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SUBJECT: 	 Preliminary USDA Analysis of the Personal 

Resp0.nsibility Act 


TO: 	 Bruce Reed 

Deputy Assistant to the President 

Domestic Policy Council 


For your information, I have attached our preliminary analysis of 
" ~_ '-_-' ____ --. _, __ -"'" c_-. 

the major provisions affecting-aornes~~~food assistance_progr~rns 

~~-'Title~v.-of-Fhe-p~opo6e~:p,;:r;"s,~n'::I::~e~~,?n~~.~FrftY.Act~. We have 

provided the same material to David Ellwood and his staff. 

William E. Ludwig 
Administrator 
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November 23, 1994 

Pe1'5Cl11l1l ResponslbUity Ad 
Background MataiaIs 

DRAFT 

o 	 OVerview summary of provisions of Title V 

o 	 OVerview summary of effects of Title V 

o 	 Section-by-section summary and analysis of Title V 

o 	 Preliminary S-year cost estimate 

o 	 Historical illustration of block grant adjustment 

o 	 Preliminary estimates of State-by-State effects 

o 	 Projected distribution of food assistance by State and program ander 
current law in 1996 (baseline) 

NOTE: 	 All materials attached are preliminary drafts for internal use 
only, 
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SUMMARY OF TITLE irif pkONAL RESPONSIBILITY ACT 

Title V combines all 15 food assistance programs into a single discretionary block gmnt. 

o 	 Initial funding is set at $35.6 billion in fiscal year 1996, more th3n $S billion below 
the 1996 current services estimare. Subsequent funding is indexed by increases in 
toIal population and food prices. 

o 	 Each Stare's grant is based on their share of the economically disadvantaged 
population. t1efined as anyone with family income below the Lower Living Standard 
Income Level. In 1994 these income levels mnged from 142 to 173 percent of the 
poverty line fur families of four. 

o 	 Stares have total discretion in the use of grant funds, provided that funds support food 
assistance to economically disadvantaged families and individuals, that no more th3n 5 
percent of the gmnt support administIative costs, that at least 12 percent support food 
assistance and nutrition edueation to women, infants, and children, and that at least 20 
percent support child nutrition programs. 

o 	 AU statutory authority for existing food assistance programs, including authority 10 

esIlIblish standards for these programs or provide nutritinn education. is eliminared. 

o 	 Cer1ain food assistance program recipients -- generally all non-elderly, able-bodied. 
single individuals and childless couples regardless of their employment stalus -- must 
work at least 32 hours per month on behalf of the Stare or face reduction. in benefits. 

Other provisions that have implications for USDA programs include: 

a 	 Section 107. which permits Stares to deny housing assistance, including Farmers 

Home AdministIation (FmHA) programs, 10 unwed pan:nts nge 18-20. 


o 	 Section 202, which ""Iuires Stares to cash..,.,t food assistance benefits for participants 
in AFDC-UP. This single cash payment would be reduced 10 the extent that at least 
one pan:nt does not work 32 hours and conduct job search for 8 hours per week. . 

o 	 Section 203, which permits stares to use food assistance block grant funds to 

sublIidize wnges for single pan:nts on AFDC. 


a 	 Section 301. which makes scme FmHA hOUSing assistance programs subjecllO a cap 
on nggregate growth on welfare spending. The cap limit! growth in funding for 
welfare programs (including AFDC. housing assistance, and supplemental security 
income) to increases in inflation and in the size of the poverty papal.lion. 

o 	 Section 401. which eliminares virtually all domestic assistance 10 non-citizens, with 
the exception of refugees and the elderly. after a one-year tIansition period. The 
Food Stamp Program was not included in the list of programs for which allens are no 
longer eligible; this is apparently an unintentional oversight 



NOV Z 3 1994:'DRAFT 
EFFECTS OF TITLE V OF THE PERSONAL RFSPONSmILlTY ACT 

The PelllOlla! Responsibility Act would substantially reduce funding for food assistance, 
leading to less food money for poor families and individuals, less FedernI support for Stares, 
and fewer dollars to spend on food and farm products. It would fundamentally change the 
very character of food assistance progmms by eliminating all natioual standards and the 
guarantee of assistance for millions of low-income Americans. Finally, the proposal 
jeopardizes the Administration's efforts to improve the nutrition and health of the nation', 
children. 

The bill slgnil'u.:antly red_ food assistance. Funding fur nutrition assistance programs 
will be cut by more than 10 pereent (more than $5 billion) from the Fiscal Year (FY) 1996 
current services estimate for food assistance progmms and $3 billion below spending for this 
year. 'Ibis gap widens to $7 billion in FY 2000, with reductions over five years of nearly 
$31 billion. Reductions of this size will translalt inlo less assistance for many poor families 
or individuals, less Feder.U support for most Stares, and fewer food dollars to spend on 
American ngrlculture. 

The bill makes all rood asslstance discretiollar:y. Food assistance funding thus will be 
forced 10 compete for limited discretionary funds. Discretionary progmms are much more 
vulnerable 10 reductions to meet other progmm needs. Moreover, the size of the grant in 
every futere year is based on the previous year'. appropriation. If funding for the Food 
Assistance Block Grant is reduced in one year 10 support o!her priorities, funding for future 
fiscal years would be permanently lower. 'Ibis further jeopardizes !he progmms' ability 10 
help those in need, particularly in times of poor economic growth. 

The bill alters the current largetlng of food assistance. More than 45 million Americans 
receive assistance throngh one of USDA's food assistance progmms every month. Under the 
proposed block grant, there is no guarantee that these needy Americans will continue 10 
receive nutrition assistance. Some will lose eligibility a1logether while others may become 
eligible: the statulory income limits in the bill are less generous than the eligibllity criteria 
used for some of the current food assistance programs and more generous than others. 
Furthermore, the flexibility given 10 States is so broad that Stares can choose not 10 offer 
anything similar 10 the current Food Stamp Progmm, the only assistance progmm currently 
available 10 virtually any low-income American without calilgorical restrictions. 

The proposallimils Ibe ability of rood assistance programs to respond to changing 
economic condiUons. The proposed bill eliminates the mandatory entitlements of the Food 
Stamp and National School Lunch progmms. Hislorieally. these progmms have 
aulomatieally expanded 10 meet increased need when the economy is in recession and 
contracted when the economy is growing. The indexing provisions in the proposal do not , 
offer the same aulomatic adjustment. Under !his bill, States will have 10 choose between 
absorbing additional costs or denying benefits 10 some families in need in the next recession. 



Current efforts to Imp<Ove notrltloa and health or the nalloa's dilldrea 8ft jeopardb:ed. 
The proposed bill would eliminate all authority 10 establish minimal nutrition standards for 
any food assislance program. AU authority for the School Meals Initiative for Healthy 
Children is eliminated. Authority to ensure that meals served provide some portion of the 
RnA. is eliminated. Furthermore, SIare:! no longer would be required 10 provide key 
componenlS of WIC service - food packages tailored 10 specific nutrition requiremenlS. 
nutrition education. health care referrals. or immunization screening. The proposed bill also 
apparently prohibilS financial support for meals served 10 the 31 million children eligible for 
paid meals under current law. In the absenoo of this support. many schools, especially those 
serving relatively small numbers of meals 10 free and reduced price students. may find it 
financially impossible to continue any form of school meal program, poulng service 10 low­
income students in those areas in jeopardy. 

The hl<lck gnmt will require massive redlstributlon ot tood benefits 8DlODI the States. 
The proposed fonnula for distributing grant timds among the States bears little relationship to 
the existing distribution or program funds. With the overall reduction in funding, most 
Slates would lose but a few States would gain Federal funding. In some instances. the gains 
and losses may be sabstantial. 

The block gnmt will also redlstribute benefits withlo States. The combination of the 
initial cut in funding for the grant and the statutory floon on spending for services 10 
women, infanlS, and children will force SIare:! to make difficult decisions. After setting aside 
12 percent for food assislance and nutrition education 10 women, infanlS, and children and 20 
percent for child nutrition programs, the funding remaining is well below the amount 
currently projected for the Food Stamp and other nutrition programs. 

Furthermore, the set-asides de not reflect current spending. The minimum set-aside for food 
assistance and nutrition education 10 women, infanlS, and children ($4.3 billion in FY 1996) 
reprosenlS a $350 million increase over the current service estimate for WIC. Similarly, the 
minimum set-aside for child nutrition services ($7.1 billion in FY 1996) represenlS an 18 
percent decrease ($\'s billion) from the current service estimate. 

Umits on adminlstratlve spending would force SlAtes 10 choose the !east...,..t,(y, although 
Dol nocessarily the most effectlve, method for delivering benefits. States would also be 
limited to spending no more than five percent of their grant on program administrnlion. The 
Federal share of State administrnlive expenses for food assistance programs now avemges 
about eight percent, with sabstantial variations among Slates. There is no requirement thai 
States contribute any of their own funds 10 program administration, so the actual reduction in 
administrnlive costs could be much greater. The cap on administrnlive spending will force 
States 10 lock for ways 10 reduce administrative costs and is likely to push them in the 
direction of providing assistance in the form of cash rather than coupons. electronic benefits, 
or WIC vouchers. This will weaken the link betw.... food assistance benefilS, food . 
consumption. and improved nutrition. USDA'. research indicates that food stamp cash"",! 
reduced expenditures on food in the short-run by 5 to 20 percent in three or the four 
demonstrnlion sites in wltich cash-oul was tested. Over a longer period, food expenditures 
may go down even further. 



Fllminatin& USDA'. authority to buy commodities for donations to States bas serious 
lmplicatioll5. Without this authority, USDA no longer has the ability to provide responsive. 
short-term support to agricultural markets. Furthermore, the value of assislanCe is. 
diminished by prohibiting USDA from using its superior purchasing power to w:quire non­
surplus commodities on behalf of schools. It also threaIens the network of private emergency 
food assistance providers. who rely on govemmenl-donated commodities and administrative 
l\mding to support distribution of privately denated food to low-income households. Finally, 
eliminating commodity purchases limits USDA's ability to respond effectively to disasters. 

Work requirements for food assistanc:e recipients are grutly e:xpanded. Section 501 
requires non-exempl individuals to work for the Stam for at leasl32 bours per month or face 
reductions in benefits. The proposed bill modifies the definition of an individual subject to 
work requirements to exclude psre.ts of children under age 18 (currenllaw only excludes 
psrents of chi1dren uuder age 6) and to include individuals between the ages of 60 and 62, 
individuals complying with work requirements of other programs, individuals who are 
already employed, and individuals receiving unemployment compensation, all of whom are 
excluded from current Food Stamp Program work requirements. Ju effect, these changes 
will require some work for the State from all no.-e!derly, able-bodied single individuals or 
childless couples regardless of their currenl employment statues. This creates • significant 
disincentive to work: even individuah employeJi jWJ-/ime would ho.ve to set aside the 
equivalent ofone day a week to "",* for lhe StoJe. Furtberroore, because these work 
requirements apply to all non-ilXempt recipients of food assislanCe. someone whose only food 
assistance is through. soup kitehen or food bank now bas to wOIk 32 bours per month for 
the Stam. 
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SUMMARY OF THE PERSONAL RESPONSIBILITY ACT 

TITLE V: 

Ses:tion 50I 

Current Law: 

Under current law. USDA operates a network of 15 domestic food assistance programs that 
provide access to a more nutritious diet for persons wilb low incomes. The Food Stamp 
Program is Ibe largest of Ibose programs and is the only assistance program available to 
virtually anyone who meets certain financial eligibility criteria. Olber programs are designed 
to meet the needs of specific vulnerable populations. such as pregnant women. infants. 
clilldren. and the elderly. 

Republican Proposal: 

All food assiS1lll1ce programs would be replaced with a Food Assistance Block Grant 
Program. Funding for Fiscal Year (FY) 1996 is set at $35.6 billion. Funding for 
subsequent years would be adjusted for food price inflation and population increases. 

Funding would be apportioned among States based on the proportion of the economically 
disadvantaged population living in each State. Economically disadvantaged is defined as an 
individual or family with inoeme below the Lower Living Standard Inoeme Level (f.J..SIL) 
published by the Department of Labor'. There are specific set-asides for the territories (.21 
percent) and for Indian Tribal Organization. (.24 percent). 

Slates oeuld use no more than five percent of their grant for program administration. In 
addition. each State would be ""luired to spend • minimum of 12 percent on food assistance 
and nutrition education for women. infants, and young cIilldren and a minimum of 20 percent 
on child nutrition programs; i.e .• school lunch and breakfast programs, child care food 
programs. food service programs in institutions, and summer food service programs. The 12 
percent and 20 percent minimums could be lowered at State request with USDA approval. 

'Tbe Department of Labor publishes separate inoeme levels by family size for 
metropolitan and non-metropolitan areas in each of four regions of the country. The most 
current thresholds for a family of four range from about 140 to 170 percent of the poverty 
income guidelines. 
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StaleS are directed to use grant funds to provide food assistance to economically 
disadvantaged individuals and families, defined as individuals whose family income is below 
the USIL. 

The proposal repeals all existing authority for food assistance programs, all authority to 
establish nutrition standards for these progllllll., and all authority to provide nutrition 
education to anyone other than women, infants and their young children. 

Certain food assistance program recipients - generally all non-elderly, able-bodied, single 
individuals or childless couples regardless of their employment status -- would be required to 
work at least 32 hours per month on behalf of the State or face reductions in benefits. 
Section 204 authorizes the Depa.ttmenl of Health and Human Services to pay States $20 for 
each individual who perfonns work for the State. 

AdministrDliOIl Proposal: 

There is no similar provision in the Administration Proposal. The President', welfare refonn 
proposal retain, the Food Stamp Program as a key element of the safety net for low-income 
Americans and makes no major changes 10 other food assistance progllllllS. 

Analysis: 

The Personal Responsibility Act has major implications for the future of domestic food 
assistance programs. If enacted, the bill would substantially reduce funding for food 
assistance, meaning less food money fbr needy individuals and famllies, less Federal support 
for StaleS, and fewer dollers .vallable to spend on food with potentially serious implications 
for American agriculture and the food industry. In addition, the bill will fundamentally 
change the very character of food assistance progllllllS - eliminating all national standards 
and the guarantee of assistance for millions of low-income Americans -- and require a 
massive redistribution of benefits. Fiually, the proposed bill will also undermine the 
Administration's efforts to improve the health and nutrition of the Nation's children. 

Funding for nutrition assistance progllllllS will be cut by more than 10 percent (more than $.5 
billion) from the FY 1996 current services estimate for food assistance programs and $3 
billion below spending for this year. This gap widens to $7 billion in FY 2000, with 
reductions over five years of nearly $31 billion. Reductions of this size will trnnslate into 
less assistance for many poor families or individuals. 

More than 45 million Americans receive assistance through alleast one of USDA's food 
assistance programs every month. The Food Stamp Progllllll alone serves about 27 million 
people monthly, more than half of whom are children and about 10 percent of whom are 
elderly. The National School Lunch Program serves 2S million children each day. WIe 
provides food assistance, nutrition education, and critical health care referrals to nearly 7 
million women, infants, and cbildren monthly. Because the proposed bill e1iminaleS all 
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national standards, there is no guarantee that these needy Americans will continue to receive 
nutrition assistance. Some will lose eligibility altogether while others may become eligible: 
the statutory income levels in the bill are less generous than the eligibility criteria used for 
some of the current food assistance programs and more generous than others. This could 
easily lead ro less weIi-laIgeted assistance. 

The proposal would also significantly reduce infant formula rebates which wiil contribute 
over $1 billion annually to WIe. The grant allocation process would remove State incentives 
to maintain rebate revenues and fonnuta companies are likely to be less responsive to State 
bids after Federal oversight is removed. 

The proposed bin eliminates the mandatory entitlements of the Food Stamp and Child 
Nutrition Programs. Under current law, anyone who meets the eligibility criteria is 
guaranteed to receive assistance. The proposed changes eliminate that guarantee. Coupled 
with the funding cut, the bill puts food assistance for millions of low-income Americans at 
risk. 

Elimination of the entitlement will also severely impair the ability of food assistance 
program. to respond to changing economic conditions. Historically, most food programs. 
have automatically expanded ro meet increased need when the economy is in recession and 
contracted when the economy is growing. The indexing provisions in the proposal do not 
offer the same auwmatic adjustment. Under this bill, States will have to choose between 
absorbing additional costs or denying or reducing benefits to some families in need in the 
next recession. 

Furthermore, there is no guarantee that the funding level specified in the proposal will 
actually be appropriated. Ail food assistance funding will be discretionary and thus will be 
forced to compete for limited discretionary funds. Discretionary programs are much more 
vulnerable to reductions to meet other program needs. Moreover, each future year grant is 
based on the previous year's apprpriation. If funding for the Food Assistance Block Grant is 
reduced in one year to support other priorities, funding for future fiscal years would also be 
pennanently lower. This further jeopardizes the programs' ability to help those in need, ' 
particularly in times of poor economic growth. 

The combination of the initial cut in funding for the grant and the statutory floors on 
spending for services to women, infants, and children wiU force Stales to make difficult 
decisions. After setting aside 12 percent for food assistance and nutrition edocation to 
women, infants, and children and 20 percent for child nutrition programs, the remaining 
funds are well below the amount currently projected for the Food Stamp and other nutrition 
programs. There simply will not be enough money to support the current level of services. 
Every food assiSlance program and the people it serves are put at risk, and those who are 
least organized and least represented in State policyma1cing are put at the greatest risk. 
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The set....ide for services to women, infants, and children does not reflect Current spending. 
The minimum set~aside for food assistance and nutrition education to women, infants~ and 
children ($4.3 billion in FY 1996) represents a $350 million increase over the current service 
estimate. Slate flexibility in the proposal is so broad that no State would be required to 
provide any of the current vital components of WIe service - food pnckages 1aiJ0red to 
specific nutrition requirements~ nutrition education, health care referrals, or immunization 
screening. The potential 10.. of these componeots is particularly problematic given 
significant evidence that investments in WIe return substantially larger savings in public 
health care costs. 

The minimum set-aside for child nutrition services ($7.1 billion in FY 1996) represents an 18 
percent decrease ($1.5 billion) from the current service estimate. In addition, many States ­
tho", who are currently spending far more on child nutrition programs - would face the 
tough choice of dramatically cutting hack on support for child nutrition or using the limited 
funds from other existing food assistance programs. Based on current spending for child 
nutrition programs, reductions in some States could be quite large: in 23 States, funds for 
child nutrition could be cut by over 25%; in 17 Slates, by more than 30%; in 7 States, by 
more than 40 %, and in three Slates by more than one-half. 

Unden cuI1Cflllaw, the National School Luoch Program provides some level of 
reimbursement for all meal, serve<! in authorized schools. 'This funding ensures that meals 
meet meal pattern requirements and thai the program is avallable to provide free meals to 
low income children. The proposed biD prohibits even modest fmandal support ($600 
million) for meal. serve<! to the 31 million children eligible for paid meals under current law. 
In the absence of this support, many schools, especially those serving relatively small 
numbers of meals to free and reduced price students, may find it fmandally impossible to 
continue any form of school meal program, putting service to low-income students in those 
areas in jeopardy. 

The proposal jeopardizes the Administration's efforts to improve the nutrition and health of 
the nation's children. The link between diet and health is clear, and yet the American diet 
does not meet the Dietary Guidelines for Americans. Even small dietary changes can 
dramatically improve health and have great value. Nevertheless, the proposed changes would 
eliminate all authority to establish even minimal nutrition standard, for any food assistance 
program. All sebool meal program nutritional requirements -- providing one-third of 
recommended dietary allowances and meeting the Dietary Guidelines for Americans - would 
be removed. In essence, the proposed bill ignores the consensus view that major 
improvements in the health of Americans wiD come from preventive health measures, 
including improvements in nutrition. 

The proposed bill makes no provision for Slate accountability or stewardship of Fe<!eral 
fund.. There are no requirements or vehicles for Slate reporting of activities, Federal 
oversight of operations, or reporting to Congress and the American public on the services 
provide<! or results achieve<! with the multi·billion dollar block grant. 
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The block grant will require massive redistribution of food benefits among tile States. The 
proposed formula for distributing grant funds among the States bear.; little relationship to tile 
existing distribution of program funds. Wilh the overnIJ reduction in funding, most States 
would lose but a few SllItes would gain Federal funding. In some instances, the gains and 
losses may be substantial: California stands to gain tile most - more tban $800 million; 
Texas loses the most - more tban $1 billion. 

States would also be limited to spending no more tban five percent of their grant on program 
adminisll:l!lion. The Federal share of Slate administrntive expenses for food assistance 
programs now averages about eight percent, witll substantial variations among States. This 
will thus effectively reduce Federal support for administrntive costs by more tban one-third. 
Because tile bill does not require States to contribute any of tlleir own funds to program 
administrntion - while current law requires them to contribute about half of tile cost of 
administering the Food Stamp Program - the actual reduction in total administrative support 
could be much greater. 

The cap on administrative spending will force States to look for ways to reduce 
administrntive costs and i, likely to push them in the direction of providing assistance in the 
form of cash rather tban coupons, electronic benefits, or WlC vouchers. This will weaken 
the tink between food assistance benefits, food consumption, and improved nutrition. 
USDA', research indicates thet cash-out reduced expenditures on food in the short-run by 5 
to 20 percent in three of tile four demonstrntion sites in which cash""u! was tested. Over a 
longer period, food expenditures may fall even further. 

NOTE: There are likely to be several teubnical issues in implementing the grant 
allocation metbod required by the proposed bill. Most ubvious among tIIese is 
the absence of a single souree of reliable aod precise information on the 
income distribution of families in all of the States and outlying territories. The 
most ubvinu. source is the Current Population Survey, which is updated 
annually. Sample sizes for many States are small, and some areas, such as 
Puerto Rico, are not included. The aIlemative, the decennial census, is only 
updated every ten years. Even small differences in State shares have large 
fiscal implications for States: a difference as small as one tentll of one percent 
ean translate into gains or losses of $35 million for individual States. 

Section 502 

Cutrt/IJ Law: 

The Federal government is responsible for the production aod distribution of coupons to State 
Agencies who then provide coupons to households eligible for food stamps. The Food Stamp 
Act also establishes requirements for approving retail food stores, a procedure for redeeming 
coupons, aod peualties for stores or recipients that violate program rules. 



Repub/icOll Proposal: 

USDA would make available to States, including Puerto Rico aDd the Ulrritories, coupons for 
use in authoriz<:d food stores. Slates wishing to participate in a coupon program would 
purchase these coupons at face value from USDA. 

The current requirements for approving reIailers and penalties for noncompliance remain 
substantially unchanged, with some minor differences. 

AIlminislraliOll Proposal: 

The Administration Proposal does nOl change current law .. 

AM/ysis: 

The cap on administrative elpenses is liIreIy to force Slates to seek al"'matives to the 
relatively costly and cumbersome coupon-based sysu.m. Mainlaining the current capacity to 
produce and redeem coupons on a smaller scale for those Slates who elect to relain a coupon 
sysu.m would not be cost effective for the Federal Government. No funds are made 
available to suppcn coupon printing and re1.u.d expenses at the Federal level. 

The cap is also likely to force States to seek funding from the Federal government or the 
private sector should they pursue EBT aDd choose to participate in the nationwide the 
nationwide EBT system recommended by the Vice President's National Performance Review. 
Given the constraint on adntinistrative costs, States are not likely to have many funds of their 
own to conmbu'" to EBT development and operations nor mnch incentive to pursue EBT. 

NOTE: The bill language directs the Secretary to issue regulations regarding 
subntission of applications to become"" authoriz<:d retailer but is silent with 
regard to what entity (Federal or State government) would receive and approve 
applications. This i. currently a Federal responsibility. 

NOTE: Some recent changes in the Food Stamp Act relating to retailer authorization 
have not been picked up in the bill language. 

Section 503 

Current Law: 

Commodities are purchased by USDA as a mechanism to elintinate surpluses and suppon 
prices. These surplus commodities are donau.d to States and other institutions, such as 
school., to supplement benefits provided under various Federal food assistance progmm •. 

Republican Proposal: 

6 




S«;tion 503 permits USDA to seU sUIj>lus commodities to States to provide food assistance to 
economically disadvantaged people. 

Adminislration Proposal: 

The Administration Proposal does not change current law. 

Analysis: 

Eliminating USDA's authority to buy commodities for donations to States eliminates the 
ability to provide responsive, short-tenn support to agricultuml marlrets. It also diminishes 
the value of assistance by prohibiting USDA from using its superior purchasing power to 
a.:quire non-SUIJ>lus commodities on behalf of schools. Furthermore it threatens the network 
of private emergency food assistance providers, who rely on govemment-donated 
commodities and administrative funding to support distribution of privately donated food to 
low-income households. 

Section 504 

Current Law: 

Not applicable. 

flepub/icQIJ Proposal: 

Contains definitions of !rey tenns for the Food Assistance Block Grant. 

Administration Proposal: 

There is no similar provision in the Administration Proposal. 

Analysis: 

Most of these definitions are not significantly different from current law, with three major 
exceptions: 

o 	 The proposed bill restricts food assistance to economically disadvantaged families and 
individuals. The definition of the economically disadvantaged (anyone whose family 
income is below the LLSll..) differs from the eligibility requirements used by every 
existing program and virtualiy assures that some families on assistance now will 
!Jerome ineligible while others !Jerome eligible for assistance. Use of this single 
definition effectively eliminates much of the targeting built into existing program 
eligibility rules. The LLSll.. definition is more generous than current food stamp 
eligibility limits and could substantially expand eligibility for some; the limit is less 
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generous than current WIe and Child Nutrition prognun limits and would require 
termination of assistance for some women and their infants and children. 

o 	 Section SOl requires non-exempt iodividua1s to work for the State for at least 32 
hours per month or face reductions in benefits. The bill modifIeS the definition of an 
individual subject to work requirements to exclude parents of children under age 18 
(current law only excludes parents of children under age 6) and to include individuals 
between the ages of 60 and 62, individuals complying with work requirements of . 
other programs, individuals who are already employed, and individuals receiving 
unemployment compensation, all of whom are excluded from current Food Stamp 
Program work requirements. In effect, these changes will require some work for the 
State from all non-elderly, able-bodied single individuals or childless couples 
regardless of their current employment status. This creates a significant disincentive 
to work: even inJividl«1ls employed fUll-time would have to sa asid£ the equivalent of 
one day a week to ...,rk for the Stale. Furthermore, because these work requirements 
apply to all non-exerupt recipients of food assistance, someone whose only food 
assistance is through a soup kitchen or food bank wouid face the same work 
requirement. 

o 	 The definition of a retail food store omits recent changes that require stores to carry 
on a continuous basi. food from at least four of the categories of staple foods (meat, 
poultry or fish; breads or cereals; vegetables or fruits; and dairy products) and 
perishable foods from 31 least two of these categories. 

Section 5~ 

Cumnt Law: 

Not applicable. 

Republican Proposal: 

Section 505 eliminates all statutory authority for food assisW1ce prognuns, including any 
surplus commodity donations, as well as demonstration projects and nutrition education 
related to food assistance programs. 

Adminisrradon Proposal: 

There is no similar provision in the Administration Proposal. 

Analysis: 

See Section SOl for a detailed discussion of the implications of these changes on food 
assisW1ce prognuns. 
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The proposal eliminates the Department's ability to design and operate programs tailored to 
the specific nutritional needs of Wget popolations. This approach ignores the clear evidence 
of the link between diet and hesith and the diSCOlllleet hetween the average American diet 
and the Dietary Guidelines for Americans. The proposal effectively eliminates all authority 
for Federal initiatives to improve the diet and health of low-income Americans, especially 
children. All requinements to meet nutritional standards or deliver program benefits in an 
efficient manner are eliminated. 

USDA support for elderly meaIs-Q!l-wheels and congnegate feeding would he eliminated. 

The amount of commodities available to the needy would he significantly reduced because 
USDA would bave authority only to sell bonus commodities to Stales. USDA currently 
purchases commodities that schools prefer and which are not in surplus, oblaining significant 
unit cost savings by virtue of high volume purchases. The variety of commodities available 
to the needy also would he diminiabed, as the emphasis on nutritional concerns and recipient 
preferences contained in the current food assislance legislation would no longer exist. 

Eliminating Federal food assistance programs would remove a significant outlet for the 
commodities oblained under prie<>-support and surplus-removal programs. This would result 
in: (1) diminished support to agricultural marlrets; (2) increased Federal storage costs; and, 
(3) possibly increased donation. to foreign countries in lieu of distribution of such 
commodities domestieally for use in providing food assisIance to the needy. It would also 
significantly undermine the network of private emergency food assistance providers, who rely 
on government.;:lonated commodities and administtative funding to support distribution of 
privately donated food to low-income households. 

Eliminating commodity purchases for Federal domestic food assistance would severely limit 
USDA's ability to respond effectively to disasters. Over the last 10 years, there bave been 
six major disasters - affecting more than 10,000 bouseholds - ranging from hurricanes and 
typhoons in South Carollua, Florida, Louisiana, Hawaii, Guam and the Virgin Islands to 
floods in lllinois, Iowa, Missouri, and Georgia to earthquakes in California. Federal 
inventory would no longer be widely dispersed and available for immediate access in disaster 
areas. Rather, commodities would have to he purchased and shipped to the disaster from 
distant Federal warehouses. 

~506 

Not applicable. 

&publican Proposal: 
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Section 506 makes the block grant provisions effective as of the date of enactment and makes 
Section 505 (containing the repealers and amendments to all food assistance stawtory 
authority) effective the first fiscal year at least six months after the fiscal year in wh.ich the 
act is passed. 

Administration Proposal: 

There is no similar provision in the Administration Proposal. 

AlIlJlysis: 

NOTE; 	 It is unclear how the 'general effective date' and the 'special effective date' 
inte!al:t. 

OTHER PROVISIONS: 

Other aspects of the proposed welfare reform legislation have impUcations for nutrition 
progxam•• 

o 	 Section 107 would permit States to deny housing assistance, including programs 
administered by the Farmers Home Adntinistration (FmHA), 10 unwed parents ages 
18-20. 

o 	 Section 202 would require States 10 cash...,ut food assistance benefits for participants 
in AFDC-UP. and at least one parent in these fantilles would be required to perform 
32 hours of work and 8 bours of job search each week as a condition of eligibility. 
This single cash payment would be reduced to the extent that at least one parent does 
not meet this workIjob search requirement. 

o 	 Section 203 would permit States to use food assistsnce funds provided through the 

block grant 10 subsidize wages. 


o 	 Section 301 makes some FmHA housing assistsnce program subject 10 a cap on 
aggregate growth on welfare spending. The cap lintits growth in funding for welfare 
programs (including AFDC. bousing assistance, and supplemental security income) to 
increases in inflation and the size of the poverty population. 

o 	 Section 401 elintinates vlrtually all domestic assistance to non-citizens, with the 
exception of rerogees and the elderly, and grandfathers current residents for one year. 

NOTE; 	 The Food Stsmp Program was not included in the list of programs for wh.ich 
aliens are no longer eligible; this is apparently an unintentional oversight. 
There also is an apparent inconsistency in ontitling any reference 10 the Food 

10 



Assistance Block Grant authorized in Title V while referring to statutes that 
are repealed in Title V. 
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NOV 2 3 I~""

OP.AfJ 
Preliminary Cost Estimate or TItle V or the Personal Responsibllity Act of l!19S 

. (Dollars in millions) 

1996 1991 1998 	 1999 2000 Total 

Current 40,764 43,029 44,962 47,042 49,260 225,051 

Proposed 35,600 31,138 38,756 40,457 42,214 194,166 

Difference -5164, -5,891 -6,206 -6,585 -7,046 -30,892 

Percent -12.7 -B.8 -13.8 -14.0 -14.3 -13.7 

NO'lI!S: 	 Based on current service program level for food assislance pmgrams in Depsrtrnent estimates of Seplember 1994 
(excluding projecled costs of Food Program Administration but including anticipated Health Care Reform spending 
for WIe). 

Pmposed levels in 1997-2000 are increased from 1996 amount using the pmjecled increase in lola! population and 
the oost of the Thrifty Food Plan for the pr.:ceding year. 

Tolals may not equal sum of columns due 10 rounding. 
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--DRAFT-­

Effects of IlIA! Personal ResponsIbility Act: 

Hislorical Blustralion of Food AssIsts""" Block Grant Acljuslment 


(Dollars in millions) 


Actual Acljusted DlITe_ Acljusted DlITerence 
Vear Food Block Block 

Assist.""" Grant Total Percent Grant Total Pen:ent 

1984 $19,551 $19,551 NIA NIA 

1985 19,851 20,196 $345 1.7 

1986 20,051 20,776 725 3.6 

1987 20,337 21,369 1,032 5.1 

1988 21,119 22,759 1,640 7.8 

1989 21,697 23,603 1,906 8.8 $21,697 NIA NIA 

1990 24,786 25,752 966 3.9 23,672 - $1,114 - 4.5 

1991 28,867 27,378 - 1,489 - 5.2 25,167 - 3,700 - 12.8 

1992 33,520 28,950 - 4,570 - 13.6 26,612 - 6,908 - 20.6 

1993 35,391 29,120 ' 6,271 - 17.7 26,769 - 8,622 - 24.4 

1994 36,837 30,372 - 6,465 - 17.6 27,920 - 8,917 - 24.2 

Notes: 	 Acblal food assistance includes total Federal cost of all food assistance programs, excluding Food 
Program Administration. Block grant is adjusted by the change in total U.S. population and the 
Consumer Price Index for Food at Home in the preceding year (ending on July I for population and 
in May for the CPO. 



NOV 2 J 1994 
··DRAFT·· 

Preliminary &timates of the Effect of Title V of the Personal RespolL'iibllity Act of 1995 

on Federal Support for Food Assistance by State 


(Fiscal year 1996 dollars in million,) 


Level 01 Food Assislance Dlrlerence 
State ~urrent Proposed 'i'oiiil Pe!cent 

Northeast Region 
Connecticut $297 $248 • $49 ·17 
Maine 188 165 ·22 · 12 
Massacbusetts 608 573 - 36 ·6 
New H.a.mp,hire 89 95 6 7 
New Jersey 836 721 ·114 • 14 
New York 3,101 2,648 ·453 • 15 
Pennsylvania 1,617 1,470 • 147 ·9 
Rhode JsIand 128 138 - 25 ·20 
Vermont 16 64 - 12 - 16 

North Central Region 
lliinois 1,741 1,469 ·272 - 16 
Indiana 113 682 - 31 ·4 
Iowa 297 264 - 33 -11 
Kansas 307 266 - 41 ·13 
Michigan 1,390 1,120 ·210 - 19 
Minnesota 508 480 ·21 ·5 
Missouri 810 746 ·64 ·8 
Nebraska 187 173 . 14 . 7 
North Dakota 86 74 . 12 ·14 
Ohio 1,768 1,287 ·480 - 27 
South Dakota 99 94 -5 ·5 
Wisconsin 467 435 - 32 ·7 

South Region 
Alabama 818 711 • 107 • 13 
Arlwlsas 422 393 ·29 ·7 
Delaware 92 61 ·31 ·33 
District of Columbia 137 88 ·49 - 36 
Florida 2,194 1,830 ·363 - 17 
Georgia 1,209 933 - 275 ·23 
Kentucky 740 575 • 164 ·22 
Louisiana 1,141 152 - 389 - 34 
Maryland 576 440 ·135 ·24 
Mississippi 730 598 • 132 • 18 



Level of Prod Assistance I5ifference 
State Current Proposed Total Percent 

North Carolina 930 8SQ - 81 -9 
Oklahoma 528 471 - 57 -11 
South carolina 602 545 - 57 -9 
Tennessee 983 733 - 251 - 25 
Texas 3,819 2,692 - 1,127 - 30 
Virginia 783 610 - 173 -22 
west Virginia 405 302 - 103 -25 

WesiRegiOIl 
Alaska 97 84 - 13 - 14 
Arizona 663 558 - 105 - 16 
California 4,170 4,873 703 17 
Colorado 412 415 3 I 
Hawaii 215 205 -10 - 5 
Idaho 127 172 45 36 
Montana 111 137 26 23 
Nevada 145 151 6 4 
New Mexico 361 320 - 41 -11 
Oregon 410 347 - 63 - 15 
Utah 234 278 44 19 
Washington 660 440 - 220 - 33 
Wyoming 57 S6 - I - 1 

TerritorlesiITOslOther 
Dept. nf Defense S 0 -5 - 100 
Indian Tribal Org. 122 85 - 37 - 30 
American Samoa 5 5 • - 3 
Guam 31 30 - 1 - 3 
Puerto Rico 1,478 1,638 160 11 
Outlying Areas 2 2 • -3 
Virgin Islands 39 38 - 1 - 3 

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

NOTE: 	 The distribution of benefits among States under the proposed law is based on 
the States' relative share of persons with income below the 1991, 1992, and' 
1993 Lower living Standard Income Levels in the March 1991, 1992, and 
1993 Current Population Survey, respectively, averaged over the fur.. years. 
The proportion for Puerto Rico is based on fue number of persons with income 
below 130 percent of the U.S. poverty guidelines in the 1990 decennial 
census. 

Individual cells may not sum to totals because of rounding. 



NOV Z 3 1994 

··DRAFT·· 

ProJ- Distribution of Food AssistaDce Programs by Stale 
(Fiscal Year 1996 dollars in millions) 

State Food ChUd WIe Other Total 
Stamps Nutrition 

Alabama $550 $183 $81 $4 $818 
Alaska 59 25 12 1 97 
Am:ona 469 143 43 7 663 
Arkansas 252 115 51 4 422 
California 2,627 1,073 436 34 4,170 
Colorado 210 91 38 6 412 

, Connecticut 118 69 48 2 297 
Delaware 57 24 10 1 92 
District of Columbia 100 23 11 3 137 
Florida 1,577 456 149 II 2,194 
Georgia 797 283 122 6 1,209 
Hawaii 158 34 22 1 215 
Idaho 69 3S 22 2 127 
llIinois 1,252 325 151 13 1,741 
Iodiana 487 141 82 3 713 
Iowa 175 82 36 4 291 
Kansas 168 100 35 4 301 
Kentucky 501 156 72 5 740 
Louisiana m 255 94 15 1,141 
Maine 133 36 17 1 188 
Maryland 404 117 50 4 576 
Massachusetts 393 144 65 7 608 
Michigan 1,017 226 123 24 1,390 
Minnesota 288 165 54 I 508 
Mississippi 491 177 58 4 730 
Missouri 567 161 76 6 810 
Montana 67 28 15 2 III 
Nebrnska 97 64 21 4 187 
Nevada 104 27 13 I 145 
New Hampshire 
New Jersey 

55 
583 

19 
164 

13 
83 

2 
6 

89 
836 

New Mexico 233 93 30 5 361 
New York 2,177 613 290 22 3,101 
North Carolina 579 245 101 5 930 
North Dakota 44 29 II I 86 



State Food ChDd WIC Other Total 
Stamps Nutrition 

Ohio 1,325 275 159 8 1,768 
Oklahoma 354 127 44 4 528 
Oregon 285 82 39 3 410 
Pennsylvania 1,185 269 155 9 1,617 
Rhode Island 89 24 IS 1 128 
South Carolina 365 159 75 2 602 
South Dakota 53 31 14 I 99 
TeJllleSSCC 720 176 80 8 983 
Texas 2,676 814 306 22 3,819 
Utah 121 79 33 I 234 
Vermont 48 16 II I 76 
Virginia 536 163 79 5 783 
Washing"'" 454 142 58 5 660 
West Virginia 302 68 33 2 405 
Wisconsin 281 118 63 5 467 
Wyoming 32 16 8 1 57 

Puerto Rico 1,143 178 156 1 1,478 
Indian Tribal Olg. 0 0 49 73 122 
Virgin Islands 25 6 7 0 39 
Guam 22 4 5 0 31 
American Samoa 5 0 0 0 5 
Dept of nerense 0 4 0 I 5 
Other Outlying Areas 0 0 0 2 2 

Total 27,782 8,681 3,924 376 40,764 

Notes: 	 Based on current service program level for food assistance programs in 
Department estimates of September 1994. The Food Stamp Program total 
includes Nutrition Assistance Program in Puerto Rico and American Samoa. 
The Wle total includes anticipated Health Care Reform spending. The grand 
total excludes Food Program Administration. 

Totals may not equal sums of individual ceUs due to rounding. 
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COMPARING TIlE CHTI,D SUPPORT PROVISIO~S OF THE "WORK AND RESPO!'1S[· 
BlLITY ACT OF 1994" AI\11 THE "CONTRACT WITH AMERICA" 

o The Work and Responsibility Act bas a eumpn:hensive plan to improve child support 
enfort:tlllentt the Contract With America docs not. 

The Work and Responsibility Act includes a comprehensive proposal to improve the child 
support enforoement system by establishing paternities, ensuring fair child support award levels, and 
collecting support that is owed. The Contract with America does not include a comprehensi.ve plAn 
to improve chUd support enforcement. If inc!ndes only three provisions that have .a significanl 
impact on the system· and these could have .a detrimental effect. These provisions are in the 
"Personal Responsibility Act" and the "Family Reinforcement Act~. (The Work and Responsibility 
Act has 140 pages devoted to child support enforcement, the Contract wilh America has 4.5). 

o The Republican bitt imposes a cap on spending for child support programs, with potentially 
de\'astating results. , 

The Personal Respollsibility Act would impose a cap on aggregate spending for a number of 
social progrrum. [or Ihe poor. These programs include Supplemental Se<:udty Income (SST) for the 
disabled, AFDC, the nHisk child care prosrarn. low income hmlSing, and child sumtort~nforcemenL 
A cap would convert the programs ~ like SSI, AFDC, and child support enforcement ~ into 1l0DM 

entitlement programs, The ~nding level would then have to be set each Yetlr by appropriation, 
Budget constraints in future years and the expectation tbat some of these programs are projectoo to 
increase more rapidly (han inflation (like SSt and the AFDC work program) could mean that these 
programs. including child support, would almost immediately face substantial cuts. 

These projected cuts would have a devastating e:fect on the ability of chiid support 
enforcement programs, already faced with massive caseloads, to provide basic services. Since the 
child support program is ::ost efficient (neu;:y four dollars In child support is collected for every 
dollar inveSTed) and since collections in AFDC cases reduce welfare costs, subjecting child support 
enforcement to this cap is especially shortsighted. And since the COI\tract with America also 
includes massive CUtS in AFDC eligibility. the importance (If effective child support enforcement for 
these famities will only grow. 

o Tbe Republican bill would deny benefits to children who do not have patcrnity established, 
even if the mother was willing to fully <:oopcrate in cfforls to establish paternity. 

Tbe Personal Responsihility Ac! also proposes t!~at children for whom paternity is not 
legally established would be lnellgible for AFDC. Patemity establishment is a legal process, often 
through the (:ourts. that takes as long as one or two years fOf the child support agency to complete, 
Thus, under the Republican proposal, even if t1le mother fuily cooperated nnd gave the name <lnd 
address of the father, the child could be denied benefits for {he period of time it took to establish 
paternity. In a single year, 26 percent of new applicMt children would be denied AFDC benefits 
because patt:rnity was not established at the time of application. 

This requirement applies to at! new applicant children. even those wbo are now ten or 
fifteen years old, 1n cases where the ehild is oider, states find it much !~ore difficult and time 
consuming to establish paternity because often no contact has been maintained ilnd the mother does 
not know where the father is, And if the father can not be located, the child would never receive 
benefits_ 
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o Tbe Republican blll would establish a national untested work pri)gram for non--eustudial 
parents. 

The Family Reinforcement Act contains only one child support enforcement meaSUre of any 
significant consequence" It would establish work requirements for MIl4 custodiai parents with child 
support arrearages, If non-custodial parents did not get jobs or pay support after receivi!lg notice, . 
they would be required to enter a work program and work at least 35 hours per week. 111etc is 
almost no experience with such work programs of this nature and certainly nothing approaching this 
scale. About 1,3 million non·custodial parents of children receiving AfOC are ill arrears, so 
implementing such a program on a national scale would create overwhelming implementation 
problems. (And this would compound the states' administrative difficulties in piadng an estimated 
1.5 million AFDC recipients in work slots by the year 2001 under the Republican work program) 
While it might increase collections, no one cnn predict whether it would be cost-effective or what 
other impacts it might have, For instance. since the proposnl does not provide for an administrative 
system to order people to work and enforce such orders, the couns would bear this responsibility. 
Increasing the caseJoad of already overburdened courts would limit their ability to deal with criminal 
and other types of cases, 

o The Administration's plan is a comprehensive plan. based upon pro""n and widely 
accepted reform initiatives. 

The Work and Responsibility Act takes nil entirely different apprQach to child support 
enforcement. 1t is a comprehensive proposal that reflecrs it growing consensus among child stlppon 
professional on how to constructively reform the system and cramaticaUy increase both patemity 
establishment and collections. Jt is based heavily on the recommendations of the U.S, Commissioll 
on Interstate ChUd Support Enforcement Ilnd best state p:actlces that have already proven to be 
successful, 

The Work and. Responsibility Act includes tough paternity establishment requirements, 
building on the in·hospital paternity estab:ishment programs already enacted as part of OBRA 1993. 
and further streamlining the paternity establi~hment process. Ecollomic incentives wi!! encourage 
states to establish paternities fOf al! births, regardless of welfare status. Mothers must cooperate il1 

estabHshing ptltemity under r.ew strict rcquiremcnts prior to receiving welfare benefils. However, 
unlike the Republican pro?osal, Ii child wEose mother has fully cooperated would get benefits as 
soon as she has provided fuli information and requirements would then be imposed on the state .to 
establish paternity quickly, TIllS is a much more balanced and fair approach. 

The Work and Responsibility Act e!l.;t(rC$ that child support awards are fair and reflect the 
current ability of the noncustodial parent to pay support. Child support distribution rules wi!1 
support families who move from welfal1:: to wo:k and promote family reunification. 

The Work Md Responsibility Act modemizes (he child suppOrt system, requiring States to 
have centr.a1 child support. registries and tracking systems so that enforcement actio!) can be tak~n 
immediately when payments are missed, It includes a Narinliul Clearinghouse to help track parents 
across state lines and immediately impose wage withholding orders whetl someone goes to work. It 
provides for simpler administrative enforcement rcmedie;; and tOllgh enfotcemetl{ tools such as 
license revocations for tno,sc parentS who have ihe ability to pay bur refuse to do so Finally, it 
p'wvides sufficient funding for the progmlh through !l new funding formllla that uses pcrformance­
based incentives to encourage states to improve their programs. 

The Work and Responsibility Act also focuses on cffons to get non-custodial parents 10 

work by providing funds for education nnd trailling programs through lhe JOBS program, at state 
option. Non-custodial parents can be required to work off the support they owe, bu! unlike the 
Republican plan, states are given flexibility ill designing programs to meet these gMls. 
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In sbort, the Contract with America dot's ahno$t flOthing to improve child support 
cnUectioD! for the average family. Th\l child support pn)Visions it tines include are untested 
9and couJd have a negnti\'c impact on minions of cbihlrcn and families, It would undoubtedly 
result in redueed funding for state programs, dctriml,:lltaUy dfecting: tile ability of programs to 
collect child support. The Work and Responsibility Act is vastly more comprehensive and . 
refleets a consensus that child support enforcement can be dramatically improvoo if the states 
have the tools and resources to do thejDb. 



-- ......-~ 
Comparison of Work and Responsibility Act and !be Personal Responsibility Act'., 

.' 
Work and Responsibilily Act Personal Responsibility ActoDA~"". . WORK 

Job Sean:h/ Employable recipients required None, State option, 
Trnining to participate in job search, 

Requirements 
 education, and training activities 

immediately. 

Work Work required of ALL Fifty percent of all recipients 
Requirements employable persons after 2 must eventually be in workfare 

years. or other work activity. 

Sanctions and No benefits for persons who No benefits for persons who 
Benefit Cut.. refuse to work in subsidized job refuse to work or who refuse a 
offs or who refuse a private sector private sector job offer. All 

job offer. Persons willing to persons permanently cut off 
work who cannot find a private after 5 years (state option 2 
sector job can get help, but only years) even if they are willing 
if wiIling to work for benefits . to work but can't find a job, or. 

unable to work due to . 
dIsabIlity, 

Protections for Persons with disabilities or • None. 

Oisability 
 parents caring for disabled child 

exempted until able to work. 

RESPONsmlLITV 
,,,O1ild Support Dramatic improvements in child Few child support provisions ,, 

Enforcement support, including central state and a cap which would ,, 
registries, license revocations, 
etc. 

Paternity 
Establishment 

No AFDC benefits until state 
certifies applicant has 
cooperated'fully in paternity 
establishment. State then 
required to focate father within 
J year, 

actually reduce resources for 

enforcement (child support 

bill promised later.) 


No AFDC benefits for child 

Wltil paternity has been 

established· whether or not 

mother has cooperated fully 


. and whether or not state has 
made a serious effort to locate 
the father. 

Fraud 

Petfonnance: 
Measures 

Improved information systems 
and data coHection to reduce 
welfare fraud and catch those 
who owe child support, 

None. 

New state performance 
measures based on placement 
rather than process, 

No changes. 
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-y TEEN PREGNANCY, REACHING TIlE NEXT GENERATION 

Teen Parents 

. 

Mothers under 18 must live at 
home, identify their child's 
father, and stay in school to get 
benefits. Comprehensive case 
managers for teens. 

Children born to mother under 
18 (state option under 21) 
permanently denir.d aid for 
their entire childhood . 

Teen 
Pregnancy 
Prevention 
Initiative. 

Community based pregnancy 
prevention initiatives in 1000 
schools. Comprehensive 
pregnancy prevention 
demonstrations. 

None 

Family Caps State option to provide no 
additional benefits for children 
conceived while the mother is 
on welfare. 

State 'requirement to provide 
no additional benefits for 
children conceived while the 
mother is on welfare. 

Phase· in Youngest recipients phased-in 
first. 

States encoumged to phase-in 
recipients with oldest children. 

OTIlER PROVISIONS , 

Legal 
Immigrants 

Sponsors held financially 
accountable for legal 
immigrants. 

Legal immigrants barred from 
virtually all public benefits. 

Nutrition 
Cutsl Block 
Grunts 

None Food stamps, WIC, child 
nutrition programs converted 
into single block grant with 
very few conditions and cut by 
12%. 
State option for AFDC block 
grant. 

Benefit 
Protections 

Eligible persons can always 
enroll. 

Entitlement to AFDC, SSI, and 
nutrition programs ended. 
Programs become 
discretionary. Aid might be 
denied because annual budget 
is exhausted. 
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To: Bruce Re.ed 

~a!!y Way 

From: \-~id T, Ellwood 

Re: Attached summary of Personal Responsibility Act 

Date: Novenber 17. 1994 

Leon Panetta asked for the attaehad summary of the Personal 
Responsibility Act. The analysis is very preliminary. 



THE SECRETARy OF HEALTH ANO MUMAN SERvICES 

To: 

From: 

Subject: 

~MEMORANDUM 
'1~ 

Leon Panetta 
Carol Rasto 
Alice Rivlin 

Donn. E. Shalal. 

Welfare Provisions in Republican Contract With America 

This accompanying paper describes the Personal Responsibility Act (or PRA) contained as 
part of the: Republicans' Contract With America.,. indicating both the key provisions and the 
likely impact they will have. Understanding Ihe differences between this proposal and the 
original Republican plan (HR 3500) will b. crucial as we begin to work with Congress to 
fulfill the Administration's longstanding commitment to' welfare reform. 

cc: Laura Tyson, Robert Ruhin 



11117/9-l 18: 56 '6'202 690 7383 HHS OS ASPE -l15F ~~~ BRUCE REED !4i 004/006 

Brief Description and Aualysis of the Personal Responsibility Act 

The Personal Responsibility Act (or PRA) is the welfare reform bill contained as part of the 
Republicans' Contract With America. The memo briefly describes its key provisions and 
gives a preliminary analysis. 

It is important to understand that there are major differences between the original House 
Republican welfare refonn plan introduced last year (HR 3500) and the Personal 
Responsibility Act. Like the Administration's Work and Responsibility Act, HR 3500 built on 
the Family Support Act of 1988 and required participants to engage in training and placement 
services for up to two years, It then required them to work if they had not found private 
sector employment. 

In contrast, while the PRA does require work for a portion of tho caseload, it does not require 
people to participate in the education or training services necessary to prepare them for work. 
Indeed, it removes the requirements and structure of the JOBS program which was the key 
element of the Family Support Act. The PRA also does not create a "two years and you 
work" framework or contain any child support enforcement provisions, although there are a 
limited set of child support enforcement proposals in other parts of the contract. Instead, its 
focus is simply reducing the welfare caseload, in large part by dramatically limiting eligibility 
for children born to unmarried mothers and an unconditional cutoff of assistance (including 
any sort of work opportunity) after five years. 

Sedion-by-Sec6on Analysis 

The Personal Responsibility Act contains the major welfare reform provisions of the Contract 
With America. It has seven titles as listed below and runs 53 pages: 

L Reducing Dlegitim3£y (16 pages)--This section denies cash aid to all children born to 
unmarried teenagers under age 18. The child is barred from aid for the entire 18 years of 
childhood unless the mother marries the father or another man who legally adopts the child. 
There are no ex.ceptions, even for rape or incest. States have the additional option of 
pennanently denying both cash and housing aid to children born to unmarried mothers who 
are between the ages of 18 and 20. The federal money saved by this provision is to be 
returned to the states for use in pregnancy prevention programs, orphanages, or similar . 
programs, but cannot be used for direct support of the children or families. A family cap is 
required in every state. 

The bill also denies cash benefits to children born to mothers of any age for whom paternity 
has not been established. In other words, even if the mother had cooperated fully in 
providing information needed to help locate the father. the child would still remain ineligible 
for cash aid. (The mother could continue to receive her portion of the grant.) Both the 
mother and child would remain eligible for Medicaid. Just over 50% of children on AFDC 
are born out-of-wedlock, and in roughly two thirds of these cases, paternity has not been 
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established. The provision seems to be effective immediately. If so this provision alone 
appears to render roughly one·third (3 miUio. children) of all children currently on AFDC 
ineligible for aid. 

ll. Requiring Work (8 pages)-This section requires that a certain percentage of the case10ad 
be required to work at least 35 hours per week (or 30 hours plus 5 hours of job se=h) rising 
from 2% initially to 50% after the year 2002. This applies to all persons regardless of the 
size of the grant they receive or the current state-by ..state variation in AFDC benefits. For 
example, under PRA. some families in Mississippi would be required to work 140 hours for a 
S120 monthly grant, plus whatever nutrition assistance was available. The legislation appears 
uhclear as to whether states are required to provide child care either during work or program 
participation. 

All other federal requirements for participation in education and training activities are 
eliminated, effectively making the JOBS prO'gram) which was the cor~ of the Family Support 
Act of 1988, optional, although states are allowed to impose rutes of their own. After 24 
months of aid (including at least 12 months of being required to work), states may 
permanently terminate eligibility, After an absolute maximum of 60 mO'nths. StateS must 
unconditionally and permanently terminate eligibilily. No exceptions are allowed, even for 
persons suffering from illness or disahility, advanced age or responsibility for a disabled child. 
Families would be cut off after 2 to 5 years even if they are were wiltlng to work for their 
benefit. 

m. Capping lb. Aggl'llg'''' Growth of Welfare Speoding (3 pages)--This seericn caps the 
aggregate growth of AFDC, 5SI. housing assistance and JOBS, It alsO' reclassifies AFDC and 
SSt as discrerion3!}' rather than entitlement proirams~ thus benefits would not be guaranteed. 
The cap: is set at current expenditures, pius inflation and the growth in the poverty rate. 
However, because the expenditures would be discretionary, money would have to be 
separately appropriated each year" The bill does not specify what happens to persons wHo are 
qualified for one of these programs when the cap has been exceeded: there could be an 
across~the~board benefit cut, or ne\\<' applicants could be placed on a waiting iist. Because 
these provisions apply to both AFDC and SSI, large numbers of disabled and elderly 
Americans, as well as young parents, would b. effected. 

IV. Restricting Welfare for Aliens (5 pages)-This provision eliminates the eligibility of most 
legal immigrants for 60 Federal programs )ucluding AFDC. SS!. non-emergency Medicaid. 
foster care, nutrition programs and housing assistance. The provision is retroactive in the 
sense that current beneficiaries under age 15 would have their current benefits taken away 
after a one·year grace period. Some exemptions are included., for refugees, for example, We 
estimate that approximately 1.5 million legal residents would be affected. 

V, Consolidaung Food Assistan<e Programs (15 pages)·· This repeals essentially all food and 
nutrition programs, including Food Stamps, wtC. sc:hooi lunch and other programs. replacing 
them with • $35.6 billion dis<retionary appropriation paid out as a block grant with a very 
limited set of "strings" (It must be spent on "nutrition assistance" for persons who are 
economically disadvantaged, at least 20 percent must go for school lunch. breakfast, milk, or 
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similar programs. etc.) It also requires that many recipients of state food aid work. Our 
preliminaty estim.te is that this $35.6 billion figure is 12% less than the aggregate $40.4 
billion projected to be spent on such programs in FY 1996. The distribution formul. would 
also significantly redistribute the curren! flow of nutrition fWlds to states, with low AFDC 
benefit states hit the hardest 

VL Expanding Statutory F1..ibility of S13.., (5 page.)-This allows ,tales to convert AFDC 
into a rederal block grant equal to 103% oftha 1994 federal expenditures. Th. only 
requirement is that the money be llSed to fund a system of cash payments TO needy families 
with dependent children, No state maintenance of effort is required, It contains numerous 
other smaller provisions such as an allowance to pay interstate migrants at the old state's 
benefit level. an allQwance to require school attendance of ail chHdren, "married couple 
transition benefits," and microenterprise changes, 

vn. Drug Testing forWeJl'Are Recipients (1 page)--This requires aU persons determined by 
the state to be addicted to drugs or alcohol to participate in treatment (if available) and 1?e 
periodically tested for drugs. 

Overall Effects 

Results are still preliminary, but initial work suggests the following: 

o 	Burdens on states would increase dramatically. States could lose at least $5 billion a 
year in federal matching funds for AFDC, although states do retain the option of 
taking a block grant for their current AFDC allotment, [n addition, states would be 
asked to design their OVw'tl nutrition programs to replace food stamps, WIC. and other 
existing programs for 5S blHinn per year less than is currently provided by the federal 
government, Close to 55 billion per year now gOlog to support legal immigrants on 
SSI. AFDe, and food stamps would be Jost. Demands on state child welfare systems 
are also likely to increase. 

" 	 A major effect of the bill would b. to reduce the number of children [eteiving aid by 
making them ineligible for benefits, Because of the paternity estabHshment, teen 
parent. and uncDnditional 60 month cutoff provisions of the PRA, millions of children 
would be dropped from AFDC, whether or not their parents were able or willing to 
work. While further analysis is needed to determine the effects of the bill over time. 
nearly a third of children on MDe appear to be ineligible immedilllely, and ultimately 
at least 60% of children would b. eut off. Thus 5·6 million children would eventually 
be affected. . 
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tel 17 1994 
To: Leon Panella 

Carol R •• co 
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From: ~E.Sh~I.~ 

Subject: Welfare Provisions in Republican Contra.t With Amorica 

This accompanying paper describes lbe P"sonal Responsibility Act (or PRA) contained iIs 
pan of the Republicans' Contract With America, indicating both the key provisions and the 
likely impact lbey will have. Understanding the difference, between this proposal 8l1d tho 
original Ropublic8l1 plen (HR 3500) will b, crucial as we begin to werk with Congress to 
fulfiU the Administration', longstanding commitment to welfare reform. 

cc: Laura Tyson, Robert Rubin 



TM White House-t 

Brief Dour/plio!! ami AruIIy.l••f die Po_lUll Re'l"'nsiblHty Act 

The Porson.l Responsibility Act (or PRA) is the welfare reform bill contained as part of the 
Republicans' Contract With Ameriea. Th. memo briefly describes its key provisions and 
gives a preliminary analysis. 

It is important to understand that there are major differences between the original House 
Republican welfare reform plan introduced last year (HR 3S00) and the Porsonal 
Responsibility Act. Like the Administration'S Work and Responsibility Act, HR 3500 built on 
the Family Support Act of 1988 and required participants to ""gage in training and placement 
service, for up to two year,. It then required them to work if they had not found privau: 
sector employment. 

In contrast. while the PRA does require work for a ponion of the caseload, it does not require 
peepl. to parti<;ipale in the education or training ,ervice, necessary Ie prepare them for work. 
Indeed, it removes the requirements and strucl\lfe of the JOBS program which was the key 
element of the Family Support Act. The PM also does not create a U two years and you 
work" framework or contain any chHd support enforcement provisions. although there are a 
limited set of child support enforcement proposals in other parts of the <:ontra.et. Irtmad. its 
focu, is simply reducing the welfare c ...load, in large part by dramatically limiting eligibility 
for children born to unmarried mothers and an unconditional cutoff of assistance (including 
any sort of work opportunity) after fiVe years. 

S••don-by-S••tion Anoly.is 

The Personal R.esponsibility Act >contains tho major welfare reform provjsions of the Contract 
With Amerioa. It has soven titles as liSted below and runs 53 pages: 

L Redue;na Dlel:itinuu:y (16 psg.o)--Thi, ..ction 'denie, .ash aid to all children born to 
unmarred te.nasers under age 18. The child is barred from aid for the entire 18 years of 
childhood unless the mother marries th. father or another man who legolly .dopts the child. 
There are no exceptions. even for rape or incest States have the additional option of 
permanently denying beth cash and housing aid to children born to unmarried mothers who 
are between the ase, of 18 and 20. The federal money saved by this provision i, to h. ' 
returned to the sta.tes for use in pregnancy prevention programs, orphanages. or similar 
programs, but cannot be used for direct ,uPEort of the childr.n or familie.. A family cap i, 
required in every state. 

The bill also deni., ..,h benefits to children born to mothers of any ego for whom paternity 
has not been established. In other words, even if the mother had cooperated fuHy in 
providing information needed to help locate the fathtr, the child would still remain ineligible 
for eash aid. (The mother could continue to rc,eive her portion of the grant) Both the 
mother and child would remain eligible for Medicaid, Just over 50% of children on AFDC 
are born out-of-wedlock, and in roughly two thirds of these cases, paternity has not been 
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established. The provision seems to be effe~tive immedi~tely. If so this proviston alone 
appears to ronder roughly one-third (3 million children) of .n children cunently on AFDe 
ineligible for aid. 

II. Requlrlnl Work (8 pages)--This section requir.s that a certain percentage of the caseload 
be required to work at least 3S hours per week (or 30 hours plus S hours of job .earch) rising 
from 2% initially to 50% after the ye., 2002, This applies to all persons regardle .. of the 
size of the grant they receive or the ,urrent statewby~state variation in AFDC benefits. For 
example, under PRA, some families in Mississippi would be required to work 140 hour. for. 
S120 monthly grant, plus whatever nutrition assistance was available. The legislation appears 
unclear a.s to whether states are required to provide child c.are either during w¢rk Or program 
participation. 

All other federal requirements for participation in education and training activities are 
eliminated, errectively making the JOBS program, which was the cor. of tho Family Support 
Act of 1988, optional. although states are allowed to impose rules of their 0,.". After 24 
months of aid (including at least 12 months of being requirod to work). states may 
permanently terminato eligibility, After an absolute maximum of 60 months, states rowt 
unconditionally and permanently !armina,. eligibility. No exceptions are allowed. even for 
persons suffering from illness or disability, advanced age or responsibility for a disabled child. 
Families would be eut orr after 2 to 5 years even if they are were willing to work for their 
benefit. 

m. Capping tho Aggre,are Growth of Welf.... Spendln, (3 pages)··Thi. section caps the 
aggregate growth of AFDC. 5S!, housing assistance and JOBS. It also reclassifie. AFDC and 
55I as d.seretionary rather than entitlement programs; thus benefits would not be guarantoed, 
The cap is set at current expenditures. plus inflation and the growth in the poverty rate. 
However. because the' expenditur:s would be discretionazy. money would have to be 
separately appropriated each yelll. The bill does no! specify what happen. to persons who are 
qualified for one of these programs when the cap has been exc ••ded: tbere eould be an 
across..the~bollrd benefIt (.ut, Of new appHcants could be placed on a waiting list Because 
these provisions apply 10 both AFDC and SSI. large numbers of d",lbled and elderly 
Americans, as well as young parents, would b. affeeted. 

IV. Reamenng Welf"'" for Aliens (5 pages)--This provision eliminates the eligibility ofmoS! 
legal immigrants for 60 Federal programs including AFDC, SSI, non·emergency Medicaid. 
foster care, nutrition programs and housing assistance. The provision is retroactive in the 
sense that current beneficiaries under age 7S would have their current benefits taken a.way 
after. one·year grace period. Some ••emptions are included, for refugees, for example. W. 
estimate that approximately 1.5 million legal residents would be affected. 

V. Con••lidatinz F ••d Anl'tan'. Programs (IS pag ••)--This repeal. essentially .11 food and 
nU1rition programs, including Food Starnps, WIC, school lunch and other programs, replacing 
them with a. $,35,6 billion discretionary appropriation paid out as a b10ck grant \\;th a very 
limited set of "strings." (It must be spent on '!nutrition assistance" for persons who are 
economically disadvantaged, at least 20 percent must go for ,chool lunch. breakfast. milk, or 
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similar programs. etc.} It also reqwres that many recipients of state food aid work. OUf 
preliminary .stimate is that this 535,6 billion figure is 12% Ie.. til"" the aggregato $4004 
billion projected 10 b. spent on such programs in FY 1996, The distribution formula would 
also significantly redistribute the cunenl flow of nutrition fund. to Slates, with low AFDC 
benefit states hit the hardest. 

VL Expandlna Statum", Fluibllity of S1a1e. (5 page.)--This allows mte. to converl AFDC 
into a rodote! block grant equal to 103% of the 1994 rederal expenditures, Th. only 
requirement i. that the money be used to fund. system of cash payments '0 needy families 
with dependent children. No state maintenance of effort is required. It contains numerous 
other smaller provisions such as an allowance to pay interstate migrants at the old state'sl 
benefit level. an allowance to require school attendance of all childnm. "married couple 
transition benefits, 'I and microenterprise changes. 

Vll. Drne Te.tine for Welfare Recipients (1 page).-This requires all persons determined by 
the sta •• to be addicted to drug, or alcohol 10 participate in treatment (if available) and be 
periodically tested for drugs, 

Overall Err..ts 

Results are still preliminary, but initial work suggests the following: 

o Burdens on states would increase dramatically. States -could lose at least 55 billion a 
year in federal matching funds for AlDC, althoush state. do retain the option of 
taking a block grant for their curren. AFDe allotment In addition, state, would b. 
asked to design their own nutrition programs to replace food stamps. WIC) and other 
existing programs for 55 billion per year Je" than is currently provided by tho roderal 
government Close to 55 billion per year now going to suppon legal immigrlUlt' on 
551, AFDC, and food stamps would b. lost Demands on ..ale child welfare systems 
are also likely to increase. 

o 	 A major effect of the bill would be to r.duce tbe number of children r.ceiving aid by 
making them ineligible for ben,fils, ll.caus. of the pal.rnity establishm.nt, te.n 
parent, and uncondilional 60 month CUlOff provisions of the PRA, millions of children 
would be dropped from AFDC, whether or not their parents were able or willing to 
work, While further analysis is needed to determine the effects of the bill over tim., 
n••rly a third of children on AFDC appear 10 b. ineligible immedi,'ely, and ultimately 
at least 60% of children would b. cut off, Thus 5·6 million children would evenluaUy 
be affected, 
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Welfare Reform - "Contract with America" 

Five-Year Net Savings; "approximately" $40 billion 

Five-Year Savings (in billions)' 

Denial of flwelfare" to non-citizens 22 
(AFDe, SSI, Food Stamps I and public housing) 

N.1..r t'lUI~""'6 
Cap on welfare entitlements fB' 
(AFOe, S,S,I, child caret eSE, public housing, and work pro9ra~) 

Nutrition program discretionary block grant 
(F,?od Stamps, W~C, school lunches) ,'7" G",t 

Paternity establishment requirements 2 

Total 53 

Five-Year Costs (in billions) 

Work program 9.9 
(State discretion to desiqn; must meet participation requirements) 

State options 2 
(Not specified as to which ~pticns are included in figure) 

Total 11.9 

, 
Note - These are not HHS or OMB estimates_ 

" " 



Brief Description and Preliminary Analysis of the Personal Responsibility Act 

The Personal Responsibility Act (or PRA) is the welfare reform bill contained as part of the 
Republicans' Contract With America. The memo briefly describes its key provisions and 
gives a preliminary analysis. 

It is important to understand that there are major differences between the original House 
Republican welfare reform plan introduced last year (HR 3500) and the Personal 
Responsibility Act Like the Administration's Work and Responsibility Act, HR 3500 built on 
the Family Support Act of 19&& and required participants to engage in training and placement 
services for up to two years. It then required them to work if they had not found private 
sector employment. 

In contrast, white the PRA does require work for a portion of the casetoad, it does not require 
people to. parti...ipate in the education or training services necessary to prepare them for work 
Indeed, it removes the participation requirements of the JOBS program which was a key 
element of tbe Family Support Act. The PRA also does not create a "two years and you 
work" framework Of contain any child support enforcement provisions. although there are a 
limitcd set of child support enforcement proposals in other parts of the contract. lnstead, its 
focus is simply reducing the welfare caseJoad, m large part by dramatically limiting eligibility 
for children bom to unmarned mothers and an unconditional cutoff of assistance (including 
any sort of work opportunity) after five years. 

SectioD*by-Section Analysis 

The Personal Responsibility Act contains the major welfare reform provisions of the Contract 
With America. It has seven titles as listed below and runs 53 pages: 

I. Reducing Illegitimacy (l6 pages)--This section denies cash aid to all children born to 
unmarried teenagers under age 18, The child is barred from aid for the entire 18 years of 
childhood unless the mother marries the father or another man who legaJly adopts the child, 
There are no exceptions, even for rape Or Incest. States have the additional option of 
permanently denying both cash and housing aid to children born to unmarried mothers who 
are between the ages of 18 and 20. The federal money saved by this provision is to be ' 
returned to the states for use in pregnancy prevention programs, orphanages, or simiiar 
programs, but cannot be used for direct support of the children or families, A family cap is 
required in every stare, 

The bill also denies cash benefits to children born "to mothers of any age for whom paternity 
has not been establisbed. In other words. even if the mother had cooperated fully in 
providing information needed to help locate the father. the child would still remain ineligible 
for cash aid. (The mother could continue to receive her portion of the grant.) Both the 
mother and child would remain eligible for Medicaid. Just over 50% of children on AFDC 
are born out-of-wedtock, and in roughly two thirds of these cases, paternity has not been , 



.., 


established, The provision seems to be effective immediately. If so this provision alone 
appears to render roughly one~third (3 million children) of all children currently on AFDC 
ineligible for aid, 

n. Requiring Work (8 pages)~~This section tequires that a certain percentage of the caseload 
be required to work at least 35 hours per week (or 30 hours plus 5 hours of job search) rising 
from 2% initially to 50010 after the year 2002, This applies to all persons regardless of the 
size of the grant they receive or the current state~by..state variation in AFDC benefits. For 
example, under PRA, some families in Mississippi would be required to work 140 hours for a 
S120 monthly grant, plus whatever nutrition assistance was available. The legislation appears 
uncl~ar as to whether states are required to provide child care either during work or program 
participation, 

All other federal requirements for participation in education and training activities are 
eliminated, effectively making the JOBS program, which was the core of the Family Support 
Act of 1988, optional, although states are allowed to impose rules of their own. After 24 ' 
months of aid (including at least 12 months of being required to work). states may 
permanently terminate eligibility. After an absolute maximum of 60 months. states must 
unconditionally and permanently terminate eligihility, No exceptions are allowed. even for 
persons suffering from illness or disability, advanced age or responsibIlity for a disabled child. 
Families would be cut off after 2 to 5 years even if they are were willing to work for their 
benefit. 

ilL Capping a.. Aggregate Growth of Welfare Spending (3 pages)··This section caps tne , 
aggregate growth of AFDC, SSI. housing assistance and JOBS. It also reclassifies AFDC and 
SSJ as dlscretionary rather than entitlement programs; thus benefits would not be guaranteed. 
The cap is set at current expenditures. plus inflation and the growth in the poverty rate. 
However, because the expenditures would be discretionary, money would have to be 
separateiy appropriated each year. The bill does not specify what happens to persons who are 
qualified for one of these programs when the cap has been exceeded: there could be an 
across-the-board benefit cut, or new applicants could be placed on a watting Jist. Because 
these provisions apply III both AFDC and 5S!, large numbers of disabled and elderly 
Americans, as well as young parents, would be affected. 

IV. Restricting Welfare for Aliens (5 pages)--This provision eliminates the eligihility of most 
Jagal immigrants for 60 Federal programs including AFDC, 5SI, non-emergency Medicaid, 
foster care, nutrition programs and housing assistance. The provision is retroactive in the 
sense that current beneficiaries under age 75 would have their current benefits taken away' 
after a one-year grace period. Some exemptions are induded. for refugees, for example. We 
estimate that approximateiy LS million legal residents would be affected. 

V. Consolidating Food Assistance ProgJ'ams (IS pages)~~This repeals essentially an food and 
nutrition programs, including Food Stamps, WIC, school lunch and other programs, replac,ing 
lhem with a $35.6 billion discretionary appropriation paid out as a hlock grant with a very 
limited set of "strings." (h must be spent on "nutrition assistance" for persons who are 
economically disadvantaged, at least 20 percent must go for school lunch. breakfast, milk. or 
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similar programs. etc.) It also requires that many recipients of state food aid work. Our 
preliminary estimate is that this 535.6 billion figure is 12% less than the aggregate $40.4 
billion projected to be spent on such programs in FY (996. The distribution formula would 
also significantly redistribute the current flow of nutrition funds to states. with low AFDC 
benefit states hit the hardest. 

VL Expanding 81l1_". F1exibilily of SillieS (5 pages)--This allows states to convert AFDC 
into a federal bJock grant equal to 103% of the 1994 federal expenditures, The only 
requirement is that the money be used to fund a system of cash payments to needy families 
with dependent children, The bill language does not specifically say whether states that take 
this option will still have to implement the requirements: of the other titles, though it appears 
that all requirements of AFDC are eliminated for states that take the block grant No state 
maintenance of effort is required" 

This section contains numerous other smaller provisions such as an allowance to pay interstate 
migrants at the old state's benefit level. an allowance to require school attendance of all 
children, "married couple transition benefits," and microenterprise changes. 

VIl. Drug Testing for Welfare Recipients (l page)~~This requires all persons determined by 
the state to he addicted to drugs or alcohol to participate in treatment (if available) and be 
periodicaiJy tested for drugs. 

Overall Effects 

Results are still preliminary, but initial work suggests the following: 

o 	Burdens on states would increase dramatically. States could lose at least $5 billion a 
year in federal matching funds for AFDC. although states do retain the option of 
taking a block grant for their current AFDC allotment In addition. states would be 
asked to design their own nutrition programs to replace food stamps, WIC, and other 
existing programs for $5 billion per year less than is currently provided by the federal 
government Close to $5 bHhon per year now going to support legal immigrants on 
SSI, AFDC. and food stamps would be lost Demands on state child welfare systems 
are also likely to increase. 

o 	 A major effect of the bill would be to reduce the number of children receiving aid by 
making them ineligible for benefits. Because of the paternity establishment, teen 
parent, and unconditional 60 month cutoff provisions of the PRA, millIons of children 
would be dropped from AFDC, whether or not their parents were able or willing to 
work" While further analysis is needed to determine, the effects of the bill over time. 
nearly a third of children on AFDC appear to be ineligihle immediately, and ultimately 
at least 60% of children would be cut off Thus at least 5 milhon children would 
eventually be affected. If states adopted a cut off of children born to mothers age 18~ 
21, or imposed a 2 year cutoff, the impacts would be even greater. Note, however, 
these effects could be significantly mitigated if -states instead accepted the block grant. 
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though then state behavior would be unknown_ Since no state maintenance of effort 
is required, some states might significantly cut back their own expenditures and reduce 
support for the poor. 
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"CONTRACT" WOULD ULTIMATELY DENY BENEFITS TO FIVE MILLION POOR 
CHILDREN, REPORT fiNDS 

The Personal Responsibility Act (PRA) in the House Republican "Contract with 
Americl.l" would deny AfDC benefit'; to at least half the families and children that would receive 
aid under current law j according to a report released today by the Center on Budget and Policy 
Priorities. 

The Center found that If the bill's provisions were fully in effect today, at least 2.5 
million families and more than five million children currently receiving a.~sistance woukl be 
ineligible for benefit.o;, This would result from a strict time limit on welfare receipt and 
provisions denying aid to children born to young unmarried mothers, children whose paternity is 
not legally established, and children born when their parents are receiving welfare. 

Cuts in a Wide Range of Poverly Programs T()ta1 Much Larger 
than in the Early 19l5Os 

The report also noted that the PRA contains reductions in a rAnge of benefit programs for 
the poor that substantiaUy exceed the reductions enacted during the early (980s. Among the 
programs subject to cuts. according to the Center, are the Supplemental Security Income (S51) 
program for the elderly and disabled poor, child care assistance for iow~income wOfking families 
that are not on welfare, child SUppoft enforcement, and the school lunch program. The 
"entitlement" status of these programs would also be ended. 

According to the report. the net effect would be a reduction in benefit" fOf low-income 
families and individual, of about $57 billion over the four·year period from 1996 to 1999, with 
the cut" gr(lwing with each passing year. By 1999, the cuts in basic entitlement programs for the 
poor would be double the combined effect'\ of the cuts in poverty programs enacted during 
President Reagan's first two years. 

The bill also would alter a key feature of the safety net under which programs such a"i 
food stamps and free school lunches for poor children expand during recessions when 
unemployment anu poverty rise, the study noted. Under the PRA, some low-inc(')me families or 
elderly people could be denied benefitll, during such periods, Alternatively, low-income famme,~ 
could be placed on waiting list" or benefits for a1l eligible families could be cut across-the-board, 

-more­
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, ~, " The Center's anaiysis also examined the new work reqUirements that the biU establishe.... 
,.By 200 I. an estimated 1.5 million recipientt; wtlultl be required to work 3S hours a week for 

their ald, In the typical state. these work slot;.; wtluld "pay" $2.42 an hour for a mother in il 

family of three. the report said. well below the $4,25-110-hoUf minimum wage, In Mississippi. 
" : redpicot:-. would he "paid" 79 t:ent~ an hour. 
:' . 
: : Time Umits 

Of panicular mne. accnnJing to the repof{, is the PRA'5 time limit, Unlike President 
Clinton's proposal ami other bills (including eartier Republican bills) that allowed or required 
states to provide work foolots to families that reached a time limit the PRA would cod eligibility 
fot both work slots and ca;<;h aid. Mothers who accumulated five years on welfare uver their 

>'. lifetime (or as little as two years, at state option) would be permanently barred from reio:eiving 
either further cash aid or a work slot. Mothers wiliing to work but unable to find an 

" unsubsidized job to support their children - inctw.ling mothers who bad faithfully worked 
nearly full-time for several years in a work. slot - would be denied aid once they had passet.! the 

'. time limit. 

There would be no exceptions or extensions to the time llmh, the report noted. This 
.',.: 	 means, for example. that families headed by parents who are tempurarily disablerJ or caring for 

disabled children would be removed from the rolls upon reaching the time limit. Children 
receiving AFDC who live with elderly grandparents wouJd be subject to the time limit as well. 

)n addition. in a state choosing a two-year time limit. a mother who received welfare for 
two years in her early twentie~. left AFDC ami worked for 10 yearN but then neetleLl assistance 
during a recession would be ineligible for any further aid, as would her children. Recent studies 
show that most people who enter the AFDC program leave within two years, often because they 
flnu johs, the Center said. The same data, however, show that many of those who leave welfare 
~ub~quent1y return, often becau~e they lose the low·wage jobs they obtain, 

"The PRA tliffers in important ways from - and is much less- balanced than - other 
recenl welfare reform plans, including an earlier plan offered by a majority of HoU!~e 

.. , RepUblicans," said Isaac Shapiro. the Center's acting co-director aod co-author of the report. 
"The Act begins to dismantle ba,'"ic features of the safety net, even for poor parentI:, who want to 
work ano h;Jve met all work requirements imposed nn them:' 

'. 
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Sweeping Provisions 

In aJdition to the time limit. the bin's provisiuns include: 

• 	 A denial of both cash and housing benefitlO throughout their childhoods to poor 
children bum to young unmarried mothers. States could use the savings to 1 
support programs such as orphanages. An unmarried mother who had a child 10 
years ago as a teenager, hut who applies for AFDC after losing her job. would be 
ineligible for aid under this provision. 

• 	 A denial of benefit" for children whose paternity has not been legally established: 
this includes 29 percent of all children currently on AFDC. These children would 
be ineligible regardJess of whether their mothers were cooperating with state 
efforts to establish paternity, Paternity e..'itablishmenl is usually neither swift nor 
certain. the report said, and state bureaucracies frequently rake one to two years to 
estabiic;h paternity in a case after a mother has provided the relevant information. 
The children in question would be denied benefits during thi.'\ lengthy process. 
ChihJren whose fathers cannot be located would never have paternity established 
and. therefore, would never be eligible for assistance. 

Looking at all of the provisions together, the report said. the PRA's effect would be to 
disqualify more than half the low·income children who would be eligible for aid under current 
law. Five to six miHion poor children would be rendered ineligible for any cash a~islance. On 
average, 9.5 million children received AFDC in 1993. Similarly, at least 25 million of the five 
million JamUit:s now receiving as..'tistance would be made wholly ineligible for AFDC if the PRA 
were fully in effect. 

Many families made ineligible for assistance would likely be unable to provide basic 
necessi!!es for their ch~here is a strong risk. the report warned, that an already· 
~~erb~r~~~e_4. f~t.~.r~are systertr~ould then be asked to find foster care and institutional 
placement.;; for large numl:iers of children whose parent.~ were forced to give tbem up because 
they were destitute. 

Reductions in Ollter Safety Net Programs 

The Act would reduce other programs for the poor in addition to AFDC, It would: I 

merge federal food assistance progmms for poor househoilis into a block grant and set the block 
grant's funding level several billion dollars below the levels needed to maintain current benefitlO; 
place a number of other major programs for low-income households under an expenditure cap 
that wuuld require large cuts in these progmms; and make poor legal immigrant'> ineligible for 
nearly an government benefil'i and se('\'ices. 
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The PRA wuultl..:ut about $1 K billion uvcr fOUf yeW's from food assistance programs, the 

Center said. VlrtuuHy all domestic food programs, including foou1Itamps and the school lunch 

program, wnulJ be cunsolidated into a block grant The bill would set a i.:eiling on how much 

c,:ollJd be appropriateu for the block grant, placing Ihis ceiling several billion dollars a year he-luw 

~be funding level needed to maintain current levels of food assistance. 


. A substantial majority of the cut.. in food as;.;istance would be targeted un families that 

are now 01igible for food stamps, AS'iistance to these families would be reduced alm{)Sl $4 

billion a year. according Hl the Center's analysis. Currently. the average fooJ stamp aU(lUnent i.1! 

Ju~f7) cents per pers('m per meal. About two-thirds of fnod stamp beneficiaries are children or 

eld~rly or disabled people, -.--.~-------
.~.--~'~-

tn addition. the PRA would impose a cap on total expenditures for an art'':!y. of major 
programs for the poor: (6eS~!1l for the elderly and ilisabled poor:®echild1'iiiipoij) "*4*. 
~~Qftigf~ (which helps establish paternity); a key child care program for working 
poor famiJies not on welfare: low-income housing programs: and AFDC. The cap governing 
these programs would be set at a level well below what the programs would cost under current 
'law. This would require these programs to be cut $18 billion in the three-y~period from 1997 
t~) 1999, accor~ing to estimates from the Hous'e Repllbiican"c"(l-nference. The cuts would grow 
larger with each pa'lslng year. found the Center. 

The biU als{) would convert low-income benefit programs that are now entitlements, such 

~~ AFDe and SSI, into non~ntit1ement programs. Eliminating the entitlement status of these 

program;;. would weaken their ability tu cushion families am! the elderly against economic 

shocks or other unexpected developments. If funding proveu insufficient during a fiscal year for 

SSt or Af'De - as could occur during an economic downturn when pDverty mounted or if a 

greater-than-expected number of poor eluerly people applied for SSI- either benefits would 

have ttl be redui,;ed, some eligible people would have to be denied assistance. waiting lists w(luld 

have to be created, or additional S-tate funds would have to be ,'\pent. 


Food stamp-type asslstance and school lunch progmms would lose entitlement status as 

wdL Funuing for free scboul meals for poor children and food .::tamp-type assistance would no 

l(inger expand automatically lluTing recessions when unemployment and poverty c1imb~d" 


Legallmmigmnts Hit Hardest 

The PRA alsu would muke most legal immigrants ineligible for nearly all health. ellucu­

'tilin, ,job tmining. housing, sodal service, and income assistance programs. the study ,'lliid. 

(1lIe};tJl immigrants are already ineligible fur most prugrams.) For example, legal immigrants 

d};.;abled on the j(.b in the United States would be ineligible for SSt benefits. ~on·dtlzen 
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migrant fann worker families. legally in the United States could not have their children treated at 
a migrant health center, Legal immigrant\) who are children would be denied access to fos.ter 
care payments if their parents died and could not be screened for lead poisoning. 

Legal immigrant children also would be ineligible for(§jmunizau:§ij programs. The.,. 
programs currently cover immigrants partly to help avoid the spread of contagious diseases, that 
could infect children who are U.S. citizens. Legal immigrant') are subject to the same taxes as 
U.S. citizens. 

Net Budgetary Impacts 

Overall. the bill would reduce safety net programs $57 billion over four years. the Center 
said, noting that cuti\ of this magnitude are unprecedented in programs for the poor. The cutl) in 
AFDC, SSI. food stamps and Medicaid would b<1!§:bTetj)Uii'Fi'iffuecui., madEin these 
programs by the budgets enacted in 19Ki and 19t{2, when the previous deepe.l\t reductions in 
poverty pmgmms were made. The programs targeted for cut~ repre.."ient a small fraction of 
federal spending: AFDC, SS\, and food stamp' combined account for 4 percent of federal 
expenditures, 

An Unbalanced Proposal 

"People across the political spectrum agree that welfare needs fundamental refonn," 
Shapiro said. "There is also wide support for further effort') to reduce the federal budget 
deficit." 

"The PRA, however, does not strike a responsible balance between these goals and the 
need to maintain a ba.<:;ic safety net beneath poor children. the elderly. the disabled, and other. 
vulnerable groups, The bin would make deep cuts in vital programs without helping welfare 
redpient<; earn their way out of poverty_ Increases in poverty. homelessness, and hunger for 
mHlions of children a.lmost certainly would result. and states would likely be saddled with 
significant added coStS as they face the destitution created by these harsh policies." 

The Center on Budget and Policy Priorities conducts research and analySis on a range of 
government policies and programs, with an emphasis on fiscal policy issues and on issues. 
affecting low- and moderate~income households. It is supported primarily by foundation grant ... 
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The Personal Responsibility Act: Summary 


A new welfare reform proposal, the Personal Responsibility Act (PRA), is part of 
the "Contract with America" unveiled in September 1994 by Republican members of 
the House of Representatives and congressional candid.tes. The PRA differs in 
important ways from other recent welfare reform plans. Key elements of the bill 
include the following: 

• The PRA proposes deep cuts in a broad range of programs for low­
income households and eliminates the entitlement status of most major 
low-income benefit programs, including the Supplemental Security 
Income program for the elderly and disabled poor and the food stamp 
program. The effect would be a net reduction in low-income programs of 
at least about $57 billion over the four-year period from 1996 to 1999, with 
the cuts escaiating over time. 

• The bill would deny Aid to Families with Dependent Children and 
housing benefits to many poor children born to young unmarried mothers 
for their entire childhood, diverting these funds to support programs such 
as orphanages for poor children, In addition, children whose paterruty 
has not been established ­ 29 percent of all children currently receiving 
AFDC ­ would be denied benefits even if their mothers were fully 
cooperating with state efforts to track down absent fathers and establish 
paternity. 

• The bill would establish extremely stringent time limits and work 
requirements. States would be required to terminate both cash assistance 
and work opportunities for families who had received AFDC for a total of 
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five years; regardless of their circumstances; these families could never 
receive assistance again. States would have the option of ending welfare 
assistance for families after they receive aid for a total of two years. The 
PRA would nof provide work opportunities for parents who reach these, 
time Iimils and are unable to find jobs even il the parents fully complied 
with work requirements while on assistance and made faithful efforts to 
find employment. During the period in which they would receive aid, a 
Jarge Iraction of re<:ipients would be required to work Iheir benefits off at 
"wages" thaI would equal $2.42 an hour in Ihe typical stale and range as 
low as $0.79 an hour in Mississippi.-

• In combination. various PRA provisions that would prevent certain 
categories of children from receiving AFDe benefits and the mandatory 
time limit would ultimately deny assistance to a substantial majority of Ihe 
children who would be eligible for AFDC under current law. If the 
provisions were fully in effect today, more than five million children 
would be denied AFDC. At least 25 million fewer families would receive 
AFDe benefits. 

The Personal Responsibility Act represents a dramatic departure from the 
principle of "mutual responsibility" that has guided bipartisan welfare reform efforts 
such as the Family Support Act of 1988. Under this principle, welfare recipients are 
expected to move toward self-sufficiency by participating in education or training, by 
working, or by looking for work, while government agrees to maintain a basic safety 
net beneath poor children and to provide services and supports to help recipients 
improve their prospects in the labor market 

The PRA largely abandons the government's side of this bargain. The bill would 
deny basic income support to numerous poor families,. including many families in 
which the parents comply with all program rules and are willing to work but cannol 
find a job. The biII also would weaken the safety net through deep cuts in programs 
that provide food, cash, and housing assistance to the elderly and disabled poor, as 
weU as poor families with children Further, the bill undercuts programs to improve 
the earnings prospects of poor parents. 

The PRA encompasses far mOre than what is usually labeled "welfare reform." 
Under this rubric, it proposes sweeping changes that would begin to dismantle the 
basic features of the safety net that provide vital support to people in need. 
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Budget Provisions Would Reduce Benefits for Low-Income People 

In addition to making specific cuts in AFDC, the PRA Includes three provisions 
that would make substantial cuts in a wide range of programs for low-Income families 
and individuals. The bill would; (1) merge federal food assistance programs into a 
block grant and set the block grant's funding level several biUion dollars below what is 
needed to maintain current benefits; (2) place a number of other major programs for 
low-income households under a spending cap that would require large cuts in these 
programs and end their entitlement stalus; and (3) make poor legal immigrants 
Ineligible for nearly all government benefits and services. 

Food Assistance Programs 

The PRA would cut an estimated $18 biUion OVer four years from food assistance 
programs. Virtually all domestic food programs, induding food stamps, Wle, and the 
school lunch program, would be consolidated into one block grant, thereby ending 
their "entitlement"status. The biU would set a ceiling on how much could be 
appropriated ror the block grant each year, placing this ceiling several billion dollars a 
year below current funding levels. (Backup materials to the PRA estimate the 
reductions from these provisions as $11 billion over the rour-year period, but this 
estimate appears to be significantly understated.) 

A substantial majority of the cuts In food assistance would come from programs 
targeted on the families that now receive food stamps; assistance to these families 
would likely be cut almost $4 billion a year. The food stamp program currently 
provides an average benefit of 75 cents per person per meal, and more than 90 E.ercent 
:;! f?od stamp households live in ~rty. ,"My w"k:~ r""" _ ,/,..,< & cL.L ,('..IL..e~~ (>-­

In addition, ending the entitlement status of programs such as free school meals 
for poor children and food stamps means these programs would no longer expand 
automatically during recessions when unemployment and poverty rise and more 
people qualify for such benefits. During economic downturns, states would have to 
reduce benefit levels, establish waiting lists, make some categories of needy families or 
Individuals Ineligible for benefits, spend addition.1 state funds, or implement some 
combination of these approaches. 

The New Cops and tire End ofEntitlement Status 

The PRA would impose a cap on aggregate spending for an array of important 
programs for the poor: Supplemental Security Income (551); AFDC; the child support 
enforcement program (which helps establish paternity, locates absent parents, and 
collects child support from them); the at-risk child care program (which subsidizes 
child care for low-income working families that are .t risk of going onto the AFDC 
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. program if they cannot secure affordable child care); and low-income housing 
programs. The cap governing these programs would be set at a level well below what 
',t,he programs would cost under current law, 

.... The impact of these caps would first be felt in fiscal 1997. According to estimates 
from the House Republican Conference, the caps would cut spending by $18 billion in 
the three·year period covering 1997 to 1999. The magnitude 01 the cuts would grow 
-e~ch year. 

';'; The bill also would convert the programs in this group that are now entitlements 
- such as AFDC, 551, and the child support enlorcement program - into non· 
entitlement programs whose funding level is set each year through the appropriations 
process. Since the budget constraints governing non-entitlement programs are llkely to 
b~come much more severe in coming years - especially if much tighter discretionary 
'spending caps are enacted to help balance the budget by 2002 - subjecting these 
programs to the appropriations process may result in deeper cuts over time than those 
described here. 

Eliminating the entitlement status 01 these programs would also undercut their 
abili ty to cushion families and the elderly against economic shocks or other unexpected 
developments. If funding proved insufficient during a fiscal year for AFDC or 551 ­
~s could occur durIng an economic downturn or if a greater-than-expected number of 
poor elderly people applied far SSI- either benefits would have to be reduced, some 
eligible people would have to be denied a.'lSistance, additional state funds would need 
to be spent, or waiting lists would be created . 

.'. Ending these programs' entitlement status also is problematic because the PRA's 
·formula lar adjusting the cap from year to year is lIawed. The formula for setting the 
cap includes an adjustment for changes in the size of the poverty population, but 
because of data availability problems, this adjustment would li!,g,almost three y~,!, 
behind the actual change in the number of poor people. Had the PRA been in elfect in 
recent years, the cap governing these programs would have been subject to a 
downward poverty adjustment in 1990, 1991, and 1992.- years in which 
Unemployment rose - to reflect the decrease in the number of poor people three years 
eadier in 1987, 1988, and 1989, which were recovery years. 

Legal Immigrant Provisions 

• Under current law, illegal immigrants are ineligible for benefits under most 
major federal programs. Certain categories of low*income legal immigrants, however, 
are generally permitted to participate in federally-assisted programs. The legal 
immigrants allowed to participate include many permanent residents who have- "green 
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cards" as well as some categories of immigrants fleeing oppression abroad. Legal 
immigrants are subject to the sa.me taxes in this country as citizens are. 

The PRA would make most legal immigrants ineligible for about 60 federally­
funded health, education.. job training, housing, social service, and income security 
programs. The main means-tested aid the PRA would allow these legal immigrants to 
receive would be emergency medical services. Denying AFDC, 551, and mS'st Medicaid 
services to these legal immigrants would result in benefit reductions totaling 
approximately $18 billion from liseal years 1996 to 1999. 

A few examples illustrate how broadly these blanket cuts would reach: 

• Poor immigrants grant~litical asrlUffijor parole in the United States' 
because they face danger 0 persecutlOn in their country of origin would 
be denied all subsistence aid except emergency medical services. 

• Legal immigrants dlsabled on the job in the United States would be 
denied 551 benelits; non-cltizen migrant farm workers legally in the 
United States could not have their children treated at migrant health 
centers; and legal immigrants who are chlldren would be denied access to 
foster care payments if their parents dled. 

• Some programs indlrectly help American citizens by assisting 
immigrants. ~unizati!ln and preventive health programs cover 
immigrants partly to help avoid the spread of contagious diseases that 
could infect U.S. citizens. Pre-natal care and nutrition benefits are 
provided to pregnant women partly to reduce the likelihood that their 
children - who will be U.S. citizens ­ will be born with significant 
health problems and need costly health and special education services. 
All such assistance, too, would be ended. 

Net Effects 

The reductions in the three provisions described above would total $54 billion 
from 1996 to 1999. In combination with other provisiOns in the bill, the net reductions 
in low-income programs under the PRA would total about $57 biOlon over four years. 
The cuts would grow rapidly, equaling $21 billion in 1999 alone. 

By 1999, the cuts in basic entitlement programs for the poor - AFDC, SS!, food 
stamps, and Medicaid - would be double the combined effects of the cuts in these 
program enacted during President Reagan's first two years. 
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This would exact a steep price from programs that represent a small portion of 
federal spending, AFDC, 551 and food stamps combined account for about nine 
percent of total spending on mandatory programs (excluding deposit insurance) and 
about four percent of all federal spending. 

The estimate here of the net reductions in programs under the PRA - $57 billion 
over jour years (fiscal years 1996 to 1999) differs significantly from the House 
Republican Conference estimate of about $40 billion over five years (fiscal years 1995 to 
1996), One part of the explanation is that the estim.tes fur particular provisions - such 
as the reductions resulting from the food assistance block grant requirement - are 
higher here, 

A second part of the explanation is that the Conference considers fisc.l 1995 in 
their estimates even though the PRA would not begin to take effect until fiscal 1996, 
!\Iaturally, the estimates for lisc.11995 are therefore zero, So the Conference cost 
estimates are themselves jour year estimates, Under either method, five yea, estimates 
that would include 1i5cal2000 would be more than one-quarrer higher since the size of 
the reductions escalate each year. Because of data limitations, however, precise 
estimates for the year 2000 are unavailable. 

Denying Assistance to Poor Children 

The PRA includes several sweeping provisions that would deny cash aid, and in 
some cases housing assistance, to poor children and their families, The bill would deny 
benefits to children born to young urunarried mothers, to children for whom legal 
paternity has not been established, and to children whose parents received welfare at 
any time during the 10 months prior to the child's birth, 

Denying Aid to Children Born to Young Unmarried Mothers 

The PRA would establish a complicated set of AFDC rules for children born to 
young, unmarried mothers. Under the PRA: ' 

• 	 Families in whIch a young unmarried mother had a child before her 18th 
birthday would be denied AFDC and housing assistance, Because the 
food stamp program is repealed and put into a discretionary block grant, 
these families also could be denied food assistance if their state chose to 
target them for some of the cuts it would have to make in food benefits. 

• States would have the option of denying cash aid and!or housing 
assistance to families in which an unmarried mother had a child before 
her 21st birthday, 

6 

'( 



• In general- as long as their mothers remained unmarried, these children 
would remain ineligible for cash assistance throughout all oftheir 
childhoods. Such children could become eligible for assistance only if their 
parents married or if they were adopted. The mother could receive 
assistance if she had a subsequent child when she was older, but the first 
child would remain ineligible. 

• Women who, prior to the passage of this legislation, had children outside 
marriage when they were young would be ineligible for assistance once 
the bill took effect. Consider a mother who had a child when she was 17 
years old, has worked ever since, and has never received AFDC. She is 
now 27 years old and her child is 10. If after implementation of this 
legislation she lost her job due to a company cutback and applied for 
AFDC, she and the child would not be eligible to receive aid. 

Because children born to young, unmarried mothers would generally be 
ineligible for assistance throughout their childhoods, a large proportion of AFDC 
families would be affected. More than ~e in ten families currently..!,eceiving AFDC 
was begun by an unmarried mother under the age of 18. In states that took the option 
to'deny assistance to Children born to unmarried mothers under 21, the number of 
children denied assistanoe would generally more than double. 

Paternity Establishment 

·Children for whom legal paternity has not been established would also be 
denied cash assistance under this bill. Such children would remain ineligible even if 
their mother was cooperating with state officials by providing all the information she 
had about the father. (The mother would be eligible for AFDC benefits, as long as she 
cooperated with the child support agency. Also, if tha family included a mother and 
two children, one of whom had paternity established, that child would be eligible for 
an AFDC grant.) 

Some 29 percent of all children receiving AFDC - or 2.8 million children - do 
not have paternity established" If this PRA provision were now in effect, these . 
children, with very IiInited exceptions, would be ineligible for assistance. 

This provision would apply to children of aU ages and to those already receiving 
welfare. So a mother with a ten-year-old child who had not had contact with the child's 
father for many years would be required to establish paternity in order for the child to 
remain eligible for assistance. If the mother cooperated fully but the father could not be 
located, the child would never be eligible to receive assistance. 

7 




.. 
,,"1, ' The process of pa"ternity establishment often takes a long time- even if a mother is .' ,
'.!':cooperating. The state agencies charged with helping families establish paternity and 
,.:child support orders are often overburdened and unable to assist families in a timely 
-:,: manner. Many child support caseworkers are responsible for as many as 1,000 cases. 
',,i,Under federal regulations, a state child support agency has 18 months to establish 
{:paternity after the lather is located, and states often take longer than that; under the 
:t: PRA, children would be denied AFDC in the meanwhile. 
,I, : 

'" .;J Furthermore, state paternity establishment rates vary widely, At one extreme, 
rWest Virginia established paternity in 85 percent of the caSeS that needed paternity
'gestablished: Oklahoma, by contrast, establishes paternity in only three percent of its 
i:cases that year. These data suggest that state processes, rather than the cooperation of 
,} mothers, largely determine state paternity establishment rates. Under the PRA, 
l',however, children living in states which have poor records of establishing paternity 
'(would be especially likely to be denied eligibility for AFDC 
f,' 

}:. Finally, while the PRA would deny AFDC benefits to children for whom 
',;paternity was not established, the bill would also place the child support enforcement 
:';system under the outlay cap described earlier. This would make it likely that this 

, , 
'fi"~lready-overburdened program would be faced with reduced federal resources . 
. fe' .. , 

, Child Exclusion 

'l~, ' The bill also indudes a 'child exdusion~ provision (sometimes called a "family 
:;'cap") that denies AFDC to children born to families already receiving welfare or to 
" families that received welfare at any time during the 10 months prior to the Child's 
:,.~~ ~irth. This child exclusion provision would deny assistance even to some poor children 
:,/who were conceived while the family was working and not on welfare. Consider the 
,i case of a married pregnant woman who has one child. Suppose her husband deserts 
'the family, and she r""eives assistance from the AFDC program to meet basic needs 


'-'during the latter months of pregruincy. Her newborn would be ineligible for assistance 

:i!iuoughout his or her childhood eVen though the Child was conceived while the mother 

';:'was married and not on welfare. 


r·i.\' Child exclusion proposals are often based on the belief that AFDC families are 

·'{large. Some 73 percent of AFDC lamilies, however, include two or fewer children. 


Families receiving AFDC are no larger than other families with children; and the size of 
. the average AFDC family has dropped sharply over the past two decades . 

. Furthermore, research has shown that both benefit levels and the benefit increase 


;',assodated with an additional child have little bearing on the likelihood that a woman 
!',\vill have another child. 
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Orplumages and Adoptions 

The bill allows states to use the money saved from denying assi<tance to 
children born 10 young unmarried mothers to support orphanages and promote 
adoption, The bill will likely drive some parents to relinquish their children not 
because the parents are abusive or neglectful, but because they are destitute, Their 
destitution may simply reflect the fact that they live in a high unemployment area and 
cannot find a job, 

The Relationship Between AFDC and Out-ofWedlock Births 

. The above provisions stem in large part from the view that welfare is the 
primary factor behind out-aI-wedlock childbearing in general and teen childbearing in 
particular. While there is strong, justifiable concern about the rise in the proportion of 
children living in poor families without lhair fathers, research does not suggest that 
welfare is the primary faclor behind oul-of-wedlock childbearing, Out-of·wedlock 
childbearing is a complex, society-wide phenomenon nollimited to teenagers, the poor, 
or welfare recipients. ' 

This summer, a statement by 76 leading researchers addressed this issue. It said: 

As researchers who work in the area of poverty, the labor market, and family 
structure, we are concerned that the research on the effect of welfare on 
out-of-wedlock childbearing has been seriously distorted. As researchers, we 
are deeply concerned about the rising rates of out-of-wedlock childbearing and 
the high incidence of poverty and welfare use among single-parent families, 
However, the best social science research suggests that welfare programs are not 
among the primary reasons for the rising numbers of out-of-wedlock births. 

".ending welfare for poor children born oul-of-wedlock does not represent 
serious welfare reform, and would inflict harm on many poor children, We 
strungly urge the rejection ofany proposal that would elimi1Ulte the safety net for poor 
children born outside af1lUlrru.ge. Such policies will do jar more harm than good 
[emphasis in the original texl], 

Work and Time Limit ProvIsions 

Like several other recent bills, the PRA would impose a time limit on AFDC 
receipt and establish new work requirements for AFDe,recipients. However, the new 
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:": 'any,other stimdi'lrds:.t(rrecelve thiS block grant and:,would nofbe'reqliired.lo matCh ,the ",,' "e' 1 ' 

") ,/~~~~,~~~~ ~:~}~~~~~~~~f;:~~'~lfoA~1~:~r~~\~~~},:~~4i;' ~'c~-:,-':':::;h' :, }~~~;;:'~)i~:~':':;:,~!;:~~~~~~~ <~., ;.~, '.i ;' 
.,", '';''. ;,,>,,1.,,-- -,_-'",:>f,<vc::W~"l~,t_! .·"'.-,~\·1"""~.-~-..,v ," ''':-';;-''~'!;:i'~,.~,;;''';':; ,,.""1 .•,,,~,',,,,: ,
'[". ,Tl:te~o~t,of ~ s~~\1?IOck.g91~t,~~Ulf1J!~.p;enn,!nent~~~frJ;~:8:~;t9~,pe.f£~t ol,th.e(_ ,,' ~ ;',' 
~:y !~U)~~m~ th~ staJ~, ~ei~ed "ii.',:~~l r:,arfl~:~~,1t~. ~,t99·progr3!~v~~,~,~,a~~~~_~.t'~P~~.d,_be',!i 
\., "a~mv~d ~ ~~ure yt:~~JB!},,':f\~,~,>~~~~g~x~':'~~~'~~~'.s p-?-,~~~y'p.~1!,~a~o~,i:~·~{~:(",:)" 
,\, ,factors,', Since the.PRA'ends the;entiUement.ofAFDGand places the program.under.a ¥$i,;i": 
I>: ,spei\tii.ngcap~ the~::is no, a~~'~rarK;evthafsla~~\f'~~lde~~:'~i~e._tb~~ir'~U ailoc~tio~-as';;' ~'" 
f." -:presm1Jed by,the'niH_'::It:~s:~nftear~how'''~y)~tes:wo'UJd'~:tecttfiiS)p.tio~,~\:~,~,s ~,,~/,_,>.<~ '." ':f;'
)\. ,;;, ,"-- ... :-----":M'",." "..;~~ "'~Jifi' '>#::"",~~, ,\.; ,4;"",' //.\!-;,-"-,t,j:"-_'<-'",,,,\> ' , ,,: - :- ,:~;--:, 'C~-;:;. fflll!1:d,~" ,'.7 ';" " -. ,~"'-' , '<-, ",""4',~" ";;,:<:<; :T1i""'&':"""';;<'_, "tJ<,=4;''::;'''--'~''''0,t '__'_,_-' ,', ''--''>:.sn"'· <'" f~~l\t-',-,
'~':'. '.'~ .' .. : ;:~ \"~ ,>~\>,{~, ,:. ,'/;$14·:. ,.~ :-«k'$~~d;'V'_A..·;1i::';0"'. ;._ "~; -,,::-,~:,~'l/'.2i:.~ ~~~ 'tf:":t"- • f'T:,·",,; , 
y 
" " " , ' 
l'; , 

,',::'bill's time limit and work provisions differ in important ways from those contained in 
";: . other welfare reform proposals, including some earlier Republican proposals, 
'!;; Moreover, the PRA would likely lead to cuts in some programs which can help welfare 

'i!;' recipients earn their way off welfare and out of poverty, 
, ,'" 

~'r 

\' A Differ""t Kind a/Time Limit 

'"" 1":,: Under the PRA, each state would be required to place a time limit on AFDC 
::;<" receipt. At most, a state could provide AFDC to a family for five years; after that point 
';!;: the family would be permanently removed from the welfare rolls. 5tates would be 
,:: permitted to remove families permanently from AFDC after two years, as long as the 
.~~. parent spent one of these years in a work program, 
" " ,:..,. , 
'.' The PI'(A's time limit would be cumulative; that is. the "clock" would not be 
:':reset if an individual left AFDC, even for an extended period, Thus, in a state choosing 
': the morc restrictive option, a mother who received welfare for two years in her early 
:; 'twenties, lelt the roUs and worked for 10 years, and then needed assistance during a 
:,',:recession would be ineligible for any aid (as would her children), , 
" ':<, One of the key differences between the PRA's time limit structure and the time 

",,' ,limits proposed in some other bills, such as the Clinton Administration's Work and 
;':" Responsibility Act 011994, is in the definition of what would happen to families that 
';".use up their allotted months of AFDC receipt. Under the administration'S plan, 
.~{, recipients who had received nvo years of cash assistance would be required to work. If 
':.'; a parent was unable to find an unsubsidized job, she would be provided a subsidized 
"J, 
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work slot and would be paid at least the federal minimum wage for the hours she 
worked. As long as a parent was willing to work, she would be given access to a work 
slot. 

By contrast, under the PRA, the time limit would not be defined as the point 
after which a recipient would be required to work; instead, time spent in a work 
position would itself count toward the two- to five-year lime limit. Upon reaching the 
time limit, a family would be permanently barred from receiving both AFDC nnd aWfJrk 
slo/. The PRA's time limit provisions would require states to remove families from the 
AFDe rolls even if the parent was willing to work and had performed faithfully in a 
work slot for a long period of time but was unable to find a job due to adverse 
economic conditions or poor basic skills. 

There would be no exceptions or extensions 10 the time limit; for example, 
families headed by parents who are temporarily disabled or caring for disabled 
children would be removed from the rolls upon reaching their state's time limit. In 
fact, children receiving AFDC who live with elderly grandparents would also be 
subject to the time limit. 

Recent studies show that two-thirds of the families who enter the AFDC 
program for the first time leave within two years, often because the parents find jobs. 
However, the same data show that many of those who leave welfare subsequently 
return, often because they lose the low-wage jobs they obtain This means a large 
fraction of AFDe recipients would eventually reach the PRA's time limit and be denied 
assistance. One recent study found that 48 percent of the current AFDC caseload has ' 
accumulated at least five years of welfare receipt. (This accumulation often occurs in 
more than one spell; only about 14 percent of first-time welfare recipients stay on 
AFOC for five or more years in one continuous spell.) 

The PRA'5 Work Program 

Although the PRA would not offer jobs to recipients who reach their state's time 
limit and are unable to find work, it would require states to impose work requirements 
on a growing proportion of AFDC recipients while they received assistance. An 
estimated 1.5 million work slots would be required by the year 2001. The conditions 01 
the work program are exceptionally stringent~ 

• Most recipients placed in these slots would be required to work 35 hours 
per week in exchange for their welfare grants;l since the maximum AFDC 

1 The rRA would allow state work programs to provide work supplementation (a program that uses 
(cOlltinued.,,} 
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grant for a family of three in the median state is $366, this means most 
. ;:; recipients would be working at far less than the federal minimum wage of 

$4,25 an hour. In the median or typical state, the work slot "wage" would 

"," , equal $2.42 an hour, In Mississippi, recipients would be "paid" 79 cents 

/{/ an hour, 
<:~ 'I 
,,,, .,

", 
" . ' 

• The PRA establishes no exemptions from the work requirement. For 
.';,, example, states could require parents caring for disabled children or 

" infants to work full-time. :c
"'..
';\ The PRA's work provisions would likely impose a large administrative and 
,; financial burden on states. Federal matching funcling for the administrative and child 
":'., care costs associated with the work program (an estimated $6,000 per year per slot) 
',;". would be included under the aggregate spending cap the PRA would establish for an 
"I,. array of key low-income programs. This means the federal share of the work program 
}:, would need to'be funded through cuts in the other capped programs. If Congress 

decided not to cut the other programs, it would be necessary to reduce the size of the 
work program or pass more of its cost onto states. In any case, states would need to 


') find enough money to finance their share of administering the work program and 

i, t, providing full-time child care to participants. The administrative challenge of 

i,l developing 1.5 million or more work slots would be enormous, considering that less 


:'.'; .. than 20,000 AFDC recipients nationwide are currently in work positions. 

< . 

, ;.'. Absence ofStrategies to Increase Employability ITT • MJlk£ Work Pay" 

i, Many AFDC mothers lack employment-related skills; fewer than half have 
::;, graduated from high school. Women with low levels of skills face high unemployment 
i.:[: rates and earn low wages when they work. Jobs that are temporary or part-time and 
" without benefits are often their only option. This suggests that many recipients need 
'-> help finding and holding jobs that allow them to support their families. 
" 

Rigorous stuclies have shown that adequately funded programs offering a mix of 
:. employment~oriented education and training services can increase the number of 
.:.. recipients who find jobs~ reduce the number receiving AFDC and, in some cases. save 
.j' money for taxpayers. The PRA, however, provides no adclitional support for such 
'{ programs. The existing Job Opportunities and Basic Skills (JOBS) program - which 
", provides federal funding for state education and training programs for welfare 
.:'. recipients ~ wo~d receive no new funding under the bill, and states would not be 
1. _________ 

'/ . 1 ( .. .continued) 
\·'welfare grants to subsidize wages paid to recipients by employers} instead of or in addition to work 

. ':' experiencl1'. However, this option has been available to states for some time but has rately been used. Of 
, 'thrrse participating in JOSS, (tl percent nationwide are In wotk supplementation programs. 
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required to provide parents with these services, In fact faced with the new 
requirement to create a rapidly-growing number of work positions, states might be 
forced to divert funding from JOBS training services to pay for the high cost of the 
work slots. 

By contrast, most other recent welfare reform proposals would expand funding 
for work preparation services and require states to provide such services to large 
fractions of their welfare caseloads. 

Finally, the PRA does not contain measures to "make work pay" even though 
many adults who leave welfare for work obtain low-wage jobs that are insufficient to 
support a f.mil y. In this respect, too, the PRA differs from other proposals. The 
previous House Republican bill supported by a large majority of Republicans would 
have allowed states to change the current rules under which redpients who work lose 
up to one dollar in benefits for each additional dollar they earn. Similarly, a bill 
introduced by the Mainstream Forum - a group of moderate and conservative House 
Democrats - would have mandated such a change and greatly expanded child care 
s~bsjdies for working poor families. 

.--~ 

Indeed, the PRA would likely~ance for the working EQl2DFor 
example, it places under the outlay cap - and thereby makes susceptible to cuts - a 
key child care program for working poor families that are not on welfare. Since the cap 
would be set below current levels, funding for child care services for low-income 
working families could be lowered even as cash assistance for many poor families with 
children was being withdrawn. Furthermore, some of the nutrition assistance 
programs that would be merged into the PRA's nutrition assistance block grant and 
then cut back, such as the food stamp program, provide important supports to many 
low-income working families. 

The Overall Impact on Poor Children 

The Personal Responsibility Act indudes numerous provisions that would deny 
AFDC benefits to poor children and their families. These features include the denial of 
housing and cash assistance to families in which the child was born to a young 
unmarried mother, the denial of assistance to children for whom paternity has not been 
established, and the child exclusion and time limit provisions. 

To estimate the total number of children and families who would be denied 
benefits under the PRA, one cannot simply add up the independent effects of the 
different provisions (such as 48 percent of the families being denied AFDC because 01 ' 
the time limit plus 29 percent of the children denied benefits because of the paternity 
establishment provision). Some of the provisions would affect many of the same 
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;'.!,!peopIe. For example, some of the children who would be denied bEnefits under the 
 I 

'.paternity estabushment provision would also be affected by the time-limit provision . .' 

H,'
;h
".. ( , An analysis of the effect of the various provisions makes dear, however, that the 
.:;";impact of the numerous provisions to deny AFDC benefits to poor children and 
,Ii'; families would be dramatic, 
/). 

h'~~'~' . II the PM were fully in effect today, well ouer Iwlf of tl.e children who would 
,...-\~,.t be eligible for aid under current law would be denied assistallce. This translates 

into more than five minion - and perhaps as many as six million - poor """;;:;<~,..X 
,x 1<>" ~ children who would not be receiving AFDCI jI'< "~I , 
:> "\',' 

• 	 At least hall of all families receiving assistance today would be denied 
AFDC if the PM were fully in effect. This translates into at least 2.5 
million families who would receive no cash assistance, 

:". Among those families faced with large benefit reductions or made completely 
:~ineligible for assistance, it is likely that many parents would be unable to provide basic 
,i;necessities for their children. Because food assistance is also cut subs~antially and 
.j would no longer be an entitlement, some children made ineligible for AFDC might not 
.;,\" assured even a minimal safety net to help them meet their nutrition needs. An 
/already-overburdened child welfare system would likely be asked to find foster care 
.,and institutional placements - temporary and permanent - ler many children whom 
'/ their parents are forced to relinquish.
'. 

':An Imbalanced Approach 
, :. 

,,' '" , 

" , 
:c, The public and policymakers from across the political spectrum agree that the 

:'i'J'DC program needslundamental reform, There is also wide support lor further 
,:';flerts to reduce the federal budget deficit. The PM, however, fails to strike a 
Sesponsible balance between these goals and the important need to maintain a bask 
jXlfety net beneath poor children, the elderly, the disabled, and other vulnerable 
. groups, The bill would make deep cuts in basic support without including strategies 
for improving employability or making work pay. Increases in poverty, homelessness. 
:.nd hunger for millions of children would almost certainly result, and states would 
I,ikely end up paying a greater share of the costs of programs for the poor. 

14 

,', ..., 
~'. ' 

" ' ... 
'V, . 
.',,',"' .. , . 
;. .:'.,' 



Appendix: The Overall Impact of the AFDC Proposals On Children 
and Their Families 

The Personal Responsibility Act includes numerous provisions that would deny 
AFDC benefits to poor children and their families. In combination, these features­
the denial of housing and cash assistance to families in which the child waS bom to a 
young unmarried mother, the denial of assistance to children for whom paternity has 
not been established, and the child exclusion and time limit provisions - would have 
far~reaching consequences. 

How Many Children Would Be Denied Benefits? 

It is difficult to estimate the total number of children and families who would be 
denied AFDC benefits under the PRA with absolute precision, primarily because the 
various provisions would affect many of the same people.2 For example l some of the 
children who would be denied benefits under the paternity establishment provision 
would also be affected by the time limit proposaL Similarly, some of the children who 
would be denied assistance because they were bom to a young unmarried mother 
would also have been ineligible because they did not have paternity established. 
Because of these "interactions," one can not simply add the number of children that 
would be denied aid by each provision independently to determine the total number of 
children affected. (For a description of the assumptions about the behavioral responses 
to PRA provisiOns and caseload effects, see the box on page X.) . 

Z This analysis assumes that states do not choose the AFOC block grant option. 
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Even though we were unable to determine the precise extent of these 
interactions, it is nevertheless clear that the PRA would ultimately deny basic cash 

'.' assistance to substantially more Ihan halfof the children who would be eligible for aid 
under current law. In 1993, an average of 9.5 million children received AFDC benefits 

Xl each month. The PRA would ultimately deny AFDC to alleast haifaf all families who 
,\. \'.:ould be eligible under current rules, In 1993, an average of almost five milHon 
,l families received benefits each month, 
,::' . 
,,', ' 

;\.' The steps toward this conclusion begin with an examination of the mandatory 
:~:' . time limit provision that would remove entire families - that is, poor adults and their 
';'; children - from the AFDC program, regardless of individual circumstances such as 
:.,: parents' ability to find jobs. 

• As noted, the PRA mandates that states tenninate assistance to families 
that accumulate 60 months of AFDC receipt. While about two-thirds of 
families who enter the welfare system for the first time leave welfare in 
less than two years, most eventually return to the program when they 
again need assistance.' As a result, nearly half of all families now 
receiving AFDC benefits would be affected by the time limit if it were 
currently in place. (For a discussion of recent research on how long 
families receive welfare/ see box on page XI.) 

• 	 ApprOXimately 48 percent of families currently receiving AFDC have 
accumulated at least 60 months of welfare receipt, with many 
accumulating this time over several welfare spells.' 

• 	 If the five-year time limit had been implemented before these families ,J ,', ' 
",.. , . 	 fIrst received welfare, an estimated 2.4 million famities and at least 4.6 
" .­ million children now receiving AFDe would be ineligible;' 
n, ... 

.. ,, • The PM gives states the option to set the time limit at as little as two 
years. Many additional families would be denied benefits if any states 

.''.. 

:", 3 LaDonna Pavetti, "The Dynamics oC Welfare and Work: Expiating the PrOCess by Which Women Work 

~..,. Their Way Off Welfare:' Doehlfal Thesis prepared for Harvard University. 1993. 
, . 

. ,' 4 Harold ~bout, 10n Jacobson, and LaDonna PavettL "The Num~r and Characteristics of AFDC 
'/ Jq.cipients Who Will Be Affected By Policies To Time-Limit AFOC Benefits," presented at the Annual 
..'~;.:-, Research Conference of the Association for Public Policy and Management October 1994 (cited with 
<':r' •permission of the author).
". ' ' 

',;. $ in fa;;t, the number of children who would be affected is likely to be higher than 4.6 mIllion be(auS{? 

,:"' lafji;er families are more likely than smaller ones to remain on welfare for long periods of time. 
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exercised the more restrictive option, Approximately 73 percent of 
families currently receiving AFDC - or 3,6 million families - have 
accumulated more than 24 months of welfare receipt' 

While the time limit would always eliminate AFDC benefits for entire families, 
the other PRA provisions would sometimes allect entire families and sometimes just 
the children in the families. Large numbers of additional children are likely to be 
affected by these other provisions as welt 

• 	 Some ~t of children - or 2,8 million children - currently 
receiving AFDC do not have paternity established, These children would 
be denied assistance under the PRA/ ' 

• 	 About 12 Rercen!, of families currently receiving AFDC were begun by an 
unmarried mother under the age of 18; all children born 10 unmarried 
mothers under age 18 are denied AFDC under the PRA,'" This provision 
would affect many more families if states opted to deny AFDC to families 
in which an unmarried mother gave birth before her 21st birthday (the 
PRA would give states this option). 

• 	 Additional children would be denied assistance because they were subject 
to the child exclusion provision, Poor legallmmigrant families would 
also be denied assistance under the provisions denying numerous forms 
of aid to legal immigrants. 

,. Beebout, op. cit. 

7 U.s. Department of Health and Human Services, Characteristics and Fnumcial CirCtlmstanas ofAFDC 
Rltdpimts, FY 1992, 

II If the family consists of only an unmarried mother i'od a child she had prior to her 18th birthday, both 
she and the child would be Ineligible for assistance. If she ha~ an additional child when she passes her lB,th 
birthday, she and the second child would be eligible for assistance . 

.. According to the May 1994 Genetat Accounting Office report. Fwnilies on Welfare: Teenage Mothlr$ Least 
Likely to Beccme Seif·Sufficitnt, some 42 percent of all families on AFOC were begun by a mother under the 
age of 20. The report also notes that about two-thirds of those mothers who started families as teens never 
married. Thus, approximately 28 percent of families now on AFOC were begun by an unmarried mother' 
under age 20, In 1992, approximately 44 percent of all births to unmarried teen mothers were among teens 
under the age of 18, The 12 percent estimate in the text was computed by multiplying this 44 percent 
figure by the estimate that 28 percent of all families receiving AFDC were begun by an unmarried mother 
under the age of 2tt The data on overall births to unmarried teens by the age of the mother is from the 
N,ttional Centet for Health Statistics report, Adwnce RtpOrt of Final Natality Statistics, 1992. 
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Even after adjusting for overlap among these categories of families and children 
who would be denied assistance, when those people affected by these provisions are 
combined with the 48 percent of families who would be wholly ineligible for aid 
because their family hit the mandatory five year time limit the effects are striking: 

• 	 Well over half of the poor children who would be eligible for assistance 
under current law would be denied aid once these provisions were fully 
implemented. This translates into more than 5 million poor children ­
and perhaps as many as 6 million children - who would not receive cash 
as.,;;lstance to help them meet their most basic needs, 

• 	 At least half of all families who would be eligible for assistance under 
current law would be denied AFDC once the PRA was fully 
implemented. This translates into at least 2.5 million families with 
children who would receive no AFDC cash assistance, 

It is interesting to note that even without the time limit provision, a large 
.' _	proportion of children who would be eligible for assistance under current law would 

be denied aid under the PRA. The paternity establishment provision alone would deny 
aid to 29 percent of children who would otherwise be eligible. In combination with 
other provisions, it is likely that at least 35 percent of children who would receive 
AFDC would be made ineligible by this bill even without the time limit provision. 

What Would the Consequences Be? 

The consequences for the millions of poor families and children who would lose 
' .• their benefits would be serious. Most obviously, families that are already quite poor 

would become even poorer. 

• 	 Currently, for a single-parent family of three with no other income. AFDC 
benefits in the median state total $4,400 a year, or 37 percent of the 
poverty line. 

• 	 Families that become wholly ineligible due to the time limit provision or 
the provision denying assistance to young unmarried mothers and theit 
children would, of course, receive no AFDC income.11l 

" , 	 Hl Under current law. the vast majority of AFDC families also receive fond stamps. For the typical 
,single-parent family of three with 00 other income and who lives in the median state, (jOel stamps lift the 
family's annual income to $7..5S0, or 64 of the pOVNty line. Under the rRA. the Food Slamp Program is­
repealed and placed within the nutrition lJssistance block granL No family currently receiving food stamps 

(continued ...) 
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• 	 Most of the children denied AFDC under the PRA would live in families 
that would eventually become wholly ineligible for assistance, but in 
other cases only the children in the family would lose assistance, If one 
child in a typical AFDC family were denied AFDC benefits, the income 01 
the family would drop to $3,530 - a 20 percent drop in income, A single­
parent family consisting of a mother and one child, would suffer a 28 
percent drop in their cash income if the child beame ineligible for 
assistance: More than four out of 10 AFDC cases include two or fewer 
recipients. 

Among those families faced with large benefit reductions or those made 
completely ineligible for any assistance, it is likely that many parents would be unable 
to provide basic necessities for their children, Some rent would go unpaid and food 
budgets would be cut back - homelessness and hunger could increase, particularly 
among families made wholly ineligible for assistance, Because the food stamp program 
is repealed under this bill and the money converted to a block grant, children made 
ineligible for AFDC might not be assured even the minimal safety net of food stamps to 
help them meet their nutrition needs. 

Research Undersrores HarmfUl Effects ofChildhood Poverty 

Each of these proposals to deny AFDC eligibility to some children would 
intensify child poverty, which research has found to be harmful to children in 
identifiable ways, One recent study found that "Poor children are more likely to be low 
height-far-age [i.e., shorter than flonpoor children 01 the same age], low weight-for­
height [i.e, thinner than other children of the same height], and to score poorly on 
indicators of cognitive and socioemotional development than middle- and upper­
income children. Long-term economic disadvantage is also associated with deficits in 
rates of growth in height."" In short, this study showed that poverty can dramatically 
affect the physical and emotional health of children, 

Furthermore, poor children are more likely to drop out of high school than more 
affluent children. Among children with Single and married parents, among blacks and 
whites, and among families in which the mother is and is not a high school graduate, 

10 ( ••,contif'lued) 
would be guaranteed to receive any nutrition assistance, let alone a food stamp increase if their AFDC 
benefits fell. 

11 Jane Miller and Sanders Korerunan, "Poverty. Nutritional Status, Growth and Cognitive Development 
of Children in the United Stales," Princeton University's Office of Population Research Working Paper 
Series. June 1993. 
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poor children are far more likely to drop out of school than nonpoor children. For 
;\., example, among white two-parent families with a mother who has graduated from 
i,i high schooL poverty increases the likelihood that children will not graduate high 

school by 8 percentage points." 

Some Parents Would be Forced to Give Up Tlleir Cllildren 
;", 
:.: Under the PRA, an already overburdened cltild welfare system would likely be 
.'. asked to find foster care and institutional placements (temporary and permanent) for ;:,:" 
,', children whose parents - in the face of AFDC and other cuts - determine that they 
','.' are unable to feed, dothe, and house their children. Yet the child welfare system is 
:,' already overwhehned with the task of finding appropriate placements for children who 
~/. have been abused and neglected; as a result, children often languish in inadequate care 
:,.. for long periods of time. In 1993, about 460,000 children were in foster care, an increase 
~::'\' of more than 70 percent from 1982.'3 Thesystem now woUld a150 have-to'find 
~, placements for children whose parents are not abusive or neglectful, but who live in 
::' 
«. 

families which lack the income to care for them, 

!:.' To place the massive cuts in AFDC eligibility into perspective, it is interesting to 
"" note that the number of children who will ultimately be denied basic cash assistance is 
.<
';::" more than 1,0 times thUllmher cnrrent!y in foster care. The child welfare system could 
,.>" face a substantial increase in their caseload which eouId mean that it will have fewer 
., resources to devote to assisting abused. and neglected children. 

In addition to an increased reliance on temporary out--of~home placements, some 
.'" parents could be forced to relinquish their children permanently. In fact, the sponsors 
:' , . of the PRA appear to understand that this might occur. The bill allows states to spend 
•. the money saved by the provision denying benefits to families in which the child is 

<,' born to a young unmarried mother on orphanages and programs to foster adoption. 


";: This increased emphasis on taking children from their parents and moving them 
<t.. to foster care or other out-of-home arrangements includin or hana es is in contrast to 
,:, the direction the cltild welfare system has taken to try to el families~~yand 
: to limit uS<! of institutional care. The child welfare system has largely moved away 
:,-:~. from group care settings, especially for younger children. in recognition that such 

;,-------­. , 
., 12 Data are from tabulations of the Panel Study of Income Dynamics and are reported in Wasting 
,;' Am(rica';;: Futlm:: TIl(' Olildrro 's Defense Fund Report on the Costs ofChild Poverty by Arloc Sherman. Some 4.8 
j; percent of white- children living in nonpoor, two-parent families In which the mother has graduated from 
'::.) 'hiRN ~ch(l{ll dmp out of high seho!,)!. Among children in families that have these same characteristics except 
, , that they are poor, some 12.3 percent do not finish high school. 

IJ Data are fwm the Child Welfare LelOgue of America. 
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settings deny children the individual attention and continuity of care critical to their 
development. Proposals to institutionalize children are also in direct contrast to the 
growing movement, based on clinical experience, to help families in crisis work out 
their problems so children can stay with their parents rather than be placed in foster. 
care. 

Many who talk about such provisions often assume that the children taken from 
their parents would be newborn babies whose parents are unable to care for them. 
Many of the children affected by these provisions, however, would not be infants, but 
children already attached to their parents. 

• Some 15 percent o~young ';Yomen und~r age 18 who have children 
outside of marriage do not go onto AFDC in the year following the birth 
bf the chITd." Many 01 these families eventually need cash assistance, but 
when they do their children are no longer infants. The provision that 
denies assistance to families in which a child is born to a young 
unmarried mother applies to all families that apply for AFDC after the 
date the provision takes effect. Therefore, a 27 year-old mother with a 10­
year-old child who has never before received welfare benefits ­ but who 
loses her job and applies for AFDC after the bill's passage ­ would be 
ineligible for assistance. 

• Many of the children affected by the time limit proposal will certainly be 
older, as the time limit applies to families that have already received 
assistance for five years, 

• The paternity establishment requirement would also deny assistance to 
children of any age if their paternity was not established. Establishing the 
paternity of older children is often quite difficult and may, in many cases, 
be impossible. The reduction in the AFDC grant in conjunction with 
other benefit reductions could lead some families to lose a significant 
percentage of their incomes. 

If a denial in benefits forces mothers to give up their children either lemporaril y 
or permanently, the consequences could be serious. Psychologists have long 
recognized the importance of children's attachments to their caregivers (generally 

14 1994 Crmr Book, Committee on W..ys and Means, US House of Representatives, pg. 454. 
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,/"
/~ .. 
.'~';. parents) and have noted that disruptions in the relationship behveen the child and the 
i;:;. caregiver places the child at risk for serious developmental problems,15 

:;',:: While many parents may ultimately be forced to relinquish their children on 
;:i either a temporary or permanent basis, it is also important to recognize that it is likely 
"~> that many parents will take extreme measures to keep their families together. Some 

may move to dangerous, or more dangerous, neighborhoods to save on rent, Food 
':', budgets might be cut back placing children at nutritional risk, Some mothers might be 
:" forced to rely on an abusive boyfriend for help in meeting their children's basic needs, 
," 1t is, of course, impossible to know what mothers wouJd do when faced with a sharp 
'~" reduction in or total elimination of cash assistance. It does seem plausiblc, however, 
'.. ' 
:';, that many mothers would be faced with difficult choices - either break-up their family 
,':" or make decisions that might otherwise seem unwise such as living in an unsafe 
\d'r: apartment to save rent.
,). 

Policies Would Cause Far MMe Harm than Good 

" " ' In short, the negative consequences of the PRA would likely be extreme, 
'"':"\ "Poverty would deepen, homelessness and hunger could rise l temporary and permanent 
:,i,''' out-of-home placements and institutionalization of children could increase, Some 
/:,' might argue that this is the price that must be paid to reduce out-of-wedlock 
" ,childbearing and increase employment among wellare recipients. But, does the 

;:,':research support the view that these policies are likely to work? 

" 

.';: Research has shown that most welfare recipients leave AFDC in less than two 
::, years - many leaving to take low-wage, unstable jobs, This research suggests that the 
:',',: most pressing problem is not forcing AFDC recipients to leave welfare for work, but 
I.:;~. helping them move into jobs that are morc secure and providing them the necessary 

,r,,,supports so they are able to meet their families' needs, 


i,'~' The evidence also indicates that welfare is not the primary cause of out--of­
\:. wediock childbearing in general or teen pregnancy in particular. In June 1994, a group 
, '" of 76 leading researchers issued. statement on the relatiOnship between welfare and 
~, out-of-wedlock childbearing. Iii The researchers concluded that welfare was not the 

.,' primary cause of out--of-wedlock childbearing: 

',:\ 
, '--------­

:\; 15 Barbara M. Newman and Philip R. Newman, Deuelopruent ThrDugh Life: A Psychosocial Approach. 
:, i~'BHtoks/C()le Publishing Company. 1991. Children's attachment to their caregivers typi<:aliy occurs in the 
_:" -. firs! fine to two years of life, 

," 
-: ' 16 The statement was organized by Sheldon Danziger. professor of sodal work lind public policy at the 
". University of Mlrhigan. The Center on Budge! and Policy Priorities provided tedmicaJ assistance to the 
,- researchers in this effort. 
" 

\ ,~:, 
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As researchers who work in the area of poverty, the labor market, and family 
strucrure, we are concerned that the research on the effect of welfare on 
out-of-wedlock childbearing has been seriously distorted. As researchers, we 
are deeply concerned about the rising rates of out-of-wedlock childbearing and 
the rugh incidence of poverty and welfare use among single-parent families. 
However, the best social science research suggests that welfare programs are not 
among the primary reasons for the rising numbers of out-of-wedlock births. 

Most research examining the effect of higher welfare benefits on out-of-wedlock 
childbearing and teen pregnancy finds that benefit levels have no significant 
effect on the likelihood that black women and girls will have children outside of 
marriage and either no significant effect, or only a small effect, on the likelihood 
that wrutes will have such births. Indeed, cash welfare benefits have fallen in 
real value over the past 20 years, the same period that out-of-wedlock 
childbearing increased. Thus, the evidence suggests that welfare has not played 
a major role in the rise in out~of-wedlock childbearing, 

The researchers' statement also addressed on the issues raised by proposals to 
deny welfare benefits to families in which the child was born outside of marriage. The 
researchers concluded that such a policy would be ill-advised: 

...ending welfare for poor children born out-af-wedlock does not 
represent serious welfare reform, and would inflict harm on many poor 
children. We strongly urge Ihe rejection ofany proposal that would elimitulte 
the safety net for pvor children born outside ofmarriage. Such pvlicies will do far 
more harm than good [emphasis in the original text]. 

,. 
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TO: Alice Rivlin 

FROM: Belle sawhi~ 

RE: Welfare Reform -- Update 

We have a meeting with DPe and HHS on welfare reform strategy on 
Tuesday. This note provides some background for our discussions. 

,To save time I am sending it simultaneously to my staff and to 
Bob G~eenstein, who may have additional comments or corrections. 

Republican Legislation 

The House Republican "Contract With America" cont?ins a Gingrich­
blessed welfare reform bill -- The pers9nal Responsibility·Act.
It is far more conservative than the earlier House Republican 
bill 	(H.R. 3500) but less draconian than the Talent-Faircloth' 
bill. We expect Congress to act upon it early in the new year,
with 	hearings, in early January and a committee markup possible in 
February (probably in Ways and Means but could be a new 
"Empowerment" Committee) . 

Important provisions in the perso~al Responsibility Act would: 
" o 	 Eliminate AFDC payments for unwed mothers under 18 (under 21 

at State option). Children born out-of-wedlock would remain 
permanently ineligible for benefits unless the mother" 
married the father or another man who adopts them. (Savings

"from this provision are to be returned to the States as 
block grants to provide services, but not cash benefits, for 
unwed teen mothers and their children.) 	 , 

, , 

o 	 End all AFDCbenefits to a family after a total of five 
years on the rolls. / 

o 	 Allow States to end AFDC 
, 

benefits to families after two 
years, Hone of the years was spent" participating in a work 
program. 

o 	 Deny benefits to children for whom paternity has not been 
established even if the mother cooperates. (HHS is . 
concerned that, as drafted, this provision could render 
ineligible one-third ,of children currently on AFDC.) 

o 	 Allow States to' offer training and other services during 



first two years but not require them to do so. 

o 	 Require that States move recipients to work programs after 
two years of benefits. (States' are allowed to design their 
own work programs, subject to rising participation'
requirements.) 

o 	 Cap spending growth in several anti-poverty entitlements 
(AFDC, 55I, JOBS; eSE, public housing assistance),' with 
adjustments for inflation and increases in the poverty
population. 

o " 	 Convert Food Stamps, WIC, school lunch and other nutrition 
programs into a discretionary block grant to each State, 

,with a five percent overall cut from FY 1995 funding levels. 
Because of spending increases in the baseline, this could 
result in as much as a twelve percent cut from projected FY 
1996 	funding levels. (The block grant contains set-asides' 
for Wle and the school lunch program, which is likely to 
translate into a significant reduction in .Food Stamps. t· , 

o· 	 End eligibility of non-citizens for dozens of Federal 
programs, including AFDC, SSII Food Stamps, WIC 1 publi'c 
housing, education, job training, and, child welfare 
services. . . 

The attached ·side-by-side" compares the Personal Responsibility
Act to the Work and Responsibility Act, and the attached memo 
from the Secretary provides further details. 

By Republican estimates, the personal Responsibility Act saves 
approximately $40 billion over five years (see attached table for 
details) • 

The direction the Republican Senate may take is not yet clear and 
may be more moderate or at least different. ·Senator Kassebaum 
has proposed that the Federal government devolve responsibility 
for AFDC, Food Stamps, and WIC to the States in return for full 
Federal assumption of Medicaid. 

ISSUES AND RECOMMENDATIONS 

How Should Welfare Reform Be Treated in the 'Budget? 

Normally, because it has already been proposed, we would 
include the costs and financing of welfare ,reform iQ the FY1996 
budget with some reasonable level of detail~ Indeed, if we fail 
to do this, we will be subject to the criticism that we didn't 
fully pay for our bill. However, there are at least two reasons 
not to include detailed figures -in the budget. First, any offsets' 
we identify, above and beyond those already shared with Congress 



last year, are likely to be used 'to pay for the tax cuts propo'sed
in Contract with America. Second, these offsets are likely to 
become as contentious as the program itself so if we can avoid 
making them specific at this early stage, we are better off. 

Reoommendation: Includa only a description of tha proposal
and summary figures on'program costs in the budget. The write-up 
could emphasize that we submitted a fully paid for bill last 
year, mention the major offsets (remaining from last 'year), and 
state that we intend to work with the Congress should any . 
additional fina'ncing be needed. Simultaneously, work could go on 
at the staff level to identify such offsets sO that we will have 
them ready to offer to our congressional allies at an appropriate
time. (See below for more on specific offsets.), , , 

What Speoifio Program Cost Number should be inoluded in the 
Budqet? 

Last year's bill was estimated to'cost $9.3 billion. We know 
that CBO would score the same bill at ,a higher price --. probably, 
around $11.8 billion. One option would be to use the same number 
of $9.3 billion 'in this year's budget but to 'tighten up the 
program in ways that help to insure'that CBOwould score it 
closer to this figure. (Possible options here include a cap on 
AFDC childcare costs, allowing, states more, flexibility to target
older mothers, lower match rates for state child support
enforcement). An alternative would be to ignore this scoring
problem on the grounds that our bill is not likely to be the 
vehicle for mark-up in any case.' Still, a third option would be" 
to scale back the size of the program more drastically to less 
than $9.3 billion (CBO scoring) -- perhaps by eliminating child 
care for the working poor and some of the demonstration programs. 

Reoommendation: Include a proqram oostinq,$9.3 billion using 
estimates tbat are as credible land hopefully close to CSO's) as 
possible. Note that this will require considerable tightening of, 
the existing program and will not be easy. Also, if we need to 
worry about lO-year and not.just 5-year numbers, we have an added 
challenge to keep'program costs within the bounds of existing
offsets. 

Should We Overfinanoe the Program? 

Overfinancing the program would erable us to say that 
"welfare reform" saves. money. However, for this statement to be' 
credible we would have tO'target means-tested programs in our 
financing package and live with the consequences both ' 
substantively and politically. Substantively~ we would have to 
reduce aid to some very vulnerable groups 'and politically, we 
would be criticized by our liberal allies for "financing, welfare 
'reform on the backs of the poor" or out-Gingriching Gingrich.
Moreover, coming up with enough offsets to more than pay for the 



program would not be easy. Finally, to make the' claim that 
welfare reform saved money we would need to put the offsets in 
the budget, or send them up in a single package, running the 
risk, once more, that they would be grabbed for other purposes. 

Recommendation: Do not overfund the program initially but 
have" enough low-income offsets on hand to fully pay for (or 
slightly overfund) the ezisting package so that we have the 
option of arguing that welfare refor.m is a saver. Consider 
tightening the program in ways that will enable us to say it 
saves money over the longer run by getting people of~ the rolls. 
Note that the latter strategy probably requires having some kind 
of eventual ,cutoff in'the WORK program or a tougher set of 
sanctions for "not working. 

What specific offsets should be considered as additions to the 
financing package? 

OMB staff in the HR division have done a first cut at 
staffing out a number of options. To" make further progress on 
fully understanding and pricing these options, we will need help 
from HHS. They may also have additional ideas to put on the 
table. At p~esent, the most promising options consistent with the" 
above strategy of targeting low-income programs, appear to be: 1) 
deeming more sponsor income to legal aliens applying for 
different forms of assistance, 2) reducing benefits for disabled 
children, and 3) tightening 'up on the EITC. Each of these options 
has the advantage of being something the Congress is likely to do 
if we don't in the next year. An alternative strategy would be to 
target "welfare for the wealthy" such as farm subsidies, school 
lunch subsidies for higher income families, the Dependent Care 
Tax Credit, and other items from outside the HR division (see 
Greenstein list). 

Recommendation: Ask BSS or other divisions to come up with 
some specific" ideas and better pricing of ezistinq ideas once a 
general strategy is agreed to. Talk to Treasury about the EITC. 
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Walfara Reform Administration and "Contract With Alnerica" 

. 
Provision· Administration Contract w/'America 

Time Limit 
Benefits) 

(Cash For pha"$d-in (born after 1911),
qenera1 limit of two years of 
AFDC benefits before work 
re-quir~nt • 

. 

Must "move to work" after two 
years of benefits. State option 
to end all benefits after two 
years, if at least one year in 
work program. States must d£op 
families from AFDC after a total 
of five years of benefits (even
if no participation in work 
program. ) 

'Time. Limit {WORK} No overall limit. 1 year limit 
on each placement slot, with job
search afterwards. Reassessment 
after two years. 

Two years of work proqr~m for any
individual or familiy. _ 

WORK program 

. 

, 

. 

Wotk for wages, 15-35 hours a 
week. (States decide time.) . 
State flexibility on job, ,
placement method. Requl.l:es 
400(000 to be in program by 2000. 

------- ­

State allowed to design own 
program that ~et3 requirement~ 
for hours (average 35 hour~/week. 
or 30 hour~/week plus 5 hours job
search) and participation
(100,000 in 1996 'rising to '1. 5 
million in 2001.) nSen~e of the 
congress" that States give
highest priority to participation
by mothers with older preschool
and school bqe children. 

, 
0,,.- • 



- - - - - - - ---------------

> 


, 
Minor ~ Denies AFDC to unmarried parents Denies MOC to unmarried lQOtbers 

under 18 (and their kids) if they (~nd their kids) under.IB. 
do not live with parent or Permits unmarried 18 year-old
specified other adults. mothers to receive benefita if 

they live at heme. S;ate option 
to deny benefits (and nousinq. . benefit!!) to all unmarried 
mothers under 21. Children bOJ:n. to these women are permanently
ineligible for benefits unless 

. . mother marries father or someone 
who adopts child. Savin9s . 
returned to States as block grant 
to provide services, not cash., ,, assistance, for minor IDOm3 (none
could go for abortion or abortion 

, counselinql. ' 

Family Cap State option to deny or'pay No benefit increase for children 
reduced benefits to to child born Qut-of-wedlock while mother , 'conceived while mother on AFDC. on AFDe. 

Paternity Mothers required to give name of Paternity establiB~~nt required
possible father (or fathers) before a child is eligible for 
along with specified info about AFDC l with exceptions for rape,
them. CSE agency re"quired to incest, and physical danger.
certify motherls cooperation. {HHS believes that, as drafted,
States requireq to establish this provision could render 
paternity or impose sanction ineli9ible as many as one-third . < within~a year after or face of ch~ldren currently on AFOC.)
Federal matching payment States required to establish 
reduction. States encouraged to paternity in 90% of cases. 
improve procedures, including at States encouraged to improve. hospitals • procedures, including at 

~?-~P-~~~~~-·-- ' 

http:under.IB


Child Support
Enforcement . 

. 

Require:s States to give "full ~ 
faith and credit" to child 
support orders from other'States. 
Requires Stetes to maintain _ 
automated central child support
registries. Requixes States to 
review and adjust all orders in 
reqistrr every three years in 
streaml~ned process. Requires
States to operate centralized, 
automated central pa~nt center 
for colleotion and d~sburs~nt 
of child support payments.
Requires MRS to 5et up national 
"new hire" directory, to which 
info in child support reqistry
would be matched. Requires 
States to tou~hen restrictions 
for certain 1 cancas for those 
delinquent on child support.
Allows States to provide
employment and training services 
for debtor noncustodial parents. 

- - - - - - - - -----­ ----- ­

Requires States to give ~full 
faith and credit~ to child 
support orders from other States. 
Provides Federal assistance in 
'tdevelopinq a uniform child . 
support/visitation order" to 
3trea~ine enforcement. Requires
noncustodial parents receivinq
State aid to participate in State 
job-search proqram if delinquent 
on child support. {Note­
included in "Family Reinfoxcement 
Act" with tax credLts. not 
welfare refqrm bill.) 

. 

State Opt-out 
_. 

States may opt out- of, AFDC and 
convert their AFDC funds into a 
fixed annual-block qrant. 

Lea:r:.nfare State option to use monetary
incentives and penalties to 
encourage AEDC mothers under 21 
to complete high school or GED 
and particpate in parenting
education activities, 

States may reduce AFDC payments 
up to,$75/month to mothers under 
21 who have not completed high
school or GED. Payments can. also 
be reduced if dependent child 
doee not maintain minimum school 
attendance. 



- - - -------

•• 

~5i~tance to Aliens Extend permanently the 5 year Oeny AFDC, 55I, Food Stamps, 
income deeming provision for S51 housing assistance, education, 
and apply it to Food Stamps and job training. WIer and child 
AFDC as well. Deeming to welfare services to non-citizens 
continue for 5 additional years except: refugees (for their first 
for aliens with sponsors whose . 6 years in the US) and those over 
income is greater than median 75 who are lawfully admitted to 

-income. the us and have residee in us for 
at leut five years. IEmergency
medical assistance will continue 
to be provided.) Ends benefits- to those" currently in us and. 
otherwi~e program eligible one 
year after enactment. 

Spending Cap Caps spending growth in AFDC, 

S5I. work program, and numerous . 

public housing programs at FY ­
1995 funding level, with 

adju~tments for inflation and 

growth in poverty ~lulation. 

Becomes capped ent~t ement • 
. . . 

Nutrition Block Grant Conaolidates Food Stamps, WIC,. school lunches, and other •nutrition.prograrns into a 
discretionary block qrant to each 
State. Finded at 9St of 
aq9reqate total of FY 1995 
funding·, Includes !Setasides for- WIC and school food service . programs • • 

, 




~ 

Other Provisions 0 AFDC beneficiaries who a 
child 'care assistance, providing 
Numerou::s : Including increasing 

state identifies as druq­
teen pregnancy prevention grants, or alcohol~addicted must 
and requirements for performance enroll in treatment program 
standards. and participate in random 

drug testing to receive 
benefits. 

0 	 state adoption agencies are 
encouraged to decrease wait 
for adoption and prohibited
them from discrimination in 
placements .' 

0 	 Allows States to offer a 
temporary 50% transition 
benefit to certain 
recipient~ who marry and 
would become inelig~ble for 
AFDC but Whose incomes 
remain below 150% of povery 
line. 

. 

" 
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Wel.fare Reform - "Contraot with Amerioa" 

Five-Year Net Savings: "approzimately" $40 billion 

Five-Year Savings (in billions) 

Denial of "welfare" to non-citizens 22 

(AFDC, 551, Food Stamps, and public housing) 


Cap on welfare entitlements IS 
(AFDC, SSI, child care, CSE# public housinq~ and work programs) 

Nutrition program discretionary block grant 11 
(Food Stamps, WIC, school lunches) 

Paternity establisbment requirements 2 


Total 53 


Five-Year Costs (in billions) 


Work program 9.9 

(State discretion to design; must meet participation re~ireIDents) 

State options 2 
. (Not specified a3 to. which options are included in figure) 

Total 11.9 

Note - These are not HHS or OMS estimates. 



Change in Family Income As a Result of The Contract with America's Tax and Welfare Provisions 

Family Pre-Tax Current law After Tax, After PRA Percentage Total Change In 
Family Economic Income After·Tax Income Disposable Income Change in Average Disposable 
Income Classes (In billions) (in billions) <in billions) After Tax Income Income per Family 

0-10,000 $65.3 $78.9 $73.3 -7.1% -$376 

10,000-20,000 $274.5 $248.7 $244.5 -1.7% -$228 

20,000-30,000 $396.4 $341.7 $346.0 1.3% '269 

30,OOO-SO,OOO $880.3 $728.0 $740.4 1.7% $554 

50,000-75,000 $1,068.6 $864.5 $879.8 1.8% $879 


75,000-100,000 $954.6 $679.4 $693.6 2.1% $1,434 

100,000-200,000 $1,147.9 $903.4 $924.4 2.3% $2,386 


200,000 and over $1,180.3 $905.3 $93?6 3.0% $11,458 


TOTAL $5,887.9 $4,749.9 $4,834.8 1.8% 

HHSfASPE staff analysis based on Department of Treasury, Office of Tax Analysis preliminary analysis 01 Tax Proposals in "The Contract with America', Jan. 10, 1995 
and very preliminary HHS analysis of the Personal Responsibility Act (PRA) Changes in the ·Contract.· 

aspef02·Feb·95 
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Siod. Grant" W3~ I 
of FY 87 Ltvel 

fin millionl) i 

Differe:x-e Pl:n:emage 
Change 

g roor Childrtn 
agtsO-17 

(ill dlnusands) 

Pm! I'!::r 

Poor Ch:kl 

(atro:!1 dollars) I 

SebrJ~k;., "" S4l ,S6, -JJ~ 8l $566 
!I"<vaJa '" $10 {St7) .63% 74 $)7& 

ft'W HlImpthitt: '" $12 ($2[1) .62% 41 $77& 

~ewJmty 

!New Melito 
~o;w York 

$1" 

'94 
$2,121 

$29$ 

$4' 
SU6S 

{$96) 

;549) 

($959) 

·24% 
-52% 

.43'% 

338 

I" 
1.226 

$1.166 

$(,07 

$1,Slh 

, 
, 

~(lrth Carolina Sl.S $1:54 ($114) .dJ~ '" $593. 
~orm Dakota $13 '14 ($'9) -41% 2S $924 

Ohin $635 $:512 ($114) -18% '" $9114 

Oklahoma 
Oregon 
.l'enmylVlln1a 

!Rhode hbnd 

ootll Caroli.."U 

$144 

$151 

$j66 

'"'93 

'84 
In 

"06"0 
186 

($59) 

($58) 

($61) 

($2:5) 

($1) 

-41% 
"39% 
·11% 
.33% 
_n 

25O 

"1 
570 ,., 
318 

$576 

$!.I':H -

""$1,553 

$l~4 

-.nuto'! Ibkou $19 111 ($3) .14% 4J "''' .:nn:';;!lI:<! $166 $95 ($71) -4'~ 31:'i $:51& 

(xas $385 $2117 ($118) -46% 1.416 $272 

Uuh $(,7 'Si ($.::5) ·11% 89 $153 

ermom $43 $31 ($:2) .27% 2J Si.UlS 
ifgirlia 5138 $117 ($20) -J$% 274 $51)4 

:W.ashinguln $3b8 $Z39 ($129) -J"$% 21,} $1,(>7!:I 

W(s! Virginia 

WiSCllnsin 

Vyol1ling 

199 
$292 

$21 
'" '''8"1 

($~l) 

IS' 
(SlO) 

-12% 

19% 

"''' 
",- 141 
Z1 

$6:14 

$1,21.5 

'994 
U.S, TOTAL $14.537 $10.119 , {$4,3~g} ·3U$ 16,441 "" 

, 

NOTES: 

The IIIble estil'l\atct, for FY !993, ili'! nypelhellcal imp;;cl of a nurxb,ttHY, APOC block ~ranl pmvisinn 

similar!O the blOCk gram optKlIl. iTllhe PerSi'lna1 Rt!.pOnLblJity Act, ururrnng W'lpkmenuoon 

\If the pmvi!>lOn in FY 191/8. The level of 111~ hlrn:J: gram fnr e.ach State IS ill al 1\)3 pexent nf 

FY I 'JR7 Fed!:·ral fYol)':"llems for AFDC benel!I •• adnllffiSlralion, and Emergemy Austallte, UflilUjUSteU for mlnlion. 

The Family Suppon Acr was 001 in e:fe\:{ during FY 19S7. To avoid QveP.il41lns 
the jmpacl of II block granL f«leral paymo:ll".3: for AFDC wntk aclivlties (WlNIJO!):S) and 

AFDC.relared child ClI~ 31( MY mchided in enher calumA. 
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\lcilli !>op.",,"'~t ChHdrtn, 
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come, i!<IMI< lWt!:M.Il tIld, 
._J><~Ul_ 

:r: Iimilil¥tllwlHl~~lW' 
!Jie_td~-• C<la!\d!<l:!!l( )t ~ 
wm Ptottll'l'll (1'0<14
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aM CI:&dren; ~ IwIr<:h 
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Woct gl'lllt 11......01 rrn' 
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H_ ~~ Of «lim 

-~-"'Sta'~$ would ~trI$IIworIr ~ _ dtl('l' 
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