. ' 
Although we will have much more detail for yo~ later, ,the most relevant ,issues are' 
likely to be: how much child care is expanded: for the:,v\lorking poor, whether the' ' 
work slots are tim,e-limited, and-the administrative costs of creating jobs. ' 
· . ... ", • ~ , ,P",', • 



.,.'I 
, '. 


The Phase-In' of the Plan , 


Most of those 'who have worked on the plan agree that it sh'oYild be phased ill 

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: 

withalLnewapplicants (~?<isting recipients wOlJld be grandmpihered).. Underthi~ .... 

assumption, it turns out that the federal costs of a basic refo(m plan (the time-iiniit" .,'-- ....;; 

folloWed by community service,· with related' training and child' care c'Qsts and . 

assur:nlnirno behaviorale!fec~si!_based on verY preliminary' estimates, ~r~~as . , 

follow.!):.. ~... , .;::.fliI;> 


,First five years (cumulat,iver't' ' ,$3 billion 

. .. First ten years (cumulative):' 8 billion -. ' 


, : ..... ..__.._,_.,~. Steady state (one year): ....,-,· .,5 bi.llip ..n ..,' ; .. <:~:: ..~' 

." .. ' Stead'y': state(fiveyearfij:-~,~,5 billion --,' 


,As these nLirnqers plainly illustrate; the phase-in path. is critical. as' is the'spebific-,' ' 
time period for which costs ,are ~stimated,~ridpresentedto the public. Depending' 
on which period is picked we can say ,the same plan costs anywh~re from $3 to 
$25 billion, Note that Senate scoring rules adopted in last year's budget .resolution 

'r~quire a 10-yeaLwlndQw."Moreover, jo~rnalists, aig,ed by outsideanalysts,vv~IL. __ ,.. 
surely be in,erested in preser:'tin~tste.~dy-state estimates even if we do not. 

. . .. '" ~'." .,' ': -" '. : 

Behavio'ral 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 t9 reduc~ the number of people coming on to the' . 
rolls" The theme of 'work and responsibility, with its emphasis on ed,ucatjon~ 
training, and,jobs, is intended to move pe'ople off the rolls. M~h)Y 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 costs of reform. The problem is that it is 

, do.ub~f,ul that C~O ~ilJscore much if a~y of these savings. Crheest~~ates ~ited " 
above ,do not ass'ume any behavioral impacts.) . 
'.' . 

, ~, 

Ootions 

In the face of these fatts, it s~,ems to me that we have three' basic options: 
, . , . 

Option One: CouhtJust the First Five Year Costs 

If wed.i.d this we could propose quite a generous policy and fully offset i,t. The 
downside is that we coUld be blown out of the 'water by outsideanalystsand.be 

, " 
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subject to a point of order in the Senate. Republicans would argue that we had 
lal!nched an expensive policy and only paid for its opening.wedge·~ 

t. . 

~::.:'i 

".cOption Two: Count the Steady-State Costs" . 
. ~ 

This would' be much more' credible;·,b.ut·would 'necessitate proposing a much 
-tougher. policy unless 'we come up with a lot bigge'(offsets than a'nyone is '.' 

.,contemplating right now or assume muchbiggerbehaviotal impacts than·CBO is ", 

. likely t~. S90~~~~~"" would probably' need "to time limitthe commuriity..~ervig~J9"~~~~,, 

·cutback on~child 'care expan,sionsfor tt!e working poor, a,nd fi.nd creative ways to 
ke.ep"the costs·'of the work program down. A variety of .popular ado-ons, (such as , 


.. " . : .. ";::"';' .Iiber.alizing the ..assets test,treati.ng·tv.,(o:.parentfamiIJes:;Jl10Je.Jike. one.p~rent .. 
, . - '" 

-"-".,' 
~ 
 . '--. 

families, experimenting, with c,hiid suppc;>rt guarantees) wQulc;1 probably have to be ----••£.... • 

dropped. ::'" ' .... . , 

, Option 'Three: Propose a Five Year Program Qnly : 

We could make the argument that we believe that 'behavipr is 'bound to change 
under our policy,' but that '!Ne plan to rigorously 'evaluate the. program ov.era five 

,.year period to measure ·its ·effects.andJhe ,associated cost sav.ings.,.We could. 
propose to sunset the legislation at the end of five years ·at which time we might 

",ask",the,COQgress to extend and possibly modIfy it; depending on what was .Iearned 
over the first five years~ This. is a sensible approach that avoids some scoring 
problems but could be criticized for not ending welfare as we know it but rather 
experimenting with welfare ~s we kno.w it. ' " . , . '" .---' .,.;, 

',' 1,. 

The above is just a first installm,ei'lt on what will ur:idc)\,ibtedly be an extended 
discussion of these issues. I will be setting ~p,.some meetings so we can talk 
,~~out' therfl furthetand .ge~ your input. ' .. ., . 

'Cc. , Bruce Reed' 

KathiWay 


....\.'Richard Bavier " ' 


Stacy Dean 


.... ,; 

,', 
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, -' EXECUTIVE OFFICE bF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

, ' . WASHINGTON', D.C, 20503, ... 

, May 5, 199,4 

MEMORANDUM'FOR WELFARE REFORM CO~CHAIRS-' 

,FROM:, , 'Isabel'Sawhill~ 
. ." , 

SUBJ.ECT: Welfare Reform Costs 

, 'Working together, we have made, steady progress ,toward developing the 
,.. -. Administration's welfare seform proposaL ro keep us en track·for submitting 

legislation this Spring, it may be useful to lay' out some of the cost issues, that ' -.,-.. 
remai~: A common understanding will help us deal with these issues 
,systematica~ly and quickly, andcontribute'to a better final , product. , 

Cost issues that depend on resolvi~g outstanding policy questions are outlined 
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 reques~s are based on the data provided in the cost tables in the draft 
memo prepared by HHS fo~ the President and dated April 12, 1994 and the April 20, 
1994 memo on "Cost estimate memo components" prepared by DOfl Oellerich and 
Jermifer Meazey.' , ' 

Some of our questionslllay alre'ady hilVe bE7en answered l or may reflectan 
incomplete understanding of agreed-lipon policies. If so, weid welcome, updates;', 
Staff at both the'Department arid here at OMS· have been working together to clarify, 
outstanding issues, and have been sharing mateiia,ls. Nevertheless, we s~illiack a ' 
great. many details.· Wherever possible, these details need to be' spelled out in 
,writing, and any unresolved policy issues clearly identified. OMS's finai comITIents 
on the bill's cost cannot be provided until we are able t~ review these details and the 
welfare reform legislation itself. Our,hope is that this memo will help the process 
along; ,:.. \ ," "" 

COST ISSUES 

,, __ ,ili' 1. Part-time work 

In early':cost modeling; it was assumed 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 

"",,,' 
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-, 

assumption maybe consistent. with some, part-time .work p()licie~,"lintil details of. 
the policy proposal are s'ettled and clearly comrrwnicated, it cannot be determined 
whether there will or won't be behavior:-driven costs or 'savings.

, ... . ~; ! '. 

2. Sanctions 

At a recent specs meeting, it appeared that agreement had been reached among 
the co.,.(£hairsregarding some aspectsof.:>anctionspolicy.HHS staff have;rindicated , 
that they are developiii!i"cost estimates of sanctions effects. Ur-til the policy prop'osal 

, and the modeling are documented, weare not in a position to agree or disagree with 
related cost, estimates. " ' ' 

3. Deferrals 

The latest HHS caseload estimates we have show 16 percent of the phased-in 
caseload not subject to the JOBS and WORK requirements, and ~r~J;l140 percent (in 
1996) to 2B percent'(in'200S) of the phased-incaseload in the deferred JOBS Prep , 
.status. The deferred are assumed to include: a) some wh9 are categorically deferred, 
such as those with adisabled child; b) SOme who are deferred prior to exhausting' 
their time-limits, at the di!>cretion of the state,' uptoa maximum share of the 

' .. case load; and c) some who,ha,ve been reassessed after a WORKassigmnent 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 :o~enm JOBS Prep 
per~en tages' model,ed. ' 

4. State flexibility 

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 19BB,'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 CBOassumed less effective programs would be iplplemented. 

, OMB staff und~rstand' the argument for assuming"that a welfare reform 

implemented ef~ectively could have impacts comparable to, the SWIM' , , 


, demonstration. '(Although SWIM 'was implemented in a flagship office, proposed 
JOBS part~cipation rates will be'half.:·again as' high as SWIM's, and according to· 
special analysis by MDRC; SWIMhad·'caseload impacts, on young mothers, " ': 
comparable to those on older mothers.) However, it appears that these impacts will 

, ,hq,ve !O be discounted-to some extent to allow, for state design choices that will be , 

, less, effective than SWIM. , ' ' , , ,: " ,,' - . 


2, ' 
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' .. 

. ., Other,issues about the likely use of state fleXibilityarise.with respecUo the . 
WORK program. States will be under predictable pressures to assign WORK slots 
with effectively' higher wage rates. A ftHl-time-equivalent'slot c'an provide WORK 
assignments to more parents if each works fewer.hours for their subsidized wages .. 
And experience shows that, to the extent WOR;£< slots are like re?lljobs rather than 
community service assignments, organized labor will pressure states·to keep WORK 

. wages near 'prevailing wages'. . . 

. 
. Coiwentionq.Uabor economics"theory suggesJ>lOthat higher wage rates in WORJ>: . 
·:'·wiUferid tcfattract parents onto the rolls or siow their exits, with,associated costs;"" 

'. Either HHS,should model some,costs from this .tendency to higher .wage~.or else 
" d~velop an explanation as to why this won~t occur: " . . . 

5. 15 hour floor 
. - . '" -~ ~.. ~ . :} "-~' , .._. ~.. ,~ .. ~ ... 

. States are to be required'!o provide WORK slots in:volving at least 15 hours per 
w~k and wages at least at the federal minimum. In states with very low AFDC 
benefits, income from these WORK slot~ will represent a considerable increase over 
AFDC benefits. Direct and indirect cost questions remain. . 

The policy on state matching for these particular WORKsubsidiesis not clear to 
us, nor is the modeling. In addition, ii seems thiit 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 wi,ll need to understand why s~ch caseload 

. effects can be ruled. out. '.' . . 

6. rOBS 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·neeq to be discounted some:what. 

,I' ,7.. Up-front job search 

A. recent specs meeting appeared to agree that applicants, including those not· in 
·the phase-in group, would·be required to perform job search.first. ~t was not enti,rely 
clear whetherc:,:a) the requirement would be imposed ·at application or at 'eligibil.ity 
determination; b) any 'screening would be done, to exempt the disabled, those with 

'.. ·..,infants, and so on;~)' the job search would be structurecior unstruCture~. . 
, , 

. The last caseload arid cost projections we received from HHS did not reflect this . 

3. 
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policy. '.From 'the research, we expect that whether such a policy would represent 
additional costs or savings would depend on details of·its c;lesign.. 

8. 	 Match Rates 

, A central unresolved issue is'the match' rates to be proposed for each program. 
Match rates will be,a key determinant of program s:uccess. Varying the match rate 
could ha~,~.strong ~ffectson:', . , ' 

" 	 ~" ' 

• 	 States' commitment to making the ..:vaIfouscorrtpbnen·ts ,of welfare reform 
succeed. ' 

• 	 States' total operating budgets a~d~heir willingness to commit added r~sources' 
to various programs, such' as child:s~pport enforcement and JQBS. ' 

, ..' 	 . I' . 

For illustrative purposes, the April 12 cost tables currently assume an 80o/q to 20% 
Federal/State split on new costs. Since the ,question of .cost sharing is still open and 
may .depe:t;ld on the financing levels we can afford, it may. help the working group to 
modify cost t~ple~ by displaying the 'costs of proposals atcurrent-Iaw match rates. 
Costsof changing the matching rates could be shown separately, so that they COUld." 
easily be .altered and could prompt discussion of the policy 'underlying :the match 
rates.' (For instance, altering States' JOBS matc::h rates over time, based· on their 
performance,' could be an incentive for 'them to provide effective training programs. 
The same could be tru~ of child support programs, particularly paternity'.,,' 
establishment.) 

9. 	 Automation 

Given the Administratiorl."s focus on improving the Federal Government's 
effectiveness,and efficiency, the,details of how new and expanded programs will be' 
implemented may .meritextra attention. For example in the area of automation" 
ambitious plans'for child support an4beneficiarytracking systems are in the works. 
Automation is central to,welfare,reformand the success, of the plan's . ' 
irnpl~mentation depends upon an efficient and quick systems development ,effort. 
The ability to 'track ari individual. over time is' critical. to the tim~ lim~ted compone,nt 
of JOBS and the long term success of the No Additional Benefits for Additional 

- Children proposal. Given past GAO and HHSlnspector General reports critical of 
"1" 	 welfare automation projects,' we should .be aware ofp9tential 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 esti.mates. 

, " 	 .', . 

4 



10. Child Support . 

An impro~edChild Support system is one of the four main tenets of the welfare 
reform proposaL We are concerned that the specifics of the proposal have not been 
subject to the same . policy scrutiny as other items in the package .. For example~ we ' 
were surprised-to l~arn informally that the Child Support proposal may no longer 
include a component which reduces a State's AFDC Federal match when a 
recipient's paternity .is not established. Given the range of success with the current, ~" 
chilo support programs, ambiguo'J~,,~vidence regarding incentive pp.;yments, and the, 
expectations of new automated syslerns, it -is critical, that key Working Group - ..::.~:--: 
members have the opportunity to review fully mdto vet each component of the ' 
proposaL. ' " 

One final item relates to two-financing ,propos~ls. At. t~is time, we are unaware '" 
, 'of final dedsionswith- regard -to ·the"Emergency-Assist~nce andlhe' Sponsor'to~-Alien, : 

Deeming proposals. These proposals are extremely sensitive, given their potential 
impact on individuals and on States:, vye need to reach closure on these iSsues as 
soon as possible so that we can reach firm' savings e~tJmates. ,

, . ' , >,', " 

, . ' 
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AITACHMENT 
,May 5,1994 

GENERAL 

-, The q~estf6ns and comments QIl this attachment are provided with, theobje"ctive of 
.. , 	 assl1~iIlg th~~<a:dequate detains provided to explain ctirient es~gtateS;', To do this 

most effectiVely detail for each \provision and, each affected"prograrri"for' the Item, 
sh'ould be provided; capped and uncapped spending should be split out from one' 
another; 'all pricing should be provided in gros~ ,costs and savings; where applicable 
federal administration costs should 'be noted; it should be noted'whether spending is 
envisioned to be discretionary, capped entitlement or open erititlement; and,-" 

,,-applicable 'ifitera:ttiohs for each item whethef the item iS~'prked 'in,teractively or"not, ' 
, , should also be noted. In addition, it would be very helpful to have FN'S, Treasury 

and others provide pricing for theIr ,programs for each item. " , ' , 

A.' PARENTAL RESPONSIBILITY 

, '1. No Additional Benefits for Additional Children 

Proposal: , "', , 

A State option to deny benefit increases when additional children are cop.ceived on 

AFOe. ' ' 

, Commen.ts: 
FNS sh,?uld be asked to'review ASPE prici~g., Pricing fora national policy appears 
to be generally reasonable .. In order to complete 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, 
analyticaJ support for behavioral assumptio~s should ~e provided. ' 

2. 	 AFOC for Minor Mothers' 

Proposal: , , 

With exceptions, minor mothers would be denied' AFOC, should they seek to 

establish a separate AFOC household apart from,their parent(s): 


" Comments:, Pricing appears generally reasonable, hlthough based on ari'informal· 
State survey, exemption rates for this policy may be higher than assume<;l by~HHS. 

,The,cost estimate should take into acco,unt possible increases in, the JV-E foster care" 
,,.,, "c;:l.seload, f~r those minor mothers who are sanctioned. ,:,4. ' " ' 

, '"". 

'._ i 

" ' 
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',.3. Child Support 'Enforcement - ~aternity Establishment and EJ:l.forcement 
Techniques ' 

Proposal: .' , . , " " 
Changes to existing law. are designed to increa,se pat~mities established, streamllne 

, current practices through administrative processes and improve the' tracking of 

those paying child support. ' The proposals. would also overhaul the existing 

financing arid incentive structure for Stg.te chil~ supportagencieS.rUnder the . 

'propos·al"the Feder<M,,;govemment would assume abo,:!,t 87%' of all child"support' ,-ft,.., 


expenditures and recoup 40% of program savings ..Overall, the changes are intended, 

to generate more collections; and hence savings to the Federal anp. State 

governments. ' 


Comments:. , 
Achieving the n~tsavings depends heavily upon5tates ,meeting rigor.ous .. 


'performance standards. Specific legislative language will be needed ,to more 

accurately determine th,e savings associated,with the changes. " , 


, " 

Under current law, States"profit" from child support - i.e. recoup more in 

incentives and ~ol1ections than they pay for'administrative costs., Currently, States 

"profit" by $500 million annmilly.:The proposed changes would generate '$5 billion 

more in Stat~}'profil$"' 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 pric,ing as~Wn~~ that 70%' of' mothers not 

cooperating fully with, th~ child ~upport agency will have paternity established 

within one year. The basis for this assumption is not clear.' ' 


Under current law AFDC mothers are required to cooperate with ,the CSE agency in 

establishing paternities and support orders. Why are there, savings for the ' 

cooperation provisions when they are current law?" , 


The interactions arr\Ong ~i1d support 'provisions are' not 'fully ~xplained in current 

, back-up document;ltion. For example, research shows that withholding licenses 

might increaSe colleqions by 3%. However the proposed CSE reforms are much 


'-wider in'scope and the results of a single study (or proposal) may be diluted'when 
States ,implement thebtoad 'chang~s. J'o 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 i teins ate discounted for 
the interactions.' , ' " , , ' 

2", 
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4. 	 Child Support Enforcement -- Automation' 
,-	 . . -. 

Proposal: 
An ambitious automation project to overhaul existing State aU,tomateq systems is 
envisioned, as well as establishing Feqeral databases and central regis fries. Systems 
development cOsts would be matched at 90%. , . 

Comments:. .~ 
Systems implementation tim~.frames and costs'havehistorically been optinustic. A 
practical implenientation plan and ant hew estimates for Child Support Enforce,.; 
ment automation should be provided. . . ' 

5. 	Child Support Enforcement - Interaction with other provisions . , 	 . , 

~ '-'. 

.........; "::_,' 	 0,' :~R~"'''''' " 
" Propos'al:.'- . 	 ." . 
. Many WORK participants would be treqted as'non-AFDC~~ses in child support' 
enforcement. States would be allowed to disregard more than $5P in,child support.· 

, . \ 	 .' 

Comments: 
.. .' 	 .This could significantly reduce the amount of child support available to offset AFDC· 

costs,signifieantly increasing the cosrof WORK/increasing net Fede~alcosts of Child 
Support Enforcement. It is not clear if this is reflected i.n the' pricing. This should be 
clarified. . 

B. TRANSITIONAL AssiSTANCE FOLLOWED BY WORK 

1. Transitional Assistance Automation, 

Proposal: " . 
, The welfare reform proposal relies on automation to track clients; fadlitate 
. programmatic changes and redllce administrative expenditure,S . 

.Comments:, . . . . , '. , ' 
Given historical implementation 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 implemenLprogrammatic options 

, and the implications for systems costs should' be provided. . . ' 

. ~" .... , . , ,.. 

" , 
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D. TWO PARENT PROVISIONS 

Proposal-: , , 
States will have the option tO'remove all orsome of the current elign~ility 

'r--estrictions that prevent tw(T-parent househo.ld$ from ()btaining AFDC-UP, even 
when income and asset levels are similar to those of one. parent families .. 

" • '" '> " 
I, 

. Comments: . ",. 
• ~ A!J.ministrativeCosti--Pricing for this proposal should consider the additionaJ~ 

,-',-
,.:.... ,. adffiihistralive costs associated with caseload increases: If these -costs are to be 

subsumed under the t~n case management grant,...-what will be the effect on the 
service levels envisioned for teens currently eligible for benefits?.. . 

• JOBSIWO~KIChiid Care Costs--Cost estimates for ,th'is proposal should include 

the added'costsofprovidingtrainiJ:!g and possibly WORK for the.added,AFDC-UP 

caseload. Although JOBS""and WORK are to be capped, the childcare that·~, 

participants will. need may be open-ended, 


K" DEMONSTRATIONS 

It appears that current cost ~stirJ:.lates for demonstration programs a~sume that: 
demonstrations (and the benefitS they give individuals) end abruptly. In general, 

, demonstrations need, to include a phase-down' plan so that ',beneficiaries' gradually 
. , return to the regular prograin. Cost estimates for demonstration, programs should 

reflect gradual phase-o'uts (and phase-in'swhere appropriate) . 
... ', . . ." 

,1. Micr<:>enterprrse~ 
" 

,Proposal:' , 
$10 million per year for'mkroenterprise demonstration activities. 

Comments: 
It should be clarified whether funds would be mandatory or discretionary~,The 
,estimates do not appear to include salary and expense for SBAand IlliS, as well as 
evaluation funds for IlliS. These items are generally c01.lsidered discretionary. 

,2. Mat~hing funds f~r individual development accounts 

Proposal: .. , 

$75, million per ye~ for matching deposits into individual development accounts,' 

with funds usable for self-employm~nt/business capitalization, home .purchase, , 


, post-secondary education, and retirement purposes ' 

4 
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.. ' 

Comm~nts: .. ' " 
: .. 

Not clear whether.,funds would be mandatory or discretionary. 'No analysis is 

, available to determine wh,ether there would be' interactive ~ffects with otheJ;' 

programs (e.g. Food Stamps). 


, . , .' , 

Asset rules for assets' in individual development, accounts (other than those 
addressed immediately 'above) , 

Proposal: . .' .7,~4:", '-.. "~'.~"'~., "", . 
.," .... 'Allow AFDC. (and Food stamp?) applicants ~d recipients to put assets into -individual development accounts,'with modest penalti~s'for using'theIll for non-

approved purposes. ',.," 

Comments: .,- ".,., ,.,-" 

lt"should be clarified whether this 'item is included in the pa.ckageand 'specifics 

.sho~d be provided. 

4:. Child SupportAssurance Demonstrations' 
, I' 

Propost!}: , .,'.' 

Child Support Assurance demos -- Up to six States w9uld test'the succes~.of the' 


, government ,guaranteeing child support payments; , 


Comments: 
It should be clarified whether funding is intend~d to be open' ~nded mandatorY, 

capped mandatory or discretionary? ''If open-ended, would, there bea'l~mit on the 

number of participants, or could the demonstration include'all of th~ six largest 

States? . ' 

" . 

F. IMPROVING GOVERNMENT ASSISTANCE' 

, L ,State flexibility on earned in~ome arid child support disregards ' ' 

-' ',Proposal: . , '. 
States would be required to disregard the first$120 in monthly earnings, with States 

'deciding on any percentage disregards in addition to the $120. For child support, 
States would ~able to disregard more than the, current $50. 

:,.. 'r 

C01nlJlenJs: " . ' " 
Estimates, assume that States would increase total benefits to recipients by $250 

million per year over and above the cost of current waivers., The basis for the cost , 


.. estimates isnot, dear. Pricing should factor in Medicaid/Food Stamp,and chiJd care 


.5 
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,'; effects: 

2. Conform AFDC to Food Stamp asset rules (except for automobiles) , 

Proposa': 
Legislation would have AFDC adopt Food Stamp asset rules with, the exception 6f 
the a:utomobileexclu~,ion. 'Regulations would be issued, to increase the' AFDC auto -:-~-::' ... 
exclusion., -".~.. .. 

'~"" ' . , 

.. 
~~ »'~i''' '. . .--~, .' -: ",-, 

. ,Cdm'm~'ri~ts: .;::-0_":·t/'·'-~:-~ "~. ~ ~ n .'" ••~ ... -~ 

, It appears the estimates as·sume·that liberaifzing the automobile asset~tby 
, . regulation will reduce. the cost of increasing' the liquid asset allowance;' Since. 

estimates must'be against the FY95 Budget baseline, new regulatory changes may not 
- . "; - red~ce storable costs. Medicaid costs do not appear. to ,be included and should be. ' 

3. .Disregard the EITC from assets for a year- after receipt 

Proposal: . . 

Disregard the EITC from assets for a year ,after receipt. Presumably, 'each family's 

asset limit would equal the basic asset limit p~us the l~sser of their EITC refund and . 

their subsequent minimum liqUid asset balan~~. .. 


· Comments: . .. 
Disregarding the EITC for a year after receipt for applicants effectively increases th~ 
liquid asset limit by upte $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 nqt appear 
to be included and should be. 

4. . Conforming AFDC policy on correcting underpayments to Food Stamp policy. 

Proposal: . 
· Food Stamps will repay up to 12. months ofagenc;y-caused underpayments, and no 

· client-caused underpayments. AFDC currently repays without regard to time or . 

who was responsible for the error..,. . . . 


C(Jmments: .. 
. While information for pricing.is limited, it would be helpful· to understand the 

assumptions used to estimate this item: 


http:pricing.is


CROSSCUTTING ISSUES 

. 1. Federal MatChing Rates' 
, .' \ 

Proposal. . .' . ' . 
Federal and State goveinments woulc;l share ariynew 'net costsofwelfare reform at . 

. ::i·'~:,:,ai1 80/~O%,$plit respectively. .' ,_. "" ' " 
... 'W 

,~' 

" 

. Comme.nts: ' ...,,:;;:., , 

":-"~':!;;:"'~Jo:-:Ml:existing line items' in the tabl~'should be sho"Wfi-::at,currentJaw'matchingrates 


. and-ihe proposed 'matching rate (with a new li~:f aggregate matching rate 
~,adjustments hi welfare programs asa whole.) That display wouJq. facilitate'". 

estimating the effects the proposed· matching rales h~ on total spending and 
. financial management. ' A full fiscal accounting UI\der .each:program of Federal and 

.. ., ,. State bY'State outcomes shoul'!. also,.be provided.".-:-,: ...... . ..........._, . 

.2.' Food Programs' and MediCaid Costs' . 

Proposal: 
N/A 

, Comments: '. _, 
In order to accurately pricethe program the' collateral effects of the new. . . .' 
JOBS/WORK and IGA o~ existing Food ;Pr.ograms,EITC and Medicaid programs 
should be provided. FNS, HCFA, Treasury arid' others should be asked to provide. 
comments and pric~ng 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 
prograJ:ll.·· This will'mpst l~ely increase Food Stamp benefits for those b~neficiaries.. 
Similarly, changes in two-parent provisions could in~ease the number. of people 

r : 
eligible for Medicaid; . . .- , 

, H '~ 

3. Baseline' 

Propt;Jsal: . 
".' 

- Current law. ' I . 

'Comments: ..' . '. , . . ' . .\;)e.... 
Under the Budget. Enforcement Act, the Welfare Reform -proposal must~priced off of 
the January baseline. Savings from EITC and Health Care Reform c~not be . . 

~c;, assumed in pricing the proposal. If current cost estimates are.noJ..based on the OMB 
January 1994 baseline, please do so, ' :'. . , . 

, r 

.... , 
J.; • ~ 
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,.' , 

4. Int~ractions Among Provisions 

Proposal: 
N/A 

Comments: , '. ". ' ',", ' , '~ ,'_ 

It is not cle~r ~o~ many interactive"eff~cts among provisions have"mcluded in 

pricing so far., For exampl~, the'wb~i>rograIn,might tr~at Child Support as non.: 

AFDC collections, rather than AFDC collections. This inight'decrease the savings ' 


;~~•.,;". " ' • . ' ":I-'i"'f''(ll. 

from child support provisi~~s.",Itshoulg;:l>.e~oted'where items havebeen priced , 
, interactively and whe~eJ might be interactions, but they ha,ve n.ot been priced. 

. t ' < 

5; Cost-neutral, waivers 

Proposal: '''',.', 

Some States have cost:-ll.e:tltral waivers to demonstrate some of the changes that 

would become, national policy or Sta~e options under the ,current propos~. 


Comments: ' ' 

Althoughunder cost' neutrality waiver~ may shift the fiscal years iJl which costs 


',- o_ccur, they do not reduce the total cost ofany of the legislative Rroposals. The" 
proposal_i~ priced in such a,way that cost ,neutral yvaivers may ~e used ~o lower costs. 
This should be clarified, and eliminatedjf true." , ' ' 

6. Outlays vs. budget authority 

Proposal: .NA . 

Comments:' 
It is not clear whether estimates are budget authority or outlays. Tables -need to ' , 

, show both budget authority and outlays. It is likely that budg~tauthority and 
outlays will be the same for some provisions, with budget authority higher than, 
oJltlays for other, provisions. , ' 

j-' .' > 

, , '\ 
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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 
Chainnan 
Committee on Ways and Means 
U.S. House of Representatives 

Wawington, D.C. 20515 


Dear Mr. Chainnan: 

At the request ofyour ~ the O>ngressional Budget Office has prepared the 
encl~ cost estimate for H.R 4, the Personal Responsibility Act of 1995, as 
passed by the House of Representatives on March 31, 1995. 

The bill would affect Wr_ect 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, 

Qv--[. O~ 
(june E. O'Neill 

Director 

Enclosure 

CC: 	 Honorable Sam Gibbons 

Ranking Minority Member 
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CONGRESSIONAL BUDGET OffiCE 

COST ESTIMAlE 


March 31, 1995 
L BnL NUMBER: H..R 4 

2. BilL TIlLE: The Personal Responsibility Act of 1995 

3. BILL STAreS: As passed by the House on March 24, 1995. 

4. BIlL PURPOSE: 

To help children by reforming the Nation's welfare system to promote work, m.a:rriage, 
.and personal responsibility. 

5. ESTIMATED COST TO TI:IE FEDERAL GOVERNMENT: 

DIRECf SPENDING 

The bill would affect federal outlays in the following mandatory programs: Family 
Support Payments, Food Stamps, Supplemental 5ecurity Incom~ Medicaid, Child 
Nutrition, Foster Care. and Adoption Assistance, and Family Preservation. Additional 
funds would be devoted to cenain drug treatment pro~ without the need for 
annual appropriations. The following table shows projected outlays for these programs 
under cmrent law, the changes that would stem from the bill, and the projected 
outlays for each .program if the bill were enacted. 

1995 1996 1997 1998 1999 

PRDlECIED SPENDING UNDER. ClJR.RENT LAW 

Family Support Pa)'lD(:l2I5" lS,ZZ3 1&.S44 19,043 19,.534 2O,I3'2 20,193 
Food Scamp Program Z.12O . Z:gJ Z7.400 28.,SOO 3O,3?J 32,030 . 

Suppkmarcal Security 1Dcomc" 24..l'22 24.497 ~184 32.967 36,109 Q,.749 

Mediaid 89,216 9IJ;B2 llO,Q21 .122.,0ti0 134,8:30 14&,116 
Cb:ild Nloitritioa Propams 7.9t8S 8,499 9,065 9,665 10,29l 10,922 
Foster ~~ AdoptioD Amsaoce 

ud Family ~fioa· 3.S4O <4.146 .,scs 4,.931) S,lS6 SJ!!I» 
__0 __0. __0DruJ Treatment Program" ---2 ---2 ---2 

Total 168,4CAS 180,908 199.936 21&.056 237,100 260.419 

(<lOOtmucd) 

... 1 
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1S19S 1996 1999· 

PROl'OSED OlANGES 

Family Support Paymeau:" 0 -UQ -2,4K1 -2:100 -3,534 ...un 
Food Stamp; I) .1,450 ..3,S81 ~ -S,f129 -S,7S6 
Sappkmcm:al Security IDa:rmr: 0 .1.297 .4.QSO -4,S01. . -4,&SS -5,796 
Ned.ic::aid 0 ·106 -1,600 -l,6SS -1.746 .1.832. 
CbiJc1 NutriEioc Ptogtll.Ul:..... 0 .•1)92 -2,137 -2,456 ·2,783 -.3,lO4 
Fa:tcr Cu=/Ai/q,7IJDo. As:sjmmc= 

aDd FamiIy~' I) 171 ~ 448 .(H) -762 
__0. Divg Tft!almall Ganr' --2 ~ -!Q ----!!!! .....m! 

Total 0 -6,.l36 -14,115 .16,Z73 -1.8.4.56 .ZL,27l. 

PROJECIED SPENDING UNDER ILR... 4 

Family Suppou PaymenIS" 1&,223 16,382 16,S61 16,634 l6,.S98 16,672 
FoodScampc 25.13) 2IS,4&! Z3.B19 24;m 2:5.361 26,274
Suppcmcatl!!l ScauUy lDc:Dme 24,.122 23,.200 2:5,844 1S.466 1l)Sl 36,9S3
Medicaid . S9,2l6 99.186 la&.-C2l uo..405 133,084 146,284 
CbiJc1N~~ 1:J8S 7;1J11 6.,.928 7)U) 7:;,os 7.BlS 
FaitI:r t::::;uef.A4t:J{ll!iot4 ASFic-taDcr 

ImdFlUdy~' J,S4O 4,J1.7 ~ 4,482 4,747 5,047 
__0 __0 ~.Drug "I're:atmeJ.l2 I"I:ogI::a.mI! --..J2 ~ . --l!!2 

Total 168,406 11(712 1BS,82l. 201,7S3 .2l8,6S2 Zl9,l48 

UJXIcr CIm:CDt lnr. Family Suppltt F'Irymc:rsb;; iDdlKb s:pcDdi.og 011 Nd.lO FamiJ.ics with Depc:DdcoI c:::hildI'c:D (AFDC). 
AFDClda!::d dWd c::Im;, odmi..ismttiw CXlQS (or dIild ~ CDf'orc:cmcDt,. Del. federal ~ frcm d:Wd ~ 
~ and the .Job Opporrwlitiu al,1d Basic Sb1l& Ttaining pmp:am(JOBS). UIIdc:r prc.!pO'Cd law, Family SIoIppo:rt 

. ~wouJd iDdudc cp::ading011 theTemporaryAmmpcc forNeedy Famil.ic& Bb::t: Gnmt,. adminismttiYe CXlQS for child 
. support. ea(cmzIDczlI:, md lid redeal savings frcm cbiJd suppotC CDUcctious.. . 

. UDder currcut 1.Ircr. CIild NvtritioD. Programs refer 10 direct ~ avtborizt:d t.hrou&fl tbc .Nat.iooa..I School I..a.ioch AJ:r. 
aDd !he 0Wd Ntitritioo AD.. UDder pxapost:d law, 0Wd Nutrir.ioD ~ refer 10 dirc:d: ~ tbat wtJUI.d be 
.~ by tbc ScbooI~Based Nutriciol1 BIoct G-x:alIc i':ttIpam. 

Uodcrc:m::rall"law'. Fat;ur Care/Adoptioa Masr:uxJ!! and Fa:miIy PIac:rv:iltioG refers to direct r;pe;nding au.lhoriz:ed 'dltoagb 
TldCt; IV-B aDd IV-E at the Social Scamty Act. Under ptoposed '-', Fom:r Care./AtkJptioo. A&sistano::: IIDI<1 F&mi.Iy 
Pn:sc:tvatioft refcs to direct spendi.IIg that lTo'QWd be authorizl:d Iluougll the Cltild Prou:ct.ioa Bklct Grant. 

'Ihese fands:. which are not subjea 10 &.tII1u:i1 appltlpriatioc. would ~ an additioDaJ. ~ of fw:Id.iDg fQr I:'iIIO 

~~ that an:: au:n:ntIy fllOolkd wboHy tIu:ouP discre:tiooaty appmpriacioas.. 

The direct spending costs of this bill f¥I within budget functions 500, 550. 600, and 
750.1 

2 

http:Famil.ic
http:s:pcDdi.og
http:I"I:ogI::a.mI
http:I're:atmeJ.l2
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AUrHQRlZATIONS 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 
discretionary portion of the Child Protection Block Grant. The bill would also 
increase the authorization of appropriations for the Child Care and Development 
Block Grant and would repeal three snial.I child care programs. In d.is~etionary child 
nutrition programs, H.R. 4 would repeal the Special Supplemental Food Program for 
Women, Infants, and Children (WIC) and federal administration for child nutrition 
progt3lDS and would authorize a new Family Nutrition Block Grant Program. 
ColIllriodity distnbution programs would be <:onsolidated' 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. 
Therefor~ if appropriations equalled the 3llthorized amounts, the discretionary 
spending limits would be increased by the difference between the authorization level 
under H.R. 4 and the 1995 appropriation, "as sho~ in the table. 

3 
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(by fiscal year, in mDlionsof dallal's) 

1995 1996 1997 1998 1999 200J 
I 

PROJECTED APPROPRIATION UNDER. CURRENTLAW 

1995 Appropriation 
Estimated Outlays 

5,214 
5,109 

5,214 
5,456 

5,214 
5.,546 

5,214 
5,449 

5,214 
5;1J1iJ 

5,214
5,232 

1995 Appropriation 
Adjusted for Int1ation 

Estimated. Outlays 
5,214 
5,109 

5.388 
Sr590 

5,510 
5,,863 

5,m 
SS1f)3 

5,!J70 
5.,919 

6,180 
6,145 

PRO.TEcrED CHANGFS 

Compared. to 1995 Appropriation& 
Estimated Outllrys 

0 
0 

2,383 
2,912 

2.,56S 
2,704 

2,728 
2,S62 

2,917 
2,916 

3,109 
3,084 

Compared. to 1995 Appropriation 
Adjusted Cor lDtlation 

Estimated Outlays 
0 
0 

2)JY) 
2,779 

'J..;lm 
2;387 

2,169 
2,049 

~161 
2,.206 

~143 
2,171 

AUIHORlZATIONLEVEL UNDER H.R. 4 

Estimated Autbori2ationLevel 
Estimated Outlays 

5,214 
5,109 

1,sen 
8,.368 

1,779 
8.,250 

1.,942 
8J)12 

8,131 
8,125 

8,323 
8,316 

• It: appropriationsin each year equal the authorized levels. the discretionary spending limits would 
be increased by these amounts. . 

The bill's costs associated with authorizations of appropriations fall within budget 
functions 500 and 600. . 

4· 
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The most significant revision to the est:ima.te stems from an amendment preserving 
eligibili1y 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 natu.ralized citizens by exempting them from the 
English and civics examinations. For this and other reasons, CBO assumed in its 
estimate of H.R 1214 that a large fracti~n of aliens in the Supplemental Security 
Income program would naturaJiz.e in the next five years.. The floor amendment would 
tnake it less burdensome for such aliens ~ 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 balf of those disabled 
aliens who would otherwise have been. barred from the program under H.R 1214. 
Savings in the Medicaid and food stamp progra.t;ns would also shrink. As CBO has 
emphasized, all estimates of savings from reducing welfare payments to aliens are 
hig:bly uncertain; in this case, major uncertainties surround future rates of 
~tion and the definitions of "physical or developmental disability'" that will be 
used by the Immigration and Naturalization Service and the Social Security 
Administration as they carry out the law. 

Other floor amendmentS~hiefly 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 situations (thereby spWTi.Ilgparents 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 discretionary 
block grant for child care in 1996 through 2000. The limits on discretionary spendiDg 
would be adjusted accordingly. 

7. .ESTIMATE PREPARED BY: 

Kathy Ruffing, Dorothy Rosenbaum, John Tapogna, Robin Rudowitz (226-2820) 

8. ESTIMATE APPROVED BY: 

I?au.fUOVYI ~ J(l~ 
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 finaicolumn 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) 

Revenue 
Provisions 

Administration's 
Original 
Estimates 

Difference 
with 
CBO 

Lost 
to 
GATT 

Adjusted Total 
Administration 
Fstimate 

Emergency 
Assistance 1.6 -0.8 -- 0.8 

Immigrants 3.8 -0.4 -- 3.4 

DA and A 0.8 -0.81 -0.8 0 

Fann Income 0.5 -0.1 -- 0.4 

EITC 0.3 -- -0.32 0.1 

Superfund 

Day Care Homes 

1.5 

0.5 

-0.4 

--

--

--
\ 

I.I 

0.5 

Other Expiring 
Provisions 0.3 -- -- 0.2 

TOTAL 9.3 -2.5 -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 billion. 
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. . 

PROPOSED BUDGET IMPACT OF THE REVISED WORK :ANJ> RESPONSmILITY ACT " 

. Five Year Federal Costs 
. '. . (Outlays in Billions ofDollars) 

CORE PROPOSALS OF THE WORK AND RESPONSmILITY ACT . 

Current revised estimate . . .. . . .'. . ~ . . . . . . . . . . . . . . . . . . . .. . . . . . . . '. 11.7 
Offer states flexibility on phase-in ............................. , , . , . -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) " ..... : .... ' .. , , . , , : ' . , , . , .. , . ".' ........ , .. , .. -0.:3 
Count AFDC energy assistance as income for Food Stainps .. : ... " .... : .: .... -0.4 
Give excess shelter deduction only for expenses paid from counted income .... '. '..... -0.4 

"TOTAL « .. « •••••••• ,............................. _....... '...... .. '.. $9.5 billion 


, CORE FINANCING FOR THE WORK AND RESPONSmILITY ACT 

New alien deeming proposal plus PRUCOL provision ...................... -4.9 
Cap on Emergency Assistance (irtodification of current 'proposal) .......... :.... ::. '.' -1.0 

. EITC provisions ........... " .. , , , : .. , . , , ~ ........... " ... , .. , , -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) .....'.,' .. , . , '.' , ... , ...... -0.5 
State retention of recovered Food Stamp~ (current proposal) ... '............... -0.1 

TOTAL .. "....... f" .. .. ~ • .. ,. .'.. • • • • *..... ,. .. .' • .. .. .. .. .. ....'. .. .. .. .. .. .. ; .. .... -$7.4' billion 


FINANCING GAP . .. .. "," .. .. .. .. '. .. ..,'.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ., .. .. .. .. .. .. .. .. .. .. .. $2.1 billion 

" 
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PROPOSED BUDGET II\1PACT OF THE REVISED WORK AND RESPONSffiILITY ACT 

'~1'C . 

S~']: 


STRATEGIES' FOR CLOSING GAP Five Year Federal Cost 
(Outlays in Billions of Dollars)

'..' , 

I. Welfare ~or the Wealthy 

Limit fano deficiency payments to those with less than $iOO,OOO in ' 

off fann income (current proposal), , , , .' ',' , , , , , , , , , , , , , , , , .. , . " , . ,,-0.3 ..""". 

Railroad user fees (current proposal),. , , , " , . , , , . , , , , .' , , , , , , , , , , . , . , , , -0,2 


. 'Superfund (current proposal but policy very unclear) , , , " ',' . , , , , . , .. , ',' , . , , -0,6 
... Other """,:, ,', , , , , , , ",', " , , , , , "" , . , , , " , ,', , , , , " , , , , ,', , , ; -1,2 

. ' ...... 

II. Accountability, Waste, Fraud and i\buse 

Extend expiring provisions ~n collection for primary private insurers before , . 
Medicare pays , , " , , , , , ,', , " , .. , , ,', ,', , , , , , , , , , , , , , , , , , , , , , , , , -3,1 

SSI savings (unspecified) '; . " . ." , , , , , , , : , , , , , , , , , , ',' .. , , , , '" -1.0 to :..3,0 
Increase EA savings to 1.5 , " " , , , , , " , ; ... , . , , ... , . , , , , , .. , , , ... -0.5 , , . S
Increase EITC savings,. : .. , ... , .......... " , " . , ........ , . , , . , .. NA -0· 

~ L~:.· ' . ' . ./

~ Other ", ... .~I."\.a' . , . " . , : . , " " , , , '.' : .•. " " ' , , , .. , . '" -0,5 to -2,0 ' 

fil. More State Flexibility and Program Cuts 

State Option to confono asset, filing units, .car and accounting procedures, . , ,; -0,8 to -1.5 

, Cut demos by one-half , , ... : .. , , " , .... , , . , ,. , , '. ',' , . , . , .. , . , .... , -0.2 


Cut working poor child care to 1.0 billion over 5 years ... :.: .. , , , , ... , , . , . , , .. -0.6 

Increase EA savIngs to 1.5 .. "., .. ,', ..... , .. "... ..... " , ...... , -0.5 


'fiw", 0.3
Caveats: , ,~\ 
These numbers represent agency pricing and not official scoring. '~(E\~ ~~. , 
:rhese numbers are higblypreliminary and are sUbj.ect to change. ~ l- .\~~.c-"""\' W • '2.. ')
These proposals have not been priced against the new baseline.' ~\& 50~': 
Not all policies have been specified or detemiined. ' 'loa., c.., 0.1 
These policies do not represent aconsensus recommendation of the Working Group co-chairs: 
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PROPOSED BUDGET IMPACT OF THE REVISED WORK AND RESPONSIBn.ITY ACT 

CORE PROPOSAL OF WORK AND RESPONSmILITY ACT 

Current revised estimate . . . '.' . . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . .. 11.7 
Offer states flexibility on phase-in .................................. -0.8 
Reorder and change effective date of child support 

distribution rules ........................................... -0.3 
W4 - New hire database - mandate use in other programs (VI and 

Food Stamps) ................................ : .....1..... -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 ...............'......... $9.5 billion
II • • • • • • • • • • • • • • • • • •• 

CORE FINANCING FOR THE WORK AND RESPONSmn.ITY ACT 

New alien deeming proposal .............. ,....................... -4.9 
Cap on Emergency Assistance .................................... -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) .......................... -0.5 
State retention of recovered Food Stamps (current proposal) .................. -0.1 

TOTAL ............................ ,. . . . . . .'. . . . . . .. -$7.4 billion 


. FINANCING GAP .. . . . . . . . . . . . .... . . . ... . . . . . . . . ... . . .. . . . . $2.1 billion 
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PROPOSED BUDGET IMPACT OF THE REVISED WORK AND RESPONSmILITY ACT 

STRATEGIES FOR CLOSING GAP 

I. . Accountability, Waste, Fraud and Abuse 

Extend expiring provisions in collection for primary private insurers before 
Medicare pays ............................................. -3.0 


SSI savings (unspecified) .................................. -1.0 to -3.0 

Increase EA savings to 1.5 ' ...................................... -0.5 

Increase BITe savings ......................................... NA 

Increase alien deeming . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. -1.0 to -2.0 


II. Welfare for the Wealthy 

Farm deficiency payments cut off $100,000 total ......................... -1.2 

Non-fann deficiency payments cut off $100,000 total ...................... -0.3 

Railroad user fees (current proposal) ................................. -0.2 

Superfund ................................................. -0.6 


m. More State Flexibility and Prograni Cuts 

State Option to confonn asset, filing units, car and accounting procedures. . . .. -0.8 to -1.5 
Cut demos by one-half ......................................... -0.2 
Cut working poor child care to 1.0 billion over 5 years . . . . . . . . ; . . . . . . . . . . . . -0.6 
Increase EA savings to 1.5 ...................................... -0.5 
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NOTES FOR REVISED COST TAliLE 

General 

These estimates are all preliminary. We will have new baselines in a few . week~ which will 
change many of our revised estimates. We are also still examining our assumptions and 
estimating.techniques.The revised numbers have not been !evieWed, by OMB.', ' 

2. 	 Column 1 represents our original five year federal estimates for the i994 WRA. 

:'3. In column 2 the estiinates our revised to coire6t mistakes in our original estimates, adjust, 
, baselines, and incorporate CBO scoring methodology when appropriate. 

4. 	 Column 2 uses AFDC, and Food Stamp estimates from the ,FY95 baselines and'Medicaidper 
capitas from estimated F'Y96 baseline. ' 

Column 2' 

Parental Responsibility , 

1. 	 The fQ.inor, mothers estimate 'decreases because the, Medicaid per, capita costs decrease" 

2. 	 'The child support enforcement estimates change for the following reasons: 

• 	 ~oving the baseline from FY1995-1999 to FY1996-2000. This increases the caseload 
numbers; " 

, " 	• reductions ~rt MediCaid per capitas decreases the savings due to caseload reductions 
and medical support enforcement;, 

• 	 , increases in regular ADP costs to account for 'capacityincI'easesneeded in existing 
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,curre~t1aw ,(reduced savings); 

• 	 correction in the Food Stamp ,costs to estimate on implementation of the Leland 
AmeIldments. The original estimate overestimated costs because current law child 

, ' support collec.tions were not included; 
• 	 estimate (for the first time) the interaction between the Federal tax offset changes and 

the lump sum AFDC rules. The five year federal costs ~stimated at $150 million 
(including Food Stamp savings). ' 

'. 

CBO's cost estimate is still believed to be about $230 million higher than ours since CBO 
does not anticipate as much increase in child support collections from paternity establishment . 
efforts as ~re assumed. in theHHS estimate.· 

Making Work Pay 

1. 	 The cost of child support and eamedincome disregards decreases because of the Qeerease in 
Medicaid per capitas .. However, the overall costs of the disregard have increased. This is to ' 
correct an error in the original Administration cO,st estimate. In the original cost estimate, it 

. 	 . ' . . , 

J ' 
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, was intended that states, with half of the AFDC caseload would implement a policy that was 
equivalent to removing the time limit on the $30 and 113 disregards, and that the remaining 

, states would maintain current law. Hqwever, the cost estimate reflected a policy where 
,,',' 	 states with half of the caseload would remove the time limit on the $30 and 113 disregards, ' 

and that the remaiiring states would disregard only the new federal minimum. This was not 
'; 

intended, and has been corrected in the column 2 estimate. 

Transitional Assistance Followed by Work 

1. 	 Additional JOBS spending decreases because, with the ,increase in the estimate for enhanced 
teen case management, stat~s 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. 

2. 	 ' Thecosfof providing child care to JOBSand WORK participants increases because we have 
increased ,bur unit costs to, take ,account of the new ACF-108 data andCBO 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. TheChlld and Adult Care Feeding Program cost:, 
increases as the child care cost increases. 

3~ 	 The AFDC caseload reduction savings decrease becaus'e we no longer take AFDC'savingsfor 
the increase in the number of part-time workers. 

4. 	 The Food Stamp savings decrease because we lose some'savings from the part-time workers 
and because of a technical correction' in the Food Stamp methodology. 

5. "The Medicaid, savings decrease b~cause of the per capita adjustments . , 

6., 	 The EITC outlays decrease because we no longer have earriings associated with AFDC,part
time workers. 

Improving Government Assistance 

1. 	 ,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 increased 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 CBO feit that the ,legislative 
language did not achieve the policy intent,and would not result inany AFDC savings. 
Therefore, in "column 2," we remove roughly $75 million per year 'in AFDC savings 
attributed to this proposal. 

3. " Other minor cost changes ~ay be included in a final estimate of the Administration's bill; 
however, ,these adjustments have not been completed at this time. ' 
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FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM PROPOS 
FOR ELEMENTS OF A WELFARE REFORM· PROPOSAL 

Orifinal Revised 
,5 ear 5 Year 
Federal, Federal 

PARENTAL RESPONSIBILITY 

Minor Mothers 

No Additional Benefits for Additional Children 

Teenage Parent Educational Attainment 

Comprehensive Demonstration Grants 

Teenage Pr~ancy Prevention Grants, 

Access and isitatlon Grants . 

Child Support Assurance Demonstrations 


Child Support Enforcement , 

Net Effect of Child SUPI(?rt Pr080sal . . 

Medicaid Savings from aseloaReductions 

Computer Costs, ,

NET 

, ' 
' 

SUBTOTAL, PARENTAL RESPONSIBILITY 

MAKING WORK PAY 

At-Risk Child Care Expenditures 1includes Rand E TAPk 
" , State Demonstration Projects for dvanced Payments of ITC 

State Flexibility' on Earned Income and, , ' 
Child tw¥ort Disr~rds ' , 
, 'S OTAL,KINGWORKPAY , 

TRANSITIONAL AssisTANCE FOLLOWED BY WORK 

Secretarial Fund 

Additional JOBS Spend~

WORK Operations and mployer FICA 


. Work Expenses ' 

Administrative Costs ' 

Additional Child Care Spend~for JOBS 


. 	Child Care S~endin~ for ,WO ' 
Transitional hild are 
Child Care Monitorin\and Licensing , 
Child and Adult Care eeding Program (aU child'care) , 

Non':Custodial Parent JOBSIWORK ~Gross)
Non-Custodial Parent JOBSIWORK Savings) 

Enhanced Teen CaseMana~ement 

ADP Federal and State Sys ems ' , ' 

Enhanced Administrative Efficiency 


Caseload Reduction and Sanctions 

Food Stam/a Savings 

Medicaid avings ,
EITC Outlays " 

SUBTOTAL, TRANSITIONAL ASSISTANCE 

IMPROVING GOVERNMENT ASSISTANCE (lGA) 
. ' " 	 !. 

Remove Two, Parent (UP) Restrictions. 

IDArMicroenterprise Demonstrations ' 
GeneraUy Conform Resource Limit and Exclusion 

Rules to those of Food Stam~ 
Increase by 25% Territories' aps arid 


AdJust for Inflation ' 

All thers' ; . ',' 


SUBTOTALIGA 


Tribal TAP ~OBSIWO~ > '. , ' 

Research an Evaluation' AP (JIW)(At-Risk included above) 
Outlay effect, '" ' , '"., 

GRAND TOTAL 

(105~
(45
10 

100 
300 
40 

140 

240 
(325)
285 
200 
640 

1,600 
50 

615 
2,265' 

300 
1,990 

. ,825 
220 
75 

1,680 
365 
295 

60 
225 

, 325 
(140)
320 
825 

, ,(290) 

(1,035}
~495
470 . 
540 

5,615 

710 

' 50 

330 

105 
(105)

1,090 

160 
130 

(530) 

, 9,370, 

~~~~ 
10 


100 

300 	. , 

40 


' 140. 

620 
(270)

285 

635 


1,085 

1,600 

50 


765 

2,415 


300 
1,565 


825 

220 

75 


2,610

610' 

405 


60

' 290 

325 

(140)

745 

825 


, (290)' 


140 

50 


850~ 
. ' ,335 

7,620 

735, 

' 	 50, 

330 

105 

5 


1,225 


160 
130 

(710) 

11,925 
CBO GRAND TOTAL 	 11,800 

Note 1: 	 Parentheses denote savings. 
Note 2: 	 Five Year Federal estimates represent the following state match rates: services at 67% (JOBS match+5) in 19 

69% '(JOBS match+7) In 1999, and 71% (JOBSmatch+9) In 2000; benefits at current match rates; 
benefits at current match rates,; child support Is matched at rates specified In the hypotlietlcal plan; 
comprehensive demonslratlon grants, 'teenage pregnancy prevvent!on grants and IDAlMicroenterprise demons ' 
grants are matched at 100%; and other demonstrations ar matched at 90%. 

Note 3: Totals may not add due to rounding 

Note '4: See attached pages for more de,talled notes. 
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NOTES FOR REVISED REVENUE TABLE 

General 

1. 	 Column 1 represents the Administration's original revenue estimate; . , . . 	 . 

2. 	 Column -2 shows·, these estimates after revenues wereiost to 'GATT an<~ adjusted to 

match CBO sco~ilig. 


3. ' ' 	 Column 3 shows further modifications' on these estimates' for technical corrections or 
, 	 

other assumptions. 

Column 2 

1.' CBO' s ~stimat~ of the decrease in Emerge'ncy Assi~tance was $.8 billion; Immigrants, 
, , was $3.4 1;>illion,,farm income was' $.4 billion, and Superfund was $1.1 billion. 

Columil2 is adjusted to take these e~timates into account. 

2. 	 The money ,raised by DA and A provisions ($;8 billion) was put into GATT. Also, 

1heEITC provisions were put into GATT: 'The revenue portion raises $.05 billion 

arid the outlay -portion saves $,:25 billion. 


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 CBO's estimate will be. 

, 2. The r~vised immigrant estimate of savings,from the two noncitiZen 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 tlIat would be ' 
eligible for benefits under AFDC, SSI, alid Medicaid are'listed; and (2) sponsor-to
alien deeming 'is maintained and extended to 5 yeats under'SSI, AFDC, and food 

, Stamps, and all sponSored immigrants whose sponsors' income exceeds the'median , 
family income measure from. year 6 until citizenship are made ineligible. 

, .~ 



· _ -PRELIMINARy'DRAFf ,
REVISED REVENUE TABLE FOR WRA 1995 

(Numbers in billions) - 'I\.,"~. 
C.6D 

, 
Revenue 
Provisions 

Original 
Estimate 

Re~ised 
Estimate 

Modified 
Estimate 

Emergency Assistance 
Immigrants 
DA and A 
Farm Income 
EITC 
Superfund 
Child Care Feeding Program 
Other Expiring Provisions 

TOTAL 
TOTAL without farm income 
See attached page for notes. 

1.6 
3.8 
0.8 
0.5 
0.3 
l.5· 
0.5 
oj 

9~3 

0.8 
3.4 
0.0 
0.4 
0.0 
1.1 
0.5 
0.3 

6.5 

LO-1.5 
4.0. 
0.0 C. 
·oA :::0 
0.0 
0.0 . - .l;A'.S ;'(>k-..~c;. :r>

·0.5 . II
0.3 -I 

6~2;.6.7 
5.8-6.3 
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DIFFERENCES WITH CBO, 

PRELIM:INARY REVISED,COST ESTIM:ATES OF WRA ' 


, Original .Administration Estimate ' $9.3 billion 

Revised Administration EstiIilate 
(making technical adjus~ents 
to eStimates and using CBO scoring). , 

.. 
,$11.9'billion . 

CBO Estimate $11.8 billion 

HSPPreferred 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 
sCoring is better.) 

'. 

' " 

$11: 7 billion 

" 

. l , 
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L Increased Efficiency and Reduced Fraud and Abuse 

SAVINGS PROPOSALS 

Mandate federal tax offset for Food Stamps (AFDC overpayments, and other goyernment 

p~yments still to be estimated). " " 

Allow SS! payments to be recovered fromOASDI benefits. 

EITC abuse - undocumented aliens. 

EITC abuse (BITC adult must be, the same as AFDC'adult) .. 

EITC ,abuse (Paternity establishment). 

W4 - New hire database -.mandate use in o.ther programs (UI and ·Foo~ Stamps). 

Extend Medicare secondary payer provisions. 

2. Benefit Coordination and State Flexibility 

For children of undocumented aliens only, change the benefit to that provided as the 

difference between a one and two person family. e.crv,J:rlvI;~? 
Eliminate AFDC payments to families above food Stamps income eligibility level in a 

three generation household .. 

, State option to have AFDC program adopt Food ~tamp fllm,gunit.." 

SSI units 

Other units 
, . 

Increase,d,enforcement of medical support. 

State option tO,conform assets, car and accountin~ provisions. 

Count AFDC energy assistance payments as income for Food Stamps. 

Count cash energy assistance payments as cash in calCulating excess shelter deductions. 

Eliminate Food Stamp shelter dedu6tion if receiving housing. benefits. ' 

3. Current Plan Changes (JOBSIWORKIChild Support Enforcement) 

4. Aliens 

Allow complete phase-in flexibility in phase-iIi (must cover 1/3 of all recipients) 

. thereby reducing child care costs . 

. Cover those born after i975 and complete flexibility beyond that. ' 

Fees for i1on-c~stodial parents. 

Reorder child support distribution rules. 

Change effective date of distribution. 

Reduce working poor child care increase.to $1.0 billion over five years. 

Allow CWEP instead of work for wages.' ' 

Take credit for payments to Social Security by,changingac.counting rules. 
• I • • • 

Current proposal. . . .' 

Alternative proposal including Medicaid (lOyear deeining - Medicare buy-in): 

Alternative proposal including Medicaid (10' year deeming, with Medicare buy~in bu~ 

, allow aliens to get Medicaid long-term care services). 

5. SSI Kids 
Change deeming rules (no medicaid savings, start phase out at 66% of poverty). 

Reduce benefits to level when living in a household of another (I/3 reduction). 

Pre Zebley. 

McCrery!Santorum amendment to convert all children to voucher., 

Convert 113 of cash payment to voucher. 

.. 

Five Year Savings 

(in billions) 

0.2 

3.0 .. 

J 0.1 

1.5 ? 

NA 

NA 

NA . . 

. (0.1) 

0.4 
0.4 
NA 

0.6· -1.0 
0.6 

NA 

0.2 
0.1· 

0.6 

"0.1 
0.1 

; 

4.0 " 

4.9, 

3.9 

1.1' 

4.2 
NA 

NA 
" 

NA 

1:2"1:-.2.. 

, 

.. 1.0 

'·0 "I., 

.' 
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Proposed Budget Impact of the Revised' Work and Responsibility Act (WRA) 
, '. 

Revised Estimate of Proposals bi Current Bill. •• • . .• . • • ••• . . . . '.' .• ." . . . . • •• 11. 7 

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 case load is subjected to the time lirrlit , , , , " , , , , , , , , , , , , , , , ,'-0,8 

Reorder'and change effective date of child support 
distribution rules ,..,",.:, '. . . .., , : , , .. . . . .;'. . . :. , " : , . . . .' . . . -0,3 

Increased enforcement of medical support .. " ......... ' , , , , ..... , NAr 
State option to conform' asset, car and accomiting provisions . " , , , . . . . . .. o.~ 
Count AFDC energy assistance as income for Food Stamps ".,", .. ,." ...... -.o.k.-D.S 
Mandate federal tax offset for Food Stamps (AFI?C overpayments and , 

other governnient payments still to be estimated)' . . . . .'. . , . ::. . . .. ,,"'.. -0.2 
Allow SSI payments to be recovered from OASDI benefits . , , , , .... , . , , , . , . , " , .-0.2 
W4 - New hire database - mandate use in other programs (UI and , ' 
Food'Sta~ps)'" .. " .• ,"., ... , .... , .. ' .... ,"'" .' .. ,.. ,'"., ..'.:'., -0,3 

.' For children of undocumented aliens only, ,change the benefit 
.to that provided as, the difference ·between a one and two 
person family " ; .. . ; . .', . .'~. : . . . . : , : . .. . , ' , , . . ; . : , , . . . , , . -0,1 

Capon'Emergency Assistance (like the current proposal but 
, with a less binding cap) .,'...."."...,.,......,",.'....... -1.0 
Provisions to .stem EITC abuse. . , , . , , . , , . . : . . . . . .'. ',' . . . , . . ,', . , " :Y.if 0·5 
Alternative aliens proposal including Medicaid " 

(10 year deeming- Medicare buy-in) , ' .. : .... , '" " ....... :".', . : , . " . : ~4.9 

Child care feeding programs (current proposal)' ...... , ,:. ; .... ',' .. ' .. , " . " -0.5 
State retention of recovered Food Stamps (current proposal) .,.,,'.. ". . . .. , .... , , . -0,1 ' 

BALANCE 

Preferred Options To Cover Remaining Gap (in order of pri~rity) 
, , 

1. Extend Medicare secondary payer provisions .•••• ~ .•.~ ••••.•...... '... -3.0 
2. SSI savings (unspecified) ••.. '~ •• '•.••....••••...••••••....••..•. -3.0 
3. Sum of provisions specified below ................................. -2.2 

'Money from Emergency Assistance cap increase , , , . 
to -1.5 billion (current proposal) .. , ..... " ...... : .. , . , .. , , .', , . -0,5 

Commodity program income ineligibility (current proposal) ', .. : " , . . . . -0,3 
Railroad User .Fees (currentpropos~l) ,. ~ . " " , , , " , . , ,', ... , .'. , . , , -0.2 

C
count cash energy assistance payments as, cash in ' . , " . 

calculating excess shelter deductions ,...,",....':..."...u, • , -0: 4 

Take credit for payments to ~ocial Security'by changing ", 
accounting'rules' .. , . , , " ... '~ , , ... , , .... ", ' , : ' .. ',' , ~'. -0.1, 

Reduce At-Risk Child Care increase to $.9 billion . ', 
.over five years,: .: . , , , :.... , , , . , . . . . ,', .... . . . . . . .. . '. , . , . , , , , .-0.7 

TOTAL BUDGET IMPACT OF REVISED WRA - Option 1 . ' .•••••. " ••..•....•• ·-0.8, 
TOTAL BUDGET IMPACT OF REVISED WRA - Option 2 ....' .•.. '•.• ; •••....•• -0.8 ' 
TOTAL BUDGET IMPACT OF, REVISED·WRA - Option 3 •... '.' .•. ~ .' .'...•.•.• 0.0 

) 
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Low Income Package 

SSI kids· IhQj 

EA 1.0 . 

Alien Deeming 5.0 

count Energy Assistance 0.8 

Childcare Feeding 0.5 

Fraud stuff (.5 EIC,.3 W-4, 

.2 FTROP,·.2 ssi recovery) 1. 0 . 


'9.3 


Wfor W Package 

Farm deficiency payments cutoff . 

$100,000 total' ri:sl. 

Target School Lunch .and CC feeding~ 

Superfund (C&I) 1.5 

Original Alien Proposal 

(above median income.not eligible 

after year 5) ~. 


9.4 

. FraudIAbusePackage 
Alien deeming . .5.0 


'Count Energy Assistance 0.8 

'Fraud Stuff 1.;0· 

Medicare Secondary. Payor (LID

9.8 

. , . . 
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Welfare Reform Financing possible Themes 

o Option One: "Our welfare reform saves money" (because it is 
overfinanced and includes mostly poor people's programs as 
offsets). . 

o Option Two: "Our welfare reform cuts welfare for the wealthy 
to reform welfare for t~e poorlt (would need to include farm and 
corporate subsidies, etc.). 

o Option Three: "Our welfare reform is financed by eliminating 
fr~ud and abuse" (would need to include Medicare secondary payer 
~xtender,'EITC abuse, tightening up on sponsor responsibility for 
aliens, and some smaller items)~ 

o Option-Four: "Our welfare reform is paid for" (set of ad hoc 
cuts; no theme; keeps financing out of picture as much as 
possible). 
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EXECUTIVE OFF ICE o F THE PRE SID E NT 

31-0ct-1994 06:27pm 

TO: 	 Alice M. Rivlin 

FROM: 	 Isabel sawhil~ 

Office of Mgmt and Budget, HRES 


CC: 	 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 

DA&A 

EITC (2) 


1.1 B 

o CBO scoring 	 1.7 B 

o Remaining Offsets 6.5 B 

Program 	Cost: 

o CBO scoring 	 2.5 B 

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 difference 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 significantly less ambitious program that 
doesn't require new offsets •. 

possible Offset·s: 

o Extend deeming of sponsor income to citizenship instead 
of for 5 years (3.8 B additional) ~ ssr.. A/~",-~J..ea;J 

o Conform AFDC to FS 130% pov. eligibility ($7 B.) 

o Deny EITC to parents with no established paternity (?) 

o other EITC fraud abuse (?) ;$/00-200"""/y..-. 

o Limit DCTC to those with incomes under $110K (781 m) 

oSSA Debt Collection ($160 m) SS!:' fZ.e.(; ..~/dt"\ ...bL..J c~l~ CU.,,",liku) 
- c:k.-.....---... ..c. ()~ j .. u>...-..t

• 	 . - Bvt, )n..J".1,~c..~ .Possible Program Sav1ngs: ., 
- I'v-tkc~ 'J,_J. PRye- Py'l)v/""", U3i> 

o 	Phase in mpre slowly GA - ~ IE ~ - -1>5".::0"" . . 
. cc-.. ~1~ -~s"uo..... . 

o 	Put cap on AFDC chi1dcare so CBO will rescore - (.,",) sf-"'-y1s -1o~s.u-l "'1"~ 
~ IJ "~[i - Ju- ,Ikr'"h 

o Red~ce or eliminate spending on chi1dcare for w~rking 
poor 	 ~y ...t(ex-vA",u,.. 

t/..,,/J';"J ~((eo---", .f A-Ftt:. 

o. Include tougher sanctions for those who are II.fired" .from 
WORK job .. - N" h.c"~I:..,~~M.(1~ 

138 M- cl,...-(J",",lv..;~~
possible 	Legislative strategy: ~~",\L 

$'")J e """l~c:......- "'2,0- I( ~ $;!;,{,a 
o Assume must do on bipartisan basis. f'J~~.{,~ - ~.'3.l. B 

~~ )'n-..:.,f & ....,::.,......:, ~'o-
o Talk to moderates (conserv. Dems/1ibera1 Reps) about what ~~oo..... 

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).' 


