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o Qverview summary of provisions of Title ¥V

o Qverview summary of effects of Title V

0 Section-by-section summary and analysis of Tite V
o Preliminary 5-year cost estimate

0 Historical illustration of block grant adjustment

o Preliminary estimates of State-by-State effects

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

NOTE: All materials attached are preliminary drafes for intemal use
only.
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fHE PERSONAL RESPONSIBILITY ACT

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

&

Initial funding is set at $35.6 billion in fiscal year 1996, more than $5 billion below
the 1956 current services estimate. Subsequent funding is indexed by increases in
toral population and food prices.

Each State’s grant is based on their share of the economically disadvantaged
population, defined as anyone with family income below the Lower Living Standard
Income Level, In 1954 these income Jevels ranged from 142 to 173 percent of the
poverty line for families of four.

States have total discretion in the use of grant funds, provided that funds support food
assistance to economically disadvantaged families and individuals, that no more than 5
percent of the grant support administrative ¢osts, that at least 12 percent support food

assistance and nufrition education to women, infants, and children, and that at least 20

percent sopport child nutrition programs.

All statutory authority for existing food assistance programs, including authority to
establish standards for these programs or provide nuirition education, is eliminated.

Certain food assistance program recipients -- generally all non-¢lderly, able-bodied,
single individuals and childiess couples regardless of their employment statug -~ must
work at least 32 hours per month on behalf of the State or face reductions in benefits,

Other provisions that have implications for USDA programs include;

O

Section 107, which permits States to deny housing assistance, including Farmers
Home Administration (FmHA) programs, (o unwed parents age 18-20.

Section 202, which requires States to cash-out food assistance benefits for participants
in AFDC-UP, This single cash payment would be reduced to the extent that at least
one parent does not work 32 hours and conduct job search for § hours per week, -

Section 203, which permils States to use food assistance block grant funds to
subsidize wages for single parents on AFDC,

Section 301, which makes some FmHA housing assistance programs subject to a cap
on aggregate growth on welfare spending. The cap limits 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 population.

Section 401, which eliminates virtually all domestic assistance to non-~citizens, with
the exception of refugees and the elderly, afier a one-year transition period. The
Food Stamp Program was not included in the list of programs for which aliens are no
longer eligible; this is apparenily an unintentional oversight,
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The Personal Responsibility Act would substantially reduce funding for food assistance,
leading to less food money for poor families and individuals, less Federal support for Staies,
and fewer dollars to spend on food and farm products. It would fandamentally change the
very character of food assistance programs by eliminating ail national standards and the
guarantee of assistance for millions of low-income Americans. Finally, the proposal
jeopardizes the Administration's efforts o improve the nutrition and health of the nation’s
children,

The bill significantly reduces food assistance. Funding for nufrition assistance programs
will be cut by more than 10 percent {more than $5 billion) from the Fiscal Year (FY) 1996
current services estimate for food assistance programs and $3 billion below spending for this
year. This gap widens to 87 billion in FY 2000, with reductions over five years of nearly
$£31 billion. Reductions of this size will transiate into less assistance for many poor families
or individuals, less Federal support for most States, and fewer food dollars to spend on

American agriculture.

The bill makes alf food assistance discretionary., Food assistance funding thus will be
forced to compete for limited discretionary funds. Discretionary programs are much more
vulnerable to reductions to meet other program needs, Moreover, the size of the grant in
every future year is based on the previous year's appropriation. If funding for the Food
Assistance Block Grant is reduced in one year to support other priorities, funding for future
fiscal years would be permanently lower. This further jeopardizes the programs’ ability to
help those in need, particularly in times of poor economic growth,

The bill alters the current targeting of food assistance. More than 45 million Americans
receive assistance through one of USDA’s food assistance programs every month, Under the
propased block grant, there is no guarantee that these needy Americans will continue to
receive nutrition assistance. Some will lose eligibility aliogether while others may become
cligible: the statutory income Limits in the bill are less generous than the eligibility criteria
used for some of the current food assistance programs and more generous than others.
Furthermore, the flexibility given to States is so broad that States can choose not to offer
anything similar to the current Food Stamp Program, the only assistance program currently
available to virtually any low-income American without categorical restrictions.

The proposal limits the ability of food assistance programs to respond to changing
ecopomic conditions. The proposed bill eliminates the mandatory entitlements of the Food
Stamp and Nabonal School Lunch programs. Histonealiy, these programs have
automatically expanded to meet increased need when the economy is in recession and
contracied when the economy is growing. The indexing provisions in the proposal do not |
offer the same automatic adjustment, Under this bill, States will have to choose between
absorbing additional costs or deaying benefits to some families in need in the next recession.



Current efforts to improve nutrition and health of the nation’s children are jeopardized.
The proposed bill wonld eliminate all authority to establish minimal nutrition standards for
any food assistance program. Al authority for the School Meals Initiative for Healthy
Children is ¢liminated. Authority to ensure that meals served provide some portion of the
RDAs is eliminated. Furthermore, States no longer would be required to provide key
components of WIC service ~ food packages tailored to specific nutrition requirgments,
nutrition education, health care referrals, or immunization screening. The proposed bill also
apparently prohibits financial support for meals served 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 &t
financially impossible to continue any form of school meal program, putting service to low-
income students in those areas in jeopardy.

The block graat will require massive redistribution of food benefits among the States.
The proposed formula for distributing grant funds among the States bears little relationship to
the existing distribution of program funds. With the overall reduction in funding, most
States would lose but a few States would gain Federal funding. In some instances, the gaing
and losses may be substantial,

The block grant will also redistribute benefits within States, The combination of the
initial cut in funding for the grant and the statutory floors on spending for services to
women, infants, and children will force States to make difficult decisions, After setting aside
12 percent for food assistance and nutrition education 10 women, infants, 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 do not reflect current spending, The minimum set-aside for food
assistance and nutrition education to women, infants, and children (84.3 billion in FY 1996)
represents a $350 million increase over the current service estimate for WIC. Similarly, the
minimum set-aside for child nutrition services (87.1 billion in FY 1996) represents an 18
percent decrease (1.5 billion) from the current service estimate.

Limits on administrative spending would force States to chouse the least-costly, aithough
not necessarily the most effective, method for delivering benefits. States would also be
limited to spending no more than five percent of their grant on program administration. The
Federal share of State administrative expenses for food assistance programs now averages
about eight percent, with substantial variations among States. There is no requirement that
States contribute any of their own funds to program adminigtration, so the actual reduction in
administrative costs could be much greater. The cap on administrative spending will force
States to look for ways to 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 between food assistance benefits, food
sonsumption, and improved nutrition. USDA’s research indicates that food stamp cash-out
reduced expenditures on food in the short-run by 5 to 20 percent in three of the four
demonstration sites in which cash-out was tested, Over a longer period, food expenditures
may go down even further.



Elimninating USDA’s authority to buy comunodities for donations fo States has serious
implications. Without this authority, USDA no longer has the ability to provide responsive,
short-term support to agricultural markets, Furthermore, the value of assistance is.
diminished by prohibiting USDA from using its superior purchasing power to acquire non-
surplus commodities on behalf of schools. It also threatens the network of private emergency
food assistance providers, who rely on government-donated commodities and administrative
funding to support distribution of privately donated food 10 Jow-income households, Finally,
eliminating commuodity purchases limits USDA’s ability to respond effectively to disasters,

Waork requirements for food assistance recipients are greatly expanded. Section 501
requires non-exempt individuals to work for the State for at least 32 hours per month or face
reductions in benefits. The proposed bill modifies the definition of an individual subject to
work requirements to exclude parents of children under age 18 {cwrrent Jaw oaly 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 recetving 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 statues. This creates a significant
disincentive to work: even individuals employed full-time would have to set aside the
equivalent of one day a week to wark for the Stare. Furthermore, because these work
requirements apply to all non-exempt recipients of food assistance, someone whose only food
assistance is through a soup kitchen or food bank now has to work 32 hours per month for
the State.
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SUMMARY OF THE PERSONAL RESPONSIBILITY ACT

TITLE V:

Section 501
Currerp Law:

Under current law, USDA operates a network of 15 domestic food assistance programs that
provide access to a more nutritious diet for persens with low incomes. The Food Stamp
Program is the Iargest of these programs and is the only assistance program available to
virtually anyone who meets certain financial eligibility criteria. Other programs are designed
to meet the needs of specific vulnerable populations, such as pregnant women, infants,
children, and the elderly.

Republican Proposal;

All food assistance programs would be replaced with 2 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
individua! or family with income below the Lower Living Standard Income Level (LLSIL)
published by the Department of Labor!. There are specific set-asides for the territories (21
percent) and for Indian Tribal Organizations (.24 percent).

States could use no more than five percent of their grant for program administration, In
addition, cach State would be required o spend a minimum of 12 percent on food assistance
and nutritions education for women, infants, and young children and a minimum of 20 percent
on child nutrition programs; L.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.

The Department of Labor publishes separate income 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.



States 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 LLSIL.

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

Certain food assistance program recipients — generally all non-elderly, abls-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 Department of Health and Human Services to pay States $20 for
each individual who performs work for the State,

Administration Proposal;

There is no similar provision in the Administration Proposal, The President’s welfare reform
proposal retains the Food Stamp Program as a key element of the safety net for low-income
Americans and makes no major changes to other food assistance programs.

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
asgistance, meaning less food money for needy individuals and families, less Federal support
for States, and fewer dollers available 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 programs - eliminating all national standards
and the guarantee of assistance for millions of low-income Americans - and reqguire a
massive redistribution of benefits. Finally, 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 programs will be cut by more than 10 percent (more than 83
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 transtate into
less assistance for many poor families or individuals.

More than 45 million Americans receive assisiance through at least one of USDA's food
assistance programs every month, The Food Stamp Program 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 25 million children each day. WIC
provides food assistance, nutrition education, and critical health care referrals to nearly 7
million women, infants, and children monthly. Because the praposed bill eliminates 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
casily lead to less well-targeted assistance.

The proposal would also significantly reduce infant formula rebates which will contribute
over 31 billion annually to WIC. The grant allocation process would remove State incentives
to maintain rebate revenues and formula companies are likely to be less responsive to State
bids after Federal oversight is removed.

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

Elimination of the entitlement will also severely impair the ability of food assistance
programs to respond to changing economic conditions, Historically, most food programs,
have automatically expanded to 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 automatic 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 guaraniee that the funding level specified in the proposal will
actually be appropriated. All food assistance funding will be discretionary and thus will be
forced o compete for limited discretionary funds, Discretionary programs are much more
vuinerable 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
permanently 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 will force States to make difficult
decisions. After setting aside 12 percent for food assistance and nutrition education 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.
BEvery food assistance program and the people it serves are put at risk, and those who are
least organized and least represented in State policymaking are put at the greatest risk.



The set-aside 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 (84.3 billion in FY 1996) represents a $350 million in¢rease over the current service
estimate. State flexibility in the proposal is so broad that no Stae would be required o
provide any of the current vital components of WIC service — food packages tailored to
specific nutrition requirements, nutrition education, health care referrals, or immunization
screening,  The potential loss of these components is particularly problematic given
significant evidence that investments in WIC return substantially larger savings in public
health care costs,

The minimum sét-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 -
those who are currently spending far more on child nutrition programs -~ would face the
tough cheoice of dramatically cutting back on support for child nutrition or using the limited
funds from other existing food assistarce programs. Based on current spending for child
nutrition programs, reductions in some Stales could be quite large: in 23 States, funds for
child nutrition could be cut by over 25%; in 17 States, by more than 30%; in 7 States, by
more than 40%, and in three States by more than one-half,

Under current law, the National School Lunch Program provides some level of
reimbursement for all meals served in authonized schools, This funding ensures that meals
meet meal pattern requirements and that the program is available to provide free meals to
low income children. The proposed bill prohibits even modest financial support {$600
million) for meals served 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 financially 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 ¢lear, and yet the American dist
does not megt the Dietary Guidclines for Americans, Even small dietary changes can
dramatically improve hexlth and have great value. Nevertheless, the proposed changes would
eliminaie all authority to establish even minimal puirition standards for any food assistance
program. All school 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 will come from preventive health measures,
including improvements in nutrition,

The proposed bill makes no provision for State accountability or stewardship of Federal
funds, There are no requirements or vehicles for State reporting of activities, Federal
oversight of operations, or reporting to Congress and the American public on the services
provided or results achieved with the multi-billion dollar block grant.
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The block grant will require massive redistribution of food benefits among the States. The
proposed formula for distributing grant funds among the States bears little relationship to the
existing distribution of program funds. With the overall reduction in funding, most States
would lose but a few States would gain Federal funding. In some instances, the gains and
losses may be substantial: California stands to gain the most — more than $800 mallion;
Texas loses the most — more than $1 billion.

Suates would also be limited to spending no more than five percent of their grant on program
administraion. The Federal share of State administrative expenses for food assistance
programs now averages sbhout eight percent, with substantial variations among States. This
will thus effectively reduce Federal support for administrative costs by more than ene-third.
Because the bill does not require States to contribute any of their own funds to program
administration -- while current law requires them to contribute about half of the cost of
administering the Food Stamp Program -~ the actual reduction in total administrative support
could be much greater.

The cap on administrative spending will force States to look for ways 1o 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 between food assistance benefits, food consumption, and improved nutrition,
USDA'’s research indicates that cash-out reduced expenditures on food in the short-run by §
to 20 percent in three of the four demonstration sites in which cash-out was tested. Over a
longer period, food expenditures may fall even further.

NOTE: There are likely 1o be several technical issues in implementing the grant
allocation method required by the proposed bill. Most obvious among these is
the absence of a single source of reliable and precise information on the
income distribution of families in all of the States and outlying territories. The
most obvious 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 alternative, the decennial census, is only
updated every len years. Even small differences in State shares have large
fiscal implications for States: a difference as small as ong tenth of one percent
can translate into gaing or losses of $35 million for individual Siaies.

Section 502

Currens Law;

The Federal govermment is responsible for the production and distribution of coupons o State
Agencies who then provide coupons to households eligible for fond stamps. The Food Stamp

Act aiso establishes requirements for approving refail food stores, a procedure for redeeming
coupons, and penalties for stores or recipients that violate program rules.,



Republican Proposal:

USDXA would make available o States, including Puerto Rico and the territories, coupons for
use in authorized food stores. States wishing to participate in a coupon program would
purchase these coupons at face value from USDA,

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

Administration Froposel:
The Adminisiration Proposal does not change current law.,

Analysis:

The cap on administrative expenses is likely to force States to seek alternatives to the
relatively costly and cumbersome coupon-based system. Maintaining the current capacity to
produce and redeem coupons on a smaller scale for those States who elect to retain a coupon
system would not be cost effective for the Federal Government, No funds are made
available to support coupon printing and related expenses at the Federal level,

The cap is also fikely to force States to seek funding from the Federal povernment or the
private sector should they pursue EBT and choose to participate in the nationwide the
nationwide EBT system recommended by the Vice President's National Performance Review.
(iiven the constraint on administrative costs, States are not likely to have many funds of their
own to contnibute to EBT development and operations nor much incentive 1o pursue EBT,

NOTE: The bill language directs the Secretary 1o issue regulations reganding
submission of applications to become an authorized retailer but is silent with
regard to what entity (Federal or State government} would receive and approve
applications. This 18 currently a Federal responsibility,

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

Section 503
Current Law:
Commodities are purchased by USDA as a mechanism to eliminate surpluses and support

prices. These surplus commodities are donated to States and other institutions, such as
schools, to supplement benefits provided under various Federal food assistance programs.

Republican Proposal:



Section 503 permits USDA to sell surplus commodities to States to provide food assistance to
economically disadvantaged people.

Administration Proposal:
The Administration Proposal does not change current law.
Analysis;

Eliminating USDA’s authority to buy commoditics for donations to States eliminates the
ability to provide responsive, short-term support to agricultural markets. It also diminishes
the value of assistance by prohibiting USDA from using its superior purchasing power to
acquire non-surpius commodities on behalf of schools, Furthermore it threatens the network
of private emergency food assistance providers, who rely on government-donated
commaodities and administrative funding 1o support distribution of privately donated food o
low-income households.

Section 504

Current Law:

Not applicable.

Republican Proposal:

Contains definitions of key terms for the Food Assistance Block Grant,
Administration Proposal:

There is no similar provision in the Administration Proposal.

Analysis:

Muost 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 LLSIL) differs from the eligibility requirements used by every
existing program and virtually assures that some families on assistance now will
become ineligible while others become eligible for assistance. Use of this single
definition effectively eliminates much of the targeting built info existing program
eligibility mles. The LLSIL 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 WIC and Child Nutrition program limits and would require
termination of assistance for some women and their infants and children.

H

o  Section 301 requires nom-exempt individuals 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 10 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
unismployment 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-¢lderly, able-bodied single individuals or childless couples
regardiess of their current employment statug, This creates a significant disincentive
to work: even individuals employed full-time would have to set aside the equivalent of
one day a week 1o work for the Staze. Furthermore, because these work requirements
apply to all non-exempt recipients of food assistance, someone whose only food
assistance is through a soup kitchen or food bank would face the same work

requirgment,
o  The definition of a retail food store omits recent changes that require stores to carry
on a continuous basis food from at least four of the categonies of siaple foods {(meat,

pouliry or fish; breads or cereals; vegetables or fruits; and dairy products) and
perishable foods from at least two of these categories,

Section JU5

Current Law:

Not applicable.

Republican Proposal:

Section 503 eliminates all statutory authority for food assistance programs, including any
surplus commaodity donations, as well as demonstration projects and nutrition education
related to food assistance programs,

Adminisiradon Propasal:

There is no similar provision in the Administration Proposal,

Analysis:

See Section 501 for 2 detailed discussion of the implications of these changes on food
assistance programs.



The proposal eliminates the Department’s ability to design and operate programs tailored to
the specific nutritional needs of target populations. This approach ignores the clear evidence
of the link between diet and health and the disconnect between 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 requirements to megt nutritional standards or deliver program benefits in an
efficient manner are eliminated.

USDA support for elderly meals-on-wheels and congregate feeding would be ehminated,

The amount of commdities available to the needy would be sigaificantly reduced because
USDA would have authority only (0 sell bonus commodities to States, USDA currendy
purchases commodities that schoals prefer and which are not in surplus, obtaining significant
unit cost savings by virtue of high volume purchases. The variety of commodities available
to the needy also would be diminished, as the emphasis on nutritional concerns and recipient
preferences contained in the current food assistance legislation would no longer exist.

Eliminating Federal foxd assistance programs would remove a significant outlet for the
commadities obtained under price-supportt and surplus-removal programs, This would result
in: (1) diminished support {0 agricujtural markets; {1} increased Federal storage costs; and,
{(3) possibly increased donations to foreign countries in leu of distribution of such :
commodities domestically for use in providing food assistance to the needy. It would also
significantly undermine the network of private emergency food assistance providers, wha rely
on government-donated commodities and administrative funding to support distribution of
privately donated food to low-income households.

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

Section 306
Current Law:

Not applicable.

Republican Proposal:



Section 506 makes the block grant provisions effective as of the date of enactment and makes
Section 503 (containing the repealers and amendments to all food assistance statutory
authority) effective the first fiscal year at least six months afier the fiscal year in which the
act is passed.

Administration Proposal;

There is no similar provision in the Administration Proposal.

Analysis:

NOTE: It ig unclear how the "general effective date™ and the "special effective date”
interact, :

OTHER PROVISIONS:

Other aspects of the proposed welfare reform legisiation have implications for nutrition
programs.

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

¢ Section 202 would require Staies to cash-out food assistance benefits for participants
in AFDC-UP, and at least one parent in these families would be requirsd to perform
32 hours of work and 8§ hours of job search each wecek as a condition of eligibility.
This single cash payment would be reduced 1o the extent that at least one parent does
not meet this work/job search requirement.

¢ Section 203 would permit States to use food assistance funds provided through the
block grant to subsidize wages.

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

0  Section 401 climinates virtually all domestic assistance to non-citizens, with the
exception of refugees and the elderly, and grandfathers current residents for one year,

NOTE: The Food Stamp Program was not included in the list of programs for which

aliens are no Jonger eligible; this is apparently an unintentional oversight.
There also is an apparent inconsistency in omitting any reference to the Food
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Assistance Block Grant authorized in Title V while referring to statutes that
are repealed in Title V.
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Preliminary Cost Estimate of Title V of the Personal Responsibility Act of 1995

MOV 2 3 jgn

{Dollars in millions)
1996 1997 1998 1999 2000 Total
Current 40,764 43,029 44,962 47,042 49,260 225,057
Propaosed 35,600 37,138 38,756 40,457 42,214 194,168
Differcnce -5,164 -5,891 8,206 6,588 7,046 30,892
Percent -12.7 -13.8 -13.8 -14.0 -14.3 -13.7
NOTES: Based on current service program level for food assistance programs in Department estimates of September 1994

{excluding projected costs of Food Program Administration but including anticipated Health Care Reform spending

for WIC}.

Proposed levels in 19972000 are increased from 1996 amount using the projected increase in total population and
the cost of the Thrifty Food Plan for the preceding year,

Totals may not equal sum of columns due to rounding.
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Effects of the Personnd Responsibility Act:
Historical Hlustration of Food Assistance Block Grant Adjustment

ROV 2 3 19044

{Dollars in millions)
Actual Adjusted Bifference Adjusted Difference
Year Food Block Block
Assistance Grant  Total Percent Grant  Total Percent

1984 $19 581 %19,351 N/A N/A

1985 19,851 20,196 8345 1.7

1986 20,051 20,776 725 3.6

1987 20,337 21,369 1,052 5.1

1988 21,119 22,758 1,640 7.8

1989 21,697 23,603 1,906 8.8 $21,697 N/A N/A
1990 24,786 25,752 966 39 23,672 -$1,114 -4,5
1991 28,867 27,378 - 1,489 ~52 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 -~ 244
1994 36,837 30,372 - 6,465 -17.6 27,920 - 8,917 ~24.2

Notes:

Actual 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

in May for the CPI).

Consumer Price Index for Food at Home in the preceding year (ending on July 1 for population and
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Preliminary Estimates of the Effect of Title V of the Persoual Responsibility Act of 1995
on Federal Support for Food Assistance by State
{Fiscal year 1996 dollars in millions)

Level of Food Assistance Dhfference
State Current Proposed Total Percent
Northeast Region
Connecticut $297 $248 - $49 - 17
Maine 188 165 - 23 -12
Massachusetis 608 573 - 36 -8
New Hampshire 89 95 6 7
New Jersey 836 721 - 114 - 14
New York 3,101 2,648 - 453 . 15
Peansylvania 1,617 1,470 - 147 -9
Rhode Island 128 138 - 25 - 20
Yermont 7% &4 -12 - 1%
North Central Region
Hlinois 1,741 1,469 . 272 - 16
Indiana gk 682 - 31 -4
fowa 297 264 -33 - 11
Kansas 307 266 - 41 - 13
Michigan 1,390 1,120 - 270 - 19
Minnesota 508 4380 - 27 -5
Missouri 810 746 - 64 -8
Nebraska 187 173 - l4 -7
North Dakota 86 74 - 12 - 14
Ohio 1,768 1,287 - 480 -27
South Diakota 96 94 -5 -3
Wisconsin 487 435 - 32 -7
South Region
Alabama 818 711 ~ 107 - 13
Arkansas 422 393 -39 -7
Delaware 92 61 ~ 31 - 33
District of Columbia 137 88 - 49 - 36
Florida 2.194 1,830 - 363 - 17
Georgia £,209 933 - 275 -23
Kentucky 740 575 -~ 164 - 22
Louisiana 1,141 752 - 389 - 34
Maryland 576 440 - 135 - 24

Mississippi 730 598 - 132 18




Level of Food Assistance Ditlerence

State Current Proposed Total Percent

North Carolina 930 850 -~ 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 §10 - 173 -22
West Virginia 405 302 - 103 - 25

West Region
Alaska 97 84 - 13 ~ 14
Arizona 663 558 ~ 108 - 16
California 4,170 4,873 703 17
Colorado 412 415 3 1
Hawaii 215 203 - 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 15
Washington 660 440 - 220 - 33
Wyoming 57 56 -1 -1
Territories/TTOs/Other
Dept. of Defense 5 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
NGTE: The distribution of benefits among States under the proposed law is based on

the States’ relative share of persons with income below the 1951, 1992, and’
1993 Lower Living Standard Income Levels in the March 1991, 1992, and
1993 Current Population Survey, respectively, averaged over the three years.
The proportion for Puerto Rico is based on the number of persons with income
below 130 percent of the U.8, poverty guidelines in the 1990 decennial
census.

Individual cells may not sum to totals because of rounding.
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Projected Distribution of Food Assistance Programs by State
{Fiscal Year 1996 dollars ia millions)

State Food Child wiC Other Total
Stamps Natrition

Alabama $350 $183 $81 $4 $318
Alaska 58 25 12 1 97
Arizona 469 143 43 7 663
Arkansas 252 115 51 4 422
California 2,627 1,673 436 34 4,170
Colorado 2% 97 38 6 412
* Connecticut 178 69 48 2 297
Delaware 57 pL 10 1 92
Pistrict of Columbia 100 23 3 3 137
Florida 1,377 456 149 i1 2,194
Georgia 797 283 122 é 1,209
Hawaii 158 34 22 1 218
Idaho &5 38 p) 2 127
Hlinois 1,252 325 151 13 1,741
Indiang 487 141 82 3 713
fowz 175 82 36 4 257
Kansas 168 100 35 4 307
Kentucky 547 156 72 5 740
Louisianz 77 258 94 15 1,141
Maine 133 36 17 1 188
Maryland 404 117 50 4 576
Massachusetts 393 144 65 7 608
Michigan 1,017 228 123 24 1,390
Minnesota 288 165 54 1 508
Mississippi 491 177 58 4 730
Missouri " 567 161 76 6 810
Montana 67 28 15 2 iil
Nebraska 97 &4 21 4 187
Nevada 104 27 i3 i 145
New Hampshire 55 19 i3 2 89
New Jersey 583 164 83 6 816
New Mexico 233 93 30 5 361
New York 2,41 613 290 22 3,101
North Carolina 579 245 101 5 930
North Dakota 44 29 il i 86




State Food Child WIC Other Total
Stamps  Nutrition

QOhio 1,325 275 159 g 1,768
Oklahoma 354 127 44 4 528
Oregon 288 82 39 3 410
Pennsyivania 1,185 269 155 9 1,617
Rhode Island 85 24 i5 i 128
South Carelina 365 159 75 2 602
South Dakota 53 3t 14 { 99
Tennessee 720 176 80 8 983
Texasg 2,676 814 306 22 3,819
Utah 121 79 33 i 234
Yermont 48 16 i1 1 76
Virginia 536 163 79 5 783
Washington 454 142 58 5 660
West Virginia 3 68 33 2 405
Wisconsin 281 118 83 5 467
Wyoming 32 16 3 i 57
Puerto Rico 1,143 178 156 1 1,478
Indian Tribal Org. 0 0 49 73 122
Virgin Islands 25 6 7 g 33
Guam 22 4 ) 0 31
American Samoa 3 0 0 0 5
Dept. of Defense 0 4 0 1 5
Other Qutlying Areas ¢ 0 't 2 2
Total 27,782 8,681 3,924 376 40,764

Notss: Based on current service program Ievel for food assistance programs in

Depariment estimates of September 1994, The Food Stamp Program total
includes Nutrition Assistance Program in Puerto Rico and Amerncan Samos.
The WIC total includes anticipated Health Care Reform spending, The grand

total excludes Food Program Administration,

Totals may not equal sums of individual cells due to rounding.
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COMPARING THE CHILD SUPPORT PROVISIONS OF THE "WORK AND RESPONSI-
BOLITY ACT OF 1994" AND THE "CONTRACT WITH AMERICA"

O The Wark and Responsibility Act has a comprehensive pian to improve child suppont
enforcement, the Contract With Awmerics does nol.

The Work and Responsibility Act includes a comprehensive proposal to improve the child
support enforcement gystem by establishing peternities, ensvring fair child support award levels, and
eollecting support that is owed. The Contract with America does not include a comprehensive plan
to improve child support enforcement, It includes enly three provisions thut have a significat
impact on the system - and these could have 2 detrimental effect. These provisions are in the
"Personal Responsibility Act”" and the "Family Reinforcement Act”. {The Work and Responsibility
Act has 140 pages devoted o child support enforcement, the Coutraet with America has 4.5},

C The Republican bill impeses a cap on spending for child support programs, with potentially
devastating resulis.

The Porsonal Responsibility At would impose & cap on aggregate spending for a numbser of
sacial programs for the poor, These programs include Supplamental Security [ocome (S31) for the
disabled, AFDC, the at-risk child care program, Jow income houstng, and ghild support enforcement.
A cap would convert the programs - like SSI, AFDC, and chiid support enforcement - Into non-
entitlement programs, The funding level would then have to be set cach year by appropriation,
Budget constraints In future years and the expectation that some of these programs are projected 0
increase more rapidly than inflation (like SS1 end the AFDC work program} could mean that these
programs, including child support, would almost immediately face substantial cuts.

These projected cuts would have s devastating effect on the abiliey of chiid support
enforcemnent programs, already faced with massive caseloads, 1o provide basic services. Since the
child support program is cost effivient {rearly four dollars in child support is collected for every
dotlar invested) and since collections is AFDC cases reduce weifare costs, subjecting chiid suppont
enforcement to tlus cap is especially shortsighted. And since the Contract with America also
includes massive cos in AFDC eligibility, the boportance of effective child support enforcemant for
these Faunities will ouly grow.

O The Republivan bill would deny benefits to chifdren whe do not have pateraity established,
even if the mother was willing to fully cooperate in efforis to establish paternity.

The Personal Responsitnlify Act also proposes that children for whom paternity 8 not
legally established would be ineligible for AFDC, Paternity establishiment i5 a lggal process, often
through the couns, that {akes as Jong 85 one or two years for the child support agency 1o complate,
Thus, wnder the Republican propasal, even if the mother fuily cooperated and gave the name and
address of the father, the child could be denied benefits for the period of time # took to euablish
paternity. In a single year, 26 percent of new applicant children wouid be denied AFTXC benefits
because paternity was not established at the time of application.

This requirement applies 1o all new applicant children, sven those who are now ten or
fiffcen vears old. In cases where the ¢hild is older, states find 3t much more difficuft and time
sonsuming to establish paternity because ofien no contact has been maintained and the mother does
not know where the father 1s. And if the father can not be focated, the child would aever receive
benefits.
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O The Repablican B would establish 3 national sitested work program for non-custodial
parents.

The Family Reinforcement Act containg only oue child support enforcement measure of any
significant consequence. [t would establish work requirements for non-tustodiai parents with child
sugport arrearages. If non-costodial parents did not get jobs or pay support alter receiving notice,
they would be required to enter & wark program and work at least 35 hours per week, There 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 childres receiving AFDC are in arrears, 50
implementing such a program on 2 national scale would create overwhelming implementation
problems. {Ard this would compound the states” administrative difficulties in placing an estimated
1.5 million AFDC recipients in work slats by the year 2001 under the Republican work program.)
While it might increase collections, ne ene can predict whether it would be cost-etfective or what
other inpacis it might have. For instance, since the proposal does sot provide for 2n administrative
system to order people to work and enforce such orders, the courts would bear this responsibility.
Increasing the caseload of already overbusdened courts would ttmit their ability to deal with criminat
and other types of cases,

¢ The Administration’s plan is a comprehensive plan, based spon proven and widely
accepted reform initiatives.

The Work and Responsibility Act takes an entirely different approach 10 child suppon
enforcement. It is a comprehensive proposal that reflects a growing consensus among child suppon
professional on how to copstructively reform the system and dramatically increase both paternity
establishment and collections. It is based heavily on the recommendations of the U.8. Commission
on Intesstate Child Support Enforcement and best state practices that have already proven to be
suecessiul,

The Work and Responsibility Act mciudes tough paternity estabiishment requireraents,
building on the in-hospits! paternity establishment programs already enacted as part of OBRA 1853,
and further streamlining the paternity cstablishment process. Economie incentives will encourage
states to establish paternities for all births, regardless of welfnre status. Mothers must cooperate in
establishing paternity under tew sirict reguiraments prior 1o receiving welfare benefiis, However,
uniike the Republican proposal, a child whose mother has fully cooperated would get benefits as
sgon as she has provided full infermation and requirements would then be smposed on the state to
establish patemity quickly, This is a much more balanced and fair approach.

The Work and Responsibility Act ensures that child sepport awards are falr and reflect the
current ability of the noncustodial pareit to pay support. Child support distribution rules will
support families who move from welfare o work and pramote Tamily reunification,

The Work and Responsibility Act modemizes the cluld support system, requiring states fo
have central child suppon registries and fracking systewms so that enforcement action can be taken
immediately when payments are missed, It includes a Navional Clearinghotise 0 help track parents
across state lines mwd immediately impose wage withholding orders when someone goes 1o work, [t
provides for simpler admigistrative enforcement remedies and tough enforcement tools such as
jicense revocations for thoss parents who have the ability to pay but refuse ta do so. Finally, it
provides sufficient funding for the program through a new funding formula that uses performancs-
hased incentives to enwourage states to improve their progrems.

The Work and Responsihility Act aiso focuses on efforts 1o get nou-custodial parents 1o
work by providing funds for education and training programs through the JOBS program, ar state
option, Non-tustodial parents can be required to work off the support they owe, but unlike the
Republican plan, states are given flexibility in designing programs 10 meet thege goals.

ooy
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I short, the Contraet with Amerien does alimost aothing 0 improve child support
collections for the average {amily, The child support provisions if does inclade are untested
9aud could have a negative impact on millions of chifdren and families. It would undoubtedly
vesult in reduced funding for state programs, detrimentaily affecting the ability of programs to
eoileet child support. The Wark and Responsibility Act is vastly more comprehensive and
reflecis a consensns that child support enforcement can be dramatically improved if the states
kave the toois and rescurces to do the job.



Comparison of Work and Respounsibility Act and the Personal Responsibility Act

Waork and Responsibility Act

Personal Respensibility Act

AFT

Benefit Cut-
offs

refuse to work in subsidized job
or who refuge a private sector
job offer. Persons willing to
work who cannot find a private
sector job can get help, but only
if willing to work for benefits.

WORK

Job Search/ | Employable recipients required | None, State option.
Training to participate in job search,
Requirements | education, and training activities

immediately.
Work Work required of ALL Fifty percent of all recipients
Reguirements | employable persons after 2 must eventually be in workfare

years. or other work activity.
Sanctiens and | No benshis for persons who No benefits for persons who

refuse to work or who refuse a
private sector job offer, All
persons permanently cut off
after 5 years (state option 2
years) even if they are willing
1o work but can't find a job, or
unzbie to work due to

rather than process,

disability.
Protections for | Persons with digsabilities Qr'; None.
Disability parents canng for disabled child
sxempted unitl able © work.
RESPONSIBILITY
Child Support | Dramatic improvements in child | Few child support provisions
Enforcement support, including central state and a cap which would
registries, license revocations, actually reduce resources for
(W enforcement {child suppont
bill promised later.}
Paternity No AFDC benefits until state No AFDC benefits for child
Establishment | certifies applicant has untt! paternity has been
cooperated fully in paternity gstablished - whether or not
establishment. State then mother has cooperated fully
required to locate father within |- and whether or not state has
! year, made a serious effort to locate
the father,
Fraud Improved information systems Nene.
and data collection to reduce
welfare fraud and catch those
who owe child support.
Performance New state performance No changes.
Measaes measures based on placement




TEEN PREGNANCY, REACHING THE NEXT GENERATION

Teen Parents Mothers under 18 must live at Children born to mother under
' home, identify their child's 18 (state option under 21)
father, and stay in school to get | permanently denied aid for
benefits. Comprehensive case their entire childhood.
managers for teens. '

Teen Community based pregnancy None

Pregnancy prevention initiatives in 1000

Prevention schools. Comprehensive

Initiative . pregnancy prevention
demonstrations,

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

Phase-in Youngest recipients phased-in States encouraged to phase-in
first. recipients with oldest children.

OTHER PROVISIONS

Legal Sponsors held financially Legal immigrants barred from

Immigrants accountable for legal virtually all public benefits.
immigrants,

Nutiition None Food stamps, WIC, child

Cuts/ Block nutrition programs converted

Grants into single block grant with

very few conditions and cut by
12%.

State option for AFDC block
grant.

Benefit Eligible persons can always Entitlement to AFDC, SSI, and

Protections enroll, nutrition programs ended.

Programs become
discretionary. Aid might be
denied because annual budget
is exhausted.
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‘Tot Bruce Raed
Kathi Way
From: } id T. Ellweood
#e: attached summary of Personal Responsibility Act
Date: November 17, 1994

Leon Panetita asked for the attached summary of the Personal
Responsibility Act. The analysis is very preliminary.

Zoagrons



THE SECRETARY OF REALTHW AND #UMAN SERVICES
rrAFvanIATON, (B4, 20782

3 MEMORANDUM
ooy
Te: Leon Panetta
Carol Rasco
Alice Rivlin
From: Donna E. Shalals
Subject: Welfare Provisions in Republican Contract With America

This accompanying paper describes the Personal Responsibility Act {or PRA) contuned as
part of the Republicans’ Contract With America, indicating both the key provisions and the
ikely impact they will have. Undsrstanding the differences between this propoesal and the
original Republizan plan (HR 3500) will be crucial as we begin to work with Congress

fuifill the Administration’s longstanding commitment o welfare reform,

¢e: Laura Tyson, Robert Rubin
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Brief Description and 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 prehminary analysis.

It 1s important 10 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 bult 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 the 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 1s simply reducing the welfare caseload, in large part by dramatically limiting eligibility
for children bom to unmarried mothers and an unconditional cutoff of assistance (including
any sort of work opportunity) after five years.

Section-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:

L Reducing Dlegitimacy (16 pages)--This section denies cash aid to all children bomn 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 exceptions, even for rape or incest. States have the additional option of
permanently denying both cash and housing aid to children bom 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 bom 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 million children) of all children currently on AFDC
insligible for aid.

IX. Requiring Work (8 pages)-This section requires that a2 certain percentage of the caseload
be required to work at least 35 hours per week {or 30 hours plus 3 hours of job search) 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 vartation in AFDC benefiss. For
example, under PRA, some famibies in Mississippi would be required to work 140 houwrs for a
$120 monthly grant, plus whatever nutrition assistance was available. The legislation appears
unclear as to whether states are required to provide child care either during work or program
participation.

All other federal requirements for participation in educetion 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 Jeast 12 months of being required 1o work), states may
permanently terminate eligibility. After an absolute maximum of 60 months, states must
unconditionally and permanently terminate eligibility. 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 § years gven if they are were willing o work for their
benefit.

1. Capping the Aggregate Growth of Welfare Spending (3 pages)--This section caps the
aggregate growth of AFDC, 881, housing assistance and JOBS, It also reclassifies AFDC and
$8I a3 discretionary rather than entitlement programs, thus benefits would rot be guarantesd.
The cap is set at current expenditures, plus inflation and the growth in the poventy rate.
However, because the expenditures would be discretionary, money would have to be
separately appropriated each vear. The bill does not specify what happens 1o persons whio 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 2 waiting list. Because
these provisions apply to both AFDC and S51, large numbers of disabled and slderly
Americans, as well as young parents, would be affected,

V. Resticting Welfare for Aliens {5 pages)--This provision eliminates the eligibility of most
fegal immigrants for 60 Federal programs incloding AFDC, 851, non-emergency Medicaid,
foster care, nutrition programs and housing assistance. The provision is retroactive in the
sense that current beneficiaries under sge 78 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. Consolidating Food Assistance Progrums (15 pages)--This repeals essentially all food and
nutrition programs, including Food Stamps, WIC, school lunch and other programs, replacing
them with a $35.6 billion discretionary appropriation paid out as a block grant with a very
limited set of "strings” (It must bs spent on "nuintion 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, ¢tc.) It also requires that many recigients of state food aid work. Qur
preliminary estimate 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 distmbution formula would

also significantly redistribute the current flow of nutritton funds to states, with low AFDC
benefit states hit the hardest.

V1 Expanding Statutory Flexibility of States (5 pages)~This allows states to convert AFDC
into a federal block grant equal to 103% of the 1994 federal expenditurss. The only
requirement is that the money be used to fund a system of cash payments 10 nesdy families
with dependent children. No state maintenance of effort is reguired. It containg numerous
other smaller provisions such as an allowance to pay interstate migrants at the old state’s
benefit Jevel, an allowance to require schoal attendance of all children, "married couple
transition benefits,” and microenterprise changes,

VI Drug Testing for Welfare Recipients {1 page)--This requires all persons determined by
the state to be addicted to drugs or aleshol to participate in wreatment (iF available) and be
penodically tested for drugs.

Overall Effects
Results are stil] preliminary, bus initial work suggests the following:

o Burdens on states would increase dramatically, States could lose at least 35 billion a
year in federal matching funds for AFDC, although states do retain the option of
taking 2 block grant for their current AFDC allotment, In addition, states would be
agked to design their own nutrifon programs 1o replace food stamps, WIC, and other
existing programs for 85 billion per year less than is currently provided by the federal
government. Close to $5 billion per year now going to support legal immigrants on
SS1, AFDC, and food stamps would be lost. Demands on state child welfare systems
are aiso likely to increase,

¢ 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 uneonditional 60 month cuteff 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 nesded to dstsrmine the effects of the bill over time,
nearly a third of children on AFDC appear o be ineligible immediately, and ultimately
at least 60% of children would be cut off. Thus 5-6 million children would eventally
be affected. )
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THE SECRETAR Y OF MEALTH AND MUMAN SERVICES
WASHINGTON, B4, 3020)

& MEMORANDUM
MY 17 1
To: Leon Panetig S *95
Carol Rasco
Allce Rl'%&
hgaia
Subject: Welfare Provisions in Republican Contract With America

This sccompanying paper descnbes the Personal Rasponsibility Act {or PRA) contained as
par of the Republicans’ Contract With America, indicating both the key provisions and the
likely impact they will have. Understanding the differences between this proposal and the
original Republican plan (HR 3500) will be crucial as we begin to work with Congress to

fulfill the Administration's longstanding commitment to welfare reform,

ce. Laura Tyson, Robert Rubin
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Brief Description snd Anslysis of the Personal Responsibility Act

The Personal Responsibility Act (or PRA) is the welfare reform bill contained 23 part of the
Republicans' Contract With America, The memo briefly describes its key provisions and
gives a preliminary analysis,

It is important to understand thas thers are major differences between the original House
Republican welfare reform plan introduced last vesr (HR 3500) and the Personal
Responsibility Act. Like the Administration’s Work and Respongibility Act, HR 3500 built on
the Family Support Act of 1988 and required participants fo engage in training and placerment
services for up to two years. It then required them to work if they had not found private
sector employmaent.

In contrass, while the PRA does require work for a portion of the caseload, it does not require
people to participate in the education or training services necessary to prepare them for work.
Indeed, it temoves the requirements and structure of the JOBS program which was the key
clement of the Family Support Act.  The PRA alsc does not create a “two years and you
work"” framework or contain any child suppont enforcement provisions, although there are &
limited set of child support enforcement proposals in other parts of the contract, Instead, 1ty
focus is simply reducing the welfare cageload, 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.

Section-by-Section Ansalysis

The Parsonal Responsibility Act contains the major welfare reform provisions of the Contract
With America. It has seven titles a3 listed below and runs 53 pages;

1 Reducing Megitimacy (16 pages)-This section denies cash aid to all children bomn to
unmarried tesnagers 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 exceptions, even for rape or incest. States have the additionel option of
permanently denying both cash and housing aid to children bom fo unmarried mothers whc
are between the ages of 18 and 20. The federal money saved by this provision is to be '
returned to the $tates for use in pregnancy prevention programs, orphaneges, 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 nesded to help locate the father, the child would sull remain ineligible
for cash aid. {The mother could continue o receive her portion of the grant) Both the
mother and child would remain eligible for Medicaid, Just over 0% of children on AFDC
are bomn out-of-wedlock, and in roughly two thirds of these casss, paternity has not been
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" established. The provision seems to be effective immediately. If so this provision slone
appears to render roughly one-third (3 million children) of all children curremtly on AFDC
ineligible for aid.

I Requiring Work (8 pages)--This section requires that a certain percentage of the caseload
be reguired to work at least 35 howurs per week (or 30 hours plus § hours of job search) rising
from 2% initally 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 fora
$120 monthly grant, plus whatever nutrition sssistance was available. The legislation appears
un¢lear as 1o whether states are required to provide child care either during work or program
participation.

All other faderal requirements for participation in education and training sctivities are
eliminated, effectively making the JOBS program, which was the core of the Family Support
Agt 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 10 work), states may
permanently terminate eligibility. Afrer an sbsolute maximum of 60 months, states must
unconditionally and permanently terminate eligibility. No exceptions are allowed, even for
persons suffering from illness or disability, advanced age or responsibility for a disabled child.
Families would bs cut off after 2 1o § years even if they are werg willing to work for their
henefit,

L Capping the Aggregate Growth of Welfare Sperding (3 pages)--This section caps the
aggregate growth of AFDC, S8, housing assistance and JOBS. [t also reclassifiss AFDC and
881 as diserstionary rather than entitlement programs, thus benefits would not be guarantsed.
The eap is set at current expenditures, plus inflation and the growth in the poverty rats.
However, bocauss the expenditures would be discretionary, money would have to be
separately appropriated sach year. The bsll does not specify what happens to persons who ars
qualified for one of these programs when the cap hes been excesded; there could be an
seross-the-bosrd benefit cut, or new applicants could be placed on 2 waiting list. Because
these provisions apply to both AFDIC and 881, large numbers of disabled and elderly
Americans, as well as young parents, would be affected.

IV. Restricting Welfare for Aliens (5 pages)--This provision sliminates the eligibility of most
legal immiprants for 60 Federal programs including AFDC, 881, non-emergency Medicaid,
foster care, nulrition programs and housing assistance. The provision is retroactive in the
sense that current beneficiaries under ags 75 would have their current benefits taken sway
after & one-year grece period. Some exemptions are included, for refugees, for example. We
estimats that approximately 1.5 million legal residents would be affected,

VY. Consolidating Food Assistance Programs {15 pages)--This repeals essentially sll food and
nutrition programs, including Food Stamps, WIC, school lunch and other programs, replacing
themn with & $35.6 billion discretionary appropriation paid ouwt a5 2 block grant with a very
limited set of "strings.” (It must be spent on "nutrition assistance” for porsons who are
ceonomically disadvantaged, at least 20 percent must ge for school lunch, breakfast, milk, or
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similar programs, et} It also requires that many recipients of state food aid work. Our
preliminary estimate is thet this $35.6 billion figure is 12% less than the spgregate $40.4
billion projected to be spent on such programs in FY. 1996, The distribution formula would
also significantly redistribute the current flow of nutrition funds to states, with low AFDC
bensafit states hit the hardest. !

V1. Expanding Statutery Flexibility of States (S pages)--This allows states to convers AFDC
into & federal block 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 dapendent children. No state maintenance of effort is required. It containg numerous
other smaller provisions such as an allowance to pay interstate migrants at the old state's
benefit level, an allowance to require schoo) ettendance of all children, "married couple
transition benefits,” and microenterprise changes.

VIL Drug Testing {for Welfare Racipients (1 page)--This requires all persons determined by
the state to be addicted to drugs or aleohol to participate in treatment (if available) and be
periodically tested for drugs.

Overall Effects
Results are still preliminary, but initial work suggesis the following:

o Burdens on states would increase dramatically, Stetes could lose ar least $5 billion a
year in federal matching funds for AFDC, although states do retein the option of
taking a block grant for their current AFDC aliptment. In addition, states would be
asked to design their own nutrition programs to replace food starmps, WIC, and other
existing programs for 85 billion per year less than is currently provided by the fedsral
government. Close to 85 billion per year now going 1o support legal immigrants on
$SI, AFDC, and food stamps would be lost. Demands on state child welfare systems
are aiso likely 10 incresse,

o A major effect of the bill would be 10 reduce the number of children receiving aid by
making them ineligible for benefits. Because of the patemnity establishment, teen
parent, and unconditional 50 month cutoff provisions of the PRA, millivns of children
would be dropped from AFDC, whether or not their parents were able or willing
work. While further analysis is needed to determine the effects of the bill over time,
nearly 2 third of children on AFDC appear 1o be ineligible immediately, and ultimutely
at least 60% of children would ba cut off. Thus 5-8 million children would eventually

be sffecred
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Welfare Reform -~ "Contract with America”

Five-Year Net Savings: vapproximately” $40 billion

Five~Year Bavings {in billiong)-

PDenial of "welfare® to non-citizens 22

{AFDC, S8, Food Stamps, and public housing)
et Midivasd .
: . -~
Cap on welfare entitlements ' 18 7%

(AFDC, SSI, echild care, CSE, public housing, and work programas)

Nutrition program digcretionary bhlock grant ) }f' 14
(Food Stamps, WIC, school lunches) 5%, .t '

Paternity establishment requirements 2

Total : : ' 53

Five~Year Costs {in billions}

Work program ’ : 2.9
{State disoretion to design; must meeb participation requirements)

State aptiQﬁs ’ 2
{Hot specified as to which options are 1nc1uded in figurei

Total | | . 11.9

.HNote - Thesge ére nct HHS or {MB estiéates.



Brief Description and Preliminary Analysis of the Personal Resporsibility Act

The Personal Responsibility Act {or PRAJ is the welfare reform bili 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 bietween the original House
Republican welfare reform plan introduced last vear (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 o engage in training and placement
services for up 1o 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 the e¢sseload, it does not require
people to participate in the education or training services necessary to prepare them for work.
Indeed, 1t removes the participation requirements of the JOBS program which was a 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
fmited set of child support enforcement proposals n other parts of the contract. Instead, itg
focus is simply reducing the welfare caseload, in large part by dramatically hmiting eligibility
for children born to unmarried mothers and an unconditional cutoff of assistance {including
any sort of work opportunity) after five years,

Section-by-Section Analysis

The Personal Responsibility Act contains the major welfare reform provisions of the Comracz
With America. It has seven titles as listed below and runs 33 pages:

I, Reducing Hlegitimacy (16 pagesy-This section denies cash aid to all children bom 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 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 morey saved by this provision is to be
returned to the states for use in pregnancy prevention programs, orphanages, or sirntlar
programs, but cannot be used for direct support of the children or families. A family cap is
reguired in every state

H

The bill also denies cash benefits to children bornto mothers of any age for whom paternity
has not been esisblished. In other words, even if the mother had cooperated fully in
providing information needed to help locate the father, the child would sall reman ineligible
for cash aid. (The mother could continue to recetve her portion of the grant} Both the
mother and child would remain eligible for Medicaid. Just over 30% of children on AFDC
are born out-of-wedlock, and in roughly two thirds of these cases, paternity has not been |



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

H. Requiring Work (8 pages}--This section requires that g certain percentage of the caseload
be required to work at least 35 hours per week (or 30 hours plus § hours of job search} rising
from 2% initially to 50% after the year 2002, This applies to all persons regardiess of the
size of the grant they receive or the current stale-by-state vanation in AFDC benefits. For
example, under PRA, some families in Mississippi would be required to work 140 hours for 2
$120 monthly grant, plus whatever nutrition assistance was avalable. The legislation appears
unclear as {0 whether states are required to provide child care aither during work or program
participation,

All other federal requirsments 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 1o work), states may
permanently terminate eligibility. After an absolute maximum of 60 months, states must
unconditionzally and permanently terminate eligibility, 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 § years even if they are were willing to work for their
henefit. '

HL Capping the Agpregate Growth of Welfare Spending (3 pages)--This section caps the
aggregate growth of AFDC, 881, housing assistance and JOBS, [t also reclassifies AFDC and
S8I as discretionary rather than entitlement programs; thus benefits would not be guaranteed.
The cap is set at current expenditures, pius inflation and the growth mn 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
gualified for vne of these programs when the cap has been exceeded. there could be an
across-the-board benefit cut, or new applicants eculd be placed on a waiting hist. Because
these provisions apply to both AFDC and 881, large numbers of disabled and elderly
Americans, as well as young parents, would be affected.

IV. Restricting Welfare for Aliens {5 pages)-This provision elinnnates the eligibility of most
legal immigrants for 60 Federal programs including AFDC, 881, non-emergency Medicaid,
foster care, nuirition programs and housing assistance. The provision 1s retrosctive in the
sense that current beneficiaries under age 73 would have their current benefits taken away’
after a one-year grace pencd. Some exempiions are included, for refugees, for example. We
estimate that approximately 1.5 million iegal residents would be affected

V. Consolidating Food Assistance Programs {15 pages)--This repeals essentially all food and
nutrition programs, including Food Stamps, WIC, school {unch and ather programs, replacing
them with a $35.6 billion discretionary 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
sconomicaily disadvantaged, at least 20 percent must go for school unch, breakfast, milk, or
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similar programs, ¢tc.} It also requires that many recipients of state food aid work, Qur
preliminary estimate 18 that thie $35.6 billion figure is 12% legs than the agpregate $40.4
bithon projected to be spent on such programs in FY 1896, The distribution formula wouid
also significantly redistribute the current flow of nutrition funds to states, with low AF{}C
benefit states hit the hardest.

VYL Expanding Statutery Flexibility of States (5 pages)--This allows states ta convert AFDC
into a federal block 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 langeage 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 numsrous other smaller provisions such as an allewance to pay intersiate
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 Diug Testing for Welfare Recipients {1 page)--This requires all persons determined b*ya
the state to be addicted to drugs or alcohol to participate in treatment (if avatlable) and be
periadically tested for drugs,

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

o Burdens on states would increase dramatically,  States could lose at least $5 billion &
year i federat matching funds for AFDC, although states do retain the option of
taking 2 block grant for their current AFDC allotment. In addition, states would be
asked to design their own nutritton programs to replace food stamps, WIC, and other
existing programs for 35 billion per year less than is currently provided by the federal
government. Close 1o $5 billion per year now going to support legal immigrants on
SS1, AFDC, and food stamps would be lost. Demands on state child welfare systems
are also likely to increase, '

o A maor 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 wlling to
work. While further analysis 18 needed to determine.the effects of the bill over time,
neatly a third of ¢hildren on AFDC appear to be ineligible immediately, and ultimately
at jeast 60% of children would be cut off  Thus at least 5 mithon children would
gventually be affected. 1If states adopted a cut off of children born to mothers age 18-
21, or imposed a 2 year cutoff, the impacts would be aven greater, Noteg, however,
these effects could be signmificantly mitigated if states mstead accepted the block grant,



though then state behavior would be unknown. Since no state maintenance of effort
is required, some states might significantly cut back thew own expenditures and reduce
suppori 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
Americy” would deny AFDC benefits 1o af least half the fumilies and children that would receive
aid under current law, according t 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
milion families and more than five million children currently receiving assistance would be
ineligibie for benefits. 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 bom when thelr parents are receiving welfare,

Cuts in a Wide Range of Poverty Programs Total Much Larger
than in the Early 1980s

The report also noted that the PRA containg reductions in a range of benefit programs tor
the poor that substantially exceed the reductions enacted during the early 1980s. Among the
programs subject to cuts. according to the Center, are the Supplemental Security Income (551}
program for the elderly and disabled poor, child care assistance for low-income working mm; 18
that are not on welfare, child support 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 benefits for fow-income
families and individuals of about 357 billion over the four-year period from 1996 to 1999, with
the cuts growing with each gassing year. By 1999, the cuts n basic entttlernent programs for the
poor would be dovble the combined effeets of the cuts in poverty pregrams enacted during
President Reagan’s first two years,

The bill also would alier a key feature of the safety net under which programs such as
foud stamps and free school lunches for poor children expand during recessions when
unemployment and poverty rise, the study noted. Under the PRA, some low-income families or
eiderly people could be denied benefits during such periods. Aliernatively, kow-income families
could be placed on waiting lists or benefits for all eligible famihies could be cut across-the-board,
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The Center's anabysis also examined the new work requirements that the bill establishes,

"By 2001, an estimated 1.5 siillion recipients would be required to work 33 hours a week for
o their ald, e the typical state, these work slots would “pay” $2.42 an hour for a mother in a

fantily of three, the report said, well below the $4.25-an-hour minimum wage. In Mississippy,
reeipionts would be “paid” 79 cents an howr,

Time Limits

OF particuiar note, according 1o the report, is the PRAS time limit, Unlike President
Clinton’s proposal and other bills (including earlier Republican bills) that atlowed or required
states 1o provide work shats to families that reached a time limit, the PRA would end eligibitity
for both work slots and cash aid. Mothers who accumulated five years o welfare over their

C fifetime (or as litthe a8 Two years, ot state option) would be permanently barred from receiving

either further cash aid or a work slot. Mothers willing (0 wirk but upable o find an
unsubsidized job to support their children — including mothers who had faithtully worked
nearly full-time for several years in a work siot — would be denied sid once they had passed the

T timpe limit,

There would he no exceptions or extensions w the time Himit, the report noted, This
racans, for example, that families headed by parents who are temporarily disabled or caring for
disabled children would be removed from the rolls upon reaching the time limi. Children
recetving AFDC who live with elderly grandparenss would be subject to the time limit as well.

In addition, in o state choosing a two-year time Iimit, a mother who received welfare for
twir years i her early twenties, lefi AFDC and worked for 10 years but then needed 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, ofien because they

find jubs, the Center said. The sume data, however, show that many of those whao leave welfare
subsequently return, often because they ose the low-wage jobs they obtain,

“The PRA differs in important ways from — and is much less balanced than — other
recent welfare reform plang, including an earlier plan offered by a majority of House
Republicans,” said Isaac Shapiro, the Center’s acting co-director and cu-uuthor of the report,
"The Act beging to dismantle basic features of the safety net, even for poor parents who want o
work and have met all work requirements imposed on them.”
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Sweeping Provisions
In addition 1o the time limit, the Bill's provisions include:

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

. A denial of benefits for children whose paternity has not been legally established.
this includes 29 percent of all children currently on AFDC. These children would
be instigible regardiess of whether their mothers were cooperating with state
efforts to establish paternity. Paternity establishment is usually neither swift nor
certain, the report said, and state bureaucracies frequently ke one 10 two years o
establish paternity in a case affer 2 mother has provided the relevant information.
The children in guestion would be denied benefiis during this iengthy process.
Children 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 w
disqualify more thas half the low-income children who would be eligible for aid ender current
law. Five to six million poor children would be rendered ineligible for any cash assistance. On
average, 9.5 mallion children received AFDC in 1993, Simularly, at least 2.5 million of the five
million famifies now receiving assistance would be made wholly tneligible for AFDC if the PRA
were felly in effect,

Many families made ineligible for assistance would likely be unable 1o provide basic
necessities for their children. There is a stronp sk, the report warned, that an already~ Crdroimne
&yez“burde_med foster care systeriwould then be asked to find foster care and institutional ,wﬁv.s > sobye
placements for largé GMbERs Of children whose parents were forced to give them up because |
they were destitute.

Reductions in Other Safety Net Programs

The Act would reduce other pragrams for the poor in addition 10 AFDC, It woold:
merge federal food assistance programs for poor households into a block grant and set the block
grant’s funding level several billion dollars below the levels needed 10 maintain current benefits;
place a number of other major programs for low-income households under an expenditure cap
that would require large cuts in these programs; and make poor legal immigrants meligible for
ncarly all government benefits and services.
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The PRA would cut about $1% billion over four years from food assistance programs, the
~ Center said, Viraldly all domestic tood programs, inchuding food stamps and the school lunch
program, would be consolidated into a block grant. The bill would set a ceiling on how much
could be appropriated for the block grant, placing this ceiling several billion dollars a year bekow
{?2& funding level needed o muintain cuvrent levels of food assistance.

A substantial majority of the cuts in food assistance would be targeted on families that
are now ;lzg;bie fzzr 20{}»:} stamps. Awm{‘zme to these famiitee wml{i bc redacw zzlmusi $4
JW”Z@TEE;:» [.;er person per meal, Mmut two- thll‘d‘% of fn(}d stamp beneﬁuurlcs arg c:hﬂdre_g}_a_r
elderly or disabled people. h

programs for the f:zi}iﬁi“ {Mzmw for the eis.fefiy and disabled poor; {zbe child supporty ~&.
enforcement fogra amy (which helps establish paternity); 4 key child care program for working
poor families not on weifare: low-income housing programs: and AFDC, The cap governing
these programs would be set at 4 level well below what the programs would cost under current
daw. This would reguire these programs to be cut $18 billion in the three-year period from 1997
to 1999, according to estimates from the House Republican conference. The cuts would grow
larger with each passing year. foond the Center.

The bill also would convert Jow-income benefit programs that are now entitlements, such
as AFDC and 881, into non-entitlement programs, Eliminating the entitlement status of these
programs would weaken their ability to coshion families and the elderly against economic
shocks or other unexpected developments. If funding proved insufficient during « fiscal vear for
SSTor AFDIC — as could ocour during an economic downturm when poverty mounted or if a
greater-than-expected number of poor elderly people applied for SSI— either benefits would
have to be reduced, some eligible people would have to be denisd assistance, waiting lists would
have to be ceented, or additional state funds would have to be spent.

Foodd stamp-type assistance and school lunch programs would lose entitiement status as
well, Funding for free school meals for poor ¢hildren and food stamp-type assistance would no
longer expand automatically during recessions when uniernployment and poverty climbed.
' Legal Immigrants Hit Hardest
The PRA also would make most fegal immigrants ineligible for nearly 2! health, educa-
‘tion, job training, housing, social service, and income assistance programs, the study said.
{Hiegal immigrants are already meligible for most programs.) For example, legal immigrants
disabled on the job in the United States would be ineligible for S31 benefits, Non-citizen
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migrant farm worker families legally in the United States could not have their children treated at
a migrant health center, Legal immigrants who are children would be denied access to foster
care payments if their parents died and could not be screened for lead poisoning.

Legal immigrant children also would be ineligible fo programs. These
programs currently cover immigrants partly to help avoid the spread of contagious diseases that
could infect children who are U.S. citizens. Legal immigrants are subject 10 the same taxes as
U.S. citizens,

Net Budgetary impacts

Overall, the bill would reduce safety net programs 337 billion over four years, the Center
said, noting that cuts of this magnitude are unprecedented in programs for the poor. The cutsin
AFDC, SSI. food stamps and Medicaid would be@6uble the S35 6f The cuts made in these
programs by the budgets enacted in 1981 and 1982, when the previous deepest reductions in
poverty programs were made. The programs targeted for cuts represent a small fraction of
federal spending: AFDC, $81, and food stamps combined account for 4 percent of federal
expenditures.

An Unbalanced Proposal

“People across the political spectrum agree that welfare needs fundamental reform,”
Shapiro said. “There is also wide support for further efforts 10 reduce the federal budget
deficit.”

“The PRA, however, does not strike 2 responsible balance between these goals and the
seed to mainiain a basic safety net beneath poor children, the elderly, the disabled, and other
vuinerable groups. The bill would make deep cuts in vital programs without helping welfare
recipients earn their way out of poverty. Increases in poverty, homelessness, and hunger for
mitlions of children almost certainly would result, and states would likely be saddied with
significant added costs ax they face the destitution created by these harsh policies.”

The Cemer on Budget and Policy Priosities 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. 1t is supported primarily by foundation grants,
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Contenis

Included in this packet are:
. The summary of the Center on Budget and Policy Priorities’ analysis of
the Personal Responsibility Act.

. An appendix on the overall impact of the Personal Responsibility Act on
children, including a description of how the Center estimated the
rumbers of children and families who would be denied AFDC benefits.

The Center’s full report on the PRA will be available the week of November 28th.



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 candidates. 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 feast about $57 billion over the four-year period from 1996 to 1999, with
the cuts escalating 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 paternity
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



five years; regardless of their circumstances, these families couid never
receive assistance again. States wouid have the option of ending welfare
assistance for fanulies after they receive aid for a total of two years. The
PRA would not provide work opportunities for parents who reach these.
time limits and are unable to find jobs even if 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
large fraction of recipients would be required to work their benefits off at
“wages” that would equal $2.42 an hour in the typical state and range as
low as $0.79 an hour in Mississippi.

o In combination, various PRA provisions that would prevent certain
categories of children from receiving AFDC benefits and the mandatory
time limit would ultimately deny assistance o a substantial majority of the
children who would be eligible for AFDX under current law. If the
provisions were fully in effect today, more than five million children
would be dended AFDC., At least 2.5 million fewer families would receive
AFLIC 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 Suppaort 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 cannot
find a job. The bill 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
well 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 dismarntle the
basic features of the safety net that provide vital support to people in need.



Budget Provisions Would Reduce Benetits 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 billion 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 status; and (3) make poor legal immigrants
ineligible for nearly all government benefits and services.

Food Assistance Programs

The PRA would cut an estimated $18 billion over four years from food assistance
programs. Virtually all domestic food programs, including food stamps, WIC, and the
school lunch program, would be consolidated into one block grant, thereby ending
their “entitlement”status. The bill would set a ceiling on how much could be
appropriated for the block grant each vear, 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 four-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 percent

of food stamp househoids live in poverty. s, ooy pyer o sheve fewcl it of- Hecundiy poa

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 additional state funds, or implement some
combination of these approaches.

The New Caps and the End of Entitlement Status

The PRA would impose a cap on aggregate spending for an array of important .
programs for the poor: Supplemental Security Income (S81}; 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 at risk of going onto the AFDC
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“program if they cannot secure affordable child care); an low-income housing
programs. The cap governing these programs would be set at a fevel well below what
the programs would cost under current law,

; The impact of these caps would first be felt in fiscal 1997. According to estimates
from the House Repabi:can Conference, the caps would cut spending by $18 billion in
the three-year period covering 1997 to 1999, The magnitude of the cuts would grow
each year.

The bill also would convert the programs in this group that are now entitiements
- such as AFDC, 551, and the child support enforcement program - into non-
entittement programs whose funding level is set each year through the appropriations
process. Since the budget constraints governing non-entitlement programs are likely to
become 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 entittement status of these programs would also undercut their
ability to cushion families and the elderly against economic shocks or other unexpected
developments. If funding pwved insufficient during a fiscal year for AFDC or 58] v
as could occur during an economic downturn or if a greater-than-expected number of
poor elderly people applied for SS1 — either benefits would have to be reduced, some
eligible people would have to be denied assistance, additional state funds would need
to be spent, or waiting lists would be created.

. Ending these programs’ entitlement status also is problematic because the FRA's
formula for adjusting the cap from year to year is flawed. 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 lag almost three years
behind the actual change in the number of poor people. Had the PRA been in effect in
recent yvears, the cap governing these programs would have been subject tc a
downward poverty adjustiment in 1990, 1991, and 1992 — years in which
uaemploymmt rose — o reflect the decrease in the number of poor people three years
aarizaz in 1987, 1988, and 1989, which were recovery years.

Legal Inmsmigrant 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 same 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, 851, and most Medicaid
services to these legal immigrants would result in benefit reductions totaling
approximately $18 billion from fiscal years 1996 to 1999,

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

. Poor immigrants granted| political asylumjor parole in the United States °
because they face danger of persecution in their country of origin would
be denied all subsistence aid except emergency medical services.

. Legal immigrants disabled on the job in the United States would be
denied 55! benefits; non-citizen migrant farm workers iegally in the
United States could not have their children treated at migrant heaith
centers; and legal immigrants who are children would be dended access to
foster care payments if their parents died. ’

. Some programs indirectly help American citizens by assisting
immigrants. Immunization and preventive health programs cover
immigrants parily to help avoid the spread of contagious diseases that
could infect U.5. citizens. Pre-natal care and nutrition benefits are
provided to pregnant women partly to reduce the likelihood that their
children - who will be 11.S. citizens — will be born with significant
heaith probiems and need costly health and special education services.
All such assistance, 0o, 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 fow-income programs under the PRA would total about $57 billion over four years.
The cuts would grow rapidly, equaling $21 billion in 1999 alone.

By 1999, the cuts in basic enhitlement programs for the poor — AFDRC, 851, food
stamps, and Medicaid — would be double the combined effects of the cuts in these
program enacted during President Reagan’s first two years.



This would exact a steep price from programs that represent a small portion of
federal spending. AFDC, 581 and feod 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 four years {fiscal years 1996 1o 1999) differs significantly from the House
Republican Conference estimate of about $40 billion over fiue years {fiscal years 1995 to
1996). One part of the explanation is that the estimates for 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 fiscal 1995 in
their estimates even though the PRA would not begin to take effect until fiscal 1996.
" Naturally, the estimates for fiscal 1995 are therefore zero. So the Conference cost
estimates are themselves four year estimates. Under either method, five year estimates
that would include fiscal 2000 would be more than one-quarter higher since the size of
the reductions escalate each yvear. Because of data imitations, however, precige
estimates for the year 2000 are unavailable.

. Denying Assistance to Poor Chiidren

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 unmarried 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 te Young Unmartied 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
foud stamp program is repealed and putinto a diseretionary block grant,
these families alse could be dended food assistance if their state chose o
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.



» In general, as long as their mothers remained unmarried, these children
would remain ineligible for cash assistance throughout all of their
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. Sheis bt
now 27 years okd 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
ineligibie for assistance throughout their childhoods, a large proportion of AFDC
families would be affected. More than one in ten families currently receiving AFDC
was begun by an unmarried mother under the age of 18. In states that took the option
to deny assistance 16 children born to unmarried mothers under 21, the number of
children denied assistance would generally more than double.

Paternity Establishment

Children for whom legal paternity has not been established would also be
desued 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 wouid be eligible for AFDC benefits, as long as she
cooperated with the child support agency. Also, if the 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 limited exceptions, would be ineligible for assistance.

This provision would apply to children of all ages and to those already receiving
welfare, So a mother with a ten-year-vld chiid 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.



wits The process of patermty establishment often takes a long time even if a mother is
i cooperatmg The state agencies charged with helping families establish paternity and
«child support orders are often overburdened and unable to assist families in a timely
- mazmer Many child support caseworkers are responsible for as many as 1,000 cases.
wUnder federal regulations, a state child support agency has 18 months to establish
}_fpatermty after the father is located, and states often take longer than that; under the
» PRA, children would be denied AFDC in the meanwhile.
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}{ Furthermore, state paternity establishment rates vary widely. Atone extreme,

2  West Virginia established paternity in 85 percent of the cases that needed paternity
legtabizshed 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,
-however, children living in states which have poor records of establishing paternity

( wc&zid be especially likely to be denied eligibility for AFDC.

“ 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

js aiready-overbwdened program would be faced with reduced federal resources.

Child Exclusion

The bill also includes a “child exclusion” provision {sometimes called a “family
ca;z “} that denies AFDC to children born to families already receiving welfare or to
i . families that received welfare at any time during the 10 months prior to the child’s
: birth. 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
icase of a married pregnant woman who has one child. Suppose her husband deserts
-‘the family, and she receives assistance from the AFDC program to meet basic needs
R *:im‘mg the latter months of pregnancy. Her newborn would be ineligible for assistance

thmugha ut his or her childhood even though the child was conceived while the mother
swas married and not on welfare.

G
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Child exclusion proposals are often based on the belief that AFDC families are
large Some 73 percent of AFDC families, 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

,asmcmted with an additional child have little bearing on the likelihood that a woman
w;j} have another child.
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Orphanages and Adoptions

The bill allows states to use the money saved from denying assistance to
children born to 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 neglectiul, 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-of-Wedlock Births

The above provisions stem in large part from the view that welfare is the
primary factor behind out-of-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 their fathers, research does niot suggest that
welfare is the primary factor behind out-of-wedlock childbearing. Out-of-wedlock
childbearing is a complex, society-wide phenomenon not limited 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 pov erty 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 out-of-wedlock does not represent
serious welfare reform, and would inflict harm on many poor children. We
strongly urge the rejection of any proposal that would eliminale the safety net for poor
children born outside of marriage. Such policies will do far more harm than gwd
[emphasis in the original text].

Work and Time Limit Provisions

Like several other recent bills, the PRA would impose a time Hmit on AFDC
receipt and establish new work requirements for AFDC recipients. However, the new
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2 bﬂl s time limit and work provisions differ in important ways from those contained in
‘a‘; _other welfare reform proposals, including some earlier Republican proposals.

' Moreover, the PRA would likely lead to cuts in some programs which can help welfare
‘;Zx recipients eamn their way off welfare and out of poverty.

j»! ; A Different Kind of Time Limit

;’i Under the PRA, eack state would be required to place a time limit on AFDC

. receipt. At most, 2 state could provide AFDC to a family for five years; after that point,
- the family would be permanently removed from the welfare rolls. States would be
permitted to remove families permanently from AFDC after two years, as long as the

i - parent spent one of these years in a work program,

The PRA’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 more restrictive option, a mother who received welfare for two years in her early

r ;'twenties, left the rolls and worked for 10 years, and then needed assistance during a

s:"recession would be ineligible for any aid (as would her children).

’f

"5 One of the key differences between the PRAs time limit structure and the time

. limits propesed in some other bills, such as the Clinton Administration’s Work and

" Respans;bxl;ty Act of 1994, is in the definition of what would happen to families that
swuse up their allotted months of AFDC receipt. Under the administration’s plan,

*; recxplents who had received two vears of cash assistance would be required to work. If

a parent was unable to find an unsubsidized job, she would be provided a subsidized
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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 ot 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 time limit. Upon reaching the
time limit, a family would be permanently barred from receiving both AFDC and a work
siot. The PRA’s time limit provisions would require states to remove farnilies from the
AFDC rolls even if the parent was willing to work and had performed faithfully ina
work slot for a long period of time but was unable to find 2 job due to adverse
economic conditions or poor basic skills,

There would be no exceptions or extensions to the time limit; for example,
families headed by parents who are temporarily disabled or caring for disabled
children would be removed from the rolis 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 theose who leave welfare subsequently
return, often because they lose the iow-wage jobs they obtain. This means a large
fraction of AFDC recipients would eventually reach the PRA's time limit and be clenied
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 eccurs in
more than one spell; only about 14 percent of first-time welfare recipients stay on
AFDC for five or more years in ong continuous spell.)

The PRA’s Work Program

Although the PRA would not offer jobs to recipients who reach their state’s ime
limit and are unable to find work, it would require states to impose work requirements
on a growing proportion of AFDC recipiends while they received assistance. An
estimated 1.5 million work slots would be required by the year 2001. The conditions nf
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;’ since the maximum AFDC

! The PRA would allow state work programs to provide work supplementation (a program that uses
{continued...}
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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 arn 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.

. 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.

The PRA’s work provisions would likely impose a large administrative and
financial burden on states. Federal matching funding for the administrative and child

... care costs associated with the work program {an estimated $6,000 per year per slot)

2" would be included under the aggregate speading cap the PRA would establish for an
. 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
.. providing full-time child care to participants. The administrative challenge of

i: 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 of Strategies to ncrease Employability or “Make Work Pay”™

Many AFDC mothers lack employment-related skills; fewer than half have

- graduated from high school. Women with low levels of skills face high unemployment
- 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 studies 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
.. money for taxpayers. The PRA, however, provides no additional support for such

i programs. The existing Job Opportunities and Basic Skills (JOBS) program — which
- provides federal funding for state education and training programs for welfare
.. recipients — would receive no new funding under the bill, and states would not be

<. -1 (Lcontinued)
- 'welfare grants to subsidize wages paid to recipients by employers} instead of or in addition to work
*_experience. However, this option has been available to states for some time but has rarely been used. OF

‘those participating in JOBS, 0.1 percent aationwide are in work supplementation programs.
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required t0 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 meastres to “make work pay” even though
many adulis who leave welfare for work obtain low-wage jobs that are insufficient to
support a family. 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 recipients who work jose
up to one dollar in benefits for each additional dollar they earn. Similarly, a bili
introduced by the Mainstream Ferum - a group of moderate and conservative House
Democrats ~ would have mandated such a change and greatly expanded child care
subsidies for working poor families,

Indeed, the PRA would likely #&dgég assistance for the working poors For
exampile, 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 includes 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
urunarried 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 of '
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

13



peopie For example, some of the children who would be denied benefits under the
“.paternity establishment provision would also be affected by the time-limit provision.

;‘i!,(:
;, " Ananalysis of the effect of the various provisions makes clear, however, that the
SFrimpact of the numerous provisions to deny AFDC benefits to poor children and

f families would be dramatic.

Sapreieg

\,\s«;é(‘ff,&zs . 1f the PRA were fully in effect today, well over haif of the children wiw would

K ;;w&r \ be eligible for aid under current low would be denied assistance. This translates
*}MW ~§Pﬁy§f inte more than five million - and perhaps as many as six miilion ~ poor
7 b . children who would not be receiving AFDC.
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At least half of all families receiving assistance today would be denied
AFDC if the PRA were fully in effect. This translates into at least 2.5
million families who would receive no cash assistance.
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hp Among those families faced with large benefit reductions or made completely

<mehgz§:le for assistance, it is Jikely that many parents would be unable to provide basic

5, necessities for their children. Because food assistanice is also cut substantially and

B “would no longer be an entittement, some children made ineligible for AFDC might not
. e assured even a minimal safety net to help them meet their nutrition needs. An

;already-ovezburcimed child welfare system would likely be asked to find foster care

: and institutional placements — temporary and permanent — for many children whom

“their parents are forced to relinquish.
\.:1

(‘

An imbalanced Approach

The public and policymakers from across the political spectrum agree that the
AF‘[}C program needs fundamental reform. There is also wide support for further
efforts to reduce the federal budget deficit. The PRA, however, fails to strike a

’ respmsnbie balance between these goals and the important need to maintain a basic
safety 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,

‘and hunger for millions of children would almost certainly result, and states would
likely end up paying a greater share of the costs of programs for the poor.
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Appendix; The Overall Impact of the AFDC Proposals On Children
and Their Families

The Personal Responsibility Act includes numercus provisions that would deny
AFDC benefits to poor children and their families. In combination, these features —
the dendal of housing and cash assistance to families in which the child was bornto 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 Wouid 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? For example, some of the
chuldren 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 born 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 numnber 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 respanse:s
to PRA provisions and caseload effects, see the box on page X.)

* This analysis assumes that states do not choose the AFDC blogk grant option.
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Even though we were unable to determine the precise extent of these

77 interactions, it is nevertheless clear that the PRA would ultimately deny basic cash

" assistance to substantially more than half of the children who would be eligible for aid
under current law. In 1993, an average of 9.5 million children reczived AFDC benefits
1 each month. The PRA would ultimately deny AFDC to af least haif of all families who
. would be eligible under current rules. In 1993, an average of almost five million
families received benefits gach month.

T 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
“5 parents’ ability to find jobs.

. As noted, the PRA mandates that states terminate assistance to families
i that accumulate 60 months of AFDC receipt. While about two-thirds of
&, families who enter the welfare system for the first ime leave welfare in
' less than two years, most eventually return to the program when they
again need assistance’ Asa result, nearly half of all families now

¢ receiving AFDC benefits would be affected by the time limit if it were
B currently in place. (Por a discussion of recent research on how long
families receive welfare, see box on page X1.)

: . Approximately 48 percent of families currently receiving AFDC have
s accumulated at least 60 months of welfare receipt, with many
accumulating this time over several welfare spells.*

i . It the five-year time limit had been implemented before these families
i first received welfare, an estimated 2.4 million families and at least 4.6
; million children now receiving AFDC would be ineligible®

ot * The PRA gives states the option {6 set the time limit at as little as two
g years. Many additional families would be denied benefits if any states

. % LaDonna Pavetti, “The Dynamics of Welfare and Work: Exploring the Protess by Which Women Work
«,, Their Way Off Weltare,” Doctoral Thesis prepared for Harvard University, 1993,

4 parold Beebout, Jon Jacobson, and Lalonna Paveiti, “The Nagnber and Characteristics of AFDC
'Y Revipients Who Will Be Affected By Policies To Time-Limit AFDC Benefits,” presented at the Annual
4y, Research Conference of the Association for Public Policy and Management, October 1994 {cited with
4" - permisyion of the author).

‘*j} & tn fact, the number of chitdren who would be affected is likety to be higher than 4.6 millicon because
+ larger families are more likely than smallier ones to remain on welfare for long periads of time.

7
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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 affect 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 well.

. Some 29 percent 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 percent of families currently receiving AFDC were begun by an
unmarried mother under the age of 18; all children born to 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 legal immigrant families would
also be denied assistance under the provisions denying numerous forms
of aid to legal immigrants.

¢ Beebout, ay. ¢,

7 US. Department of Health and Human Services, Characteristics and Financial Circumstances uf AFDC
Revipients, PY 1992, .

¥ ¥ the family consists of only an unmarried mother and a child she had prior to her 18th birthday, both
she and the child would be ineligible for assistance. 1f she has an additional child when she passes her 18th
birthday, she and the second ¢hitd would be eligible for assistance.

® According to the May 1994 General Accunting Office report, Famities on Wellare: Teenage Mothers Least
Likely 5 Become Self-Sufficient, some 42 percent of all families on AFDC 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 AFDC were begun by an unmarried mother
under age 20, In 1992, approximately 44 percent of afl births to unmarried teen mothers were among teens
under the age of 18. The 12 percent estimate in the fext 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 201 The data on overall births to unmarried teens by the age of the mother is from the
Natiomal Cerster for Health Statistics report, Aduance Report 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 ¢ligible 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
assistance 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 rote 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 1s likely that at least 35 percent of children whe 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 their
children would, of course, receive no AFDC income.™

-+ 1% Under current law, the vast majority of AFDC families also receive fond stamps. For the typical
_single-parent famity of three with no other income and who Hves in the meadian state, food stamps lift the
family’s annual income to $7,580, or 63 of the poverty line. Under the PRA, the Food Stamp Progeam is
repealed and placed within the nutrition assistance block grant. No family currently receiving food stamps
frontinued..)
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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 of
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 became ineligible for
assistance. More than four out of 10 AFDC cases m{.:lude 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, particuiarly
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 Underscores Harmful Effects of Childhood 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-for-age [i.e., shorter than nonpoor children of 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 socivemotional 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 dramatzcally
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 1s and is not a high school graduate,

D (.continued)
would be guaranteed 1o receive any nutrition assistance, let alone a food stamp increase if their AFDC
benefits fell.

! jane Miller and Sanders Korenman, “"Poverty, Nutritional Status, Growth and Cagnitive Development
of Children in the United States,” Princeton University's Office of Population Research Working Paper
Beries. june 1993
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poor children are far more likely to drop out of school than nonpoor ¢hildren. For
example, among white two-parent families with a mother who has graduated from
~ high school, poverty increases the likelihood that children will not graduate high
Y. school by 8 percentage points.

Same Parentts Would be Forced te Give Up Their Children

; Under the PRA, an already overburdened child 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, clothe, and house their children. Yet the child welfare system is

. already overwhelmed with the task of finding appropriate placements for children who
/. have been abused and neglected; as a result, children often languish in inadequate care

v, for long periods of time. In 1993, about 460,000 children were in foster care, an increase

*. of more than 70 percent from 1982.° The system now would aso 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

i+ more than 10 times the number currently in foster care. The child welfare system could
- face a substantial increase in their caseload which could mean that it will have fewer

4. 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
i, 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
i to foster care or other out-of-home arrangements including orphanages is in wrztzast to
'+ the direction the child welfare system has taken to try tofhelp families stay tagethe rand
© o limit use of institutional care. The child welfare system has largely moved away

. from group care settings, especially for younger children, in recognition that such

.. Data are from tabulations of the Fanel Study of Income Dynamics and are reported in Wasting
S America’s Futurg: The Children's Defense Fund Report on the Costs of Child Poverty by Arloc Sherman. Some 4.8

‘;‘:‘.; percent of white children living in nonpoos, two-parent families in which the mother has graduated fram

hzgh schoal deop out of high school. Ameng children in families that have these same characteristics except
that they are poor, seme 12.3 percent do net finish high school.

¥ Data are from the Child Welfare League 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 45 percent of young women under age 18 who have children
outside of marriage do not go onto AFDC in the vear following the birth
of the child™ Many of 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- slees
year-old child who has never before received welfare benefits — but who g..ﬁ_..
loses her job and applies for AFDC after the bill's passage — would be cla
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. Estabhshmg the
paternity of older children is often quite difficult and may, in many cases,
be imnpossible. 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 temporarily

or permanenily, the consequences could be serious. Psychologists have long
recognized the impaortance of children’s attachments to their caregivers (generally

¥ 1994 Greewr Book, Commitiee on Ways and Means, U.S. House of Representatives, pg. 454.
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v, parents) and have noted that disruptions in the relationship between the child and the
«" caregiver places the child at risk for serious developmental problems.”

‘ 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 onrent. Food

2" 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.
- Itis, of course, impossible to know what mothers would do when faced with a sharp
reduction in or total elimination of cash assistance. It does seem plausible, 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

< apartment to save rent.

Policies Would Cause Far More Harm thar Good

e In short, the negative consequences of the PRA would likely be extreme,

* ‘Poverty would deepen, homelessness and hunger could rise, temporary and permanent
4+ out-of-home placements and institutionalization of children could increase. Some

1 might argue that this is the price that must be paid to reduce out-of-wedlock

" childbearing and increase employment among welfare recipients. Bui, does the

7/ research support the view that these policies are likely to work?

]

,, Research has shown that most welfare recipients leave AFDC in less than two
S yearﬁ — 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
s . helping them move into jobs that are more secure and providing them the necessary

_;. _supports so they are able to meet their families’ needs.

s ‘ The evidence also indicates that welfare is not the primary cause of out-of-
.wedlock childbearing in general or teen pregnancy in particular. In June 1994, a group
, of 76 leading researchers issued a statement on the relationship between welfare and

i out-of-wedlock childbearing.* The researchers concluded that welfare was not the

: J/ primary cause of out-of-wedlock childbearing:

?‘2

** Barbara M. Newman and Phitip R, Newman, Development Through Life: A Psychosocial Approach.
i Brmk:,/(:(ﬁe Publishing Company, 1%%1. Children's sttachment to their caregivers typically ocours in the
: Hrst one 0 two years of life,

M
L}

* The staterment was organized by Sheldon Danziger, professor of social work and public policy at the

*Undversity of Michigan. The Center on Budget and Policy Priorities provided technical 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
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 hest social science research suggests that welfare programs are not
among the primary reasons for the rising numbers of out-of-wedlogk 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 whites 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 weifare has not played
& 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:

..endling welfare for poor children born out-of-wedlock does not
represent serious welfare reform, and would inflict harm on many poor
children. We strongly urge the rejection of any proposal that would eliminate
the safety net for poor children born outside of marriage. Such policies wilf do far
more harm than good [emphasis in the original text].

X



«-}0

s ‘¥ X ke
Bt When estzmatmg h{tw mzmy rec1pzents wea}d he aff::?cted b}' the pmwswns in the PRA we .
cafmia!ed haw many recipients in the curvent "Caseload would i'ze affec:ied if the pwwsmﬁs were i
wo | Shully amp!emenied" today:’ In ardér for mny t:ef these provisidns i be ? ﬁziiygmpiememed they
) waould need ta have been enacted many, yea:s before current AFDC rmplents efver weat of 1o,

@ welfare Most zwtabiy wzder iize t:me«ﬁmz; prm*zs;on m the Pi&A famthes that aCCamulaie &
;m@z‘zzhs of zotal AFDC use are termma : fz‘{}m h R

TR

: 'ipxe_ni;a!! ha}re énother child

} ‘,_mngae their befiavior i€ ;}ateniity estabizshrm;m rates ar 1o u"n‘;}r{xve suhstafinaﬁyd Whei\e e,
ﬁzg hi!i dm:& smpase mMore's patemx_ty estabi:s!unent pe:fommce stanciardgz ony 5 %

/‘5'/// 4

E:ciz;id who wout-:i Dthemm he vece;ving 'AFDC does mt have'patemzty es:" biished, szates
do n:xz have tf:; pay their portam ‘of the child’s | ! A 005 ¢

ok
;

s the size-of beixavmfai effects a.zzd the hicehhmd that sich effex:ts take tzme t() be aztiuevev:i“ thi
az&alys;s assumes no behavioral r&sgmnse to these changes in the AFDC y prcvgram and ‘sHould:
thmght of a3 @' benchmark for, how m;jsy children and famlhes ihesa pmv:sians wuld aﬁgct

i)



G gs\" gt =

 wolfars. sy sysmm fnrﬁﬁre first time le ve

P T e «« E R R

d Some ppiyﬁ

i

*fa.nd nev

m and off.
* : \m ey
°grou;3;mzves olfare forono if)ng, CONURUONS. spe
’?} : > g : T

T i

%w:il"mmam

\\\\Nz

: nmt Aiﬂ”fi:)(: caseiaaé atg. pamt' " t
{-//&-55&-:» LI o BT e e i E

ho Wimany. montha
e R T T e .

cribe{i ‘be

%g@mse eceiving AFDC st s poin i i
fqra ofaiéfatleastfi e ts,eiﬁ\erin s%/%m

0 this quesmm istha :hat about 487 pen: m \t Of tzwse c;ztrent!y mcmf %}ﬁw
i

--:-s. \\\@\\ A, L : 8 G Vil

” i B s
/,..‘ S .5 Y

lerahospi

R AR

mdwzﬁaai?fer an entire zzzzmth ;

itire ﬁzimﬁ?*yeu’”ﬁ%id ‘see tizat orke-5th of the e f’i’}ﬁi f?gspztal r%)m
b : 7

Sl S ; 7 /f%%
S ]1;11’ g m;}s samulaz‘ to eéh? ?P .»' I s .mg,,i

2 PIOgTAY
_tance'foz‘ short ;:# %%&s o m\gﬁ,ﬁ although t%ze} i

av
_pomtm Qf ihe famﬂzes %mve mwedf 3’?‘%“_%’% 9 de i fh

Yhas éﬁfef assisteci




09 15 1988 o /s

Memorandum

TO: Alice Rivlin

FROM: Belle Sawhif®™>" '.
RE: o Waifare‘ﬁeform -- Update

¥We have & meeting with DPC and HHS on welfare reform strategy on
Tuesday. This note provides some background for our discussions.
To save time T am sending it sinultanecusly to my staff and to

Bob Greenstein, who may have additional comments or corrections.

Republican Législatiag

The House Republican "Contract With America® contains a Gingrich-
blessed welfare reform bill -~ The Personal Responsibility-Act.
It is far more conservative than the earlier House Republican
bill (H.R. 3%00) but less draconian than the Talent-Faircloth -
bill. We expect Congress to act uypon 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 ?rcvisiaﬁs in the Personal Responsibility Act would:

o Eliminate AFDC payments for unwed mothers under 18 {under 21
- at State option), Children born cut~cf-~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 ¢ash benefits, for
unwed teen mothers and their chlidr&ﬁ,} \

0 End all AFDC benefits to a family after a total of five
years on the rolls. ;

o Allow States to end AFDC benefits to families after two
years, if one of the years was speni participating in a work
program.

& Deny benefits to children for whom paternity has not been
egtablished even if the mother cooperates. (HHS is
concerned that, as drafted, this provision could render
ineliqible one~third of chlldren currently on AFDC.)

o  Allow States to offer training and other services during



first two vears but net require them to do so.

G Require that States move recipients to work programs after
two years of benefits. (States are allowed to design the;r
own work programs, subject o rising participation’
reguirements.}

o Cap spending growth in several anti-poverty entitlements
{AFDC, 881, JOBS, CSE, public housing assistance},. with
a@jast&&nﬁs for inflation aﬁd increases in the poverty
population.

o - Convert Food Stamps, WIC, school lunch and other nutrition

programs into & ﬁisaretiaﬁary 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
regult in as much ag a twelve percent cul from projected FY
1996 funding levels., (The block grant containg set-asides
for WIC and. the school lunch program, which is likely to
translate into a significant reduction in Food Stamps.)

0+ End eligibility of non-citizens for dozens of Federal
programs, including AFDC, 8SI, Food Stamps, WIC, public
houging, education, job trainzng, ané ¢hild welfare
serviaas¢

The attached sxde-hy -gide”™ campares the Personal Responsibility
Act to the Work and Responsibility Act, and the attached memo
from the Sacxatary provides further deta;ls*

By Republiean estimates, the Personal Responsibility Act saves
approxinately $40 hillion over five years {see attached table for
details}.

The direction the Republican Senate may take is not yet clear and
may be nmore 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 assumptlon of Medicaid.

ISSUES AND RECOMMENDATIONS
How Should Welfare Reform Be Troated in the Budget?

Normally, because it has already been propcosed, we would
include the costs and financing of welfare reform in the FY198%6
budget with some reasonable level of detail. Indeed, if we fail
te 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 vear, are likely to be used to pay for the tax cuts proposed
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 hetter off.

Rocommandation: Include only a desexiption of the 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, nmention the major offsets (remaining from last -year}, and
state that we intend to work with the Congress should any
additional financing be needed. Simultanecusly, work could go on
at the staff level to identify such offsets g0 that we will have
them ready to offer to our congressional allies at an appropriate
time. (See belaw for more on specific foseta }

What Specific Program Cost Kumbax should be xnalu&ad in the
Budgeat?

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 -
arcund $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 CBO would score it
closer to thig figure. {Possible options here include a cap on
AFDC childcare costs, allowing states more flexibility to targst
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. 3till, a third option would be
to scale back the size of the program more drastically to less
than $9.3 billion (CBO scoring)l — perhaps by eliminating child
care for the working poor and some of the demonstration programs.

Recommendation: Include a program costing §9.3 billion using
estimates that are as credible {and hopefully close to CBO's) as
pessible. Note that this will require considerable tightening of.
the existing program and will not be easy. Also, if we need to
worry about 1l0~year and not just S~year numbers, we have an added
cgizzenga te keep program costs within the bounds of existing
offsets, ) .

Should We Overfinance the Program?

Cverfinancing the program would enable 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 pelitically. Substantively, we would have to
reduce aid to some very vulnerable groups-and politically, we
would be criticized by our 11beral allies for "financing welfare

‘reform on the backs of the poor" or cut-Gingriching Gingrich.

Moreover, coming up with enough ocffsets 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 existing package so that we have the
option of arguing that welfare reform is a saver. Consider
tightening the program in ways that will enable us to say it
saves monay over the longer run by getting paople off 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 spec;fzc offsets should be cons;dered as add;t;ons 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 present, 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 HES or other divisions to come up with
some specific ideas and better pricing of existing ideas once a
general strateqgy is agreed to. Talk to Treasury about the EITC.
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. Welfare Reform - Administration and “"Contract With America"

-

| Provision:

Administration

Contract w/ America

| Time Limit (Cash
% Renefits}

For phased-in (born after 1971,
general limit of two years of
AFDC benefits hefore work
requzrement,

Must "move bo work™ after two
voars of benefivs. State option
to end all banefics after two
years, if at leaat one year in
wWork program.  States must drop
families from AFDC after a total
of five vears of benesfits {even
if no pervicipation in work
PLOYran, }

| Time Limit {WORK)

Ho overall limit., 1 year limit
on each placement slot, with job
separch afterwards. PReagsessment
after two years.

Twe years 0f work program forx aay _
individoal or familiy. :

WORK programn

Work for wages, 15-33 hours a
woek, {States decide time.!
State flexibility on job
placement method. Requires

400,000 to be in program by 2008,

State allowed to design own
program that meets regquirements
for hours {average 3% hours/week .
or 30 hours/week plus 5 hours job
search} and participation
{100,000 in 1996 xising to 1.5
million in 2001.) ‘"Sense of che
Congress® that States give
highest priority to participation
by mothers with older preschool
and school age children.




% Minor Moms

Denies APDC to unmerried parents
under 18 {and iheir kids) if they
do not live with parent or .

specified other adults.

w

Denies AFDC to unmarried mothers
{and their kids) under.ig.
Permits unmaerried 18 year-old
mothers to yeceive benefits if
thay live at home. Sgate option
to deny benefits land housing
benefits) to all ummarried
mothers under 21. Children born
to these women are permanently
ineligible for benefita unleas
nother marries father or someone
who adopts child., Bavings
returned to States as block grant
Lo prov&d& services, not cash
aasistance, for minor moms {nhone
could go for abortion ox abortxon
counseling} .

Family Cap

State optisn Lo deny or” pay
reduced benefits to to child

"concelved while mother on APDC.

No benefit increase for children
born out~of~wadlock while mother
orn AFDC,

Paternity

Mothers required to give name of
pogsible father lor fathers)
along with specified info about
them. CSE agency reguired to
certifiy mother's cosperatien,
States required to establish
paternity or impoae sanction
within a year after or face
Federal matching payment
reduction. States encouraged to
improve procedures, including at
hospitals,

Faternity establishment reguired
before & child is eligible for
AFDC, with exceptions for rape,
incest, and physical danger.
{HHS believes that, as drafted,
this prowvision could render
ineligible as many as one-third
of children currently on APDC.)
States required to establish
paternity in 90% of aases.
States encouraged to improve
procedures, including at
hoaspitals.
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Child Support
Enforcament

Requires States to give "full ™
faith and credit™ to child
support orders from other States.
Requires S$tates Lo maintain
antomated central child support
registries. Reguires States o
review and adjust all orders in
registry every three years in
streamlined process. Reguires
States Lo operate centralized,
sutomated central payment center
for collscbion and disbursement
of child suppert payments.
Reguires HHS o sel up national
“new hire® directory, to which
infe in child support registry
would be matched. Reguiyes
States to toughen restrictions
for certain licences for those
gelinguent on child support.
Allitws States Lo provide
employment and training services
for debtor nencustedial parents,

Requires States to give "full
faith and credit™ to child
support orders from other States,
Provides Pederal assistance in
"developing 2 unifoerm child
auppart/visitation order™ Lo
atreamiine enforcement., Requires
noncustodial parents recelving
State aid to participate in Stste
job-search program if delinquent
on child support, {Hote -~
included in "Family Reinforcement
Act® with Layx ¢redita, not

welfave xeform bill.)

| State Opt-Out

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

| Learnfare

State option to use monetary
incentives and penalties to
encourage AFDC mothers under 21
to complete high scheol 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
achool or GED. Payments can also
be reduced if dependent child
does not maintain minimum school
attendance. -




Asgistance to Aliens

Extend permanently the 5 year
income deeming provision for 881
and apply it to Food Stamps and
AFDC as well. Deeming to
continue for 5 additional years
for aliens with aponscrs whose
income is greater than median
1ncone, ’

Deny AFDC, 83X, Food Stampas,
housing assistance, education,
job training, WIC, and child
welfare services to non-citizens
except: refugees (for thelr first
6 years in the Y8} and those over
TH who are lawfully admitted to
the U8 and have resided in US fox
at least five yeasrs. {Emergency
madical agsistance will continue
to be provided.} EBnds benefits
to those currently in U8 and |
obherwlise program eligible one
yexr after enachment. )

Spending Cap

I

Capas spending growth in AFDL,
881, work program, and numerous o
public housing programs at FY -
1983 funding level, with
adijustments for inflation and
growth in poverty goguzation*
Becomes capped entitliement.

Burriclion Blook Grang

Conasolidates Food Steamps, WIC,
sehoel lunches, and other
autrition programs into a
discretionary bloock grant to esch
§tate, Funded at 95% of
aggregate btotal of FY 198385
fanding. Includes setasides for
WIC and school food service
Rrograms.




Other Provisiens

Numarous: Including increasing
child ‘care assistance, providing
teen pregnency prevention grants,
and requirements for performance
standards,

AFEC beneficiaries who a
state identifies as drug-
or alooholwaddicted muast
enroll in treatment progras
and participate in random
drug testing to recelive
penefits.

State adoption agencies are
sncouraged to decreass wail
for adoption amd prohibited
them from discriminstion in
placements.

Allows States to offer a
temporary 50% transition
penafit Lo certain
recipients who marry and
would become ineligible for
AFDC but whose incomes
remain below 150% of povery
line.
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Welfare Reform - "Contract with America”

Five-Year Net Savings: vapproximately" $40 billion

Five-Year Savings (in billions)

Denial of "welfare" to non~citizens , 22
(AFDG, 85I, Food Stamps, and public housinsg}

. Cap on welfare entitlements i
{AFDC, 85I, ¢hild care, CSE, public housing, and work programs)

Nutrition program discretionary block grant 11
{Food Stamps, WIC, schasl lunches? '

3

Paternity establishment requirements H 2

Total \ 53

Pive~Year Costs {in billions}

"Work program ’ 9.9
{8tave discretion to design; must meet parficipation requlxaments}

State options ’ -2
* {Bot spscified aa to which options are 1ncluded in figure)

Tﬁﬁﬁlﬁ . 11.9

Note - These are not HHS or OMB 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 $85.3 $78.9 $73.3 -7.1% -$376
10,000-20,000 $2745 $248.7 - $244.5 -1.7% -§228
20,000-30,000 $3596.4 $341.7 ) . $346.0 1.3% $269
30,000-50,000 $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 $£854.6 $679.4 $693.6 21% $1,434
100,000-200,000 $1.147.9 $903.4 $924.4 2.3% $2,3886
200,000 and over $1.180.3 $905.3 $932.8 3.0% $11,458
TOTAL $5,887.9 $4,74085 $4.834.8 1.8%

HHS/ASPE staff analysis based on Departmant of Treasury, Office of Tax Analysis prellmlnary analysis of Tax Proposals in "Tha Contract with America®, Jan. 10, 1995
and very preliminary HHS analysis of the Personal Responsibility Act (PRA) Changes in the "Contract.” .

aspe/02-Feb-95



Hypathetical hpace in FY 1993 H an AFDU Block Gemy Provision Simitar 1o the Block (nn

Opien i the Personal Responsibitity Act Had Been Adopted In FY 1088 Using FY 1987 Punding Lavels

SN,
FY 1993 Avmat

Black Grant: 1037

S 13ffererce Percemagy # Fooy Chikiren Py Per
Federal Payménts of FY 87 Levet Change ages G117 Paor Child
{in midions} (ies mtitiions) {ir: thousands} {aciust doliars)
Adabems 379 187 (%222 -89 3 $246
A Laska $60 $29 535 Si% 2% $2.849
LA 0M 204 465 (5138; -55% 43 1834
LA rhanans $51 342 i$tiy 2% 18H £297
Walifornis $3.208 £2.157 ($1 08 -33% 2,340 $1.370
N alorads , 3102 s 530 3% 13% $658
$207 $124 {3833 20% 163 $1.269
521 i3 383 S35 % i $853
$88 353 538 -4I% 49 51.816
3 E 31 SR 1% 928 5561
307 $ig9 11 -39% 48R 030
76 $38 . {338) -50% il 3986
524 $i% & -28% 78 g k!
$491 $687 (54 % 854 5575
$158 1N (547 - K4 £552
$i13 $10 [8.13] -1 i3 $833
$85 $56 ($29: - % $i8 1774
. $1e6 $iin {5363 % T 1602
£141 s (123 A% #18 $395
16 L 5% 15353 -I% 3 $11843
£197 $i4% 355 -26% 283 16046
3454 303 {8152 -313% el $4.743
b 53 7 52 % 569 $1.362 y
3250 $19s {352 2% 210 $1,160
£35 b1 363 8% 204 . 5256
$i91 144 345 24% 322 3583
527 $30 (873 -14% 53 $TO0

BOTER

The ubie estimates. for FY 1993, the bypothetical impact of a mandarory AFDEC block gram provision

siigtint 1 the blegk grant optivn in the Personal Responsibility Act, assuming implersensation
of the pravisions in FY 1988, The level of the block grant for ench S is 560 3 103 percent of
FY 1987 Faderal payments for AFDC Lenefits, adminustzation and Emegency Asistance. uaadjosed for inflation,

The Family Support Act was aat m effees dusing PY 1587, To aveid Qw:{zazéég

the impact af a block grant, Faderl pevmens for AFDC work sativities (WIRADRS and

AFDC-tedasnid child care see not mehuded in either eolamn,



o

Hypothgrical Jmpant s FY 199011 ap APDC Bock Gramt Provision Similar to e Black Gram

Option in the Personal Responsibifity Act Hud Been Adopted in Y {958 Using FY 1987 Funding Levels

ipie EY ¥90h acnml 0 Blosk Geant 103% Bifferency Purcenizgs & Pour Childms Pt Par
Feoden! Paymonts of BY £7 Lavet Change apes §-17 Poor Chakl
fis mdiliong £in miltiony {in Sonssands) facmal dollars)
347 343 (361 -13% #3 3568
8 i 31 3% T4 5378
32 312 $28; £2% a1 $778
$384 $15% £526) -24% 338 $1.166
Tad %43 A -52% 155 $a07
$13 1,358 Rasth 3% 1.226 £1.8148
$i68 $is4 {4114} w23% 452 a0
$23 %14 (5%) 1% 25 s92a |
5655 i85 {3i14] -18% 646 a4
$14s $84 ($59) 1% 250 $576
5181 b 374 {$58) ~39% 131 s
566 $506 {$61) 1% 570 5954
b Y] 550 {325 w33% a4 %155
493 386 (5N % 32 5284
Suuth Dakots 519 s (%33 -14% - 47 3417
Tenpesses $ihe $95 7 A41% 33 13538
Texus 3383 $a07 {31753 6% 1.4i6 322
Tuzah a7 331 (435,51 ~2i% B $753
W ermani $43 3 (639 27% 1 2013
[Virginia $138 S (%30} 5% 74 504
Washingion $inl 230 {$129 X5 % Fiy $1.678
[West Virginia §ou 872 (512 Ny 155 3634
Wisconsin $292 $348 $58 9% ) 243 $1,213
W yoning k741 L] (¥16; 4% 2 $954
U8, TOTAL %14,537 £30 170 s {34,348 3% 14,441 §883
NOTES:

The table estimates, for FY 1993, the hypehetical impart of o randatery APDO Hock prant provision

similar 1o the bluek grast option i #ie Personal Responiibility A, potuming implementation
gf the provision in FY 1988, The level of the boek grant for zach State s sor o 303 powent of
FY 1987 Federal paymems for AFDE benefus, adounisiration, and Smerpemy Assistange, unudiusted for inflation,

“Fhe Family Suppon Act was oot in cffesct during FY 192, To avell oversmting

the impact of a biock grant. Federst payments for AFDC work activithes (WINAOBS and

AFDCrelated chihd care are not meluded in cnber columa.

iy
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