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GLOSSARY 

Arne - Aid to Families ""ith Dependent Children program: The primary welfare pr6gram. 
which provides ca'\h assistance to needy families with dependent children that have been deprived of 
parental support. ' 

CSE - Child Support Enforcement program: This program provides Federal matching funds to 
enforce the support obligations of absent patents to their children and spouse or former spouse, to 
locate absent parents, and to establish paternity and support orders. States must provide ch.ild support 
enforcement services to persons receiving AFDe. Medicaid, and Title IVhE foster care benefits. 

CSEA - Child Support Enrorcemmt and Assurance: A system designed to guarantee that 
custodial parents get some assured level of child support. even when the absent parent fails to pay. 

CWEP - Community Wt)rk ExperIence Program: This is a JOBS program activity which States 
can. but are not required to, make available to lOBS participants, CWEP provides experience and 
training for individuals not otherwise able to obtain employment. The required number of CWEP 
hours can be no greater than the AFDC benefit divided by the higher of Federal or State minimum 
wage. 

, EITC - Earned Income Tax Credit program: A tax credit that targets tax relief to working low­
income taxpayers with chiJdren, to provide relief from the Social Security payroll tax (FICA) and to 
improve inctntives to work:. 

FSP - Food Stamp Program: A national program designed primarily to increase the food 
purchasing power of eligible low-income househoJds to a point where they can buy a nutritionally 
adequate, low-oost diet. Eligible households receive food stamp benefits on a monthly basis in the 
form of coupons that are accepted at most retail grocery stores.. 

JOBS - lob Opportuniti<s and Ilasic Skills Training Program: The work, educalion, and 
lt3ining program for AFDC recipients. In a greatly expanded form: this program would be the 
central focus, of the Administration's reformed system. 

JOBS-Prep: The program proposed for persons not yet able to work: or enter JOBS. Persons in this 
program, including mothers with very young children, will be expected to do something to contribute 
to themselves and their community. While in JOBS·Prep, they would not be subject to the time limit. 

nPA - Job Training Partnership Act program: The goal of this DepOlftment of Labor block grant 
program is to train or retrain and place eligible individuals in permanent. unsubsidized employment. 
preferably in the private sector: Eligible individuals are primarily eoonomicaJly disadvantaged 
individuals:. 

Healthy Stare: Healthy Start is a demonstration project designed to reduce infant mortality by 50% 
over 5 years in 15 U.S. oommunities with extremely high infant mortality rates. Medical and social 
service providers within the targeted communities work collaboratively to develop new and innovative 
service delivery systems to meet the needs of pregnant WOmen and infants, 
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PIC - Prhl'ate Indusfry Councils: 1)lese Councils are Composed of business leaders from the 
private sector and representatives of the public sector and unions. Their role is to guide and oversee 
the direction of ITPA employment and training programs. PIes are responsibie for providing policy 
guidance in partnership with local governments. 

School"",o--Work Initiative: The pending SchooHo~Work: Opportunities Act of 1993 would provide 
States and local communities with seed money to develop and implement systems to 'he1p youth make 
an effective transition from school to career"-Oriented work. The program would be designed and 
administered jointly by the Departments of Education and Labor, and would fund work-bas'ed , 
learning, sctiooH)ased learning, and ronnecting activities. _. ­

Title X - Family PlalUling Services: These grants are provided to State agencies for family 
planning services including contraceptive services. infertility services and speciaJ services to adoles­
cents. 

Transitional Assistance Program: The Administration's proposed two-year limit cash assisunce 
program for needy families with dependent children. 

UlFSA - Uniform Interstate Family Support Ad: A model law which, if adopted, would make 
State taws uniform aM simplify the processing of child support action.~ which involve parents who 
live in different States, 

WIB - Workforce Investment Boord: A body to be created at the FederaJ level which would be· 
responsible for serving as a -Board of Directors" for workforce development programs in a tabor 
market. The Workforce Investment Board would provide policy oversight and strategic planning for 
Department of Labor~funded and other ttaifi:ing programs in an area. The majority of the Workforce 
Investment Board would be composed of employers, but the boards would also be required to have 
labor, public sector and community representation. The WIB is intended to subsume the Private 
Industry Council at the local Jevel (although a PIC that met the criteria could become the Workforce 
Investment Board). 

WORK: The Administration's proP9Sed vubHcly~subsjdized: work program for persons who have 
exhausted their two·year time limit without obtaining an unsubsidiud private sector job. 

3 




Bruce Reed 

~DRAFrM~For Discussion Only 

INTRODUCTION 

Everyone is frustrated with the welfare system, Welfare reform is designed to give poople back the 
dignity and controllhat comes from work and independence. It is about reinforcing work.and frunHy 
and opportunity and responsibility. 

The current system pays cash when people Jack adequate means to provide for their families. We 
propose a new vision aimed at heiping poople regain the means of supponing themsclve,~ and at 
holding people responsible for themselves and their !ami! jes. The proposal emphaskes that work is 
valued by making work pay. It indiCates that people should not have children until they are able to ,
support them. It signals that parents-both parents-have responsibilities to support their cltildren. It • 
gives people access to the training they need, but also expects work in return. It limits cash 
assistance to two years, and then requires work. preferably in the privateseetor. but in community 
service jobs if necessary. Most importantly, it requires changing the culture of welfare offices, 
getting them out of the check-writing business and into the training and job~placement business. 

Ultimately, this plan requires changing almost everything about the way in which we provide support 
to struggling families. To achieve this vision, the plan bas four main elements. 

MAJOR llIEMFS 

Transitional A~sisiance Followed by Work 

• 	 Full participation. Everyone who receives cash support is expected to do 'something to help 

themselves and their community. The requirement applies to those who are preparh!g 

themselves for work. to those who are past the time limit. and to those who are currently not 

ready to work, Those who are unable to work due to disability or other reasons will be 


. 	expected to do something for themselves or their community. but will not be subject to time 

limits until they are ready to engage in training. ed~cation or employment services. 


• 	 Trajning. education and employment services Me JOBS program), As soon as peopJe 

"begin receiving public assistance, they will sign a personal responsibility contract and 

develop an employability plan to move them into work as quickly as possible, Many 

will get jobs quickly-in weeks or months-after assistance with job search and job 

preparation, Others will spend time in education and training services as needed. 

The program will be closely coordinated with existing mainstream education and 

training programs including JTPA. School~toMWork and vocational education. 


• 	 Time limits. People who are able to work will be limited to two years of cash assis­

tance. Most pe!Jple are expected to enter employment wen before the two years are 

up. Extensions to complete an education program will be granted in a limited number 

of cases. 


• 	 Work fQr those wbo exhaust their lime limil (the WORK prQgraml; Those people 

who are still unable to find work at the end of two years will be required to work. in a 

private sector, community service or public sector job. These ace intended to be real, 


4 



Bruce Reed 

"eGNFlDEHT-ML DRAFT-For Discussion OnlY
"., \ 	 . 

work-for~wages jobs. The program will be designed to favor unsubsidized work and 
to ensure that subsidi2ed jobs are short-term and non-displacing. 

Making Work Pay 

• 	 Health care reform. An essential part of moving people from welfare to work is ensuring that 
working persons get health protection. The current system keeps people from leaving welfare 
for fear of losing their health insurance. . 

- {,

• 	 ""Advance oayment of the Earned Income Tax Credit tEITel, The expanded EITe 

makes it po~sible for low-wage workers to support their families above po~erty.'· 

Efforts will be made to belp families receive the EITC on a regular basis. . 


• 	 Child care for the working poor. In addition to ensuring child care for participants in 

the transitional assistance program and for those who transition off welfare, child care , 

subsidies will be made available to low~jncome working families who have never been 

on welfare but for whom assistance is essential to enable them to remain in the 

workforce and off welfare. 


Po ..... tal R",ponsibility 

• 	 Child support ~o!orcement, The child support enforcement system will be 

strengthened to ensure that awards are established in every case, that fair award Jevels 

are maintained and that awards that are owed are in fact collected, Demonstrations of 

child support assurance and of programs for noncustodial parents will be conducted. 


• 	 Efforts aimed at minQr mQthers. resoopsibJe family planning and prevention. Minor 

mothers win receive special case management seryices and win be required to live at 

home and stay in school to receive income support Access to family planning will be 

ensured. A strategy for investing in and learning from programs to prevent bigh-risk 

behavior and teen pregnancy will be pursued. 


• 	 Efforts to promote two:parent families. We will provide better support for two~parent 
families by eliminating or.reducing the current bias in the welfare system In which two--parent 
families are subject to mote stringent eligibility rules than single--parent families. 

Reinventing Govenunent Assistance , 

• 	 Coordination. sjmplification and improved incentjyes in income support nrograms. The 
administrative and regulatory program structures of AFDC and Food Stamps will be rede­
signed to simplify and coordinate rules and to encourage work.' family formation and asset 
accumulation. 

• 	 A perfonnan£e:based system, In addition to incentives for clients. incentives will be 

designed to bring about a systemic change in the culture of welfare offices ,with an 

emphasis on work: and performance. 
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ISSUES TO BE RESOLVED 

This paper lays out the major unresolved issues that need to be addressed. It is organized around 
each of the first three broad elements listed above, In each case, a description of the proposed policy 
is provided and remaining issues discussed. (The details of the fourth element-Reinventing , 
Government Assistance-wiH be addressed later in a separate paper. We anticipate that changes will 
be oost neutral for that part of the proposal, so they will not affect cost estimates or financing needs.) 

There are four particularly significant issues that need to he resolved: 
, 

• 	 The sale and phase-in of the reformed welfare system-Should we seek to bring in all 

persons quickly. or should we initially target our resources to sub·groups. such as new 

applicants or the youngest third of the easeload? 


• 	 The structure and requiremoots of the WORK program for people who have exceeded 
the time limit-After a person hits the time limit. should we mandate States to provide a job 
which pays an hourly wage, or should we ailow States to continue paying a welfare check 
while requiring work as a condition of receipt? How many hours of work should be 
required? What methods should we use to minimize long-term participation in this work 
program? 

• 	 The level and focus of chUd,care for the working poot-Wbat level of resource.." should we 
devote to child care for the working prior? How sbould limited resources be targeted? 

• 	 Financing-What measures should be used to finance the welfare reform package? How 

should the burden be shared between States and the Federal government1 


Financing is not discussed in this paper. 

To provide a sense of the scale of.a program and the cost of particular elements. we bave created a 
hypothetical proposaf. The actua! cost of the program will differ depending on what decisions are 
made about the issues identified above. In the remainder of the document, we will refer to this 
hypothetical baseline and indi~te where different programmatic decisions would have fed to a larger 
or smaller program, The table which follows is provided only as a basis of discussion-not as an 
indication that policy decisions have been made. 

6 




TABLE 1,-PREUMINARY COST ESTIMATES (FEDERAL AND STAT~ 
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL ruee Real 

(By fiscal year, in millions of dollars) 

5~YDnr 

1995 '996 1997 1996 '999 Total 

PARENTAL RESPONSIBILllY 

Minor Mothers 0 (45) (50) (SO) (SO) (195) 
Comprohensive Oeroonstration Granls 0 50 50 50 SO 200 
Two·Parent Provisions • 
No Additional Serwfits for Additional Children -

0 
(35) 

0 

('00) , 
440 

(1101 

680 

(140) 
• "'5 

('SO) 

2,065 

(53~) 
~ 

Child Support Enforoment 
Paternity Establishment (Net) 5 20 (110) (165) (215) (465) 

Enforcement (Net) (1O) (20) (65) (60) (320) (495) 
Computer Costs IS 35 95 160 160 465 
Non-Custodlal Parent Provisions 0 25 60 110 175 390 
AOOQS$ Grants and Parenting Demonstrations 20 25 30 30 SO 135 
Child Support As$UC8f\Q;l Demonstrations 0 0 '00 200 250 550 

SU\3TOTAI.. eSE 30 85 130 255 80 580 

TRANSITIONAL ASS1STANCE FOLLOWeO BY WORK 

JOBS-Prop '5 50 60 10 195 
Additional JOBS Spending °0 210 1SO 920 1.000 2.880 
WORK Program 0 0 130 600 820 
Additional Child Care for JOBS/WORK °0 190 630 145 900 2,465 
Transitional Child Care 0 70 230 280 360 940 

Enhanoed Teen Case Management 0 30 90 105 110 335 
Economlc ~Iopment 0 lao 100 '00 300 
Savings· Case!oad Reduction °0 0 (30) (60) (60) (170) 

SUBTOTAl., JOBS/WORK ° 515 1.820 2,280 3,150 7,765 

MAKING WORK PAY 

WOlking POQr Child Care 0 500 1.000 1,500 2,000 -5,000 

Advance E!Te 0 0 0 0 0° 

GRANO TOTAL (5) 1,005 3,280 4,575 6,025 14,880 

Note: ParenthesQs denote sailings. 

Source: HHS/ASPE staff estimates. ThesQ estimates have beell shared with staff within HHS and OMS but have not boon 
officially revlewed by OMB. ThtI policies do not re,presenl a consensus recommendation of tim Wolii:lng GrQUP co-chail'$, 

SEE APPENDIX FOR ENONOTES TO TABLE 
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BACKGROUND INFORMATION ON THE AFDe PROGRAM 

Before turning to the key policy issues, we provide brief background information regarding the 
current AFDC program, 

AfDC Program under Current Law 

The Aid to Families with Dependent Children (AFDC) program was enacted ..' TItle IV of the Social 
S&urity Act of 1935. Its primary goal is to provide cash assistance to children in need of economic 
support due to the death, continued absence or incapacity of the primary wage eafncr (typically the 
child's fawer), AFDC provided benefits to a monthly average of 4.8 million families (13.6 million 
persons) in fiscal year 1992. This includes 322,000 families in the AFDCMUnemployed Parents 
(A~DC~UP) program, '[be total AFDC caseload represents 5.0 percent of the total resident U,S, 
population. Two~thjrds (9,2 million) of AFDC recipients each month are children. 

AFDC benefits toWoo $22.2 billion in 1992. ToW AFDC monthly benefits averaged $388 per. 
month. per famHy, but benefits vary widely across States, In January 1993, the maximum monthly 
AFDC benefit fur a family of three with no countable income ranged from $120 in Mississippi to 
$923 in Alaska, In real dollars. the average monthly benefit per AFDC family has declined from 
$644 in 1970 to $388 in 1992. a 40 percent reduction. attributable mostly to inflation rather than 
reductions in nominal benefit levels. The Federal government's share of total benefit expenditures 
was $12.2 billion in 1992, and S10.0 billion was paid by the States. Total administrative oosts, 
shared equally between the Federal government and the States, were $2.7 billion in 1992. Overall, 
the Federal government pay. roughly 55 percent of total AFDC benefit.""'ts and 50 percent of 
administrative costs, 

The Family Support Act of 1988 created the Job Opportunities and Basic Skills (JOBS) program to 
provide education. training, and empJoymenh'elated services to AFDC recipients to promote self­
sufficiency. To the extent rewurces are available, all oon-exempt recipients are required to 
participate tn JOBS activities. Exemption categories include most children, those who are employed 
30 or more h9urs per week, those who are ill, incapacitated. or of advanced age, women in their 
second trimester of pregnancy, and those who are caring for a young child; or caring for an ill or 
incapacitated family member. Federal matching to States for JOBS program costs is available as a 
capped entitlement limited to $1,1 billion in fiscal year 1994. The matching rates vary between SO 
percent and 90 percent, depending on the type of costs being reimbursed, 

Most AFDe families art) eligible for and panicipate in the food stamp program, which provides an 
important in-kind supplement to cash assistance. While participation rates varied among States. 86.~ 
percent of AFDC households also r&eived food stamp benefits in fiscal year 1992.. AFDC benefits­
are counted when determining food stamp benefit amounts; one dollar of AFDC reduces food stamps 
by 30 cents, Additionally, all AFDC families are eligible for Medicaid coverage, and under the 
provisions of the Family Support Act. all families who leave AFDC due to increased earnings or 
hours of work are eligibl: for one yew- of transitional Medicaid coverage. 
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Welfare Dynamics and Characteristics 

It is extremely common for women to leave the welfare roils very soon after they begjn a spell of 
welfare receipt. More than balf of all welfare recipients leave the welfare rolls within their first year 
of welfare receipt; by the end of two years the percentage who have left increases to 70 percent. By 
the end of five years, about 90 percent have left the welfare roUs. However, many of those who bave 
left welfare cycle back on. Within the first year after leaving the welfare rolls, 45 percent return; 
almost tW!Hhirds return by the end of three years. By the end of seven years, more than three-­
quarters of those who bave left the'welfare system bave returned at some point. Almost half of aU • 
spells of welfare end wben a recipient becomes employed; other reasof!s for leaving AFDC inClude 
marriage and children growing up. About 4D percent of women wbo ever use welfare are sbort-term 
users, about one-third are episodic users and one-quarter are long-term users. Using data from 1%8 
through 1989, the average time spent on welfare was 6.2 years. 

While the number of AFDC recipients remained relatively constant between )975 and 1988, AFDC 
caseloads rose sharply during the early 1990s. The monthly average of 13.6 million recipients in 
1992 represented a 2.1 million increase since 1990. According to a recent Congressional Budget 
Office study. the primaty reasons for the sharp increase in the AFDC weload between lale J989 and 
1992 are the growth in the number of female-beaded families, especially those headed by women who 
never married, the recession and the weak economy. 

The vast majority of AFDC families are headed hy a single female. Among single 'female~headed 
AFDC households, the proportion of AFDC mothers who have never ~n married bas significantly 
increased. although the proportion of divorced AFDC mothers still remains sizable .. The AFDC 
case10ad is racially and ethnically diverse. Thirty~nine percent of AFDC family caseheads are 
African~American, 38,1 percent are white, 17 A percent are Hispanic, 2.S percent are Asian. 1.3 
percent are Native Amerjcan. and 1.6 percent are of another race or ethnicity. 

The average AFOC family is smail. In 1991,72.3 percent of AFDC families had 2 or fewer, 
children, and 42.2 percent bad only one chHd. Only a small proportion of AFDC families - 10,1 
percent - bave four or more cbildren. The average family size of an AFDC family has also become 
smaller over time, from 4.0 in 1960 to 2.9 in 1992. Over two..f.hirds of AFDC recipients are 
children. In 1991, almost one-half of AFDC children were under six years of age; 24.8 percent were 
under age 3, and 21.4 percent wete between ages 3 and S. One-third (32,6) of AFDC children were 
aged 6 to 1J. and 21,4 percent were age 12 Qr over. 

Over baJf of AFDC mothers began th~ir rereipt o(AFDC as teenagers; however, AFDC cases with 
teenage mothers (i.e., under age 20) make up only a small fraction of the AFDC case10ad at anyone 

.!- time, In 1992. 8.1 percent of the AFDC caseload was headed by a teenage mother. Almost half of 
AFDC mothers (47.2 peri:Cnt) were in their twenties, a third (32.6 percent) were in their thirties, and 
12.1 percent were in their forties_ 
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the 
current support system from one focused on writing checks to one focused on work, opportunity, and 
responsibility. The proposal calls for replacing the AFD<;: program with a transitional assistance 
program, to be followed by work. The new program includes four key clements: full participation, 
education and training, time limits. and work. 

KEY ELEMENTS 

• 	 Fun Partjclpnl1~. Everyone who wishes to receive cash support would be c'xpected to do 
something to help themselves and their community. Recipients would sign a personal 
responsibility contract indicating exactly what was expected of them and the government. 
Most would go immediately into the lOBS program. A limited number of persons who are 
not yet in a position to work or train (becanse of disability or the need to care for an infant or 
disabled ehild) would be assigned to a JOBS~Prep program until they are ready for the time· 
limited JOBS program, Everyone has something to oontribute. Everyone bas a responsibility 
to move toward work and independence. 

• 	 Training, Education, and Placement (the JOBS program). The core of the transitional 
support program would be: an expanded and improved JOBS program, which was established 
by the family Support Act of 1988 and provides training, education, and job placement 
services to AFDe recipients. The JOBS program would be revam~, Every aspect of the 
new program would emphasize paid work.. Recipients and agency workers win, as under 
current law, design an employability plan. One option would be (0 require aJt persons 
applying for assistance to engage in supervised job, search from the date of application. For 
those who need it, the JOBS program will belp recipients gain access to the education and 
training services they need to find an appropriate job, Recipients who willfully faU to comply 
with their JOBS program employability plan will be sanctioned. The new effort will seek 
close coordination with the JTPA program and other mainstream training programs and 
educational resources..Central to this welfare reform effort is recognition of the need to 
support workers woo have recently left welfare to help them keep their jobs. 

• 	 Time Limits. Persons able .~o work would generally be limited to two years of cash 
assistance, While two years would be the maximum period for the roceiPI of cash aid by 
people able to work. the goal would be to place people in private sector jobs long before the 
end of the two~year period. In a very limited number of cases, extensions of the time limit 
would be granted for completion of an educational or training program or in unusual 
circumstances, The time limit would be a lifetime limit, but persons who leave weIfare could 
potentially earn back time on assistance for time spent off welfare. 

• 	 Work (the WORK program). The new effort would be designed to help as many people as 
possible find employment before reaching the tw()~year time limit. Those persons who are not 
able to find employment within two years would be required to take n job in the WORK pro~ 
gram. WORK program jobs would include subsidized private sector jobs, atj wen as positions 
with local not-f{)r~profit organizations and public sector positions. The positions: are intended 
to be shorHerrn, last~resort jobs, designed neither to displace existing workers, nor to serve 
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as substitutes for unsubsidized private sector employment. The primary emphasis of the 
WORK program will be on stX:uring private sector employment. 

Key elements of tile new progtam are described in greater detai1 in addenda on JOBS and WORK at 
ilie end of this section. 

Changing what bappens in welfare oftkes will require significant cbanges in what is measured and 
rewarded. The Federal government wi!1 create strong financial incentives linked to long-term job 
placement and will seek to minimize the number of people who reach the two-year limit. Ultimately 
the best time-limited welfare system is one in which nobody hits the limit,because everyone is 
working before that point. 

KEY QUESTIONS 

Six key questions need to be addressed in designing the program of transitional assistance followed by 
work. 

• 	 Focus and Dhas~do. How quickly should the reforms be phased in and who should be 
targeted initially? , 

• 	 JQBS~Prep rul~, Who should be assigned to the JOBS-Prep program because they are not 
able to work or are needoo at home? How many persons should States be allowed to place in 
'he lOBS·Prep program? 

• 	 JOBS extensions. Who should be granted extensions of the two~year time limit? What limits, 
if any, should be put on the number of extensions allowed? 

• 	 W(}rk~fQr-Wages versus WorkAor-Welfare. Should States be required to provide jobs, paying 
wages, to those in the WORK program? Would Stares be allowed to use CWEP placements 
for all O[ part of the WORK slots? 

• 	 Pm-time versus fun-time work expe£tatjons. Should persons working parHime while on 
welfare ~e subject to time limits? How many hours should WORK participants be required to 
work? Should States be aUowed or required to supplement WORK earnings in 11 work-for­
wages program? 

• 	 DisCQuraeiog extended WORK paOj~i1iatiQn. What can be done to keep the, duration of 
WORK participation short and to move people into unsubsidized work? Should the EITC be 
denied to WORK program participants'? Should any particular WORK placement be'limited 
to 12 months? Should the Iota] time people are allowed to spend in the WORK program ~e 
limited? ' 

Focus and Phase--In 

The ultimate distribution of persons among the various elements of the program (JOBS·Prep. JOBS 
and.WORK) depends on policy dtX:isions, As a startin~i"'pOint. consider what would happen if we 
chose to undertake the extremely ambitious task of beginning the program full-scale in 1997. Most 
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States'will need at least 2: years to pass implementing legislation and get the program up and running. 

This would entail requiring everyone on welfare in 1997 and all those who apply subsequently to 

meet the new requirement?,' The JOBS program. which now serves an average of 600,000 persons 

monthly. would have to expand to almost 2.7 million participants in 1991, ·By the year 2000. about 

1,0 million WORK slots might be needed for persons who had reached the two~year time timit. 


It is very unlikely that States could implement the new program so rapidly, Even if resources were 

plentiful, proceeding so swiftly to full~sca!e implementation would almost guarantee enormous 

administrative difficulties at the State level. Facing the need to serve millions of new JOBS clients 

and to create hundreds of thousands of WORK slots., many States might be unable to deliver 

meaningful services to JOBS partidpants. An effective JOBS program is essential to moving people 

from welfare to wMk: and to transforming the culture of welfare offices, Accordingly, it IS critical 

that States, as part of the welfare reform effort, be able to focus on building such a JOBS program. 


Pbasing in the program gradually, starting with a subset of recipients, clearly seems a preferable 

approach. There are a number of different strategies for a more gradual phase-in. One strategy, as 

in the House Republican bill, applies new rules, including time limits, to applicants (both new and 

returning). This strategy has the obvious appeal of changing the rules i,nidall), for people who enter 

the welfare system in the future. rather than for those who entered earlier, under a different set of 


. expectations. Such 3 method, however, raises serious equity concerns. A 25-year old mother who 
had children before age 20 and had been on welfare oontinuously since that point woold face no time 
limit for several years, as long as she remained on assistance. Meanwhile. another mother of the 
same age, wiUl the same number of children. who had been married or had worked to stay off 
welfare but suddenly found herself in need of support would be subject to time limits. Applying the 
time limits to rewapplicants also creates very perverse incentives to stay on welfare. Most of the 
persons who leave welfare do return at some stage, and consequently many recipients who would 
otherwise leave might be inclined to stay on welfare to avoid the time limit, 

An alternate strategy would be to phase-in by State. The costs to the Federal Government dudng the 

phase-in period would be lower. since not all States would be implementing the program at the same 

time. However, States implementing the program would still have to grapple with the difficulties 

accompanying the massive expansion of services described earlier in this paper. 


An attractive alternative to these strategies is to focus on young parents, for example, 'those under 25. 

It is the younger generation of aciual and potential welfare recipients that are the source of greatest 

ooncern. They are also the group ror which there is probably the greatest hope of making a profound 

difference., Younger recipients are likely to have the longest stays on welfare, in part because they 

are at the beginning of their spells. Under this approach, we would devote energy and new resources 

to end welfare for the. next generation, rather than spreading efforts so thin that little real help is 

provided to anyone. 


One method of focusing on younger recip~ent!i WQuid be to place all persons born in 1973 or later 

(under 25 in 1997) into the transitional support system. All persons of the same age and 

circumstances woutd then face the same rules. regardless of when they -entered the system. This plan 

implies a gradual phase~in of more and more of the welfare caseload. since the fraction of those on 

assistance who we.re bom'ln 1973 or later would rise with each year. As of 1997, the new rules 

would apply to everyone under age 25. Ten years latet, everyone under age 35 would be in this new 
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transitional support structure. For this age cobort and all younger cohons fonowing, the welfare 
system would be transformed. Note that such a plan would not contemplate any reduction in existing 
education ~d training services for older recipienLs. They would still be eligible for JOBS services. 
But the new resources would be focused on young people. This plan would call fur a reassessment 
five years after enactment, to determine whether we are successfully implementing the program for 
the younger generation and can accelerate it to phase in older recipients. 

The number of persons served under such a strategy Is shown ',.In the table on the nex.t page, In 1997. 
the first year of implementation, everyone in the program would be either working, in lOBS·Prep. or 
in the JOBS progra.m, There would be no one in the WORK program until J998, wben persons' 
would begin to reach the two-year limit. N<lte thiM most people who entered the welfare system 
would not reach the limit two years later. Many persons would, as: is the Case now. leave welfare 
within a short periud of time and consequently would not be affected hy the time limit. Others would 
tycle on and off welfare and so wQuld accumulate 24 months of receipt over four or five years or 
more. Estimates indicate that as a result of the implementation of the new program and other reforms 
(health reform, child care for the working poor) more people wiU choose to work while on welfare 
and others wbo would not bave left without these changes will leave altogether. 

The projected costs of focusing on this target group are shown on in the intfoduction. Clearly, 
phasing in a larger group would increase these costs, while targeting a smaller group would decrease 
them, A decision to focus on young peopJe initially in no way precludes a.dding all or part of the 
older coborts to the program at a later time. For example, States could have the option to phase in 
the program more quickly, 

, 
The JOBS-Prep Program 

Any policy where work is required and timewHmits imposed must take account of differences in 
people's ability' to work, Poople who are permanently disabled and thus unable to work fur at least 
one year should in theory be covered under the Supplemental Security Income (SSI) Program. But 
some disabilities and most illnesses, even severe ones, last tess than a year, Many other people suffer 
from partial disabilities that limit their ability to work. Sometimes a parent is needed in the home to 
care for a severely disabled child. There also are persons who have great difficulty coping with the 
day~toooday challenges of parenting and survival in what are ofien hli:bly stressful environments. 

One solution would be simply to exempt persons facing such obstacles to employment from 
participation requirements, as is the case under current law. Having 1arge numbers of exemptions, 
however. may serve as an obstacle to ~banging the culture of welfare offices. Moreover. deferrals 
are nol necessarily beneficial to those who receive them. Advocates for persons with disabUities. often 
complain that current prog~ams send both explicit and subtle mess,ages that persons with disabiJities 
cannot and should not work, and thus cannot really contribute to themselves or their communities. 
Still, for many persons, immediate work or training may not he appropriate. 
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PROJECTED CASEWADS UNDER A HYPOTHETICAL PROPOSAL, 
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1972 

FY 1991 FY 1999 FY 2004 

Projected Adult Ca.llies With Parent 
Born Arter 1972 Without Reform 

1.20 million 

-
1.67 million 2.90 million 

Off welfare with Reform­
(Hea1th reform after 1999, EI'!'C, 
Child Care, JOBS, WORK, etc.) 

.03 million 

-. 
.07 million .50 million 

Program Participants 1.17 million 1.60 million 2.4 million 

Working While on Welfare .14 million .20 million .30 million 

, JOBS Participants .74 million ..89 million .87 million 

WORK Participants .DO million .13 million .63 million 

Pre-JOBS- disability/age limits work .13 million .20 million .30 million 

Pre-JOBS-severely disabled child .03 million .04 million .06 million 

Pre-JOBS-caring for child under one .13 million .16 million .24 million 

Notes: 

Numbers assume modest behavioral effects that increase over time. These behavioral effects include 
a 50 perce~t increase in the percent of recipients working part-time, employment and training impacts 
similar to San Diego's SWIM program and a modest increase in the percent of recipients who leave 
welfare for work when they hit the time limit. Figures for 2004 are subject to considerable error, 
since it is difficult to make caseload projections or to determine the impact of WORK requirements on 
behavior. Figures for FY 2004 also assume behavioral effects from the full implementation of hea1th 
reform. 

The hypothetical proposal assumes the policy will be implemented in all States by Federal law by 
October 1996. In addition, the estimates assume that for 40 percent of the caseload, States will 
implement the policy by October 1995. This follows the pattern of State implementation under the 
Family Support Act. . 

, 
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One very intriguing formulation has been proposed by the American Public Welfare Association, 
They suggest a "JOBS preparation phase" for persons not yet able to work or enter an education or 
training program. AU persons in this phase would be expected to do something to contribute to 
themselves and their community, hut they would not be subject to the time limit until they were ready 
to enter the JOBS program. We have drawn heavily on this formulation in designing the new JOBS~ 
Prep program, which would provide services intended to prepare persons for entry into the JOBS 
program. " 

Naming the program JOBS-Prep estabUshes the expectation that eventuaJly many, if not most, people'" 
~in this category will be able to join the regular JOBS program. But who should'be placed. in JOBS-. 
Prep status? Virtually everyone seems to agree that persons of advanced age (over 60). those with 
severe disahilities or those who are caring for a severe1y disabled chUd should he assigned to the 
JOBS+Prep program. But the question of how far along the continuum of disability the line should be 
drawn is a difficult one. 

A somewhat different set of problems is posed by the mothers of very young children. Should all 
mothers with children be expected to work. provided neither the mother nor the child is disabled? 
'The FamiIy Support Act exempts mothers with children under the age of 3 from participation in the 
JOBS program. States have the option of requiring participation of mothers with children over the 
age of 1 if the)' choose to do so. Eight States currently choose this stricter option. Five other States 
require mothers of children over 2 to participate, . 

Obviously. the IlWre people who are placed in the JOBS~Prep program and consequently not yet 
subject to a time limit. the fewer people will be in the JOBS and WORK programs. It is estimated 
that the following percentages of the current caseload would be in JOBS-Prep under different policies: 

Option A: Case head is 60 ),eatS or over, case head has a severe disability or is caring fur a child 

with a severe disability. 

8 percent In JOBS-Prep 


Option B: Case head is 60 years Qr O'"'et. case head has a disability which Bmits work, or is caring 

for a child with a severe disability. 

15 percent in JOBS-Prep 


Option C: Option B, plus cases with a child under! in the household or with a woman in the final 

trimester of pregnancy. Mothers of children conceived while the mother is on welfare would be 

assigned to JOBS~Prep for a period of time consistent with the Family Leave Act. 

2S percent in JOSS-Prep 


Option D: Option B, plus cases with child under 3 years in the household or woman in the fmal 

trimester of pregnancy. Mothers of children conceived while the mother is on welfare would be 

assigned to JOBS-Prep for a period of time consistent with the Family Leave 'Act. 

58 perC<l1! In JOBs-Prep 


Except for the shorter time limits for children conceived while the mother was receiving assistance, .• 
Option D is es~ntially the strategy used in the Family Support Act, though Stales are currently .­
permitted to elect Option C (as noted above, onl)' eight have done so), Option C, which would. . 
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reduce the number of exemptions by nearly half from current law> is the strategy used for the cost 
estimates in the hypolheticaJ proposal. . ' 

It is easy to determine the age of youngest child. but difficult to define disability. illness or the need 
to care for a relative for purposes of assignment to JOBS-Prep as opposed to JOBS. Rather than set 
up elaborate Federal rules for defining ability to work and then auditing performance, the Working 
GrouP. may want to recommend that the Federal government set a maximum percentage of the " 
case10ad which can be placed in JOBS-Prep for reasons other Ihan the age of (he youngest child. and 
provide guidance as to the other criteria for assignment to the JOBS·Prep'·program. The hypothetical 
pJan estimates asS\lme that States can place all mothers of children u:nder age I and, in addition, up to 
15 percent of the total adult caseload in JOBS~Prep. ­

, 

JOBS Extensions 

A related, but conceptualiy distinct question is that of extensions. Not all persons will be able to 
complete the MOOed education or trainIng programs within two years. For example, some individuaJs 
with learning disabllitieti may OOt be able to obtain a high school degree or a GEO within a two~year 
period. Other persons may be enrolled in post-secondary education, such as a four~year college 
degree program, which requires more than two years to complet~. Some programs. induding school~ 
to-work programs, involve both a period to finish high school and an additional year or more of 
postgraduate training • 

. There seems to be UuLe disagreement that persons who are making satisfactory progress toward 
attaining a high school degree or completing a GED> school-tn-work or similar program shOUld be 
granted extensions to attain their degrees or oomplete their programs. Extension policy should also 
be sensitive to the particular circumstances·of recipients, Persons with language difficulties may 
need, for example, to complete an English as a Second Language (ESL) course before they can obtain 
a OED or job training. 

The controversial question is whether a person sbould be able to receive full welfare benefits while be 
Qr she goes on to oomplete a four~year college degree. Those who favor such a proposal emphasize 
that assisting people to obtain a bachelor's degree is the best way to ensure that they do not return to 
wdfare. Pushing people into 1ow~wage positions which do not bring the family up to the poverty line 
or offer upward mobility may be ,counter-productive. 

Those who oppose extensions to allow individuals to complete a four·year college degree note that 
only one..quarter of all higb school graduates obtain a bachelor's degree, and that among welfare 
recipients the fraction is much lower. They question whether it is fair to use welfare benefits to help 
support persons who are gening four~year degrees when the vast majority of persons paying for mat 
support wiU never get such a degree. There is also a concern that single parents who receive cash 
assistance would actually have greater al;cess to economic support for higher education than persons 
who did not become single parents. A partial resolution to this dilemma may emerge if part-time 
work fulftHs the work obligation. In those circumstances. persons work.ing part time and attending 
school pan time would cominue to be eligible for some supplemental cash support in most States. 
Another option would be to let States apply for waivers to allow extens~<!ns for coitege. 
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As with the issue of assignments to JOBS-Prep, the Working Group may wan~ to recommend that the 
number of extensions be capped at a fixed percentage of the case1oad, The current proposal allows 
States to grant extensions to persons for attaining a high school diploma or GED or for completing a 
school-to·work or other appropriate education or training program, as well as to persons facing it 

language barrier or other serious obstacle to employment. States could also Opt to use extensions for 
persons in POSH:e.condary education. especially persons in work--study programs.-
We believe that setting the cap at 10 percent of the JOBS program caseload wilt provide States a , 
sufficient number of extensions. barring unusual circumstances, A State could apply to the Secretary \ \. ,J:...-: 
of HHS for additional extensions as an aJl.lendment to the State plan if it could demonstrate that its ~ /" ~,"",<'- • ' ,.~1J., 
caseload is very different from that in tllU nation as a whole or if it had developed an alternative ; (I,);_\1>'-M' 
program which is structured in such a way that additional extensions are required. 

Work-for·Wages Versus Work-for-lYelfare 

Unquestionably the hardest part of designing a time-limited welfare system is structuring the work 
program for persOns who have reached the time limit. The welfare reform effort will fOi;:uS on 
making work pay, collecting thUd support, and creating a first~rate education, training and placement 
program in·order to keep the number of persons reaching the time limit to a minimum, In addition, 
aU persons approaching the twtrycar limit will be required to engage in a period of intensive job 
search. Despite these efforts. some persons will bit the time limit without finding ajob on their own, 
and work opportunities must be provided fur them. 

The first and most visible choice in the WORK program involves work-for·wages versus work~for~ 
welfare. Under a work1or-wages plan, the State Of iocality is required to offer a work opportunity to 
persons who have reached the time limit. Hours and wages are set by the State or Jocality, Persons 
receive -a paycheck: for hours worked. If the person does not work, he or she does not get paid. In 
principle. persons are wage earners rather than recipients. In a workj'or·wel/are plan, the person 
-continues to receive a welfare check but is required to work at a designated community service job as 
a condition of eJigibility for cash benefits. Persons who fail to report for work or who perform 
poorly can have their welfare benefits reduced, so long as the State can establish that there was no 
good cause ror their absence or poor performance, In effect, under a work-far-welfare plan, WORK 
program participants remain recipients. but they have additional obligations. 

There seems to be considerable agreement on the strong appeal of a work-fur-wages modeJ. The 
structure is seen as providing a traditional work opportunity with the dignity and the responsibilities 
of a standard work place, Persons would receive wages rather than a welfare check. 

The major question to be resolved is whether States should be pennitted to opt for a work~for-welfare 
model if they choose to do so. If the decision is made to allow States to elect a work-for-welfare 
model, the Administration's plan could have provisions to encourage States. througb financial 
incentives and technical assistance. to adopt a worlAor-wages model • 

. 
Those who argue lor allowing States the choice cite two major concerns: implementation and 
recipient protection, A work-for-wages program of this magnitude for this population bas not been 
implemented previously. ~,', 
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,- ,Under a work~for~wages structure, communities would have to estaMish a sysiem for linking WORK 
participants with the private sector. as wen as with the nnt~for·proflt and public sectors. They would 
need to determine' how and by what method to pay organizations who employ WORK participants. In 
addition, they would need to .set up procedures for monitoring WORK program participation and 
resolving disputes. 11lere are also difficult questions involving worker protection. What llappens if a 
WORK participant, or his or her child. is sick? What happens if the adult simply fails to show up fur 
work repeatedly? What if the ,worker feels the work place 1S dangerous or abusive? We have limited 
real experience to draw-on in addressing these concerns. 

~ 

While a work-for~wages model has not been tested on this scaie, work~for-welfare has been tried in 
various forms by man'y States, The payment structure is easy-panicipantS get a welfare clleck.' 
Dispute resolution is handted within the same sanctioning and appeal structure used for, other disputes 
concerning cash benefits. States stU! have to find work sites. but protection for workers is less of a 
problem, since the benefit continues to be paid unless the State decides to begin a sanctioning process. 

Before the State can reduce the benefit it must establish that the person failed to meet his or her work 
obligations without good cause, Such a test would never be metJf a child were sick or transportation' 
broke down. Though few people like the existing wOfk~for-weifare programs (usuaHy ca11ed 
CommunIty Work ExperIence Program. CWEP), and evidence regarding their impact on employment 
and earnings is not encouraging. work-for-welfare is a known entity. A number of other welfare 

·reform plans call for CWEP after two years oftransitionru assistance. 

Those who argue against allowing States the option of selecting CWEP fear that many would choose 
the approach that they know, without giving the wOrk-for-wages model serious consideration. This 
would undermine the goals ~d philosophy of the reform pJ~, They view the implementation 
problems in, work~for~wages as difficult. but surmountable. espedally if the program initially focuses 
on younger recipients, As discussed below. States would be given enormous flexibility in deciding 
how to implement a work-for~wages mode1. Moreover, under the phase--in strategy recommended 
above, the numher of work slots would grow gradually, due to the targeting of young parents, giving 
States the time they need to design and implement new systems. The scale, rather than the structure, 
of the WORK program may b. the primary concern fur States. 

Work-for-welfare sends adverse messages to recipient~, prospective employers. and the public, 
,CWEP slots are not generally perceived as -real jobs." CWEP participants in arguably one of the 
best'run programs (in San Diego) reported that they thought the work requirement was fair. but they 
felt like they were working for free. There is JittJe evidence that persons who go through CWEP 
subsequently fare better in the work place than poopJe who were just on welfare, Employers will 
probably never see CWEP experience as serious ~ork experience. No regular job pays its employees 
regardless of when' and whether they show up unless the employer can prove the person did not stay 
out for good Oluse. Placements are virtually never in the private sector. nor are they likely to be. 
Work~fo(>owages programs by contraSt can target private sector employers. Perhaps most importantly. 
without the responsibilities 'Of regular work and the paycheck tied to perfonnance, there will be far 
less dignity in WORK. 

AdVOC.1tts for,a work-for-wages policy note that such a model would distinguish the Administration's 
plan from other proposals and serve to define and delineate our vision. A work-for-wages plan 
whereby persons are given transitionru aid and training and then offered a job if they can't find one 
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on their own contrasts sharply with a plan which calls for people to work ,off their welfdre check after 
two years. 

The Working Group may want to' recommend a very flexible wO'rk~for.wages program, with 
considerable State and local discretion in the operation of the program, Many of the details would be 
quite consciously left to States and local communities, who know their own needs and circumstances. 
including labor market conditions. best. 

Part-time versus Fun~time Work Expt'd~(jons 
" 

The transitional support program will focus heavily on work. Persons would not be able to collect 
welfare benefits indefinitely without working. But -the question remains: should someone ~ho has 
reached the time limit and is working in a low-wage job, either a WORK position or an unsubsidized 
job. be able to receive cash benefits in addition to wages, if the family's income is below the 
eligibility stlIndard in tile State? 

One option is to allow families in whkh one member is working part~time (20 hours per week in an 
unsubsidizedjob) to continue to collect cash assistance. Vnder this strategy, months in which an 
individual was working part-time would not count against the time limit, and persons who had 
reached the time limit and were in WORK positions or in unsubsidized jobs could collect cash 
benefits if otherwise eligible. Also. part-time work would meet the JOBS participation requirement. 

This approach has several advantages. Part-time work may be ttu~ moot r~nable standard for single 
parents. especially those with young children., All working parents face significant burdens in dealing 
with school schedules, child care, sick children, doctor visits and the Uke. Though the vast majority 
of married mothers work, only about 113 work full-time all year, and they have bell' from their 
spouse. Given that at present only 8 percent of adult AFDC recipients presently work at all in a 
given month, getting people to work part-time may be seen as a major accomplishment. Moreover, 
part-time work may serve as a stepping stone to both full-time work and to better-paying jobs. 
Employers typically have a strong preference for work experience in unsubsidized jobs. 

In addition~ if wages from WORK assignments could not be supplemented with cash benefits, the 
higher-henefit States would have to either make their WORK assignments full-time or leave people in 
WORK assignments worse off than those who were not working and on assistance (i.e., those who 
had not reached til. time limit), It could b. both expensive and counterproductive to take people who 
have reached the time limit and are working parHime out of their unsubsidized work to place them in 
full-time subsidized WORK slolS. 

The current cost estimates assume that part-time work stops the time..fimit clock. and consequently 
., 

more people. choose to work part-time in unsubsidized employment than are doing 00 now. If part~ 
time work does not stop the clock, the numbet of WORK positions needed mig~t weU be higher, 
because persons who would work part-time while on assistance might give up their unsubsidized work 
to obtain education and training within the twowyear window. . 

FinalJy. some argue that since full-time work would always be.much more financially rewarding than 
parHime work, persons would already have every incentive to work full-time rather than part-time. 
Part... ime workers would generaUy be poor, ..even with their supplemental benefits . 
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A second option is to end cash assistance entirely at the end of two years and require participation in 
the WORK program, even for the working poor who might stilt qualify in some States. People in 
WORK slots ·or unsubsidized parHime work would not be eligible for supplementary benefits. It 
would encourage people to become self-sufficient. with the help of the EITC, child care and health 
care-rather than continuing to rely on welfare. indefinitely, It would seem more equitable to single 
parents who are working fulHime to support their children without the benefit of welfare. It might 
also be less costly in the long run than the first option. " 

A third alternative would be to stop the time-limit dock during part-time work only if the parent had 
a young child: on the grounds: that these art the parents most IJkcly to encounter difficulties working 
fuU~tin'le as well as those for wbom child care is likely to be the most eltpensjve, 

Finally. a fourth alternative could be to leave the decision to the States, whether to 5eop the clock for It ' E.rcc..­
pefS()ns working Part time. ,.., 1.V ~,tl.f 

,0-" .. .,...
". (..1,,,...,"1 ,:yf)-I/...,

Work EXDe£tatjQns in IDe WORK Program 1~"""'" ~ ',...!-<­;"
". I"""i 

~ 
• W"1,L.

i"-1 \ f),'''·Related to the treatment of part-time work is the key qu~tion of how to set the number of hours r,
expected of participants in the WORK program, An obvious strategy is to calculate the required 
bours of work in the program by dividing the casb welfare benefit by the minimum wage. But this 
simple formula raises issues which vary depending on each state's level of benefits. 

In low-benefit states, dividing casb benefits by the minimum wage yields a very lQW level of required 
work. In Missis.sippi, for example, a mother with two cbildren would be requlred to work: just 10 
hours per w.eek - hardly a substantial work experience. One sOlution (consistent omy with the wor\::­
for-wages model) is simply to set a minimum number of hours. In some states, this would mean that 
WORK panicipanrs would have more inoome than people receiving cash assistance omy, Another 
solution (consistent only with the work-for~welfare model) is to include in the formula the value of 
food stamps in addition to cash benefits. Some would argue that it is unfair to require people to work , 
off non-ca.';h benefits, and this concern is intensified by the fact that this would occur in some states 
but Dot in others, 

By oontrast. in high-benefit states a different set of issues arises. tn these states dividing cash benefits 
by the minimum wage yields a vc:ry high level of required work - more than 35 hours per week. 
The greater the number of hours of work, the greater the associated child care COSts. and the.greater 
the difficulty of developing WORK assignments, Moreover, in some states if no supplemental Casb 
benefits were provided, poople earning minimum wage in WORK p<J;.'litiofL.'l would actually be worse 
off than people receiving cash assistance only, 

Because the issues In setting the number of bours vary depending on each state's level of benefits, the 
Working Group may want to recommend giving States flexibility to determine work. bours within a 
reasonable range - say, 15 to 35 hours p~r w~k. St;ates would also have flexibility to decide 
whedter to provide slipplementa1 cash benefits to WORK participants, They could use whatever 
fonnulas or criteria they choose, provided that they ensure that (I) WORK participants receive at least 
minimum wage, and (2) WORK partieipants'are better off than people receiving cash assistance only. 
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Discouraging Extended WORK Partj£ioatiQn 

WORK program jobs are not intended to serve as a substitute for or displace private sector 
placements, Rather. they are designed to provide temporary, last·reson work for persons ~o have 
reached the time limit without finding a private sector job .. Unless long-term participation is deterred, 
the size of the WORK program could become prohibitively large. Indeed. the ultimate goal of the 
WORK program is to place people into unsubsidized work. 

There are various ways in which a WORK program can be design~ in order to discourage or prevent 
extended participation, These include the following provisions: Hmiting the dur.ation of each 
individual WORK assignment, requiring frequent job search. denying the EITC to·WORJ( program 
participants and placing limits on the total length of time people are allowed to spend in WORK· 
assignments. 

Limiting the duration of individual WORK assigpments and following them with intensive i2b search. 
There is little disagreement that individual WORK placements oUght to be limited in duration to 
perhaps 12 months. This limit is designed to prevent participants from becoming attached to 
particular subsidized jobs. Of course. there would be strong encouragement to and incentives for 
employers to hire WORK. participants as unsubsidized employees before or at the end of the 12 
months. Before and after each WORK assignment. job search would be required. 

1l1'lllYhH: tb~ EITe to WORK program participants. Perhaps the best way to ensure that people do not 
eschew private sector jobs for WORK positions is to make certain that any private sector position 
pays better than a WORK job. Though there ate vatious mechanisms for accomplishing this. one of 
the easiest is to deny the BITe for money earned in the subsidized WORK assignments. Since 
WORK slots ate already subsidized, it could be argued that it would not be appropriate to offer the 
additional subsidy of the EITC. There WGuld be some administrative complexity to treating earnings 
received while a WORK participant different! y from other earnings. 

Some argue that if persons are being expected to work in real jobs they ought to receive the same 
benefits as other workers. They believe that }imits on the duration of WORK assigrunenuo. frequent 
job search and the possibility of promotion wiH Jead people to move toward private work without the 
need for special ~penaltie.s" for WORK workers, 

Others argue that without such a requirement. the WORK program will not truly be a last resort for 
those unable to find unsubsidized jobs. 

, 
Reauiring acceo1am:e of any private sector job offer. Both JOBS and WORK program panicipanrs 
would be required to accept any offer of an unsubsidized job, provided the job met certain health and 
safety standards, or be denied assistance or a WORK job for several months. After two refusals, the 
person might be permanently denied access to a WORK assignment. Some argue that such provisions 
are unnecessary, hard to administer and potentially unfair. especially if the EITe is denied to WORK 
workers. 

Limijjng Ib~ lQtal time people can be in the WORK program. Another way to limit WORK 
participation would be to time limit WORK, just as welfare is time-limited. Those who favor limiting 
the total length of time in WORK assignments to two or three years argue that other persons are not 
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guaranteed paid work if they cannot find it on their own, Theoretic-aJly, persons could stay in the 
WORK program for many years, and such extended WORK participation is seen by some as creating 
a work entitlement that may become as unpopular as welfare is now. 

A second argument involves the be,<;t use of resources. WORK slots require resources for job 
creation and child care, If people have been in the WORK program for two years and in the JOBS 
program for two years prior to that, resources, including WORK positions, might be better focused 
on other recipients. 

• 
The biggest problem with limiting the duration of WORK participation, is dedding what to do when 
individuals hit such a WORK time limit. One strategy would be to have individual evaluations for 
those who reach tbe WORK time limit to decide whether they should be returned to JOBS~Prep, have 
their welfare benefits reduced if they are job ready. or be classified as permanently deferred. Sucb a 
strategy would ensure that WORK slots were preserved fot those first reaching the time limit. One . 
need not require States to limit WORK assignments; one might onJy provide the flexibility to do so. 
Other welfare reform proposals allow States to terminate or reduce public assistance after 3 years in 
CWEP. 

Opponents argue that there is no justification for limiting participation in the WORK program, 
especially if WORK participants are denied the EITC. If all the provisions Hsted above for limiting 
the length of WORK limiting provisions were adopted, anyone still eligible for a WORK assignment 
after, say, 2 or 3 years would bave successfulJy met all WORK requirements in several different 
placements. been through 3 or 4 intensive searches for unsubsidized employment. not refused any 
private sector job offer and would ge seeking a WORK assignment even though any private sector job 
. opportunity would pay 4Q percent more and probably offer a better future. 

Opponent.'; of WORK time limits argue that such people would most likely be individuals who 
genuinely could not find any private sector employment either because they lived in a weak labor 
market, or because they could not, despite their best effortS, successfully compete for available jobs. 
Denying them the opportunity to participate in the WORK program would very likcly cause their 
incomes to fall sharply. potentially putting the family at serious risk of.homelessness or other crises. 

, Virtually none of these families would have had incomes above the poverty line while they were in 
the WORK program. Unless we are willing to provide cash benefits without a work expectation for 
people who are no longer eligible for the WORK program, we would be placed in the position of 
denying support to persons who had demonstrated a willingness to work. Finally, there is the 
question of what would happen to people who had exhausted both their lOBS support and WORK 
support, sucCeeded in finding work. but lost that work when the economy changed or for other 
reasons. What would be the temporary safety net for such families'? 

Time-limiting participation in the WORK program would not have any effect on cost estimates in the 
five.year cost estimation window used ror the budget Since it will likely take States two years to 
begin implementing the program, even a strict two·year limit on JOBS followed by a strict two~year 
limit on WORK would not affect anyone for six years, Since most people do not stay on welfare 
continuously for four years, in most cases it would not have any effect for seven or eight years. 
Eventually, however, such limits on WORK could have a"significant impact. Unfortunately, we have 
no information on the e;dent to which extended stays in the WORK program will be a problem, nor 
any understanding of what would be the reasons for such extended stays, The issue wuld be revisited 
in later years if extended spells in WORK became ,3 problem. 
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INDIVIDUAL ECONOMIC DEVELOPMENT 

As part of the welfare reform effort, we will be exploring a range of strategies, above and beyond 
education and job training, to help recipients achieve self-sufficiency. Microenterprise development 
and incentives for saving will be among the complementary approaches to be examined. The 
hypothetical welfare reform plan includes two individual economic development demonstration 
programs" one testing the effect of Individual Qevelopment Accounts on savings and another 
attempting to encourage persons on assistance to start microenterprises (small businesses). Raising 
the asset'limit for eligibility for cash benefits w $10,000 for savings accounts designated for specific 
purposes such as purchase of a first home is also under consideration. 

An Individual Development Account (IDA) would be a special type of savings account, in which 
savings by recipients would be matched by Federal government dollars. Savings from an lOA, 
including both the individual's share and the matching dollars, could onJy be withdrawn for a limited 
number of purposes, including paying for education or training, starting a business or purchasing a 
home. The IDA demonstration will attempt, through a randomized evaluation, to determine the effect 
of such savings incentives on both asset accumulation and movement toward self-sufficiency. 

The hypothetical reform plan also includes a demonstration program to promote self-employment 
among welfare recipients by providing a-ccess to both microloan funds and to technical assistance in 
the areas of obtaining loans and starting businesses. The demonstration, which will, as above, be a 
random assignment study, will explore the extent to which self-employment can serve as a route to 
self-sufficiency for recipients of cash assistance. 
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ADDENDUM: EXPANDED JOBS AND TIME-LIMITED CASH ASSISTANCE PROGRAM 
DESIGN 

A greatly expanded JOBS program will be the centerpiece of the new transitional assistance program. 
JOBS will be a t~o-year job search, educat.ion, training and job placement program designed to help 
welfare recipients secure employment and achieve self-sufficiency. While individuals are in JOBS, 
they will. be eligible for cash assistance. Following is the recommended expanded progr~ design, 

Administration, AS,under'current law, State welfare agencies will administer the cash assistance and 
expanded JOBS program under broad Federal guidelines. States will have to submit a JOBS plan, 
which has been developed and coordinated with relevant employment, training, and educational 
programs in the State, to the Secretary of HHS for approval. 

Funding, As under current law, Federal matching funds for JOBS will be available as a capped 
entitlement, 

Actiyities. New entrants will be assessed and then enter into an agreement with the agency 
administering the JOBS program that stresses the mutual responsibilities of recipient and agency under 
a time-limited assistance program. The focus will be on the activities and services that the individual 
needs in order to achieve self-sufficiency. States will have the option to require persons. applying for 
assistance to engage in job search from the date of application. 

State JOBS services and activities will be largely those provided under current' law, including 
education, training, CWEP and other work activities, job development and job placement. A key 
aspect of the plan is to increase coordination and integration of JOBS with mainstream education and 
training programs and initiatives. Current limitations on the duration of job search within the JOBS 
program will be relaxed to promote employment. 

Recipients who are within 45-90 days of reaching their two-year time limit will be required to engage 
in job search at that point. 

Participation standards. The new transitional assistance program will be phased-in gradually over 
several years. At full implementation, minimum State JOBS participation rates will be significantly 
higher than the current rate. The definition of participation will be expanded to include a broader 
range of activities that promote self~sufficiency, 

Sanctions. We are considering strengthening the sanctions for failure to participate in the JOBS 
program. One option would be to adopt the APWA recommendation that the sanction be set at 25% 
of the total of cash benefits plus Food Stamps. 

Earn-back provisions. Recipients who leave JOBS and transitional assistance for regular unsubsidized 
employment before reaching the two~year limit but subsequently lose their jobs will be able to return 
to the transitional assistance program. Persons who have left welfare can earn back potential months 
of assistance for time in which they.were out of the 'Welfare system . .• 
JQBS~PreQ. Recipien.ts who are not able to work or to participate in a JOBS eduCation or training 
program will be assigned to JOBS~Prep and. expected to do something to contribute to themselves and 
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their community, Individuals in the JOBS~Prep program would include persons of advanced age. 
those who have severe disabilities and mothers of very young. very in or severely disabled children, 
Persons assigned to the JOBS~Prep program would not be subject to a time Iimit unless and until they 
entered the JOBS program, The percentage of the caseload that States could place in the JOBS·Prep 
program will be limited, 

Extensions. States will be permitted to grant a limited number of extensions of the rime limit for 
completion of education or training programs and in other appropriate circumstances. It is proposed 
that States be allowed to extend a maximum of 10 percent of their caseload at anyone time, Under 
special circumstance:&~ States could be permitted to exteed the cap on exten.o;ions. 
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The following are key poHcy elements and the initial rerommended design. Elements with an ., 
contain controversial policy questions: 

Administration. States would be required to develop a WORK plan for joint approval by the 
Secretaries of HHS and Labor. States would be required to have a WORK advisory panel with 
membership from labor, business and community organizations. To be resolveO~embership and...... 
links to Private Industry Councils (PICs) and Workforce Im'estment Boards (WIBs) The advisory 
panel would have to approve the WORK 'plan. , \. , 

Fundinl!. For each WORK placement. States would receive a flat amount for administrative costs and 
would be reimbursed for wages paid (hours times wage) according to a specified set of matching 
rules, Federal matching rates would signifi~t!y decline the longer the person stayed in the WORK 
program as a further incentive for States to move people into unsubsidized work:. Additional monies 
or a higher match might be available to States in times of recession, 

Placements. Placements in private sector establishments would be strongly preferred. States would 
be free to negotiate contracts with private companies, placement services, community organizations, 
State and local government age~cies. and other organizations to accept or place WORK participants in 
exchange for payments from the government. Private sector placements would require that at least 
some portion of the wage be paid by the employer. 

In addition. '3 major effort would be undertaken with State and Federal government agencies to find 
job placements through existing initiatives and program expwions such as chlld care. ,Head Start 
centers. housing rehabilitation projects, Empowerment Zones, and many others. 

National Service placements would also be acceptable WORK assignments, States would be given the 
option of contracting with the National Service Board to provide a certain number of National Service 
Placements. In addition. National Service workers could be used to help work with and supervise 
WORK panicipants in community service activities . 

.. Displacement, Language to be developed, with NationaJ Service non-displacement language serving 
as the base, 

• Hours. Hours would be set by the State~a minimum of 15 hours and a maximum of 35 bouts. 
States would be free to use whatever criteria they choose in deciding upon hours so long as each hour 
of work was paid, 

States could choose to offer anything from part-time to full-time work. If the WORK job paid less 
than the family wOllld bave :receiv~ in cash benefits (before reaching me time limit) the State would 
be required to pay a supplement (see below). Requiring fuU~thne work would be considerably mote 
expensive, more than doubling the cost of the WORK program and complicating the job creation 
problem considerably. Particularty for mothers with young children. full-time work may not be 
deemed appropriate or practical by the local community, ,{II, 
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., Wages. working conditioQs. and benefits. WORK assignments would have to pay at least the 
higher of the Federal and any State or local miQimum wage~ but States and localities could choose to 
set a higher wage rate in specific cases. An argument can be made that on the gmunds of equity, 
lota1 compensation (including any subsidized child care and other benefits) paid to iodividll;3.ls in 
WORK assignments would bave to be similar to the compensation paid ro other workers in the same 
job (taking -expedence and skins into account). Sick rules and absentee polky would be the same as 

. that of similar workers in the establishment. States would set or negotiate such rules in cases In 
which a new organization or establishment was being formed to employ WORK participants. 
Workers co~pensation coverage would be provided•.either through the employer or by another 

• < method. 	 FICA taxes WQuld be paid" with, again. the exact mechanism to be developed, Unemploy~ 
ment insurance payments, however. would not be required. 

Supplementa;l suonort. If expected WORK program earnings net of work expenses were less than 
would have been received by a non·worklng family on cash assistance, the Slate would be required to 
pay the difference as a supplemental benefit. Note that such a supplemental benefit would never be 
higher than the supplement that would be paid under transitional assistance for someone with the same 
earnings in a private sector job. 

!..Treatment of earnings from WQRK program for other government bepeu~, For purposes of 
detennining eligibiHty and benefits for other government programs, the following rules would apply: 

, • 	 For purposes of calculating food stamp, housIng and other benefits, wages paid under the 
WORK pmgram would be treated as earnings. Benefits would be cak_ulated on a 3·rnonth 
prospective basis under the assumption that the person were going to work the full number of 
hours assigned. No increases in food Stamps or supp1emental benefits would occur if the 
person did not work the required hours, provided he or she did not have good cause (e.g" a 
serious illness) for the missed work. 

• 	 Earnings received under the WORK program would not be eligible for the BITe and would 
not be included in adjusted gross income for tax purposes. This provision is designed to 
ensure that pdvate uosubsidized work would always be significantly more attractive than 
WORK 

Limits on the duration of each placement with frequent reguirements for supervised job search, 
WORK slots are designed to be temporary, available- only when people really cannot find private 
sector work. Each individual placement would be limited to no more than 12 months as a subsidized 
placement and would have to be preceded and followed by a period of intensive job search. If the 
employer agreed to take the person on as an unsubsidized worker, the individual would be considered 
out of the WORK program. 

.. Reguired acceptance Qf any private sector lob off!t:r. WORK program participants would be 
required to accept any unsubsidized job offer or be denied a WORK job for several months, After 
two refusals, the person might be pennanently denied access to a WORK assignment . 

..... t>. 	 Tracking of nlacemeot and retention rewrds. States would be requlred,to maintain rOCQrds on the 
rate at which WORK workers are retained by their WORK employers or placed in unsubsidized jobs 
by placement services, States would be exp&ted to give Neference for contracting with the WORK 
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program to the employers at:W placement services with the best perfonnance, At a future date."the 
Secretary of HHS may impose retention or placement standards. 

Returns to JOSS-Preo, Persons who became temporarily ill or faced a major new impediment to 
work could seek to be re--eva)uated and placed. in the JOBS-Prep program until such time as the State 
deemed them ready to work, PersoilS in this status would count against the limit on JOBS-Prep 
placements• 

.. Insufficient WORK slots- in cases where there are insufficient WORK slots, first preference would _ 
go to people just reaching the time limit. States would be required to pay ongoing cash benefits to 
persons who were not placed in WORK assignments~ and States wou~d be reimbursed fur such 
benefits at a significantly reduced match, The reduced match might be waived in periods of high 
local unemployment. 
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MAKING WORK PAY/CHILD CARE 

BUILDING BLOCKS: EITC AND HEALTH CARE REFORM 

A crucial component of welfare reform based on work and resPonsibility is making work pay. 
Although they are nOt discussed in this paper, working family tax credits and health reform are two (If 
the three major oomponen_ts of making work pay. Last summer's $21 billion expansion of the Earned 
Income Tax Credit (EITC) was a major step toward making it possible for low~wage workers to 
support themselves and'their famuies above poverty. When fully implemented, it will have the effect ~­
of making a $4:25 per hour job pay nearly $6.00 per hour fur a parent with two or more children, 
The welfare reform proposal win include provisions to make sure the EITC can be d~ivered on a 
regular, advancewpayment basis throughout the year, 

The next critical step is ensuring that all Americans have health insurance coverage. Many recipients 
are trapped on we,lfare by their inability to find or keep jobs with health benefits that provide the 
security they need, And too often. poor. nonwworking families on welfare have better health coverage 
than poor. working families. The President's health care reform plan will provide universal access to 
health we, ensuring that no Qne will have to fear losing health coverage and choose welfare instead 
of work to ensure that their children have health insurance, Both the EITe expansion and health care 
reform will help support workers as they leave welfare to maintain their independence 'and self~ 
s:.'fficiency, 

The key missing component for making work pay is subsidized child care. In order fur famiJies. 
especiaJly singlcKparenl families, to be abJe to work and prepare themselves for work, they need care 
for their children. In addition to ensuring child care for participants in the transitional assistance 
program and for those who transition off welfare. child care subsidies will be made available to low~ 
income working families who have never been on welfare . 

. 
There are: two major issues as we think about child care in the context of welfare refonn: 

• 	 How much subsidized child care should be made available, and for whom? 

• 	 What investments and/or requirements should be put in place to improve the quality of 

child care and the coordination of child care programs funded under different 

mechanisms? 


ISSUE: HOW MUCH CIDLD CARE AND FOR WHOM? 

There are three categories of I~w-income families with child care needs that we ought to consider: 

• 	 Pamilies in JOBS, working pan-time. Or in WORK 
". 

• 	 Families in a tran§ition period, having just worked their way off assistance or the 

WORK'program 
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• 	 Families working without having ever been on welfare or working beyond a transition 

period. 


AU three categorles have legitimate claims on chUd care subsidies. Famliies who are required to 
. participate in JO'BS are currently guaranteed child c~re. and rightly so. People who are working but 

still on welfare h,ave their child care subsidized through dis~egards in their AFDC and food stamp 
benefits, and sometimes through subsidies. We proposlno continue current guarantees of child care 
'subsidies for these categories of recipients. People in the WORK program are like welfare recipients 
in that they are working as a condition of receiving continued support, they are work.ing at the 
rniniinum wage. and they are not receiving tile EITe. The proposal would guarantee their child care, 
just as it is guaranteed for JOBS and AFDC participants, . 

Under current law. people who move off welfare and are working are guaranteed subsidized chUd 
care for a year in order to ease the transition, We propose to continue that guarantee for participants 
in the transitionaJ assistance program who move into private sector work. 

It is bard to argue, however, that low~income working families who are not on welfare'or are 
transitioning off welfare are less needing or deserving of child care subsidie.~ than poople who are on 
welfare, It seems quite inequitable to provide child care subsidies to one family and to deny them to 
another whose circumstances are identica1 except for the fact that the first family is or has: been on 
welfare. 

The cruciru issue to be decided is the size and shape of a child care subsidy program fOl: the worting 
poOr. This program should almost certainly be designed a.'\ a capped entitlement. There are three 
basic options, which reflect different'overallle'.'cls of resources and different targeting strategies.' 

Capped Ilntitlement: Full-Sorvi.,. Level 

If we genuinely want to make work pay. to make work more attractive than welfare, and to maintain 
equity between those who have and have not been on welfare, it is important that child care subsidies 
be available for the working poor. independent of their priQr welfare status, The ideal approach. if 
resources were no constraint. would be to guarantee a child care subsidy to all work.ing poor families 
who need it, with a reasonable ceiHllg on cost per chiJd. The cost of such a fun-servi~ entitlement is 
estimated to be between $2 and $3 billion per year of net new Federal and Stale spending. 

This estim,ate is very uncertain. Because it'is based on current usage, it does not reflect potential r 
changes in work behavior and child care choices that might result if new subsidies were available, 
The estimate may, therefore. underestimate actuaJ costs. On tiie other hand, experience to date 
suggests that actuaJ child care usage is .often much lower than jllanners predict~ based on this 
experience. the estimate could be (00 high. Because of the great uncertainty of the estimates of 
providing subsidized child care for the working p<XJr. however. it seems unwise at this point to 
establish an uncapped entitlement which could potentially become quite exp~nsive, 

The logical alternative is a capped entitlement set at a level that reflects: available resources. Capping 
the entitlement guarantees that spending will not exceW the specified limit."­
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We suggest a funding level at less than full service in order to reflect available resources, The 
proposal is for $2.0 billjon in 1999, with a five~year cost ofS5.0 billion, This is less than our 
estimates for full service. and therefore, requires some method of aJlocation. 

Allocating a Capped Entitlement; State Discretion 

The most obvious way of structudng-a capped entitlement to child care for the working poor, whether 
at the full-service level or at a lower level, is to allot available funds to the States and allow them to 
use the funds for services to families as they see fit. This approach should work very weU if the 
funds are set at the full M service level.. At a lower funding level, however, a problem arises because 
the funds may not meet actual demand: .and criteria for determining which families to serve are 
difficult to set. ChUd c~e subsidies tend. therefore, to be distributed inequitably, often on the basis 
<Jf a first-eome. first-served strategy that cannot address re1ative need. 

Allocating a Capped Entltl<ment: Targeted 

An alternative would· be a targeted capped entitlement, Because·~t.would be capped, spending levels 
would be controlled. But if it were targeted to a population sub~group, and set at a level that was 
estimated to be sufficient to serve that subMgroup, (he allocation problem of the full-service, capped 
entitlement could be a1leviated, The question, therefore. is whether there is a sub·group that could be 
targeted that makes sense programmatically .and that could be served with a reasonable resource 
allocation. 

One possibility is to target young families, along the same Hnes and for the same reasons that we are 
targeting young AFDC applicants and recipients for phasing in the transitional assistance program, 
This strategy has many attractive features. It can be justified on the same grounds that we justify the 
focus in the transitional program-investing in young families. It also addresses the problem of equity 
between welfare and non~welfare recipients. Everyone born after 1972 would receive services in the 
JOBS and WO~ programs and child care subsidies if they are working, whether or not they are or 
have been on welfare. The disadvantage of this kind of targeting. obviously. is that it denies services 
to older mothers simply on the basis of their birth date. Focusing child care subsidies on young 
mothers may send a wrong message about the desirability of deferring parenthood. 

The estimated additional costs of child care subsidies for young families are about $750 mlllion per 
year. ·Our suggested funding level would, therefore, be sufficient to serve all young families and a 
portion of older famUies, 

, 
QUAUTI' AND COORDINATION ISSUES 

The issue of quality versus quantity in child care has a long and «Intentions history. At one extreme 
are those who argue that child care subsidies should only be available for care that meets FederaJty­
defined quality standards. that professional group care should be preferred over informal care, and 
that rates shQuld be set in such a way that expensive care is not only eligible for subsidy but is 
encouraged. At the other extreme are those who argue that chitd care subsidies should be available 
for any kind of care that the parent qm find. with a strong preference for inexpensive and informal"' ,care. 
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fiend Start 

fortunately, some agreements and accommodations in the Head Start program have been emerging 
that can guide an approach to child we, Nearly everyone agrees that Head Start, with its bigh 
quality comprehensive approach to chUd ~evelopment. should be the preferred service for'~ many 
three-- and {our-year-Qlds as possible, with supplemental child care as needed. This Administration's 
commitment to expanding Head Start. and to developing more full--day and fuJI~year'Head Start slots. 
will ensure that.as many as 1,000,000 low-income children in 1999 will be served by Head Start. 

Parental Choice and State Oversight 

Recent child care legislation'has been based on the consensus that for other child eare arrangements, 
parents should ha~e nearly unJimited choice. constrained only by State regulations and by minimum 
health and safety standards. The general principle is that providers who receive subsidies should meet 
State licensing or regjs~ration standards and that parents should be informed about their child care 
choices. Providers that are e"empt from State regulatory standards (most States exempt baby-sitting 
and small in-home care arrangements for two or three children, and some States exempt sectarian and 
other providers of more formal care) would be required to register with the State and to meet State~ 
defined requirements for the prevention and control of infectious' diseases. building and physical 
premise safety and minimum health and safety trainIng of providers. 

Investments in Quality and Supply 

A third point of general agreement is that some funds ought to be available for lnvesunents in child 
care quality and supply. We propose setting aside a portion of child care funds for the following: 
resource and referral programs; grants or loans to assist in meeting State and local standards;. . 
monitoring of compliance with licensing and regulatory requirements; training and technical assjstance 
to providers; and enhancements to compensation for providers. We also propose to ensure that 
training and technical assistance are available to enable welfare recipients, including JOBS and 
WORK participants, to become Head Start and child care providers, These programs, should be an 
important SOUrce of private sector jobs and of WORK program slots for people moving off welfare. 

Rates . 

In general, States pay subsidies' for child care equaJ ,to actual COSI, up to some maximum. This 
maximum should be set in a way that reflects reasonable costs of care. It should'also be the same 
across child care programs and payment mechanisms, The current maximum payment for child care 
subsidized through the AFDC child care di~regard was set at $175 per month in 1988 (for cbildren 
age 3 and older), This level needs to be raised to reflect current market conditions and defined in 
sucb a way that it can vary automatically over time and possibly reflect geographical differences in 
prices, 

Program Coordination .. 

FinallY"there is agreement that child care programs and funding streams should be de<?igned in ways 
that are easy to administer and appear "seamless" to parents. This can be achieved both through 
program consolidation. when possible. and through coordination of ruJes, procedures and auromated 
systems. Because of fiscal and politicaJ difficulties fun consolidation is very diffiCUlt [() achieve; 
nonetheless. fun coordination ought to be an important goal. 
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The best way to end welfare dependency is to eliminate the need for welfare in the first place. High 
rates of female-headed family fonnation and the startlingly high poverty rates of those families lie 

'" 	 behind our large and growing welfare rolls. We are approaching the point when one out of every 
three babies in America will be bom to an unwed mother, and the majority of these will receive 
welfare at some point. Births to school~3ge unwed mothers are an e.speeiaUy enduring tragedy. Too 
many children are not receiving financial support 'from both their parents. This too contributes to 
rates of welfare receipt that are much higher than we would like. 

Concern over the dramatic increases in out-of-wedlock births has led some commentators to advocate 
largely punitive solutions. The most extreme of these would. cut off welfare fol' unwed mothers. a 
"cure" that might well have disastrous effects on the children of these mothers, increase the need for 
spending on fostel' care and orphanages~ and potentially increase the numbel' of abortions. 

We believe that lhe best prevention strategy is one that focuses on parental responsibility and provides 
opportunities for exercising it, supplemented by increased family planning efforts and demonstrations 
of service programs aimed at preventing teen pregnancy. We believe that very dear and consistent 
messages about parenthood, .and the ensuing responsibilities which will be enforced> hold the best 
chance of encouraging young people to think about the consequences of their actions and defer 
parenthood. A boy who sees his brother required to pay 17 percent of his incoUle in child support for 
18 years may think twice about becoming a father. A girl who knows that young motherbood will 
not relieve her of obligations to live at borne and go to school may prefer other choices. 

The current welfare system sends very different messages, often letting fathers off the hook. and 
expecting little from mothers. We hope and expect that a reformed system that strongly reinforces " 
the responsibilities of both parents will help prevent too-early parenthood. 

Along with responsibility. though, we·must support opportunity. Telling young people to be 
responsible will ,not be effective unless we also provide them the means to exercise responsibility and 
the hope that playing by the rul~ will lead to a better iife. Both our child suppon proposals and our 
trans!tional assistance proposals are designed to offer opportunity to work. and prepare for work:; and 
are built on the experience of effective programs. However, the knowledge base for developing 
effective programs that prevent too-earJy parenthood is much less SQlid. Out strategy, therefore. 
""~~'!"izes trying many approaChes and learning about which are most effective.-	 . ~ 

·roach has five components: 

• Child support enforcement 

• Respom;ibilities of school-age parents 

• Responsible family planning 
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• Learning from comprehensive prevention approaches 

• Supporting two-p~ent families. 

ClIIW SUPPORT ENFORCEMENT 

A strengthened approach to child support enforcement holds both parents responsible for supporting 
children, It makes clear to fatbe~s. as well as to mothers, that parenthood brings with it clear 
obligations, and that these obligations will be enforced, with serious and predictable consequences, 
The child support enforcement reform proposal has three major elements: 

• EstabJish awards in every case 

• Ensure fair award levels 

• Collect awards that are owed. 

&tablish Awards in Every Ca.'lie 

Our goal is to es~1ish paternity for aU out'-Of~wedloc'k births. This would be ac~mplished by 
offering States performance-based incentives for all paternities establish-ed, whether or not the mother 
is currently on welfare. expanding the in~hospital paternity establishment provisions enacted as pan of 
OBRA 1993~ and expanding education and outreach efforts to stress that having a child is a two-­
parent responsibility. 

The proposal streamlines the legal process for establishing paternity, enabling States to establish 
paternity much more quickly. This would be accomplished by requiring "up front- cooperation (prior 
ro receipt of welfare benefits), by establishing clear responsibility for the IV·D agency ro make the 
cooperation and sanction determination, and by simplifying the process by which paternity is 
established. 

The responsibility for paternity estabJishmem would be clearly delineated. Mothers would be 
required to cooperate in establishing paternity as a condition of receipt of welfare. This strict 
oooperation requirement would require the mother to provide both the name of the father and 
information sufficient to verify the identity of the person named. (Good cause exceptions would be 
granted oruy under narrow circumstances,) In turn, the States would have a clear responsibility to 
establish paternity when the mother has fully coopemed, We propose that the States be held fully 
responsible for the cost of benefits paid to mothers. who bave coo~rated fully but for whom paternity' 
bas not been estabHsbed within a strictly defined time frame. 

While the proposal is very tough and strict in its approach to paternity establishment, it does not' 
punish mothers who cooperate fully. Applicants must meet the new stricter cooperation requirement 
prior 'w the receipt ofbenefits, but when the mother has .fully cooperated and provided complete 
information, the burden sbifts to the State to establish paternity, to contrast, some have proposed that 
the mother must have paternity established prior to receipt ofbenefits. The mother who has done ,~ 

everything that can be expected of her is unfairly penalized under this approach for the State's 
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inaction or inefficiency in getting paternity established. She could be denied benefits (or a long time 
through no fault of her own. 

Ensure Fair Award Levels 

The proposal would establish a National Guidelines Commission to study and report to Congr:ess on 

the adequacy of award leve1s, the variability of award levels and the desirability of national 

guidelines. 


. 
Tbe'proposaJ would also require universal, periodic updating of awards so that all awards would 

closely reflect the current ability of the noncustodial parent to pay support. States must establish 

simplified administrative procedures to update the awards. 
 . 
In addition, present child support distribution rules would be changed to strengthen families and assist 
famUies making the transition from weI fare to work. ' 

Collect Awards that are Owed 

The proposal seeks to develop a child support system for the 21st century. All States must maintain a 
central registry and centralized collection and disbursement capability. States must be able to monitor 
support payments and take appropriate enforcement actions immediately when support payments are 
missed. Certain routine enforcement remedies would be imposed administratively at the State level~ 

,thus taking advantage of computers and automation to handle these measur~ using mass case­
processing te<:hniques. A higher federal match rate would be provided to implement new 
technologies. 

. . 
To improve collections in interstate cases~ a Federal Child SuPPOrt Enforcement Clearingbouse would 
be created to track parents across State lines. This would include a National Directory of New Hires 
so that wage withholding could be instituted in appropriate cases from the first paycheck:. The 
adoption of the Uniform Interstate Family Support Act (UIFSA) and other measures would make 
procedures in interstate cases more routine. In addition. the IRS role in full collections and tax' 
refund offsets would be strengthened. and access to IRS income and asset information would be 
«panded. 

States also would be provided with the tools they need. such as the authority to revoke licenses and 
access other data bases, so that the child support enforcement system is able to crack down on those 
noncustodial parents who otherwise find ways to avoid payment of their support obligations. For 
instance. frequent and routine matches would be made against appropriate data bases to find location. 
asset. and income information on those who try to hide in order to escape paymeru. 

The Federal funding and incentive structure would be changed in order to provide the necessary 
resources for States to run g()(xi"programs. and performance-based incentives would be utilized to 
reward States for good performance. 

, 
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Issue: Child Support Enro~t and Assurance (CSEA) 

For children to achieve real economic security and to avoid the need for welfare, they ultimately need 
support from both parents. The proposals described above are designed to collect as much money 
from absent parents as possible. But what happens when litt~e or no money is collected frOm the 
noncustodial parent either because the child support enforcement system is ineffectiv~ Or because the 
absent parent is unable to contribute much due to low earnings? "In those circumstances" a child 
support enforcement and assurance system would guarantee that the custodial parent gets some 
assured Jevel Qf child support, even when -collections from the noncustodial parent fall below that 
level. Thus, single parents with a 'child support award in place could coun't on some level of chUd 
support which. since the benefit is not inconte-rested. they could then use to supplement their 
earnings. Numerous Stare.and national reform commissions (including the National Commission on 
Children) have called for demonstrations of this concept. 

Proponents argue that child support enforcement and assurance would significantly ease the difficult 
task: of moving people from welfare to work. If single parents can count on some cbild support: 
usually from the noncustodiai parent, but from the assured child support payment if the noncustodial 
parent fails to pay, then they can build a reliable combination of their own earnings plus child 
support. This approach would offer single parents real economic security. CSEA is not unlike 
unemployment insurance fur intact families. When an absent parent becomes unemployed or cannot 
pay child support, the child still bas some protection. And since CSEA is not inoomlXeSted, there 
are no reporting requirements, no welfare offices, no benefit offsets and no welfare stigma, 
Proponents also suggest that CSEA benefits be subtracted dollar for dollar from welfare payments, 
especially in high~benetit Stales. Thus, a woman On welfare is no beuer off with CSEA, But if she 
goes to work, she can count on her child support payments; thus, the rewards from working rise 
considerably. EssentiaHy> all of the net new costs of a CSEA protectiort program would go for 
supporting custodial parents who are off welfare.and working. Proponents also argue that if CSEA 
protection is provided only to people who have a child support award in place, women will have 
much more incentive to cooperate in the identification and location of the noncustodial father. since 
they can count on receiving benefits, Finally. proponents argue that the program would focus more 
attention on the importance of noncustodial parentS providing economic suppOrt to their children. 
States might also experiment with tying the assured payment to work: or to participation in a training 
program by the noncustodial parent. and with other im;entives to encourage noncustodial parents to 
pay child support. 

Opponents worry that CSPA would dilute the pressure to actually collect child support and would 
increase incetltives to form singh~...patent families. If IOOtbe!S can cqum on the money regardless of 
whether th~ State actualJy collects th~ amount owed, less effort may be put into collections." States 
may choose oor to try to increase collectiOns, especially if the Federal government is paying for 
CSEA, There is also a danger that CSEA would be seen a.~ welfare by another name. since it is a 
source of support for single parents. Some opponents also argue that there would be fewer incentives 
for absent parents to pay child support since their children are assured of some leve1 of support even 
if they fail to pay, "­
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Issue: Enhancing RtspomibiUty Dnd Opportunity tor Noncus{odhd Parents 

Under the present system, the needs, concerns and responsibilities of noncustodial parents are often 
ignored. The system needs to focus more attention on this poputation and send the message "that 
"fathers matter". We oUght to encourage ~ncustodjal parents to remain involved in their children's 
lives-not drive them further awa.y, The wellvbeing of children who live only with one parent would 
be enhanced if emotional and financial support were provjded by both of their parents. 

Ultimately. the system's expectations of mothers and fathers should be parallel. Whatever is expected 
of the mother should be expected of the father. and whatever education and training opponunities are 
provided to custodial parents, sir:nilar opportunities should be ·available to noncustodial parents who 
pay their child suppOrt and remain involved in the lives of their children, If they can improve their 
earnings capacity and maintain relationships with their children, they could be a source of both 
financial and emotional support, 

Much needs to be learned about noncustodial parents, partly because we have focused relatively little 
attention on this population in the past, and we know Jess about what types of pl'Ograms would work. 
We propose the foHowing approaches: 

Work oonorrunities and obligations for noncustodial parents. A portion of JOBS and WORK program 
funding would be reserved for training. work readiness, educational remediation and mandatory work 
programs for noncustodial parents of AFDC recipient children who cannol pay child support due to 
unemployment, undetemployment or other employability problems. In addition, States may have an 
option for mandatory work programs for noncustodial parents. States would have considerable 
flexibility ~ design their own programs. 

Grants for accesS and parenting programs. We propose grants to States for programs which reinforce 
the desirabiJity for children to bave continued afXeSS to and visitation by both parents. These 
programs include mediation (both VOluntary and mandatory), counseling, education, development of 
parenting plans. visitation enforcement including monitoring. supervision and neulra1 drop~ff and 
pick"llp. and development of guideHnes for visitation and alternative custody arrangements. 

We also propose demonstration grants to States and/or community-based organizatiOns to develop and 
implement noncustodial~parent (fathers) components in conjunction with existing programs for high~ 
risk families (e.g. Head Start, Healthy Start, family-preservation, teen pregnancy and prevention). 
These would promote resporuoible parenting, including the importance of paternity establishment and 
economic security for children and the development of parenting skills. 

RESPONSIBILITIES OF SCliOOIrAGE PARENTS 

The program of transitional assistance followed by work that was outlined. earlier in mls document 
focuses on the responsibilities of custodial parents, especially young parents, to work and prepare for 
work as a condition of receiving benefits. AU'young parents seeking government assistance WQuld be 
expected,to prepare for and go to work. Like the child support provislons, the obligations inherent in 
the program send a clear message about the consequences of parenthood. ensuring that welfare receipt 
does not release either parent from their responsibilities to work and suppon their chlldren. 
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Minor mothers. those under age 18. bave special needs and deserve special consideration. They are a 
relntively small part of the caseload at any point in time. but a disproportionate contributor to long~ 
term dependency. We have four proposals that affect minor and school-age parents: 

• 	 Minor mothers live- at home, We propose requiring that minor parents live in a household 
with a responsible adult, preferably-a parent (with certain e;w;ceptions, such as when the minor 
patent is married or if there is a danger of abuse to the minor parent), Current AFDe rules 
pennit minor mothers to be "adult caretakers" of their own children. We believe that having 
a child does not t;hange the fact thai minor mothers need nurturing and supervision 
themselvCs, and they would be considered ehildren-not as heads of housebold. Under current 

'Jaw. States do have the option of requiring minor mothers to reside in their parents' . 
household (with certain exceptions), but only five have included this iii iheir State plans, This 
proposal woul~ make that option a requirement for all States. 

• 	 Mentoring ill' older welfare mothers. We propose to allow States to utllize older welfare 
mothers to mentor at-risk schoolv age parents as part of their community service assignment. 
This model could be especially effective in reaching younger recipients because of the 
erooibiJity, relevance and personal experience of older welfare recipients who were once teen 
mothers themselves. Training and support would be offered to the most promising candidates 
for mentoring. 

• 	 Targeting school~age parents, We would ensure that every school~age parent or pregnant 
teenager who is on or applies for welfare enrolls in the JOBS program, continues their 
education. and is put on a track to self~sufficlency. Every school~age parent (male or female, 
case head or not) would be required to participate in JOBS from the moment the pregnancy or 
paternity is established. All JOBS rules pertaining to personal responsihility contracts. 
employability plans. and participation would apply to teen parents. We propose to require 
ease management and special services, including family planning counseling. for these teens, 

• 	 State options for behavioral insentives. We propose to give States the option to use monetary . 
incentives combined with sanctions as inducements to remain in-school or GED class, They 
may odso use incentives and sanctions to encourage participation in appropriate parenting 
activities, 

ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING 

Responsible parenting requires access ,to information and services designed to discourage early sexua! 
behavinr and prevent pregnancy, ,We propose the following: 

• 	 A national campaign against teen pregnancy. We propose that the Administration lead a 
national campaign against teen pregnancy, involving the media, community organizations, 
churches and others in a concerted effort to change perceptions, The .campaign would set 
national 'prevention goals and challenge the States to eome up with school or community based 
plans- to meet those goals, ' 
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• Increased funding for family Dlannim: services through Tide X. Responsible family planning 
requires that family planning services be available for those who need them. A request fOT 

increased funding fi)f Title X was included in the FY 1995 budget submission. 

Issue: Family Caps 

The issue is whether States should be allowed or required to limit benefi( increases when additional 
children are cont:eived by parents already on AFDC. if the State ensures that parents have access to 
family planning services. Non;welfare working families do not receive a pay raise when they have an 

.. additional child. even though the tax deduction and the EITC may. increase. However, families on 
welfare receive additional support because their.AFDC benefits 'increase automatically to include the 
needs of·an additional child. 

Proponents of family caps argue that they would reinforce parental responsibility by keeping AFDC 
(but not f(}()(l stamps) benefits cons~t when a child is oonceived while the parent is on welfare,_ The 
message of responsibility would be further strengthened by permitting the family to earn more or 
receive more in chUd support without penalty as a substitute for the automatic AFOC benefit increase 
under current law" 

Opponents of family caps argue that there is no evidence that they deter births. and that they deny 
benefits to needy cbUdren, Opponents also argue that the value of the benefit increase is similar to 
the value of the tax deductions and EITe increase for a working family that has an additional child. 
(The tax deduction and EITC increase for the second chUd is worth $1,241 at the $20.000 income 
level; the tax deduction is worth $686 at $60,000. AFDC benefits increase $684 per year for the 
second child in the median State; including food stamps increases benefits by $1.584.) 

LEARNING FROM PREVENTION APPROACHFS 11IAT'PROMOTE RFSI'ONSIBIUTY 

Solely changing the welfare system is insufficient as a prevention strategy. For the most p'art. the 
disturbing social trends that lead to welfare dependency are not caused by the welfare system but 
reflect a larger shift in societal mores and values. Teen pregnancy appears to be part of a mOre 
general pattern of high~risk behavior among youth, 

The Administration is developing several initiativ:es that aim to improve the opportunities available to 
young people and to provide alternatives to high-risk behavior. The School-to-Work initiative, for 
example, would provide opportunities for young people to combine school whh work: experience and 
on-the~job training. as a way of easing the transition into the workplace. The Administration's crime 
bill focuses additional resources on crime prevention. especially on youth in disadvantaged 
neighborhoods. Initiatives like these are aimed at raising aspirations among young people who might 
otherwise become parents too early, 

In addirion, we ought to direct some attention specifically to pr~venting teen pregnancy. The basic 
issue in de..~igntng a prevcn(ion approach is to balance the magnitude of the problem with the paucity 
of proven approaches for dealing with it. We need a strategic approach'that develops and funds some 
substantial demonstration programs, and evaluates them for their potential to be more broadly 
effective, 
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Demonstrations. Early childbearing and other problem behaviors are interrelated and strongly 
influenced by the general life-experience associated with poverty, Changing the circumstances in 
which people live, and consequently how they view themselves, is needed to affect the decisions 
young people make in regard to their lives. To maximize effectiveness, interventions should address 
a wjde spectrum of areas including, among others, economic: opportunity, safety. health and 
education. Particular empha.'(is must be placed on the prevention of adolescent pregnancy, through 
measures which include sex education, abstinence education, life skills education and contraceptive 
services. Comprehensive community based interventions show great promise, especially those efforts 
that include education. 

We propose _comprehensive demonstration grants that would try different approaches to changing UJe 
environment in which youth live and carefully evaluate rnejr effects. These grants would be of 
sufficient size or ~critkal mass· to signjficantly improve the day--to-day experiences, decisions and 
behaviors of youth. They would seek to change neighborhoods as well as directly support youth and 
families and would particularly focus on adotes:~nt pregnancy prevention. While models e~jst for 
this type of comprehensive effort. few have be.!n rigorously evaJuated, We propose a systematic 
strategy to learn from variations in different types of approaches. An demonstrations would include a· 
strong evaluation component. 

SUPPORTING 1WO-PARENT FAMILlF.s 

Ideas under consideration 'for Reinventing Government Assistance include provisions to end or reduce 
. 	the current bias in the welfare system against twoiJarent families by: 1) eliminating the more 

stringent rules for two~parent families that exist in current law; and 2) requiring States to provide 
benefits to two-parent fami!ies continuously, instead of limiting provision of such benefits to 6 
months. Allowing two-parent families to receive the same benefits that single parents receive should 
encourage families to stay together, remove disincentives for patents to marry and send a strong 
message about the value of both parents. 
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APPENDIX: ENDNOTFS TO TABLE I 

Two-Parent &timates 

I. 	 The ~ts for eliminating the special eligibllity requirements for t",'o·parent families is based 
upon estimates from the food stamp quality control data file, These estimates were then 
adjusted for increased participation based on estimates from the MATH model employed by 
Mathern-atka Policy Research, Inc, ~ 

Child Support Ilnfor<ement E<timat .. 
..o.~.•. _ 

1. 	 The costs for the noncustodial parent provisions are 10 percent of the JOBS and WORK 
program costs. 

, 

Caseload Numb .... and JOllS and WORK E<limat.. 

The caseload numbers and the JOBS and WORK cost estimates are based on the following policies, 
assumptions and sources of data: 

1, 	 Adult recipients (including teen custodial parents) born after 1972 are subject to the time limit 
beginning in October 1996 (FY 1997). The cost estimates assume about one third of the 
States, representing 40 percent of the caseJoad, will implement the policy a year earlier than 
required. This follows the pattern of State implementation under the Family SUPPQrt Act. 
JOBS spending on other portions of the caseload would continue as per current law. 

, 	 , 

2, 	 Non-parental caretaker relatives are not subject to the new rules and are not phasedMin, 

3. 	 Parents who have a child under one (or under 3 months, if conceived after the initial welfare 
receipt), are caring for a severe1y disabled child, report a work limitation or who are 60 years 
of age and older are deferr.ed from participation in the JOBS and WORK programs, As of 
FY 1999. about 25 percent of the phased-in caseload is deferred. 

4. 	 The caseload numbers include modest treatment effects as a-result of the new rules. 

5, 	 Cost per JOBS participant figures are taken from die FY 1993 JOBS data (adjusted for 
inflation using the projected. C:;PJ). 

6. 	 The cost estimate assumes that aU non-deterred pbased~in recipients are engaged in activities. ! 

We assume that at a given point in time, 50 percent of the phased-in recipients are engaged in 
activities wbich have COOt. For r~ipients with extensions, it is assumed that everyone is 
participating in a JOBS activity which costs the program money. 

7. 	 The cost of developing and maintaining a WORK assignment is calculated usiog CWEP data 
from JOBS and from.the welfare·to~work demonstrations oftbe 1980s (again, adjusted for 
innation using die projected ePI), Appro,imately 25,000 and 130,000 WORK slots would be 
required in 1998 and 1999. respe<:tively. 
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8. 	 The figures for JOBS participants and JOBS spending under current law are taken from the 

baseline in the FY 1995 budget for the HHS Administration for Cbildren and Families 

9. 	 The JOBS and WORK cost estimates do not consider the potential impact of cbild support on 
the size of the caseloa.d. 

Teen Case Management and JOIlS-Prep Cost Esllm.te'! 
. 

I. 	 The case management cost estimate presumes that at full implementation. enhanced case 
management services would be provided to all teen parents under the age of 19 and receiving 
assistance. The percentage of teen patents receiving comprehensive case management services 
is predicted to rise from 70 percent in FY 1996 to"gO percent in F-Y 1997,90 percent in FYs 
1998 and 1999 and to 100 percent in FY2004. ­

The oost per teen figure for enhanced case management is drawn from Teen Parent 
Demonstration data., There is 00 data available on the current level of case management 

.. expenditures in the JOBS program. Consequently, the estimate employs, as a proxy for a 
JOBS case management cost per participant number. a figure calculated using data from the 
welfare~to~work demonstrations of the 19805 (San Diego I and Baltimore Options). 

. . 

The additional cost of comprehea'\ive case management for teens is the difference between the 
oost.of providing enhanced case management to teen parents under 19 and the cost of 
delivering standard case management to the same pOpulation. The difference is roughly $560 
per participant per year, in 1993 dollars. 

2. 	 The JOBS-Prep cost estImate presumes that JOBS-Prep services win be provided to 20 percent 
of those In $e JOBS-Prep program. As States currently serve only 16 percent o(the non~ 
exempt caseload in the JOBS program, it is plausible to suppose that States wUi not serve a 
significantly higber percentage of persons in the JOBS-Prep program. We do nOi know what 
services States will provide during the JOBS-Prep program (candidates include parenting skills 

. dasses. life skills training and substance abuse treatment), so arriving at a cost per participant 
figure for the program is difficult. ­. 
For purposes of the estimate, we assume that States will not provide services such as 
vocational rehabilitation in the JtJ'BS-Prep program. JOBS-Prep services will consist 
primarUy of case management and referral to external service providers. Many persons in the 
JOBS~Prep program have dis~hi1ities, although most mothers of cbildren under one do not. 

. ''" 	 The cost estimates assume that a fairly intensive level of case management would be required 
fur 1$ small percentage of persons in this program. ­

The cost per lOBS-Prep participant figure represents a level of case management morc 
intensive than that in the current JOBS program but not as intensive as the level provided in 
the Teen Parent Demonstration, The number.is arrived at by multiplying the Teen Parent 
Demonstration case management figure by .75. . 	 ­
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Child Care EsI;",.I.. 

1, 	 These estimates reflect the child care costs associated with the pbase--in assumptions described 
above under JOBS and WORK, 

2. 	 This estimate is based upon baseline spending for the Hl,!ad Start program and therefore does 
not account for the additional children who win be served by Head Start wben it expands. 
~is follows conventional cao scoring rules. 

, 

3. ~~. There is no sliding scale fee for services included in this estimate. 
~ .' 

4. 	 We assume that appro.ximately 4O'percent of all AFDC families participating in JOBS and 
Y'0~.K ~111 ~se paid child .care. '. ".'0, ...._. 

5. 	 We assume that ,Transitional Child care eligibles wjJI have average utilization rates of 40 
percent. 

6. 	 Our working poor estimate represents a pbase·!n of.a. capped entitlement (() cover children 
whose families are below 130 percent of poverty bur do. not receive AFDC. By .l9~. we 
will approach futl implementation with $2 billion in net funding, We assume that there are 
approximately S million "non~AFDC children below 130 percent of poverty. 40 percent of 
whom will potentially need child care because of their parents' work status, and that4() 
percent of these families will use paid child care. 

, . 
No Additional Benefits for Additional Children 

I. 	 This cost estimate is based upon an estimate by the Congressional .Budget Office. The 
estimate assumes a State option policy where States representing 33 percent of the effected 
case10ad adopt a cap for benefits for new children. 

2. 	 It is assumed that States would reduce the monthly benefit by $63 for each child (after the 
first) born while the mother was receiving AFDC. It· is also assumed ~at States would have 
little success identifying children born on AFDC during previous spells of welfare receipt. 

" ' 

.. 
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February 25, 1994 

MEMORANDUM FOR DAVID ELLWOOD, MARY JO BANE, AND WENDELL PRIMUS •. 

··FROM: CAROL RASCO, BRUCE REED, AND KATHl WAY'· .. 

SUBJECf: Edililflal Changes to Fobrti.ry 24th Qrnft 

Thank you for all your hard work this· week in preparing a document for Ilu:: Working 

Group meeting. 


Please make lhc following editorial changes before handing Qut the issue paper , 
,tomorrow. . 

INTRODUCfION 

p. 	 I 

lSI bullet: Delete "yet" in phrase "not yet fcady to work" 


2nd bullet: Insert new fir~t sentence: "People applying for assistance may be required 

to go through supervised job search first As soon as people begin receiving." etc." 


3rd bullet: Delete "generally" in first sentence. 

p. 2 

4th bullet: ~hange "mounted" to "tested", 


p. 3 

1st bullet: Rather than born after 1969, say "such a.o; the youngest thIrd of the 


ca.~load" 

Table 1 
Source: This should read "HHS/ASPE Staff Recommendations. These estimate." do 

not represent a consensus recommendation of the Working Group chairs, and have not bccn 
agreed to by OMB." . 

[Note: Wc have our doubts about several of the line items listed. such as Jobs Prep! 

Enhanced Teen Case Managemcnt, and Transitional Child Care, We also believe that Ibe 
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Child Support Assurance number is 100 high, and that any two-parent provisions will have to 
be paid for as part of a Reinventing Government section 1bal nels out at zero.l 

p. 6 
2nd graph: The last three sentences (on equity conccrns) should be dropped, in favor 

of the first two sentences from the following paragraph. Our pmse-in is vuh~erable to equity ~ 
criticisms, 'too -- and Ibl.': rcapplicanl argument is much stronger anyway. 

51h gruph: Drop "however" in the third sentence. 

Replace "rescue" with. "end ~clfarc for" 


p. 7 . 
1st graph: Replace the ~ntence "If We were able to "," with a sentence that says. 

"This plan would call for a reassessment five years after enactment, to determine whether we 
arc successfully implementing the program for the younger generation and can accelerate it to 
phase in older recipients." . . 

4th graph: Insert after the sentence "'A decision to focus on .n" the following 
sentence: "For example, states could have the option to phase the program in more quickly." 

p. 	R 
2nd gmph: Drop "The nomenclature of" 

Oplion C & D: We agreed on 3 months, not 4 

p. 9 
1st graph: Insert sentence after recommendation of Option C thaI says, "This option 

would cut the number of exemptions by nearly half from CUrrent law." 

2nd graph: Make clear !hat the 15% cap is part of the 25% estimate. 

Last graph: Add sentence at the end of thj~ graph that says. "Another option would be 
to let states that want to aUow extensions for college apply for a waiver to do !:iO." 

p. 	 !O 
lSI 'gruph: We believe the cap should be B%, not 10%, so Ihal Ihe overall loopholes 

add up 10 113. 
Drop "TAP" 

.,p. 	 11 
3rd graph: Change "for no good rcason" to "without cause" 

5th graph: Drop the fragment "And no wonder," 

p. 	 12 
lSI graph: Drop the last three sentences about unions and ad\'oCdtcS. This 1$ nol a 



p.17 

political memO. 

Part-time vs. Fun-time section: This whole background section is confusing and 

redundant, and the arguments arc loaded. It could easily be consolidated into a few 

sentences, The 4 paragraphs in favor of part-time work and 2 paragraphs against it should be, 

collapsed to say, "Those who believe part-time work is sufficient argue chat it is mOre 

realistic for single parents with young child~cn, is a good stepping stone to full-time work, 

and is the be~t we can expect from many recipients. Those who oppose this approach argue 

that the EITC, hcalth rcfqrm, expanded, child Care, and welfare reform arc supposed to help 

people become self:-:sufficient and get off welfare altogether, not fet them collect welfare 

indefinitely jf they are simply working part-time," ' 


. p.IL 
5th graph: Insert new sentence beforc last sentencc which says, "Other alternatives ~ 

include slowing down the time clock for part-time work~ but not stopping it (i.e., two months 
of part-time work counts as one month against the limit), or changing the rules so that the 
BITe is counted a.s income when calculating welfare benefits (which would ma.ke the EITC ­
- not welfare -- [he major supplement for work, whether part-time or full-time). 

p. 14 
Next 10 last graph: As written, the Pennsylvania example implies that there is 


something wrong or unreasonable about expecting SOmcone to work 29 hours to reccive 29 

hourn worth of wages. This example should be dropped or amended, 


p. 15 
Last two full graphs: References to "unions" and "advocatcs for the poor" s.hould be 


changed to read llSome a'rgue ... II 


p. 16 
2nd graph: The sclllencc after "The big problem ... " should read "One strategy would 


be to havc individual evaluations for those who reach thc WORK time limit to decide 

whether they should be returned to JOBS-Prep it they are nol job-ready, or have their 

welfare benefits cut back considerably jf they arc job-ready." 


3rd graph: Additional monies or a higher match "might" be made available (not 

"would"). 


p. 	19 

Last sentence: "might be" waived (not "is" waived) 


SOMEWHERE: ~This section needs a graph on sanclions. Our preference is the 
. APWA recommendation [or a 25% sanction on AFDe and Food Stamps. 

p. 	21 

3rd full graph: Delete "substantially" from the phrase "substantially undcrcsthnatcd". 




p.24 
2nd graph: Change ~almost certainly" to "potentially" increase the numocr of abortions , 
Last graph: Change "is cruelly hypocritical" !O "will not work" 

p.25 
Throughout: Change "Establish Awards in Evcry Ca...c" to "Establish Paternity in 

Every Case" " 
• 	 ,. 

p.27 . 
3rd graph: The last·scntence ("Finally proponents argue that if CSEA protection...")· 

should be dropped. [f our pal emily (."{x)pcration requirement works as advertised, this 
argument docs not hold. 

4th graph: Insert "an.y increase incentives to' fqnn_singk-parcnt families" al the end 
of the first sentencc. 

p. 28 	 . 
3m graph: Either drop the sentence about "New programs should be modest ..." or 

include it in the CSEA section as well. 

p.29 
Minor mothers:: insert"as a child, not head of household" after the phrase "With a 

responsible adult" 

School-age: No school-age parent will be a casehcad. Can a school-age parent be 
"of any age"?) 

Last graph: The costs arc "nominal" (not "trivial") 

p. 30 
Family Caps: This page says Ihc cost estimate is based on 50% of the states and 

case!oad, but the footnote on p. 35 says the ceo figure is based on 33%. 

p. 	33 
As noted above, we agreed on 3 months for the 2nd child, not 4 months . 

.' 




INTRODUCTION 

Everyone is frustrated with the welfare system. Welfare reform 
is designed to give people back the dignity and control that 
comes from work and independence. It is about reinforcing work 
and family and opportunity and responsibility. 

The current welfare systelt', provides meager cash support and a set 
of rules and expectations focused 6n verifying eligibility rather 

,. 	 than on moving to serf-support. We proP9se a 'new vis,ion aimed at 
helping people 'regain the me~ns of supporting themselves and at 
holding people responsible for themselves and their families. 
The proposal emphasizes that work is valued by making work pay. 
It indicates that people should not have children until they are 
able to support them.- It signals that parents-~both parents--, 
have responsibilities to support their children. It gives people 
access to the training they need, but also expects work in 
return. It limits cash assistance to two years, and then 
requires work, preferably in the private sector, but in community 
service jobs if necessary. Most importantly, it changes the 
culture of welfare offices, getting them out of the check-writing 
business and into the training and job-placement business. 

Ultimately, this plan requires changing almost everything about 
the way in which we provid~ support to struggling families. To 
achieve this vision, the plan has four main elements. 

MAJOR THEMES 

Transitional Assistance Followed by Work 

Full 	participation. Everyone who receives cash support is 
expected to do something to help themselves and their 
community. The requirement applies to those who are 
preparing themselves for work and to those who are currently 
not ready to work. Those who are unable to work due to 
disability or other reasons will be expected to do something 
for themselves or·their conmunity, but will not be subject 
to time limits until they are ready to engage in training, 
education or employrr.ent services. 

Training, education g.nd employment services (the JOBS 
program). As soon as people begin receiving public 
assistance, they will sign a personal responsibility 
contract and develop an employability p~~n to move them 
into work as quickly as possible. Mar.y will get jobs 
quickly--in weeks or months--after. assistance with job 
search and job preparation. "Others will spend time in 
education and training services as needed. The program 
will be closely coordinated with existing mainstream 
education and' training programs inclu.qing current and 
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new labor departments programs (the Job Training 
Partnership Act and the Workforce Security Act), 
School-to-Work programs f vocational and post-secondary 
education. 

Time limits. People who~are able to work will be 
limited to two years of cash assista~ce. Most people 
are expected to enter employment well before the two 
years are up. Extensions to complete an education 
program will be granted in a limited number of cases. 

Work'for those who exhaust their time limit (the WORK 
program}. Those people who are still·unable to find 

-work at the end of two years will be required to work 
in a private sector, community service or public-sector 
job. These are intended to be real, work-for-wages 
jobs. The program will be designed to favor unsubsidi­
zed work and to ensure that subsidized jobs are-short­
term and non-displacing. 

lI..kinq Work pay 

• 	 Health care reform. An essential part of moving people from 
welfare to work is ensuring that working people get health 
protection. The current system keeps people from leaving 
welfare for fear of losing their health insurance. 

Advance payment of the Earned Income Tax Credit {EITel, 
The e~panded EITC makes it possible for low-wage 
workers to support their families above poverty. 
Efforts will be made to help families receive the EITC 
on a regular basis. . 

Child care for the working poor. In addition to 
ensuring child care for participants in the transition~ 
al assistance program and for those who transition off 
welfare, child care SUbsidies will be made available to 
low-income working families who have neVer been on 
welfare but for whom assistance is essential to enable 
them to remain in the workforce and eff welfare. " 

Parental Responsibility 

Child support enforcement. The child support enforce­
ment system will be strengthened to ensure that awar.ds 
are established in every case. that fair award levels 
are maintained and that awards that are owed are in 
fact collect'ed~ Demonstrations of child support ~. 
assurance and of programs for noncustodial parents will 
be conducted. 



Efforts aimed at minor mothers. responsib'le family 

planning and prevention. Minor mothers will receive 

special case management services and will he required 

to live at home and stay in school to receive income 

support. Access to family planning will be ensured. A 

strategy for investing in and learning from programs to 

prevent 'high-risk behavior and teen pregnancy will be 

pursued~ , 


Efforts to promote two-oarent families. Wewwill provide' 
better support for two-parent.families by eliminating or 
reducing the current bias in the welfare system in which 
two-parent families are subject to more stringent eligibili ­
ty rules than single-parent families. 

Reinventing Government Assistance __ 

Coordination. simplification and improved incentives in 
income support programs. The administrative and regulatory 
program structures of AFDC and Food Stamps will be'rede­
signed to simplify and coordinate rules and to encourage 
work, family formation and asset accumulation. 

A performance-based system. In addition to incentives 

for clients, incentives will be designed to bring about 

a systemic change in the culture of welfare offices 

with ,an emphasis on work and performance. 


POLICY ISSUES TO BE RESOLVED 

The attached paper lays out the major issues that need to be 
addressed. It is organized around each of the first three broad 
elements listed above. In each case, a description of the 
proposed policy is provi9sd and remaining issues discussed. (The 
details of the fourth element--Reinventing Government Assistance­
-will be addressed later in a separate paper. We anticipate that 
changes will be cost neutral for that part of the proposal, so 
they will not affect cost estimates or financing needs.) 

The Welfare Reform Working Gr'oup met on Saturday February 26 and 
discussed the issues that were indentified as the most i,mportant· 
in the paper. There; are five particularly significant sets of c, 

issues that nee~ to be resolved: 

The scale and phase-in of the reformed welfare system 

Should we seek to bring everyone on the case load into the new 
system quickly, or should we initially target our resources to 
sub-groups, such as new applicants or the youngest third of the 
caseload? 

Immediate implementation of the new progr~m would severely strain 

the capacity of the system and would result in significant costs. 
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The Working Group agreed that a phased-in approach was 
necessary. 

A phase-in strategy could start with new applicants, or it could 
start with young applicants and recipients. starting with young 
people avoids any incentives to stay on welfare and any "rewards" 
to having children and coming on welfare early. It also allows 
for investments in families who have the most hope of being 
helped. 

The Working Group agreed that an initial focus on the • 
youngest third of the caseload was their preferred 
phase-in strategy. 

Extensions to and exemptions from the time limit 

Should any groups of recipients have the ti~e limit extended? 
Should any be exempted from the requirements of the time limit? 

The issue of extensions arises because some recipients, 
especially those with language difficulties, education deficits 
and no work experience, may not be able to appropriately prepare 
themselves for work in a two year period. 

The Working Group agreed that a limited number of 
extensions for such purposes as completing a high 
school or job trafning program were appropriate. A 
large majority of the Working Group agreed that 
extensions should not routinely be granted for the 
purpose of completing a four year college program. 

The issue of exemptions from the time limit arises because not 
all recipients are able to work! even if they are not severely 
enough disabled to qualify for S5I. A second type of exemption 
issue arises because requiring participation from mothers of 
infants or very young children may interfere with healthy child 
development and require substantial expenditures on infant day 
care. Under current law, over half the caseload# including 
mothers of children'under ~hree~ is exempted from participation. 

The Working Group agreed that exemptions should be 
limited, and that participation in some activiies be 
expected even of those who are exempted. The Working 
Group agreed that states should be permitted to' exempt 
up to a fixed percentage of the ,ease load for disabili­
ties/ care of a disabled child and other serius 
barriers to work. 

The Working Group split.-over the issue of whether 
exemptions for mothers of infants should be for one 
year (i.e., until the baby~s first birthday) or for 
twelve weeks (Twelve weeks is the mandated leave time 
in the Parental Leave Act.) Most members agreed on a 
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one year exemption for infants who were not conceived 
on welfare and a twelve week exemption for those 
conceived on welfare, with a state option to lower the 
exemption period to twelve weeks for all children. 

The structure and requirements ot tbe .ORK program tor people who 
come to the time limit without havinq found unsubsidiaed work 

After a person hits the tine limit, should we mandate states to 
provide a job which pays an hourly wage, or should we allow·~ 
states to~continue paying a welfare check while requiring work as 
a condition of receipt? What methods should we use to minimize 
.long-tern participation in this work program? How many hours ·of 
work should be required? 

Work tor wages versus work tor welfare. ~pite a focus on 
getting everyone into unsubsidized employment as quickly as 
possible f some people will hit the time limit without having 
found work. After a period of job search, the state may be 
required to provide a subsidized or community service job for 
some. One issue is whether states should be permitted to offer 
"workfare II slots, as opposed to susidized private sector work or 
community service jobs in which the participant works for wages. 
workfare is somewhat easier to administer than work for wages, 
but.does not provide either the dignity or the discipline of a 
job that pays wages. 

The Working Group agreed that an emphasis on work for 
wages was a defining feature of the Administration's 
welfare reform proposal and shOUld-be held firm. 

Time limits on~~~)or community service work. There is 
general agreement th ~ized job slots ~ill last for a 
defined period of time, after which the person will again be 
expected to look for,unsubsidized work; An issue arises around 
what is expected to be a small number of people who continue to 
be unable to find unsubsidized employment. Some argue that they 
should be placed in community service slots for as long as they 
need thee. Others argue that this policy would lead to permanent 
guaranteed jobs that might be expensive and perceived as simply 
another welfare program. tnstead, people who continue to be 
unable to flnd employment might-return to a deferred status, 
might have <.:heir welfare benefits reduced or might ::Je cut off' 
entirely. 

The Working Group agreed that a serious reassessment 
should he done.of everyone who comes to the end of 
eighteen months or two years in a work aSSignment 
without having found private sector work. Those found~ 
at that point to be unable to work would be returned to 
deferred status with full benefits. Those found to be 
able to work and unwilling to take an unsubsidized job 
would have assistance terminated. In situations where 
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johs were not available for people who conscientiously 

played by the rules and triad to find work, assistance 

would be continued through another job slot or a 

workfare assignment . 


. 
The Working Group also agreed that federal reimburse­
ment to states should decline the longer people were on 
the rolls, in order to provide serious incentives to 
move people into employment. To provide incentives to 
recipients to find unsubsidized employment, most 
Working Group members thought that the EITC sho~ld not 
be allowed to supplement the earnings of those in fully 
subsidized community service jobs. 

Work expectations! part time or full time. Two related 

issues arise in thinking abo~ whether full time or part time 


'work should be expected. The first issue is whether someone who • 
is working part time can continue to receive supplementary 
welfare benefits after two years, if they live in a -state where 
half time work at the minimum wage would leave them below the 
income level for welfare receipt in that state. (In"ahout half 
the states, half time work at the minimum wage leaves·a family of 
three below the welfare eligibility levels. Larger families are 
eligible in more states.) Proponents of allowing~~~j 
receipt in these situations argue that getting someone-to work 
part time is a big success and should be rewarded. Opponents 
argue that continuing AFDC as a work supplement for long periods 
of time is counter to the basic philsophy of the new program. 

The Working Group was split on this issue. Most 
members I however t were satisfied with a compromise that 
said that supplementary welfare benefits would be 
provided for part time workers (at least twenty hours) 
who had pre-school children, and at state option to 
other part time workers~ 

A related issue arises around the number of hours of work that 
states would be required to provide through subsidized or 
community service jobs, and around whether supplemental welfare 
benefits should be paid if the required hours of work did not 
generate pay at least as high as the welfare benefits received, by 
non-working welfare recipients in the state. Because of wide 
variations in state welfare benefit levels the number of hourst 

of work at the minimum wage required to earn the equivalent of 
the welfare benefit level for a family of three ranges from about 
7 to about 47. For larger families, work hours would have to be 
higher to reach the welfare benefit levels. It is obviously hard 
to structure a real job of eight or ten hours per week. At the 
other extreme, it is unreasonable to require more than the 
convention definition of full ti~e work . 

e\F­, ' 
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The Working Group agreed that states could vary the 
number of work hours they required, but that they could 
go no lower than 15 nor higher·than 35. 

We assume that most states could and would require work hours 
that would produce earnings roughly equivalent to welfare 
benefits; some states might do this by paying more than the 
minimum wage. In the median state this would ge about 26 hours a 
week at the minimum wage for a family of three. Some higher 
benefit states might choose, however, to structure jobs with 
fewer hours, and same very high benefit states might choose not 
t~ raise tHe wage to a level sufficient to pay the equivalent of 
'<he welfare benefit. Should they provide a supplementary benefit 
to bring family income up to the level of welfare benefits for 
recipients who don't work? The argument for doing so is people 
who are p1a.¥ing by the rules and··working, even if they have n&t 
been able to find an unsubsidized job, should not be penalized by 
receiving low~r benefits. The argument against doing so if that 
this too would continue welfare as a work supplement. 

The Working Group was split on this issue. As on the 
previous issue, however, most members seemed agreeable 
to providing supplements for part time work for parents 
of pre-school children, with a state option.to 
supplement for others . 

. 
The level and focus of chi14 care for the working poor 

What level of resources should We devote to child care for the 
working poor? How should limited resources be targeted? 

Child care for the working poor is a potentially costly addition 
to a welfare reform package. The argument for including it" 
however, is to ensure that low income working families are 
encouraged to stay off welfare, and that equity is maintained 
between those who ,have and have not been on welfare. 

The Working Group agreed that child care for the 
working poor is an integral part of a welfare reform 
effort. The Working Group also agrees, however, that 
working poor child care should not be paid for by cuts 
in programs for the very poor* There is a strategic 
decision to be merle, therefore, about the financing and 
packaging of this aspect of welfare reform. 

Parental responsibility and prevention 

Should demonstrations' of child support assurance and programs for 
non-custodial parents be included in the welfare reform package? 
Should states be allowed or required to reduce henefits for 
children conceived on welfare? 
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The Working Group agreed that demonstrations of both 
Child Support Assurance and programs for non-custodial 
parents should be included l but enthusiasm for both of 
them varied~ 

The Working Group did not discuss family caps or other 
prevention issues l which will be taken up at the next 
meeting~ 

COSTS AND FINANCING 

The attached paper does not include a discussion of financing 
options. The working Group recognized that decisions about the 
,overall welfare ·reforrn package that have serious cost implica­
tions need to made in the context of availaQle financing- possibilities. Issues of balancing costs and financing Were not 
discussed at the February 26 meeting, but'will be the focus of 

> the next meeting. ~. 

To provide a sense of the scale of a 'program and the cost of 
particular elements, we have created a hypothetical proposal, 
which served to guide the ,Working Group's discussions of the 
costs of vaious policy choices. The actual cost of the program 
will differ depending on what decisions are made about the issues 
identified above. In the attached document, we refer to this 
hypothetical baseline and indicate where different programmatic 
decisions would have led to a larger or smaller program. The 
table which follows is provided only as a basis of discussion-­
not as an indication that policy decisions have been made. 
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Possible substitute for p. 12-13: 

Mixing work and Welfare 

The transitional progra~ focuses heavily on work. The 
ultimate goal is self-suffieiency. At the end of two years 
everyone is expected to leave welfare for work. But the-question 

\ remains: should someone who is working in.a low-wage job at the 
end of two yearsi in either a regular or a WORK job, still 
receive a welfare _supplement',.if they meet the eligibility 
standards in their state? 

One option is to continue welfare for such families. 
Allowing supplementation has several advantages. First, it may 
permit or encourage parents to·work part-time, leaving them with 
more time to deal with school. schedules,. child care.• sick.... 
childre,n', attending a community college or other training 
opportunity, etc. Second. part-time work may be a stepping stone 
to full;time work and better paying jObB~ Currently, only 8 
percent of adult AFDC recipients work in a given month. 
Encouraginq more to work, Qven part-time, could be viewed as a 
major accomplishment. Third, unless there is supplementation in 
high-benefit states, those states would either have to provide 
full-time jObs in the WORR program or see participan~s face a 
drop in their income. If YB insisted that they provide full-time 
jobs in order to hold people harmless, it would cost us more for 
child care. 

A second option is to end welfare entirely at the end of two 
years, even for the working poor who might still qualify in some 
states~ ''I"his would end welfare for all and not just for so1t'le of 
those able to work. It would eliminate continuation of the 
current inequity in benefit levels across states. It would 
encourag~ people to become self-sufficient r with the help of the 
EITel child care, and health care -- rather than continuing to 
rely on welfare ·indefinitely. It would seem more· equitable to 
other families who are working ful1-ti~e to support their 
children without the benefit of welfare. It would also be less 
costly in the long-run than.option one" 

A third alternative is to allow some mixing of work and 
welfare for those with children under a certain age (three,or 
five, for example) on the grounds that these are the parents who 
are most likely to encounter difficulties working full-time and 
alao ~hose for whom child care is likely to be most expensive. 

~A final alternative would be to let the states make the 
decision about whether to supplement part-time work with welfare 
at the end of two years. 
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WELFARE REFORM ISSUE PAPER 

INTRODUCTION 

Everyone is frustrated with the welfare system. Welfare ref01'nt is designed, to change the very 
culture of the support system and reinforce basic values of wOrk and responsibility. The current 
system -pays cash when people faU to provide for their famiJies. We propose a new vision aimed at 
helping peopJe regain the means of supporting themselves and bolding people responsible for 
themselves and their families. The proposal indicates that work is valued by making work pay. It 
indicates that people should not have children untit they are able to support them. It signals. that 
parents-bolh parenls-nave responsibiHties to support their children. It gives people access to the 
training ~ey need, but also expects work: in return. It Jimits cash assistance to. two years l then 
requires work. preferably in the private sector. but in community service jobs jf necessary. 
Ultimately, this requires changing almost everything about the way in which we deliver support to 
struggling families. Most importantly. it requires changing the culture of welfare offices. getting 
them out of the check-writing business and into the training and job placement business. 

Fundamentally, this plan is about giving people back the dignity and control that comes from work 
and independence. It is about reinforcing work and family and opportunity and responsibility. To 
achieve this vision, the plan has four main elements: 

Trum;itiorud Assistance Followed by Work 

• 	 Full particilJatiQO. Everyone who receives cash support is expected to do someUiing whelp 
themselves and their community. The requirement applies to those who are preparing 
themselves for work, to those who are past the time limit and to those who are currently not 
yet ready to work. Those wbo are unable to work due to disability or other reasons will not 
be put into time-limited assistance until they are ready. 

• 	 Tl'gjniOg. education and em12J9yment services (the JOBS Dwgraml. As soon as people 

begin receiving pubiic assistance. they will sign a personal responsibiJity contract and 


'develop an employability pian to move them into work as quickly as possible. 'Many 
will geijobs quickly after assistance with job search and job preparation. Otliers will, 
spend time in education and training services as needed, The program will be closely 
coordinated with existing mainstream education and training programs including 
l'ITA~ School-co-Work and vocational education. 

• 	 Time limits. People who are able to work will eneraiJ be limited to two years of 

cash' assistance, Most poople are expected to cnte mployment well before the two 

years are up. Extensions to complete an education program will be granted in a 

limited number of cases. 


• 	 Work for those who exhaustJheir time limit (the WQRK programt Those people 

who arc still unable to find work at the end of two years will be required to work in a 

private sector, community service 01' public sector job. These Me intended to be real, 

work-for~wages jobs. <me program will be de.<;.igned to favor unsubsidized work and 

to ensure that subsidized johs are shorHcrm and Ilon-di::placing. 
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tONnDENTIAl ORAFT--For DiscussIon Only 

J1'l 
Making Work Pay 

Health Reform, An essential part of moving people from welfare to work is ensuring that 
working persons get health protection. The current system keeps people from Jeaving welfare 
for fear of losing their health insurance. ' 

• 	 Advance payment of the Earned Income Tax Credit fEITCt TIle expanded BITe 

makes it possible for low-wage workers to support their families above poverty, 

Mechanisms will be put in place to ensure that families receive the EITe on a r~gular 

basis. 


• 	 Child care for the working poor. In addition to ensuring child care for participants in 

the transitional assistance program and for those who transition off welfare, child care 

subsidies will be made available to lowRlncorue working fwHies who have never been 


, on welfare. 

Parental Responsibility 

• 	 Child supoort enforcement. The child support enforcement system win be 

strengthened to ensure that awards are established in every ease. that fair award levels 

are maintained and that awards that are owed are in fact collected. Demonstrations of 

child support assurance and of programs fOf non-custodial parents wi~l be mounted. 


• 	 Efforts aimed at minor mothers. resWflllible family planning and orevention. Minor 

mothers will receive special case management services and will be required to live at 

home and stay in school ~ receive income support. Access to family planning will be 

ensured. A strategy ror investing in and learning from programs to prevent bigb~risk 


behavior and teen pregnancy win be developed, 


• 	 Effort." to Promote Two:Parent Families. We will provide better support for two~parent 
families by eliminating 'he current bias in the welfare system in which tW0i'arent families are 
subject to more stringent eligibility rules than single-parent families, . 

Rei~venting Government Assistance 

• 	 QlQrdin~tjQn. &imu!ifj£atlQD ilnd imprOVed incentive.~ in income surmQrt programs. The 

administrative and regulatory program structures of AFDC and Food Stamps will be 

redesigned to simplify and coordinate rules and to encourage work, family formation and 

asset accumuilltion. 


• 	 A perfQouanc\tbasOO system, In addition to incentives for clients, incentives for the 

system will be designed to bring about a change in the culture of welfare offices 

toward, and an emphasis on, work and performance, 


This paper lays out the major unres.olved issues that need to be addressed. It is organized around 
eactl" of the first three broad elements listed above. In each case, a description of the proposed poJicy 
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is provided and remaining issues discussed. ('I'he details of the fourth element~Reinventing . 
Government Assistance-will be addressoo later in a separate paper. We anticipate Ihat changes will 
be cost neutral for that part of the proposal. so they will not affect cost estimates or financing needs.) 

There are four particularly significant issues that need to be resolved: 

•• 	 The Scale and Phase-In or the Reformed Welfare System-$bould we seek to bring in all 
person., quickly, or should we i~;target our resources to sub-groups, such as new 
applicants'or persons born after f9 ( ~ 

• 	 The Structure nnd Requirements or the Work Program for People Who Have Exceeded 

the TIme Umit-After a person hits the time limit. sbould we mandate States to provide a job 

which 'pays an hourly wage. or should we allow States to continue paying a welfare ~heck 

while requiring work: -as a condition of receipt? How many hours of work should be 

required? What methods should we use to minimize long-term participation ill. this work 

program? . 

• 	 The Level and Focus or Child Care for the Working Poor-What level of resources should 

we de¥Ote to child care for the working poor? How should limited resources be targeted jf 

there j8 insufficient money to guarantee coverage for all working poor families'! 


• 	 Financing-What measures should be used to finance the welfare reform package? How 

should the burden be shared between States and the Federal government? 


Financing is not discussed in this paper, 

This draft issue paper is designed to serve as the background for the key decisions which remain. To 
provide a sense of the scale of a program and the cost of particular elements, we have created a 
bypothetical proposal. The actual cost of me program will differ depending on what decisions are 
made. In the remainder of the document, we will refer to this baseline and indicate where different 
programmatic decisions would have Jed to a larger or smaller program. This table is only provided 
as a basis of discussion-not as an indication that policy decisions have been made. 
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TABLE 1.-PRELIMINARY COST ESTIMATES (FEDERAL AND STATE) 
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL 

(By fiscal year, In millions of dollars) 

1_ 109S 1997 199. 1999 
S·Year 

Tolal 

PARENTAL RESPONSIBILITY 

MinorMotharn . a (45) (50) (50) (SO) (195) 
Compreh~slva OemonstratiOn Grants a 50 50 50 50 200 
Two-Parent Provisions ." 0 0 440 680 9<5 2,_ 
No Additional Benefits fOr Additional Children (35) (100) (110) (140) (1SO) (535) 

Child Support Enforcment 
Paternity EstabUshment (Net) 5 20 (95) (140) (115) (3B5) 
Enforcx;mont (Not) 0 (30) (100) (105) (350) (585) 
Computer Costs 15 35 95 100 1<lO 465 
Non.cU$todiai Parent Provisions a 30 65 110 165 390 
~ Grants: and Pllrefiting Oomonmtions 20 25 30 30 SO 135 
Child Support Assurance Demonstrations 0 0 100 200 250 S50 

SUBTOTAL, CSE 40 80 115 255 BO 570 

TRANSITIONAL ASSISTANCE FOl.l.OWEO BY WORK 

JOSS-Prep 0 15 '50 00 70 195 
Additional JOBS Spending 0 200 B20 940 900 3,000 
WORK Program 0 0 0 120 B20 740 
Additi:onaJ Child Care for J08S/WORK 0 240 680 7SO B70 2,540 
Transitional ctIi!d Care 0 85 250 300 3SO 965 
Enhanced Teen Case Management 0 3() SO 105 110 ' 335 
Eoonomic Development 0 0 100 100 100 300 
Savings· Caseload Reduction 0 (10) (40) (90) (100) (240) 

SUBTOTAL, JOBS/WORK 0 620 1,950 2,285 3,000 7.855 

MAK1NG WORK PAY 

Working Poor Child Care 0 500 1,000 l,5(lO 2,000 5,000 
Advance Eire 0 0 0 0 0 0 

GRANO TOTAL 5 1,lOS 3,395 4,580 5,675 14,960 

Note: Parenthesu dGOOte savings. 

Sot.JfOQ: ASPt; Staff Calculations 

SEE APPENDIX FOR ENONOTES TO TAGLE 
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TRANSITIONAL ASSISTANCE ~'OLLOWEIl BY WORK 

Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the 
current suppon system from Qne focused on writing checks to one focused on work. opportUnity, and 
responsibility. The Working Group proposal calls for replacing the AFDC program with transitional 
assistarice followed by work, The new program includes four k.ey elements: full participation, 
education and training, time-{imits. and work:, 

•• 	 Full Purticlpatjon~ Everyone.who wishes to receive cash support will"be expected to do 
something to help themselves and their community. Recipients will sign a personal 
responsibility contract indicating exactly what IS expected of them and the government. Most 
will go immediately into the JOBS program. A limited number of persons who are not yet in 
a position to work or train (because of disability or the need to care for an infant or disabled 
child) will be assigned to a JOBS·Prep program until they are ready for the time-limlted 
JOBS program. Everyone has something to wntribute. Every<>ne has a responsibility to 
move toward work and independence. 

• 	 Training, Education, and Placement (the JOBS program). The focus: of the two years of 
transitionai support will be an expanded and improved JOBS program, wbich was estabHshed 
by the FamUy Support Act of 1988 and provides training. education, and job placement 
services to AFDe recipients. Every aspect of the program will emphasize paid work:. 
Recipients and workers will design an employability plan. One optJQn would be to require all 
applicants to go through supervised job search. For those who need it. the JOBS program 
win belp recipients gain access to the education and training prQgram:.~ in order to find an 
appropriate job. Recipients who willfully fail to comply with their JOBS program 
emplOyability plan will be sanctioned. The new effort will seek close coordination with the 
JTPA program and other mainstream training programs and educational resource.~, It wiJl 
also include a recognition that supporting workers who have re<:ently left wclfare to keep their 
jobs may be the best form of help we can offer, 

• 	 Time Limits. Persons able to work. will generally be limited to two years of cash assistance. 
While two years will be the maximum period fOf the receipt of cash aid by people able to 
work, the goal will be to place people in private sector jobs long before the end of the two~ 
year period. In a limited number of cases, extensions of the time limit win be granted for 
completion of an educational or training program or in unusual circumstances .. The time limit 
is a lifetime limit, but persons who had left welfare would earn back potential time on 
assistance for time spent ('Iff welfare, 

• 	 Work (the WORK program). Those persons who are not able to futd employment within 
the two years would be required to take a job in the WORK program. WORK program jobs 
would inc~ude subsidized private sector jobs. as well as poSitions with local not-forllrofit 
organizations: and public sector positions. The positions are intended to be shorto{crm, last­
resort jobs. designed neither to displace existing workers, nor to serve as substitutes for 
unsubsidized private sector employment. The primary emphasis of the WORK program will 
be on securing private sector employment. 
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Ultimately changing what happens in welfare offices will require significant changes in what is 
measured and rewarded. The Federal goverrunent will create strong financial incentives Hnked to 
long-term job placement and minimizing the number of poople who reach the two-year limit. 
Ultimately the best time-limitoo welfare system is one in which nobody hits the limit because they aTe 
all working before that point. 

Six key questions need to be addressed in designing the program of transitlonru -assistance followed by 
work. .... 

• 	 Focus and Phase-In. How quickly should the reforms be phased in and who should be 

targeted initially? 


, 
• 	 JOllS-lTep Rules. Who s1wuld be put assigned to the JOBS-Prep program because they are 

not able to wurk or ate needed at home? How many persons should States be allowed to 
place io the JOeS-Prep program? 

• 	 JOBS Extensions. Who s.hould be granted extensions of the two-year time limit"! What 

limil:S+ jf any. should be put on the number of extensions allowed? 


• 	 Work for Wages Versus Work for We1ra~ Should States be required to provide jobs; 

paying wages, to those in the WORK program? Would States be allowed to use eWEP 

placements for all or part of the WORK slots? 


• 	 Part-time versus Full-time Work Expectations Should persons working part-time while on 
welfare be subject to time limits? How many hours should WORK participants be required to 
work? Should States be allowed or required to supplement WORK earnings in a ~otk~for­
wages program? 

• 	 Discouraging Extended WORK Participation. What can be done to keep the duration of 
WORK participation short and to move people into unsubsidized wcrk? Should the FJTe be 
denied to work: program participants? Should any particular WORK placement be limited to 
12 months? Should,the totai time peopie a.--e allowed to spend in the WORK program be 
limited? 

· Focus and Phase-in 

The ultimate distribution of persons amOng the various elements: of the program (JOBS-Prep. JOBS 
and WORK) depends On policy decisions. As a starting point. consider what would happen if we 
chose to undertake the extremely ambitious task of beginning the program full scale in 1997--most 
States will need at least 2 years to pass implementing legislation and get the program up and running. 
This would entail requiring everyone on welfare in 1997 and all those who appJioo subsequently to 
meet the~new requirementS. The JOBS program, which now serves an average of 600.000 persons 
monthly, w~uld have to expand to almost 3.000,000 participants in 1997. By the year 2000,750,000 

, WORK slot.'; might be needed for persons whO' had reached the two-year time limit. 
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It is unimaginable that States could accomplish this mammoth task virtually overnight. Even if 
resources were plentiful, such a rapid phase~in almost guarantees that the JOBS program will be 
poorly administered. with limited real content, in many States, Facing the need to serve millions of 
new JOBS clients and to create hundreds of thousands of WORK slots. many States would likely to 
provide minimal services to participants in the JOBS program. An effective JOBS program is 
essential to moving people from welfare to work and to transforming the culture of welfare offices. 
Accordingly. it is critical that States, as part of the welfare reform effort, be able to focus: on the 
JOBS program. Moreover, the threat o( WOR~ slots displacing existing,public and private sector ... 
employees would be much greater with 5Uth a swift build~up. 

• 
Phasing in the program gradually, starting with a subset of recipients, seems clearly preferable. 
There are a number of different strategies for a more gradual phase--in, The House Republican bill 
applies the new rules, including time Hmits, to applicants (both new and returning), This strategy has 
the obvious appeal of changing the rules initially for people who enter the welfare system in the 
future. rather than for those who entered earHer, under a different set of expectations. This method, 
however, raises serious equity concerns. A 25-year old mother who had children before age 20 and 
had been on welfare continuously since that point W()uld face no time limit for several years, so long 
as she remained on assistance. Meanwhile, another mother of the same age, with the same number of 
children, who had been married or had worked to stay off welfare but suddenly found herself in need 
of support would be subject to time limits. 

Applying the time limits to re-applicants ruso creates very perverse incentive." to stay on welfare. 
Most of the persons who leave welfare do return at some stage, and consequently many recipients 
who would otherwise have left might be inclined to stay on welfare to avoid the time limit. Another 
related option W(luld be to focus only on new applicants, hut since there is little reliable data on past 
welfare receipt. such a plan creates a virtually insurmoontable verification problem_ Individuals who 
were in fact new appUCants could easily claim to have been on wetfare.in the past. 

An alternate strategy would be to pbase in by State, TIle costs to the Federal Government during the 
phase~in period would be lower, since not aU States would be implementing the program at the same 
time, but the implementing States would still have to grapple WIth the difficulties accompanying the 
sort of massive expansion of services described earlier in this paper. 

An attractive alternative is to focus on young parents-such as those age 25 or under. it is the 
younger generatio!.l of actual and potential welfare recipients that are the source of greatest concem, 
They are, ~)aJso the group for which there probably is the greatest hope of making a 
profound di~. Younger recipients are likely to have the lqngest stays on welfarc, in part 
because they ate at the beginning of their spells, Under this approach, we would devote energy and 
resources to trying to C~eScu€Jlhe ~ext generation. rather than spreading efforts so thin that lillie real 
help is providoo. -- ',~:...t _..It.... C­

J'1 :r?. 
One method of focusing on youngcr recipients would be to place all persons born after 1969 (under 
age 26 in 1995) into the tioUl')formed transitional support system, AU persons of the same age and 
circumstances would then face the same rules. regardless of when they entered the system. This plan 
implies a gradual phase~in of more and more of the caseload. since the fraction of tllOse on welfare 
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PROJECfED CASEWADS UNDER PROGRAM FOR 
OCfOBER 1996 IMPLEMENTAnON FOR PERSONS BORN AFTER 1969 

. .. 
FY 1997 FY 1999 FY2004 

Prujected Adult Cases With Parent 
Born After 1969 Wilbout Reform 

1.28 million 1.68 million 
, 

'. 
2.75 million 

QJfWclfarc with Refonn .. 
(health ,.fonn after 1999. ElTC, child 

support enforcement, child care, 
JOBS, WORK, etc.) 

,05 million 
-

,10 miIJion 

. - . 
.. 

.70 million 

Program ParticiJ)ants 1.23 million 1.58 million 2.05 million 

Working While 00 Welfare .14 million .19 million .26 million 

JOBS participants .78 million .86 million .74 million 

WORK participants .00 million .13 million 54 million 

JOBS-Prep--disability .14 million .20 million .26 million 

JOBS-Prep--severely disabled child .03 million .04 million .05 million 

JOBS-Prep--cariog for child under 1 .14 million .16 million .20 million 

Notes: 
Numbers assume modest behavioral effects including an increase in part -time work among those 
on welfare. Figures for 2004 are subject to considerable error. since it is diffiuclt to .makc_caseload 
projections or to determine the impa~t of WORK requirements on behavior, Figures for 2004 
also assume behavioral effects from fun Implementation ofhealth reform.. 
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who were bom after 1969 wou1d rise with each year. In 1995 everyone under age 26 would be under 

the new regime. Ten years tater, everyone under age 36 would be in the new, revamped transitional 

support structure, For this age cohort and all younger cohorts following, the welfare system would 

be transformed, If we were able to succes:sfully implement the program for the younger generation. 

we could then move onto older recipients. Note that such a plan would not contemplate any reduction 

in existing education aOd training services for older recipients. They would still be eligible for JOBS 

services, But the new resources would be focused on young people. 


" The number of persons served under suCh a strategy is shown on the table on the following page, In 
1997. the fint year of implementation, everyone in the program wouid be either working, in JOBS~ 
Prep. or in the JOBS program. There would be no one in the WORK program until 1999. when 
persons began to reach the two-year limit. Note that most people whQ enter the welfare system in 
1991 wilt not hit the limit in 1999. Many leave welfare within a short period of time and never hit 
the limit. Others cytle on and off welfare and accumulate 24 months of receipt over a four or five .. 
year period. Estimates indicate that as a result of the imPlementation of the new program and' other 
reforms (health reform, child care for the working poor) more people will choose to work while on 
welfare and others who w~uld not have left otherwise will leave altogether. 

Note that the projected caseload jf no reform were undertaken grows relatively rapidly over time,. 

because a larger and larger portion of the caseload will have been born after J%9. In 1997. roughly 

30 percent of the projected caseload would be in this group. By 2004, more than 50 percent WQuld 

be included, 


The projected costs of focusing on this target group are shown on Table I in the introduction, The 

five-year J995-1999 costs are rougbly 317.6 billion. Clearly. phasing in a larger group would inerease l. ~ < L....­
these costs. while targeting a smaller group would decrease them. ~\I... '\';'w. 

A decision to focus on young people initially in no way precludes adding all or part of the older /"; .c r(

cohorts to the program at a later time. If itl four or five yws time, the program is working as hoped '\'D 6: 

and it is feasIble to augment the capacity, expansion could he,undertaken at that point. 


JOIlS-Prep Rules 

Any policy where work is required and time-limits imposoo must take account of differences in the 

ability to work. People who are permanently disabled and thu.~ are unable to work: fur.at least one 

year sho~ld in theory be covered under the Supplemental Security Income (SS1) Program. But some 

disabilities and most illnesses, even se,;ere ones, last less than a year. Many other people suffer from 

partial disabilities that limit their ability to work. Sometimes a parent Is needed in the home to care 

for a severely disabled child. There are admittedly iUso persons who have great difficulty coping with 

the day-to-day cbaJlenges of parenting and survival in what are often highly stressful environments. 


One solution would be to simply exempt a significant number of persons from any participation 

requirements. as is the ease under current law. Having large numbers of exemptions, however. may 

serve as an obstacle to changing the culture of welfare offices, Moreover. deferrals. are not 

n~sarHy beneficial to those who receive them. Advocates for persons with disabilities often 

oomplain that current programs send both explicit and subtle me..~sages. that persons with disabiliHe.~ 
. ­
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cannot and should not work. and thus cannot really contribute to themselves or their communities. 
Still. for many persons, immediate work or training may not be appropriate. 

One very intriguing formulation has been proposed. by the American Public Welfare Association, 
They suggest creation of a -JOBS-Prep" program for persons not yet able to work: or enter an 
education or training.program. Everyone in the 10BS~Prep program would be expected to do .... 
something to contribute to themselves'and their community. but would not be subject to the lime limit 
untiL they were ready to enter the JOBS. program. We have adopted this formulation with Qur JOBS~ 
Prep program. ~J,.' 

Th(n~menci;';Pf JOBS-prep'~ ap~lng. for it establlst;es the expectation that eventually many. 

if not'1l1OSt;,pOOp1e in the group will be able to join me regular JOBS program. But who should be 

placed in 10BS~Prep status? Virtually everyone seems to agree that persons of advanced age (over 

60). those with severe disabilities or those who are earing for a severely disabled chi1d should be 

assigned to the JOBS~prep program, But the question of bow far along the continuum of disability 

the line should be drawn is difficult. 


A somewhat different set of problems is posed by the mothers of very young children.' Should all 
IOOthers with (healthy) children be expected to work? The Family Support Act exempted mothers 
with children under the age of 3 from participation in the JOBS program. States had the option of 
requiring participadon of mothers with children over the age of I if they chose to do so. As of FisCal 
Year 1993. eight States bad elected this stricter option: Two other States require mothers of children 
ovcr 2 to participate, 

Obviously. the more people who are placed in the JOBS~Prep program and consequently not yet 
subject: to a time limit, the fewer people will be in the JOBS and WORK programs, ), is estimated 
that the foHawing percentage of the current casetoad would be in IOBS~Prep under different policies: 

Option A: C3se bead is 60 years or over, case head has a severe disability or is caring for a child 
with a severe disabUity. 
S _, in JOBS-Prep 

Option B: Case head is 60 years or over, case head has a disability which limits wor~, or is caring 
_for a child \yilh a severe disability. 
·15 ¢e<n' in JOBS-Prep 

Option C: Option B, plus cases with achiJd under one in the household or with a woman in the final 
trimester of pregnancy. Children conceived whlle the mother is on welfare would qualify the mother 
for on1)(j)nIDnths of JOBS·Prep. . 
25 _, In JOBS-Prep 

Option D; Option B. pius cases with child under 3 years in the household or woman in the final 

trimester of pregnancy. Children conceived while the mother is on welfare would Qualify the mother 

for onlyEt1nonths of JOBS-Prep, 

45 perCffit in JOBS-Prep . 
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Option D is essentially the strategy used in the Family Support Act. though States are currently 

permitted to elect Option C now (as, noted above, only eight have done so). The Working Group 

recommends Option C. and that pol icy is (he one used for all, the estimllies in this package, 


It is easy to detennine the age of youngest child, but difficult to define disability. illness or the nood 
to care for a relative for purposes of assignment to 10BS-prep as opposed to lOBS, Rather than set 
up elaborate Federal rules for defining ability to work and then auditing performance. the Working 

.. Group re.oommends that the Fedenu government set a maximum percentage of the casetoad which can 
be placed in JOBS~Prep for reasons other than the age of the youngest child and provJde guidance as 

-to the other.criteria for assignment to the JOBS-Prep program. The estimates presented assume the 
cap is set at I S percent, 

Extensions 

A related. but ooncepwally distinct question is that of extensions. T~ years is not sufficient time to . 
. complete'some educational programs. In some cases. persons may be so educationally disadvantaged 

that they are unable to even complete high school or gain a GED within two years. ' In other cases, 
persons seeking post..secondary education, including a foul' year college degree, would need more 
than two years (0 complete their education. Some programs, including sthool-to~work programs, 
involve both a period to finish high s.chool and an additional year of training. 

There seems to be little disagreement that persons who are making satisfactory progress toward lhe 
completion of a GED or high school degree sbould be granted extensions. Similarly. persons in 
SchooJ·t<rWork or similar programs should be enoouraged to complete the program, There are 
others who may need more time to get adequate schooling. Persons with language difficulties may 
need, for example.. to complete an English as a Second Language (I.;SL) course before they can obtain 
a OED or job training. 

The controversial question is whether a person should be able to receive full welfare benefits while he 
or she goes on to complete.a four~year college degree. Those who favor such a proposal emphasize 
that assisting people to obtain a bachelor's degree is the best way to ensure that they do not return to 
welfare. Pushing people into low~wage positions which do not bring the family up to the poverty Hoe 
or offer upward mobil tty may be counter-productive. 

Those who oppose extensions to complete a four-year college nole that only one-quartet of an high 
, school graduates obtain a four-year college degree, and that among welfare recipients the fraction is 
much lower. They question whether it is fair to use welfare benefits to help support persons who are 
getting college degrees when the vast majority of persons paying for that support will never get such 
a degree. There is also a concern that single parents would actuaJly have greatet access to economic 
'support for higher education than persons who did not be.::.ome single parents.' A partiai resolution to 
Utis dilenuna may emerge if part-time work fulfills the work obligation. In those circumstances, 
persons working part time and attending school part time would continue to be eligible for some 
supplemental cash support in most States. 

As with dle issue of assignments to JOBS~Prep. the Working Group recommends that the number of 
extensions be capped at a fixed "percentage of the caseioad, The current proposal allows States: to 
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gr.ant extensions to persons fur attaining a GED or for completing a school¥to-work or similar 

structuroo learning program, as well as to persons facing a language barrier or other serious obstacle 

to employment. States could also opt to use extensions for persons in po5H,econdary education, 

~~ally persons in work~study programs. We believe that setting the cap at 10 percent of the total 
~r~eload will provide States a sufficient number of extensions, barring unusual CirCumstances. 

A State could apply to the Secretary of HHS.for additional extensions as an amendment to the State 
plan if it GOuld demonstrate that its caseload is very differenl from that in the nation as a whole or if 
it had developed an alternative program which is structured in such a way that additional extensions r I ,_ 
are required. ~' " _ .. _ 1'.,0:11- ctW;:"'" 

., <,t '/ (> , 
Work for Wages Versus Work for Welfare' -¥ I '" bOY' ?;'1• 

~(' ......... 

Unquestionably the hardest part of designing a tim~limited welfare system is structuring the work 

program for persons who have reached the time limit. The welfare reform effort win futus on 

making work: pay, collecting child support. and creating a first~rate education. training and placement 

program in order to keep the number of persons reaching the time limit to a minimum. In addition, 

aU persons approaching the two-year limit will be required to engage in a period of intensive job 

search. Despite these efforts, some persons will hit the time limit without finding a job on their own, 

and work opportunities must be provided for them. 


The first and most visible choiet in the WORK program involves work for wage.') versus work for 

welfare. Under a work..jor-wages plan, the State or locality js required to offer a work opportunity to 

persons who have reached the time limit. Hours and wages are.set by the State or locality. Persons 

receive a payeheck for hours worked. If the person does not work, he or she does not get paid. In 

principle, persons are wage earners rather than recipients, In a work1or-we/fare plan, the person 

oontinues to receive a welfare check: but is required to work at a designated community service job as 

a condition of eligibility f'Or casb' benefits.· Persoffi who fail (0 report for work: or whQ penoon 

poorly can have their welfare benefits reduced, so long as the State can establish that there was no 

good cause for their absence or poor perfonnance. Persons remain recipients, but they have 

additional obligations. 


There seems to be little disagreement within the Administration on the strong appeal of a work-for­

wages model. The structure is seen as providing a traditional work opportunity witb the dignity and 

the responsibilities of a standard work:: place. Persons would receive wages rather than a welfare . 

check. 'llle major question to be resolved is not wbether to encourage States. both with "sOme $Oct of 

finanCial incentives and with technicai,ao;sistance. to adopt a wo(k~for~wages model. The question. 

rather t is whether to allow States to opt' for a work-for-welfare model if they chose to do so. Those 

who argue for State flexibility on this issue point to two major concerns: implementation and recipiem 

pr()[ecrion. ­

A work program of this type and magnitude for this population has not been mounted before. While 

the Wooong Group bas worked hard to resolve as many issues as possible, some questions cannot be 

answered ~itbout more experience, The Working Group recommends a very flexible workKfor-wages 

model with con.<:;,iderabte State and ioca1 discretion in the operation of the program. Many of the 

details are quite consciously left to the States and to local communities, which know their own needs 

and opportunities best. .. ... ",. 
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Communities will have to establish a system for linking WORK participants with the private sector, as 
well as with the notwfor-pmfit arufpubHc sectorS. They must determine how and by what method to 
pay organizations who employ WORK participants. In addition, they will need to set up procedures 
for monitoring WORK program participation and resolving disputes, There are also difficult 
questions involving worker·protection, What happens if a WORK participant, or his or "her child, is 
sick1 What happens if the adult simply fails to show up for work repeatedly? What if the worker 
feels the work place is dangerous or abusive? These issues will be discussed further below, but we 
have limited real experience to draw on in addressing these concerns. ,
" 

By contrast. work: for welfare has been tried in various: forms. Many States have experience with it. 

The payment structure is easy~partjcipants get a welfare check. Dispute resolution is handled within·· 

the same sanctioning and appeal structure used for other disputes concerning casb benefits. States stili . 

have to find work sites, but protection for workers may be less of a problem, Since the check 

continues to be paid unless the State decides to begin a sanctionIng process. 


The burden of performance shifts at least partially to the State. Before the State can reduce the cheek: 

it must establish that the. person failed to meet his or her work obligations fur no good reason. Such a 

test would never be met if a child were sick Ot transportation broke down. Though few people like 

the existing work-for·welfare programs (usually called CWEP for Community Work Experience 

Program), and evidence on their impact on employment and earnings is not encouraging, work for. 

welfare is,a known entity. Both the Republican plan and the plan from the American Public Welfare 

Association caU fur eWEP after two years. 


Those who urge against allowing State fle-:<lbility in this area regard the implementation questions as· 

difficult; but surmountable. especialty if the program initially focusses (in younger recipients. TIley 

fear that if ~tates are given the option of choosing CWEP. many, if not most will dloose the devil 

that they know. which woutd undermine the goals and philosophy of this reform plan. As noted 

above, States would be given enormous flexibility in deciding how to implement a work~for-wages 

model. Moreover. the number of work slots will grow gradually. due to the targeting of young 

parents. giving States the time they need to' design and implement new systems. The scale, rather 

than the structure, of the WORK program may be the primary concern for States. . 


Work-fm~welfare sends adverse messages to recipients, prospective employers. and the pUblic. 

CWEP slots are not perceived as ftrea1 jobs" by anyone. CWEP participants in arguably one of the 

best run programs (in San Diego) reported that they thought the work requirement was' fair. but they 

felt like they were working for free. There'is little evidence that persons who go thro.!:!'g~.~~ 

subsequently fare better in the work place than people who were JUSt on welfareQnd no wond~ 

Employers will probably never see CWEP ex.perience as seriQus work experience. No regular job 

pays its employees regardless of when and whether they show up unless the employer can prove the, 

person did not stay out for good cause. Placements are virtually never in the private sector, nor are 

they likely to be. Work-for-wages programs by contrast can target private sector employers. Perhaps 

most importantly. without the responsibilities of regular work: and the paycheck tied to performance~ 


. there will be far less dignity in WORK. 

Advocates for a work~for~wages policy note that such a model would distinguish this Administration's' 
_plan from the Republicans' and serve to define and delineate our vision, A work~fur~wages plan 

II 



--eeNFIOENTIAL DRAFT··For Discus~ion Only
f"",.s ., . . 

whereby persons are given transitional aid and training and then offered a job if they can't find one 
on their own conttasts sharply with a plan which calls fot people to work off their welfare check: after 
two years. Unions have vociferously opposed CWEP .and have indicated that they will continue to do 
so. While they are deeply concerned about a work-for-wages strategy as well. there is room for 
negotiation around such a ptan, Most advocates for the poor and women strongly favor' work-for~ 
wages. though they want protections for workers built in and favor wages above the minimum. 

ParHime versus FullNtime Work Expectations " 

.> 

The transitional support program focuses heavily on work:. PersonS cannot collect welfare betiefilS ' 
" indefinitely without working. But what level of work should be expected? Everyone agrees that the 
, ultimate goal is self-sufficiency. but what are the minimum work expectations? Is partwtime work 

sufficient or should everyone be expected to work: full time? 

Allowing part-time work to couot as meeti.ng the participation and work requirements has several 
advantages. First, it may be the most realistic standard for single parents, especially those with 
young children. AU working parents face significant burdens in dealing with school schedules, child 
care, sick children, doctOr visits, and the like, Though the vast majority of married mothers work, 
only about 1/3 work full-time all year. and they have help from the second spouse, CUrrently only 8 
percem of adult AFDC recipients work in a given month. Getting people working even part time': 
perhaps should be seen as a major acoomplisbment. 

Second. part-time worle may serve as a stepping stone to both full-time wor~ and to better paying 
jobs, Given that so few mothers now work while on welfare, part-time 'work is a natural starting 
point for these more disadvantaged women. It may be counterproductive in the long run to pull 
poople out of part-time private sector work to put them into fuH~time WORK slots. Employers 
typically have a strong preference for work: experience in unsubsidized private jobs. Some of the 
parents working part-time would be able to obtain further education and training outside the JOBS 
program by. for example. attending community college on a parNime basis. 

Finally. the cost of mandating full-time work could be very high. Full-time cbild care for- young 
children would be quite expensive. After~schOQt care would have to be provided fur many other 
children, Perhaps most importantly, if fuU4ime work. were required at the end of two years of cash 
ass.istance, we could be in the pos.ition of puUing parents out of unsubsidized private jobs to place 
them in a subsidized comm!lnity work prog~. Unless stricter rules induced many part-time workers 
to leave welfare entirely for full-time work~ such a fuU--time work requirement would significantly 
increase the number of WORK 'slots needed. The cost of providing a full-time work slot, apart from 
the child care expense noted above. would be significant. 

Note th;at" fun-time work would always be much more financially rewarding than part-time work. 
Part-time workers would generally be poor. even with their supplemental benefits, Note also that the 
Administration's pledge that a family with a full~time worker should not be poor explicitly assumes 
very (ow·wage workers will still get food stamps, 

Those who argue for expecting more than part-time work worry that the" transitional program could 
become a work supplementation program, They ask whether we ought to let people collect 
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supplemental cash assistance indefinitely if they ate working part time. The ultimate goal is to move 
people off of welfare to work. not have people combining work: and welfare. 

Allowing part-time wQrk to count as full participation also raises equity questions, Many other 
mothers. especialJy single parents off of welfare, feel compelled by economic ne<:essity -to work futl 
time. Thus a qu..non of equity arises, , , , k' \' '\ '/'~ '-" ~\- "",.,<,,~ ,­
With these arguments as bar;kground. tWO related decisions must be made: I) How will part-time 
work be treated for pooptefomrking in unsubsidized private jobs·while stm getting some 
supplementary welfare benefits and 2) How many hours should be expected of those i!l the WORK 
program, 

Mixing Unsubsidiz.t4 Work With Welfare ' 

Consider first the situation facing someone who is· working part-time at a minim·um wage job. In 
most States, the individual would stilt be eligible for some supplemental cash benefits. Currently only 
8 percent of the C3Seload has reported earnings in any given month. There arc, however, indications 
that a much higher percentage work at.S<t.,me point during the period in which they receive AFOC. 
Pan of the reason so few work part:ltme,..,at any polnt is that currently there are few incentives to .mix 
work and welfare. Benefits deCIine-donar for doUar with earnings. The administrative and reporting 
burden on the recipient and welfare worker alike when the recipient goes to work is considerable. 
With the expanded BITe and other reinventing government assistance policies, however, there may 
be considerably more incentive to work at ieast part-time, If the time·limlt clock was stopped in 
months where a person was working part-time, there ~fa be even more incentive to work,

,.,;,hI-
Under such a structure, working part-time would both stop the c10ck and count as JOBS participation. 
Persons working part-time would, as under current law, be entitled to supplemenw cash benefits if 
they still met the eligibility criteria (e.g" income limits). Of course, such persons would receive 
significantly less cash aid than nOlrworkers, since income net of work expenses reduces benefits. If 
the person had already reached the two·year time limit. 20·11Our per week umubsidized private work 
would meet the WORK obligation, This policy implicitly setS the minimum work expectation at 20' 
hours. People working 20 bours or more would be allowed to collect supplementM aid indefinitely. 

An alternative is to stop the clock only when some higher level of work is achieved, such as 30 or 40 
hours per week. Another would be to treat 20 hours of work per week as part-time work for 
purposes of stopping the time limit clock, provided the parent had .a young child, but Set the standard 
for part~time work at a higher level for parents of -older children. Finally. the decision 1.0; to the 
treatment of part-time work: could be left to States. which would have the option 'of stopping the clock 
for persons working part time, 

The exact impact of allowing part-time unsubsidiz.ed work to count as participation is hard to 
determine. It could be very ~xpensive and difficult to get everyone working full-time. Requiring 
parHime workers to also participate in the JOBS and WORK programs would be likely to 
significantly increase the number of persons for whom -WORK stots have to be generated. In 
addition. if part-time workers lose their opportunity to participate in JOBS because the elock keeps 
running. recipients in some cases may give up unsubsidizOO work to get training while they have the 
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chance. On the other band. a full.-time work: expectation may cause some poople to find full-time 
unsubsidized work and leave welfare entirely. The current cost estimates assume that part~time work 
counts as full participation, stopping dIe clock for such workers. They also assume somewhat more 
people choose to work parHime in unsubsidized employment than are doing so now, 

W{)rk expectations in the WORK urogram 

A mucll more significant issue than the treatment of unsubsidized work is the level of work 
expectation in the WORK program, An obvious strategy would be to calClllate the required hours of • 
work in the program by dividing the cash welfare benefit by the minImum wage. Thls simple 
formula, however, is nol very practical, Assume for a moment that a worl(·for~wages plan is chosen. 

First. in low-benefit States and for persons with non~welfare income, the hours of work required per 
week would be quite low. In Mississippi, a mother with two children would be required to work: just 
10 hours per week. hardly a practical work experience. One solution is to set a minimum level of 
work~ say 15 houts per week. If one pays the minimum wage for each hour worked. &&ting a 
minimum has the effect of increasing the cash income of WORK participants r~ative to that of people 
not working and on welfare. Under a work~for*welfare model, recipients could be required to work 
off food stamps benefits as well as cash assistance in order to increase required hours of work to a 
minimum leveL That would, however~ lead to serious issues of equity and administrative complexity, 
since recipients in some States wwld be working off their cash benefits plus food stamps, while 
others would only be working off their cash grant. 

By contrast, in high benefit States. more than 35 hours per week would be required to earn wages 
equal to the welfare payment. This implies that some sort of supplement must be paid to persons in 
WORK slots to ensure that they are not worse off than those who are not working and who have not 
yet hit the time limit. . Full-time work implies high child care costs and difficult placements. 

The problem of low or irregular hours of work is inherent to a eWEP model. as eWEP hoUfS are 
determined by dividing the benefit by the minimum wage, as described above. 

The current draft discussion paper recommends giving Stales the option of setting work hours between 
15 and 35, according to whatever ctiterion they choose. so long as at least minimum wage is paid for 
each hour. If the expected earnings (Jess work expenses) are less than the amount the person would 
have collected on welfare. then the State would have to provide a supplemental work payment. Note 
that in the median State (pennsylvania). a woman would need to work 29 hours a week to receive as 
much income as on welfare. If every State chose 20 hours of work, most States would need to 
supplement earnings to some extent. If every State chose to assign the number of hours needed to 
reach the welfare benetit up to 35 bours. many fewer States would need to supplement the WORK 
earnings fur a family -of three. 

Cost estimates here assume that States are allowed to choos.e 'WORK hours between l5 and 35. and 
are required to supplement if necessary. 

Rb1~oyragjng Mtended WORK participation 
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WORK program jobs are not intended to substitute for or displace private sector placements. Rather 
they are designed to provide temporary, Jast~resort work for persons who have reached the time limit 
without finding a private sector job, Unless long-term participation is deterred. the size of the 
WORK program CQuld become prohibitively large. Indeed, the ultimate goal of the WORK program 
is to place people into unsubsidized work. ' 

There are various ways in which a WORK program can be designed in order to discourage or prevent 
extended participation, These' include the following: limiting the duration of each individual WORK 
assignment. requiring frequent job search, denying the ElTC to WORK program participants, and 
placing limits on the total length of lime people are allowed to spend in WORK assignments. 

Limiting !he duration Qf indiJ:jdual WORK assignment., and following them with intensive job search: 
There is little disagrec.ernent that individual WORK placements ought to be limited in duration to 
perhaps 12 months.. This limit is designed to prevent participants from becoming attached to 
particular subsidized jobs. Of.course. there will be strong enoouragement and incentives for 
employers to hire WORK participants as unsubsidized employees before or at the end of the 12 
months. Before and after each WORK assignment, job search would be required, 

Denying the ElTC to WORK program participants; Perhaps the best way to ensure that peopJe do not 
eschew private sectOr jobs for WORK positions is to make certain that any private sector position',· 
pays better than a WORK job. Though there are various mechanisms for accomplishing this, one of 
the easiest is to deny the BITe for money earned in the subsidized WORK ;tSsignments. Since 
WORK slots are already subsidized, it could be argued that it would not be appropriate to offer the 
additional subsidy of the EITe. There will be some administrative complexity to treating earnings 
received white a WORK participant differently from other earnings, 

Current cost estimates assume a relatively modest effect of denying the EITC to WORK participants 
because there are no reliable estimates of the impact of this policy on the attractiveness of 
unsubsidized employment. The effect could well be large, however, given that private sector jobs 
would then pay up to 40 percent more than WORK slots (the EJTC is effectIvely a 4Q percent pay 
raise for persons with two children). 

~ 

(Unions and many advocates for the poo]argue that if persons are being expected to work in real jobs 
they oUght to receive the same benefits as other workers. They believe that limits on the duration of 
WORK assignments, frequent job'search and the possibility of promotion will lead poople to move 
toward private work without the need for special "penalties" for WORK workers. , 

Requiring atcmtance of any private sector iob offer: Both JOBS and WORK program participant'> 
tould be required to accept any unsubsidized job offer 'or be denied aid or a WORK job for several 
months. After two refusals, the person might be permanently denied aooess to a WORK assignment, 
Some@vocates for the pooBatgue that such provisions are unnecessary, hard to administer. and 
potentially unfair, especially if the Ene is denied to WORK workers, 

Limiting the total time people can be in lhe WORK .[itQgram: The most controversial way to limit 
WORK participation is to time limit WORK, just as welfare is time~limited, Those who favor 
limiting the total length of time in WORK assignments to two or three years argue that other persons 
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, are not guaranteed paid work if they cannot find it on their own. Theoretically. persons could stay in 
the WORK program for many years. and such extended WORK participation is seen by some as " 
creating a work entitlement that may become as unpopular as welfare did. 

A second argument involves the best use of resources. WORK slots require resources for job 
creation and child we. If poople have been in the WORK program for two years and in the JOBS 
program for two years prior to that.-reso~rces and WORK stots might be better focused .on orner 
recipients. 

, 
The big problem with limiting the duration of WORK participation is deciding what to do when 
individuals hit such a WORK time limit. One strategy would be to dramatically reduce or end cash 
assistance altogether, perhaps offering SOme fonn of additional housing aid. Another plan would be 
to let persons who had reached a WORK time limit return to cash assistance, perhaps with a lower 
benefit, Such a strategy would ensure that.WORK slot~ are preserved for those first hitting the time 
limit.- One need not require States to limit WORK assignments; one might only provide the flexibiHty 
to· do so. The Republican plan does alJow States to terminate or redu~ pubJic assistance after 3 years 
in CWEP. 

Opponents argue that there is no justification for limiting participation in the WORK program, 
especially if WORK participants are denied the EITC. If all previously WORK- limiting provisions 
are adopted, anyone still eligible for a WORK assignment after. say, 2 or 3 years will have 
successfully met all WORK requirements in several different placements, been through 3 or 4 
intensive searches for ullsubsidized employment, oot refused any private sector job offer. and wiJl be 
seek.ing a WORK assignment even though any private sector job oppOrtunity w()uid pay 40 percent 
more and probably offer a better furure. Opponents of WORK time limits argue that such people are 
most likely people who genuinely cannot find,any private sector employment either because they live 
in a weak Jabor market. or because !.hey are not wanted for existing jobs. Denying them the 
opportunity to participate in the WORK program would very likely cause their incomes to fall 
sharply. potentially putting the family at serious risk of homelessness or other crisis. Virtually DOne 
of these families would have had incomes above the poverty line lVhile they were in the WORK 
program. Unless we are willing to provide cash benefits without a work expectation for people who 
are no longer digii>le fot the WORK program> we will be placed in the position of denying sUppOrt to 
persons who had demonstrated a wiUingness to work, Finally, there is the question of what happens 
to' people who have exhausted both their JOBS support and WORK support. succeeded in finding 
work, buf lost that work when the economy changed or theylost.their job for other reaSons. What 
would be the temporary safety net for ,~uch families? 

Limhing WORK assignments will not have any effect on cost estimates in the five~year cost 
estimation window used for the budget. Since it wiU take States two years to begin implementing the 
program, even a strict twowyear limit on JOBS followed by a strict two-year limit on WORK would 
not affect anyone for six years. Since most people do not stay on welfare continuously for four 
years, in roost cases it would not have any effect for seven or eight years, Eventually. however, 
limits on WORK could have a significant impact, Unfortunately, we have no information on the 
extent to·which extended stays in the WORK program will be a problem. nor any understanding of 
what would be the reasons fur such e~tended stays, The issue could be revisited in later years jf 
extended spells in WORK b~ame a problem. 
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ADDENDUM: WORK FOR WAGES PROGRAM DESIGN 

The following are key policy elements and the initial recommended design. Elements with an " 
contain controversiai policy questions: 

Administration: States are required to develop a WORK plan for joint approval by the Secretaries of 
HHS and Labor. States are required to have WORK advisory panel with membership from labor. 
business,and from community organizations, To be resolved: membership and Irnks to Private 
Industry Councils (pIes) 'Vld Workforce Investment Boards (WIBs). The advisory panel must 
approve the WORK plan. 

funding: For each WORK placement, States would receive a flat amount for administrative cost.'\ and 
would be reimbursed for wages paid (hours timt$ wage) according to a specified set of matching 
rules. Federal matching rates would decline significantly the longer the person stayed in the WORK 
program as a further incentive for States to move people into unsubsidized work. Additional monies 
or a higber match. WQula be available to States in times of recession. 

/ "")hi-' 
Placements: PlacemenlS in private sector establishments would be strongly preferred. States would be 
free to negotiate contracts with private companies, pla.cement services, community organizations~ State 
and local government agencies, and other organizations to accept or place WORK participants in . 
exchange for payments from the government. Private sector placements would require that at (east 
some portion of the wage be paid by the employer. 

In addition. a major effort would be undertaken with State and Federal government agencies to find 
job placements through existing initiatives and program expansions such as child care, Head Start 
centers; housing rehab projects. Empowerment Zones, and many others. 

NationaJ Service placements would be acceptable WORK asSignments, States would be given the 
option of contracting with the National Service Board to provide a certain number of National Service 
Placements. In addition, National Service workers could be used to belp work: with and supervise 
WORK participants in community service activities. 

*Displacement; Language to be negotiated, with National Service non-displacement language serving 
as the base. 

·Hours; Hours are set by the State. mjnimum 15 hours, maximum 35. States are free to use 
wbatever criteria they choose in deciding upon h~urs so long as each hour of work is paid. 

states can choose to offer anything from part-time to full-lime work. States which offer jobs which 
pay Jess than what would have been reeeived under AFDC wou1d pay a supplement (see below). 
Requiring full-time work is con.<;iderably more e;(pensive, more than doubling the cost of the WORK 
program and complicating the job creation problem considerably. Particularly for mothers with 
young children. full-time work may not be deemed appropriate or practical by the local community. 

:-Wages.' Working Conditions. and Benefits: Wages must be set at no lower than the higher of the 
Federal and any State or locaJ minimum wage, but States and localities can choose to set a higher 
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wage rate in specific cases. Wage rates are among the mQst contentious elements from a' union 
perspeo::tive, Uruons would Hke explicit language indicating that total compensation (including any 1
subsidized child care and other benefits) paid to the worker would have to be similar to that paid to 

workers of comparable experience and skills in the same job. At a minimum, unions WQuid like a 

provision allowing a veto over the placement of a WORK recipient into a bargaining unit.unless 
 J
compensation is similar. Sick rules and absentee policy would be the same as that of similar workers 

in the establishment. States would set or negotiate such rules in cases where a new organization or 

establishment is being formed to employ WORK participants" Workers compeIWltlon would be paid 


'" for WORK participants, though ~ho oore the costs would be negotiated, Social Security payments 
would be required. Unemployment insurance payments ~ld not be requir~L 

S!lImleroentarv SuPport; If expected WORK program earnings net of work expenses are less than 

would have been received by a non-working family on cash asststance, the State will pay the 

difference as a supplemental benefit. Note that such a supplemental benefit would never be higher 

than Ole supplement that would be paid under transitional assistance for someone with the same 

earnings in a private sector job, 


"'Treatment of earnings from WORK program for other government benefits; For purposes of 
determining eligibility and benefits for other government programs, the fonowing rules would apply: 

• 	 Food stamp. housing and other benefits would be caleutated treating wages paid under the 

WORK program as earnings. Benefits would be calculated on a 3 month prospective basis 

under the assumption that the person will work the full number of hours assigned. No 

increases in food stamps or supplementary benefits would occur if the person did not work the­

required bours, provided he or she did not have good cause (e.g., a seriolls illness) for the 

missed work. 


• 	 Earnings received under the WORK program would not be eHgible for the EITC and would 

not included in adjusted gross income for tax purposes. This proviSion is designed to ensure 

that private unsubsidizoo work would always be significantly more attractive than WORK. 


Limit5 on the duration Qf each placement with freQ\lent ri:muiretnents for supervised iQb search; 

WORK slots are designed to be temporary, available,only when people really cannot find private 

sector work. Each individual placement shou.ld last no more than 12 months as a suhsidiled placement 

and be preceded and followed by a period of imensive job seatch. If the employer agreed to take the 

person on as an unsubsidized worker, the individual would be considered out of the WORK program. 


*R!XJUired acceptance of. any private sector job Qff!.ir: WORK program particlpants could be required 

to accept any unsubsidized job offer or be denied a WORK job fol' several months. After two 

refusals, the person might be permanently d.enied &cce..<)S to a WORK assignment. 


Trru;;king.Qf Placement and Rttt.!H'I\lQn Records: States will be asked to<maintain records on the rate at 

which WORK workers are retained by their WORK employers or placed in unsubsidized jobs by 
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placement services. Preferencl! should be given to employers or placement services wIth tbe best 
pecformance. At a future date. the Secretary of HHS may impose retention or placement standards. 

Returns 10 lOBS-Prep; Persons who bl!COmc temporarily ill or face it major new impediment to work 
may seek to be re--evruuated and placed in the JOBS-Prep program until such time as the State deems 
them ready to work::. Persons in this statuS count against the limit on JOBS~Prep placements. 

-Insufficient WORK slQts: In cases Wber"c'there are insuffident WORK slo~. first preference goes to 
people just reaching the time limit. States are required to pay ongoing cash benefits to persons who 
are not plaCed 'in WORK assignments and are reimbursed at a significant1y reduced match. TIle 
reduced match~waiVed in p~l'i()ds of high local unemployment. 

I"'~'<~, .... 

I 
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MAKING WORK PAY/CHILD CARE 

A crucial component of welfare reform based on WQrk and responsibility is making work pay. Last 
summer>s expansion of the Earned Income Tu Credit (BITC) was a crucial step toward making it ." 
possible for low-wage workers to support themselves and their families above poverty, The welfare 
reform proposal will include provisions to make sure the BITe can be delivered on a regular, ,. 
advance-payment basis. The n.ext crucial ,step will come with health care reform. 'Many·recipients 
are trapped on welfare by their inability to find or keep jobsfwith health benefits that provide the 

. security. they need. 

The key missing component for making work: pay is subsidized day care, In order for families. 
especially single-parent families. to be able to work and prepare themselves for work, they need"care 

. for their children. 

There are two major issues as we think about day care in the context of welfare reform: 

• 	 How much subsidized day care should be made available, and for whom? 

• 	 What investments andlor requirements should be put in place to improve the quality of 

child care and the coordination of child care programs funded under different 

mechanisms? 


ISSUE: How MUCH M'D FOR WlIOM? 

There are three categories of low-income families with day care needs that we ougbt to consider. 

They are families which are: 


• 	 On welfare, in JOBS, working or in the WORK program 

• 	 Working, in ~transition" off welfare 

• 	 Working, never on welfare or after, tran.c;.ition. 
. 	 . 

AU three categories have legitimate claims on day care subsidies, Fatl)ilies who are required to 
partidpate in JOBS are currently. rightty, guaranteed child care, People who are working but stiU on 
welfare have their day care subsidized through disregards from their AFDe and food stamp benefits 
and SQmetimes through subsidies. We propose to continue current guarantees of child care subsidies 
for these categories of recipients, People in the WORK program are like welfare recipients in that 
they are working as a condition of receiving continued support; they are working at the minimum 
wage, and they are not receiving the EITC. The proposal would guarantee tlteir,chHd care.'just as it 
is guaranteed for JOBS .and AFDC participants. The estimated costs of extending day care to new 
JOBS and WORK participants are $900 million in 1999 and $2.6 billion over five years,· 

Under current law, people who move off welfare and are working are guaranteed subsidized child 
care for a year in order to ease the transition, We propose to continue that guarantee for participants, 
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in the Transitional Assistance Program who move into private sector work. TIle estimated costs of 
transitional child care for the new program ate $340 mHtion in 1999 and $1,0 billion over five years, 

It is bard to argue, however, that low~inoome working families who are not on welfare or are 
transitioning off welfare are less needing Or deserving of child care subsidies than people who are on 
welfare. It seems quite inequitable to provide,child care subsidies to one family and to deoy them to 
another whose circumstances are -identical except for the fact that the first family is or has been on " 
welfare. The crucial issue to be decided is"the size and shape of a day care subsidy program for the 
working poor:" This program should almost certainly be designed ag'.a capped entitlement. There are . 
three basic optionS, which reflect different overall levels of resources and different targeting 
strategies. 

Canned Entitlement: Full-Service Level 

If we genuinely want to make work pa)'~ to make work. more attractive than welfare. and to maintain 
equity between tllose who ha\'e and have not been on welfare, it is very important that day care 
subsidies be available for the working poor, independent of their prior welfare status. The ideal 
approach, if'resources were no constraint, would be to guarantee a day care subsidy to aU working 
poor famines who needed it, with a reasonable ceiling On rest pet child. The cost of such a fuU­
service entitlement is estimated to be between $2 and $3 billion per ycar of net new Federal and State 
spending. 

This estimate is very uncertain. Because it is based on current usage. it doe.') not reflect potential r:: 
changes in work behavior and child care choices that might result if new subsidies were available, l!! 
may, therefore. be substantially underestimated] On the other hand, experience to date suggests that 
actual day care usage is often much lower than planners predict; based on this experience. the 
estimate could be too high, Because of the great uncertainty of Ute estimate..:: of pnwiding subsidized 
child care for the working poor. however. it is almost certainly unwise at this point to establish an 
uncapped entitlement which could potentially become quite expensive. 

The obvious alternative is a capped entitlement set at a level that reflects available resources. 
Capping the entitlement guar..ntees that spending will not exceed the specified limit. 

We suggest a funding level less than full service in order to reflect availahle resources, The proposal 
is for $2,{} billion in 1999~ with a five-year cost of $5:0 billion. This is less than our ~timates for 
full service, and therefore. requires so~e me~od of allocation, 

Allocating a CaDoed Entitlement: State Discretion 

. The most obvious way of structuring a capped entitlement to day care for the working poor. whether 
at the full~servlce level or at a lower level. is to allot available funds to the States and allow them to 
use the funds,for services to families as they see fiL This approach sbould work very well if the 
funds are set at the fuU-service level. At a lower funding level, however. a problem arises because 
the funds are almost inevitably less than the demand. and criteria for which' families to serve are 
difficult to set. Day care subsidies tend. therefore> 10 be dIstributed inequitably, often on the basis of 
a first<ome. first..-seryoo strategy that cannot address relative need. 
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Allocating a Cawed Entitlement: Targeted 

An alternative would be a. targeted capped entitlement. Because it would be capped, spending leve1s 
would be controlled. But if it were targeted at a population sub~group, and set at a level that was 
estimated to be sufficient to serve that sub-group. the aJloeation problem of the normal. capped ­
entitlement could be alleviated. ·The question. therefore, is whether there is a sutrgroop that could be 
targeted that makes sense prognunmatical1y and that could be served with a reasonable resource 
allocation. 

An intrigUing possibility is to target young families, along the same tines and for the same reasonS 
that we are targeting young AFDC applicants and recipients. This strategy has many attractive 
features. It can be justified on the same grounds that we justify the focus in the transitional 
program-investing in young families. It also neatly solves the problem of equity between welfare and 
non-welfare ~eeipieru.s, Everyone born after 1969 receives services in the welfare program and day 

. care subsidies if they are work.ing~ whether or not they are or have·been on welfare. The . 
disadvantage of this kind of targeting, obviously. is that it denies services to older mothers simply on 
the basis of their birth date. Focusing day care subsidies on young mothers may send a wrong 
message about the desirability of deferring parenthood, ' 

The estimated additional costs of day care subsidies for young families are about $150 mimon per 

year. Our suggested funding level would, therefore. be sufficient to serve all young families and a 

portion of older families. 


Qualit,' .and Coordination Issues 

The issue of quality versus quantity in day care has n long and contentious history. At one extreme 
are those who argue that chUd care subsidies should only be available for care that meets FederaUyw 
defined quality standards. that professionalized group care should be preferred over informal care, 
and that rates should be set in such a way that expensive care is not only eligible for subsidy but is 
encouraged. At the other extreme are those who argue that day care subsidies should be able to be 
used for any kind of care that the parent can find. with a strong preference for inexpensive 'and 
informal care. 

Head Start 

FortUnatelyt some agreements and accOmmodations have been emerging that can guide an approach to 
child care. Neariy everyone agrees that Head Start. with'lts high quality comprehensive approach to 
child development, should be the preferred service fot as many three~·and four-year-Qlds as possible, 
with supplementary child care as needed. This Administration's oommitment to ex.panding Head 
Start, and to developing more fuU-day and fun-year Head Start slots, will ensure that as many as 
1.000,000 low~income children in 19~ will be served by Head Start, 

Parental Choice and State Oversight 
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Neatly everyone also agrees that for other child care arrangements, parents should have nearly 
uruimited choice, constrained onJy by State regulations and by minimum health and safety standards. 
The general principle is that providers who receive subsidies should meet State licensing or 
registration standards. Providers that are exempt from State regulatory standards (most States exempt 
baby-sitting and small in-bome care arrangements for two or three children. and some States exempt 
sectarian and other providers of more formal care) would be required to register with the State and to 
meet StatiHiefined requirements for the prevention and control of infectious diseases. building and 
physical premise safety and minimum health and safety tr3inin,g of providers . 

• 
Ioyestmeo't$ in Quality and Supply 

A third point of general agreemerii is that some funds otlght to be available for invesunents in child 
care Quality and supply, We propose setting aside a portion of child care funds for the following: 
resource and referral programs~ grants or loans to assist in meeting State and local standards; 
monitoring of compliance with licensing and regulatory requirementr; training and technical assistance 
to providers; and enhancements to compemation for providers:. We also propose to ensure that 
training and technical assistance are available to enable welfare recipIents to become Head Start and 
day care providers. These programs should be an important source of private sector jobs and of 
WORK program slots fO'r people moving off welfare. 

In general. States pay subsidies for child care equal to the cost of child care up to some maximum. 
This maximum should be set in a way that it reflects reasonable costs of care. It should also be the 
same across child eare programs and payment mechanisms. The current maximum payment for child 
care subsidized through the AFDC child care disregard was set at $115 per month in 1988. This 
level needs to be raised to: reflect current market conditions and defined in such a way that it can vary 
over time and pern.aps geographically. 

Program Coordination 

Finally, there is agreement that day care programs and funding streams should be designed in' ways 
that are easy to administer and appear "seamless· to parents. This can pe achieved both through 
program consolidation, when possible, and through coordination of rules, procedures and automated 
systems. Because it is not fiscally possible to consolidate day care programs on the discretionary 
side, and since it is probably' not politically possible to consolidate day care programs on tbe 
entitlement side, full'cotlS(}lidation seems unable to be achiev~, Nonetheless, futl coordination ougb~ 
to. be an important goal, 

23 




.. 


..GONfleEM'fItrt. DRAFT-For Discussion Only 
;0 

PROMOTING PARENTAL RESPONSIBILITY 

AND PREVENTING TEEN PREGNANCY 


The best way to end welfare dependency is to eliminate the need for welfare in the first place. High 
rates of fema1e~headed family formation anq the startling!y high poverty rates of those families lie 
behind our large and ~owing welfare wits. We are approaChing the point when one out of every three 
babies in America wUirhe born to an unwed mother. the majority of whom wiU receive welfare at some" 
point. Births to school~age unwed moth"ers ire an especially enduring tragedy. Too many children are 
not receiving financial support from-both their p·arents. This too contributes to rates of welfare receipt 
that are much higher than we would like. 

. 

Coru:ero over the dramatic increases in out-{}f~wedlock births has led some COmmentators to advocate 

largely punitive solutions. The most extreme of these would cut off wetfare for unwed mothers, a 

"cure" that might weH have disastrcius"effectS on the children of these mothers, increase the need for 
spending on foster care and orphanages, an~rnost tertainlBincrease the number of abortions. At the 
other end of the spectrum, some advocate massive spending on comprehensive social services for high-
risk youth, despite the limited evidence of its im!1act on teen pregnancy. 

In contrast to both these approaches, we believe that the best prevention strategy is one that focuses on 
parental responsibility and provides opportunities for exercisIng it, supplemented hy intreased family 
planI'!ing efforts and demonstrations of service: programs aimed at preventing teen pregnancy. We 
helieve that very clear and consistent messages about parenthood. and the ensuing responsihilities which 
will be enforced, hold the best chance of encouraging young people to think about the consequences of 
their actions and defer parenthood. A boy who sees his brother required to pay 11 percent of bis 
income in child support for 18 years may think twice about becoming a father. A girl who knows that 
young motherhood wiU not relieve her of obligations to live at home and to go to school may come to 
prefer other opportunities. 

TIie current welfare system sends very different messages, often letting fathers off the hook, and 
expecting little from mothers. We hope and expect that a reformed system that strongly reinforces the 
responsibilities of both parents will help prevent too~early parenthood: 

Along with responsibility, though, we must support opportunity. Telling young people to be 
responsible, without prO'viding them the mear:.~...exe!!:lse responsibility and the hope that playing,by 
the rules wi111ead to a better Hfe, is(§.ielly h~ Both our child suppo~ proposals and our 

-transitional assistance proposals are designed to offer upportunity to' work and prepare for work, built 
on the experience of effective programs. Unfortunately. the knowledge base for developing effective 
programs that prevent too-earIy parenthood by offering alternative hopeful futures is sadly-lacking. 
Our strategy, therefore emphasizes trying many approaches and learning about which stt"ategies are 

. most effective. 

Our approach has five components: 
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~ ~ \,\ 

, . I 
y..... v-...) \... 



.. • 

' €ONfIDENTf%' DRAFT-For Oiscussion Only 

The program of transitwnal assistance follQwed by work; that- was outlined earlier in this document 
focuses on the responsihilities of custodial parents. especially young parents, to work and prepare for 
work as a condition of receiving benefits. All young single parents seeking govemment assistance will 
be expected to prepare for and go to work. Like the child support provisions. the obligations inherent 
in the program send a cleat message about the consequences of parenthood, ensuring that welfare 
receipt does not release either parent from their responsibillties to work and support their children, 

Minor mothers. those under age Ia; have special needs and deserve special consideration. This is a 
relatively small part of the caseload at any point in time, but it is a disproportionate oontributor to long· 
term dependency, We have four proposals that affect minor· and school-age parents: 

• 	 Minor Mothers Live at Home. We propose requiring, that minor parent.') live in a household 
with a responsible adult, preferably a parent (with certain exceptions. such as when the minor 
parent is married or if there is a danger of abllse to the minor parent). Current AFDC rules 
permit mioor mothers to be "adult caretakers" of their own children. We believe that having a 
child does not ehange the fact that minor mothers need nurturing and supervision themselves. 
Under current law, States do have the option of requiring minor mothers to reside in their 
parents' household (with certain exceptions), but only five have included this in their S~ 
plans. This proposal would m~e that option a requirement for an States. 

• 	 Mentoring by Older Welfare Mothers. We propose to allow States to utilize oider welfare 

mothers to mentor at-rIsk school age parents as part of their community service assignment. 

This model oould be especially effective in reaching younger recipients because of the 

credibility! releVance and personal experience of older wclfare recipients who were, once teen 

mothers themselves. Training and experience might be offered to the most pmmising 

candidates for mentoring who are currently receiving welfare benefits. 


• 	 Tllfgming iigbQQI~a~ parents. We will ensure that every school~age parem or pregnant teenager 
who is on or applies for welfare enrolls in the JOBS program, finishes their education, and is 
put Oil a track to self-sufficiency. Every school~age parent (male or female. case head or not, 
or of any age) will be mandated to participate in JOBS from the moment the pregnancy or 
paternity is established. All JOBS rules pertaining to personal responsibility contracts. 
employability plans, and participation will apply to teen parents. We propose to require ease 
management and speclal services, including family planning counseling, fur theSe teens. 

• 	 State options for behaviQral incentives. We propose to give States the option to use monetary 
incentives combined with sanctions as inducements to remain in schoo! or GED class. ~l1tey 
may also use incentives and sanction.~ to encourage participation in appropriate parenting 
activities . 

. The requirement for minor mothers to live at home is estimated to save $195 million over five years. 
The oosts of the options are trivial. . 

Encouragements (or R<:sponslble Family Planning 
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Responsible parenting requires access to information and services designed to discourage early sexual 

behavior and to prevent pregliMCY, We propose the following: 


• 	 A' national campaign against teen nregnancy. We propose that the President lead, a national 
campaign against toon pregnancy. involving the media, community organizations, cburches and 
others in a ooncerted effort to change perceptions, The campaign would set national prevention 
goals and challenge the States to rome up with school or community ba.<;ed plans: to meet those 
goals. 	 • 

• 	 Increased funding for Jam!ly plannine services through Title X, Responsible family planning 

requires that family planning services be available for those who need them. A request for 

increased funding for Title X was included in the FY 1995 budget submission. 


ISS1JJ!: 	 FAMILY CAl'S 

The issue is whether States should be allowed or required to limit benefit increases when additional 
children are conceived by parents already on AFDe if the State ensures that parents have access to 
family planning services.. Non-welfare working families do not receive a pay raise when they hav,e an 
additional child. even though the tax deduction and the BITe may increase. However. families on 
welfare receive additional support because their AFDC benefits in<:rease automatically to include the 
needs of an additional chUd. 

Proponents of family ca~ argue that Oley would reinforce parental reSponsibility by keeping AFDC 
(but not food stamps) benefits constant when a'child is conceived while the parent is'on welfare. The 
message of responsibility would be further strengthened by permitting the family to earn more Qr 
receive more in child support without penalty as a substitute for the automatic AFDC benefit increase 
under current law. 

OpponentS of family caps argue that there is no evidence that they deter births, and Olat they deny 
benefits to needy children, They argue that the value of the benefit increase is similar to the value of 
the tax deductions and EITC increase for a working family that bas an additional child. (The tax • 
deduction and EITC increase for the second chUd is worth $1.241 at the $20,000 income level; the tax 
deduction is worth $686 at $60,000. AFDC benefits increase $684 per year for the seoond child in the 
median State; including food stamps increases benefits by $1,584.) " 

A State option poticy where States rep~esentin~f the effected caseload adopt a 'family cap 
, provision might save $290 million over five y~~ ~ 

Learning from Prevention Approaches that Engage Every Sector of the Society in Promoting 
R~ponsihility 

Solely changing the welfare system is insufficient as 1'1 prevention strategy, For the most part. the 
disturbing social trends that lead to welfare dependency are not caused by the welfare system but reflect 
a larger shift in societal mores and values. Teen pregnancy appears to be part of a more general 
pattern of high-risk: behavior among youth. r., , 
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The Administration is developing several initiatives that aim to improve the opportunities available to 
young people and to provide alternatives to high-risk behavior, The School~to-Work initiative. for 
exam[~le. will provide opportunities for young people to oombine school with work experience and on~ 
the--job training, as a way of easing the transition into the W{)ckplace. The crime bill foCuses additional 
resources on crime prevention, especially on youth in disadvantaged neighborhoods. Initiatives like 
these are aimed at raising aspitAtioflS and hope among young people who might otherwise become 
parents too earJy. 

In addition, we ought to direct some attention to specifically preventing teen pregnancy. The basic 
_	issue in designing a prevention approach is to balance the magnitude of the problem with the paucity of 
proven approaches (or dealing with it. Because the problem is &0 compelling, it is tempting to propose 

.,,,substantial increases in spending on services and approaches to deal with it. Unfortunately, although 
there are numerous anecdotal reports on effective programs, none of the rigorous evaluations of 
service--based attempts to prevent teen pregnancy has shown demonstratoo Stlcce.o;s. 

We believe that large scale spending on unproven approacbes would be irresponsible. Instead, 'we need 
a strategic approach that develops and funds some substantial demollstration program.'), and evaluates 
them for their potential to be more broadly effC(;tive. 

DemonstrationS. Early childbearing and other problem behaviors are interrelated and strongly 
intluenced by the general life-experience associated with poverty, Changing the circumstances in whi~h 
people live, and consequently how they view themselves, is needed to affect the decisions young people 
make in regard to their lives, To maximize effectiveness, interVentions should address a wide spectrum 
of areas including. among others, economic opportunity. safciy. health and education. Particular 
emphasis must be placed on the prevention of adolescent pregnancy. through measures which include 
sex education, abstinence education. Ufe skUls education and contraceptive services. Comprehensive 
communifY based interventions show, great promise, especially those efforts that combine education, 

We propose rompreh-eosive demonstration granlc;, that would try different approaches to changing the 
environment in which youth live and carefully evaluate their effects. These grants would be of 
sufficient size or "critical mass~ to significantly improve the day-to-day experiences, decisions and 
behaviors of youth. They would seek to change neighborhoods as well as directly support youth and 
families and would particularly focus on adolescent pregnancy prevention. While models exist for this 
type of comprehensive effort. few have been rigorously evaluated, We propose a systematic strategy to 
learn ftom variations in different types of approaches. All demonstrations will include a strong 
evaluation component. ' 

We propose spending $200 million over five years on these demonstrations, 

Supporting Tw~Parent Families 

The Reinventing Government section inc\udes provisions to end the current bia'\ in the welfare sYstem 
against two"Parefit families by: 1) eliminating the more stringent rules for two~parent families that exist 

.. in currenllaw; and 2) allowing States to provide benet1ts to tw0ilarent familieS continuously, instead of 
limiting provision of such benefits to 6'months. AJlowing two parent families to receive the same 
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benefits that single patents receive sbould encourage families to stay together, remove disincentives for 
parents to marry and send a strong message about the value of both parents, 

This benefit expansion is estimated to cost $800 million in 1999, and .$1.8 billion over five years, 
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APPEl\'DIX: ENDNOTF.$ TO TABLE I 

'fwo..Parent Ecitimates 

I. 	 The costs for eliminatIng the special eligibility requirements for two·patent families is based 
upon estimates from the food stamp quaJity control data file. These estimates were then 
adjusted for increased participation based on estimates from the MATIt model employed by 
Mathematica. Inc, 

Child SuppOrt EnrorcemMI EslimOles. 	 . 

1. 	 The estima~ for paternity establishment, enforcement. and computer costs are based upon our 
best guess of how cao will estimate the savings from these child support enforcement 
proyisions: . • , 

2. 	 The costs' for the non-<:ustodial parent provisi~ns are 10 percent of the lOBS and WORK 
program costs. 

3. 	 lbe estimate for the <:ost of the child support assurance demonstrations are based upon cao 
estimates of the RockefellerfDodd hill. 

Cnselood Numbers ond JOBS nnd WORK E,limales 

'The casetoad numbers and the JOBS and WORK cost estimates are based on the following policies, 
assumptions and sources of data: 

!. 	 Adult recipients (including teen custodial parents) born after 1969 are subject to the time limit 
beginning in October 1996 (FY 1997), The cost estimates assume about one third of the States 
will implement the policy a year earl}er than required, This follows State implementations 
under the Family Support Act. lOBS spending on other portions of the cascIo-ad would 
continue as per current law, 

2. 	 Caretaker relatives are not subject to the new rules and are not phased-in, 

3. 	 Parents who have a child undel' One (or undel.;),onths. if conceived after the i~itial welfare 
receipt). are caring fur a severely disabled ch\n(';ePQrt a work limitation or who are 60 years 
of age and older are deferred from participation in the JOBS and WORK programs, As of FY 
1999, about 25 percent of the phased-in caseload is deferred, 

4. 	 The caseload numbers include modest treatment effects as a result of the new rules. 

5, 	 CnS! per lOBS participant figures are tai<enfrom the FY 1993 JOBS data(adjusloo for inflation 
using the projected CPl). . . 

6. 	 The cost estimate assumes that all non-<l.cferred phased~in recipienl~ are engaged in activities. 
We assume that at a given point in time, 50 percent of the phased-in recipients are engaged in 
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activities which have cost. For recipients with extensions, it is ;.tSsumed that everyone IS 
participating in a JOBS activity which costs the program money. 

7. 	 The cost of developing and maintaining a WORK assignment is calculated using CWEP data 
from JOBS and from the welfare-to-work demonstrations of the 19805 (again. adjusted for 
inflation using the projected CPl). Approximately 25,000 and 120,000 WORK slots would be 
required in 1998 and 1999, respectively. 

8. The figures for JOBS participants and JOBS spending under current law are ~en from the 
ACf baseline in the FY 1995 bodget. • 

'. _. 
9. 	 The JOBS and WORK oost estimates do not consider the potenil~ impact of chUd support on 

the size of the case1oad. 

Teen Case Management !knd JOBS-Prep Cost Estimates 

1. 	 The case management cost estimate presumes "that at full implementation enhanced case 
management services would be provided to all teen patents under the age of 19 and on 
assjstance. The percentage of teen parents receiving comprehensive case management services 
is predicted to rise from 70 percent in FY 1996 to 80 percent in FY 1997. 90 percent in PYs 
1998 and 1999 and to 100 percent in FY 2004. . 

The cost per teen figure for enhanced case management is drawn from Teen Parent 
Demonstration data. There is no data avaltable on the current level of case management 
expenditures in the lOBS prognim. Consequently, the estimate employs. as a proxy for a JOBS 
case management cost pel' participant number, a figure calculated using data from the welfare­
to~work demonstrations of the 1980s (San Diego I and Baltimore Options). 

The additional cost of comprehensive case management for teens is the. difference between the 
cost of providing enhanced case management to teen parents under J9 and the cost of delivering 
standard case management to the same population. The difference is roughly $560 per 
participant per year, in 1993 dollars. 

2.- The JOBS-Prep cost estimate presumes that JOBS~Prep services will be provided to 20 per<;ent 
of those in the JOBS-Prep program. As State.,; .:;urrently serve only 16 percent hI the non~ 
exempt caseload in the lOBS program, it is plausible to suppose that States will not serve a 
significantly bigher percentage- of persons in the JOBS-Prep program. As we have virtually no 
idea -wh?t services States will provide during the JOBS-Prep program (candidates include 
parenting skills classes. life skills training, vocational rehabilitation and substance abuse 
treatment), arriving at a cost per participant figure for the program is challenging . 

. For purposes of the estimate. we assume that States will not provide services such as vocational ... 
rehabilitation in the J9BS-Prep program. JODS~Prep sel'Vices will consist primarily of case l • LJ ') 1 
management and referral to externaI service providers, Given that many of the persons in the \1"'- , 

JOBS-Prep program wut have some serious issues to contend with (although some, such as L... AA ~ • 

most mothers of children under one. will not) a fairty intensive level of caSe management "'i.. " ,yv- U 
would be required, 
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The cost per JOBS-Prep participant figure represents a level of case management more intensive 
than that in the current JOBS program but not as intensive as the level provided in the Teen 
Parent Demonstration. The number is arrived at by multiplying me Teen Parent Demonstration 
case management figure by .75, 

Child Care Estimates 

1. 	 These estimates reflect the child 'care cOStS associated with the above phase-in assumptions 
described under JOBS and WORK, 

2, 	 This estimate is based upOn baseline spending for the Head Start program and therefore does 
not account fur the additional children who will be served by Head Start when it expands. This 
follows conventional CBO scoring rules. 

3. 	 There is no sEiding scale fee for services included in this estimate. 

4. 	 We assume that approximately 40 percent of all AFDC families participating in JOBS and 
WORK will use paid child care, 

$, 	 We assume that Transitional Child care eligibles will have average utilization rates of 40' 
percent. 

6. 	 Our working poor estimate represents a phase-in of a capped entitlement to cover children 
whose families are below 130 percent of poverty but do not receive AFDC. By 1999, we will 
approach full implementation with S2 billion, in net funding, We .assume that there are approxi~ 
mately 8 million non-AFDC children below 130 percent of poverty. 40 percent of them wUl 
potentially need child care because of their parents' work status, and 40 percent of these 
families wit! use paid child care. 

No Additional Benefits for Additional Children 

L 	 This oost estimate is based upon an estimate by the Congressional Budget Office. The estimate 
assumes a State option policy where States representing 33 percent of the effected casetoad 
adopt a cap for benefits for new children, . 

2. 	 It is assumed that States would reduce Ole monthly bemifit by $63 for each child (after the first) 
botn while the mother was receiving AFDC, It is also a:.sumed that States would have little 
success identifying chiJdrell born on AFDC during previQus spells of welfare receipt. 
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THE TRANSITIONAL ASSISTANCE PROGRAM 


Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the 
current support system from one focussed on welfare to one focussed on work, opportunity, and 
responsibility. The Working Group proposal calls for repiacing the AFDC program with a new 
Transitional Assistance Program (TAP). The TAP program includes four key elements: fun 
participation, education and training. time-limits, and work. 

" 
• Fun Partidpation~-Everyone who wishes TAP cash support will be expected to do 

something to help themselves and their community, Everyone has something to 
contribute. Everyone has a responsibility to move towards work and independence. 

• Education and Training (the LEAP program)-TAP will be refocussed by expanding 
and improving the employment. education and training programs developed under the 
Family Support Act. The clear focus will be to help people make thel""p quickly from 
welfare to work and to place them in jobs where they can support themselves and their 
families, 

• Time Limits~~Persons: able to work will generally be limited to two years of cash 
assistancc. The goal is to place people in private jobs long before the two years is up, but 
two years will be the maximum period for the receipt of cash aid by"people able to work. 
In a limited number of cases extensions to complete an educational program wiil be 
granted. 

• Work (the WOI~K program)--Thosc persons who have still been unable to find work at 
the end of two years, will be required to work. As many people as possible will be placed 
in private sector positions. others will be placed with local non~profit community 
organizations, still others may work in public service positions. These are intended to be 
short term, last resort jobs, designed neither to displace existing workers nor to serve as 
substitutes for unsubsidized private sec:or employment 

Everyone who seeks welfare (AFDC).win immediately undergo an assessment. Based on this 
ass~smen1, most, persons will immedintely.'be placed in the, LEAP ptogram--ihe s{Jccesscir ',' 

, program to 'the JOBS program under the Family Support Act The LEAP program will be 
designed to help people make the leap from welfare to work and independence, A LEAP 
program will be developed by a LEAP worker and the client. In sorne cases the focus will be on 
immediate job placement in others, the LEAP program will help recipients gain access to 
education and training programs they need in order to find an appropriate job. Education and 
training services will be coordinated with and often provided through mainstream state and federal 
programs open to both welfare and non~weJfare recipients. Recipients who fail to comply with 
their LEAP program will be sanctioned. 

Most recipients are expected to find work through the LEAl) program. LEAP program benefits 
will normally be limited to two years. After that time, those persons still on welfare would be 
required to enter the WORK program. Those in the WORK program would be required to work 



in order to get income support. The exact nature of the WORK program depends on decisions 
presented in this document- But the goal is quite clear. Person still needing aid after two years 
would be placed in jobs where the income they will be paid for the work they do. The work 
should bring benefits to the community and dignity to t~e worker. Hut they will not be designed 
to become long-tenn subsidized jobs. Various incentives will be used to encourage people to take 
unsubsidized private jobs as soon as they can find them. 

A limited number of persons will be put into a Pre-LEAP program. This program is designed for 
,~. 	 persons who are not currently in a position to work. At a minimum tbe Pre~LEAP program 

would include Persons who have a disability which limits work, those who are required at home to 
care for a severely disabled child or relative. and persons of advanced age, it might also include 
mothers with very young children, While persons are in Pre-LEAP status, time~limits would not 
be imposed. But those in the Pre~LEAP program would not be excused from obligations or 
expectations. 'Rather they would be expected to engage in a broader set of activities than those in 
the LEAP program. Everyone getting aid win have responsibilities and opportunities, 

Though the ultimate mix ofpeoplc in various parts ofTAP depends on policy decisions .. But as a 
starting point, consider what would happen to the projected AFDC caselo.d in 1999 with. fully 
phased in program in steady state. We do not anticipate that any program could be fuiiy phased in 
that quickly, but 1999 provides a helpful haseline. 

PROJECTED STEADY STATE CASELOADS-WITH FULL 
IMPLEMENTATION 

]'(ojectcd 1999 Adult Cases Without Reform 

Off Welfare with Refonn (health reform, 
EITC, child care, LEAP, WORK, etc.) 

TAP Partidpanls . 

. Working While on Welfare: 

LEAP participants 

WORK participants 

Prc-LEAP--disability/age limits work 

Pre-LEAP--,everely disabled child 

Pre-LEAP--caring for child under I year 

4.7 million 

·1.2 million 

3.5 million 

0.7 million 

0.9 million 

0.7 million 

0,5 million 

0.2 million 

0.5 million 
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The category working while on welfare assumes that persons who are working at least part-time 
while on welfare meet participation requirement and do not face time limits. The implications and 
alternatives to this policy are discussed below. 

The major cost elements of the program involve the LEAP and Pre~LEAP program and the 
WORK program. The gross cost of the program (not counting savings) are shown below: • 


Gross and Net c.sis .rTAP in Steady Siat. ­ 1995 Doll.". 

LEAP and Pre-LEAP training/education 

Child Care for LEAPlPre-LEAP participants 

WORK program job development 

WORK program child car. 

Total Gross Cost 

AFDC, Food Stamps, and Medicaid Savings 
. directly attributable to TAP program 

Total Net C.st 

SX.x billion 

$x.x billion 

$x.x biilion 

$x.x billion 

$x.x billion 

w$x.x billion 

$x.x billion 

Six key questions need to be addressed in designing the TAP program 

• 	 Part-time work~~How should people woo work part time be treated in the TAP program? 
~n partiCular, sbould part~tinie'workers face additional participation and work . 
requirements and 'be subjc(..i to time~limits?' "" - . 

• 	 Pre-l,EAP rules--Who should be put into the Pre-LEAP program because they are not 
able to work or needed at home? What caps should be put on the number of persons in 
the Pre-LEAP program? 

~ 	 ~ 

• 	 LEAP Extensions--Who should be granted extensions under the LEAP program? What 
limits, if any, should be put on the number of extensions aUowed? 
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• 	 WORK Program Design~-Should slates be required to create jobs paying wages winch 
are provided to those in the WORK program? Would states be allowed to use CVlEP 
jobs for aU or part of the WORK placements? 

-. 	WORK Program Limits--Should limits be placed on the duration of WORK jobs, on 
receipt of the EITC, on child care for WORK participants etc.? . 

• Phase-In--How quickly should'the reforms be phased in and how should it be phased in? 

Part·Time Work 
Ifsomeone is working part-time at a minimum wage job, they will still be eligible for AFDe 

benefits in many states. What e.xpectations should we have for such people? 

One possibility is to anow part-lime workers (20 hours per week) to continue to collect benefits if 
they still qualify for them, and that the two~yeat clock would flot run during such periods. If the 
person had exhausted their two-year limit. part-tIme unsubsidized private work would count as 
meeting the work obligation. T~e other alternative is to let the clock run except in circumstanCes 
when the person was working at least 30,35, or 40 hours per week. 

Allowing part~time work to count as meeting the training and work obligation has several 
advantages. First. it may be the most realistic standard for single parents, especially those with 
young children. All working parents face significant burdens in dealing with school scheduies, 
child care, sick children, doctor visits, and the like. Though the vast majority of married mothers 
work. only about 1/3 work full-time all year, and they have help from the second spouse. Many 
single parents may find it impossible to work more than 2/3s of married mothers do. Part~timc 

work would actually be a dramatic change from current situation where only SfO/{I (?)of adult 
recipients work at all. 

Second, part-time work may serve as a stepping stone to both full-time work and to better paying 
jobs. Given that so few mothers now work while on welfare, it is a natura! starting point for ~he 
more disadvantaged women. It may be counterproductive in the long run to pull people out of 
part-time private sector wo'rk to put tltem into fUll-time WORK slots. Employers typically have a 
strong preference for work experience in unsu~sidized private jobs. And som~ of the parents 
working part-time couid conceivably spend other time getting further education and training in the 
mainstream training sector, Part-time workers could attend training schools or colleges on a part~ 
time basis, 

Finally the cost of mandating full-time work could be very high. Full-time child care for young 
children would be great. After school care would have to be provided for many other children. 
Perhaps most importantly. ifone required full~time work and guaranteed jobs at the end of two 
years. one would be in the position of pulling parents out of uns~bsidized private jobs to place 
them in a community work program. This would significantly increase the number ofWORK 
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: slots needed and the cost of providing a full-time work siot and full~time child care will be 
significant. 

Those who think part-time workers should be subject to time~limits and work requirements worry 
that the AFDC program may become a work supplementation program. Some persons might 
remain on AFDC for many years while working parHime. If the ultimate goal IS to move people 
completely-offof-welfare. allowing and even encouraging people to mix work: and welfare is .~ 
sending a mixed message. Many parents outside of welfare feel they must work full time in 

" 	 support oftneir family, Should part-time work be enough indefinitely? One allemalive would be 
to allow part~time work to count for some period, but to eventually require full·time work. Note 
that regardless of what policy is chosen. fulHime workers win always be better off than parHime 
workers. 

Program and Cost Implications: 

Allowing Part-Time Work Limiting Part~TimQ Work 
LEAP Participants .9 million 1.1 million 
WORK Participants ,7 million L2 million 
Net LEAPIWORK costs $x,x billion $x.x billion 

Pre-LEAP Rilles 
Any policy where work is required and tjme~limjts:imposed must take account ofdIfferences in 
the ability to work. People who are permanently disabled and thus are unable to work for at least 
one year are supposed to be covered under the Supplemental Security Income (8SI) Program, 
But some disabilities and most illnesses, even severe ones, last less than a year. Many other 
people suffer partial disabilities that limit their ability to work. Sometimes a parent is needed to 
care for a severely disabled child. And there are a variety ofcases which some have labelled the 
"walking wounded"--people who have such trouble coping with even day-to·day challenges of 
parenting and surviva1 in an often highly stressful environment. 

One solution would be to simply defer a significant number ofpersons. from participation 
requirements. But having large numbers ofcomplete deferrals can interfere with the goal of 
changing the culture of welfare offices and expecting everyone to do something, And deferrals 
are not necessarily beneficial to those who receive them. States and localities may send the signal 
Ihat those who are deferred should not be subject to high expectations, Advocates for persons' 
with disabilities often complain that current programs send both explicit and subtle messages that 
persons with disabilities cannot and should not work, and thus cannot reaUy Contribute to 
themselves or their comm21nitics. Still, for many, immediate work or training may not be 
appropriate, 

f, 
One very intriguing formulation has been proposed by the American Public Welfare Association, 
They suggested creation of a ffPre~JOBS" program where everyone would be expected to do 
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so~ething to c6nt~ibute to themselves and their conlln,unity, but until they rcached a certain stage, 
expectations would be different fr<;lm those facing people in the timcwlirnited training and cash aid 
program. We have adopted this formulation'with our Pre~LEAP program. 

The nomenclature ofPre~LEAP is appealing for it indicates that the expectation is that eventually 
most people in the group will be able to join the regular LEAP program. But who should be 
placed in a Pre-LEAP status? Virtually everyone seems to agree that persons of advanced age 
(ovcr 60), with severe disabilities themselves, or who are caring for a severely disabled child 
,should be deferred. But the question of how far along the .continuum of disability the line should 
be drawn is difficult 

A somewhat different set ofproblems is posed by the mothers of very young children, Should all 
mothers with (healthy) children be expected to work? The Family Support Act exempted mothers' 
with children under the age of3 from mandatory education, training or work expectations, States 
had the option of requiring participation of mothers Vrith children over the age of 1 if they chose 
10 do so, X states have elected this stricter option, The arguments for and against participation 
by mothers ofvery young children are straightforward to describe. but the issues pose deep 
philosophical and financial questions, 

There s.imply is not sufficient social and behavioral science evidence to detennine definitively 
whether and when it is appropriate to require a parent to participate in a work or training activity. 
Some developmental psycho'ogists believe strongly that a parent should stay home and nurture 
the child ifpossible during these years. Yet well over half of the mothers with children under 
three now ~ork at least pal1~time. Many ofthose seeking to move women from welfare to work 
argue that 3 years is too long to wait before exposing people to participation expectations, The 
most recent evidence regarding work by mothers docs not show clear harm or benefit to children 
of mothers working outside the home. There is, however, a strong hint in existing studies that 
children of working mothers who feel positively about work do better than c-hildren of mothers 
who are unhappy working and who feel forced into an unpleasant job by economic necessity. it is 
clear that when a mother goes to work for the first tir:1c, it is initially stressful for the family. But 
work can bring 

Using existing survey data, Working Group staff have created the following table which illustrates 
the implications of different Pre-LEAP policies on the fraction of the existing caseload which 
would be in var,ious elements of the TAP program, 

• 
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NUMBER OF PERSONS IN VARIOUS TAP ELEMEI'iTS AND 

NET COST UNDER VARIOUS PRE-LEAP OPTIONS 


, OQtionA lli1tion B Q~!iQn C QilliQ!lJ2 
r r 

Pre·LEAP 03 million 0,7 million 1.2 million x.x million 

% ofprojected 9"10 20"10 33% Y)oClu 

TAP casdoad 

LEAP ,y million .y million .9 million .y million 

WORK :y million .y million .7 million .y million 

Net Cost $1.:1 billion I $x.x billion $x.x billion .$x.x billion 

Option A: Case head is 60 years or over, case head has severe disability, or child with severe 
disability 

Option S: Case head is 60 years or over, case head has disability which limits work, or child with 
severe disability 

Option C: Option B, plus cases with «hild under 1 year in the household or woman in the final 
trimester of pregnancy 

Option D: Option B. plus cases with child under 3 years in the household or woman in the final 
trimester of pregnancy 

In evaluating these percentages, recall they are off ofa much smaller base than the current AFDe 
program since other elements should remove a quarter ofthe caseload or more The remaining 
participants are more likely to be disabled, Option C for example is only 25% ofthe projected 
AFDC caseload without reform. 

Determining who shQuld go into LEAP and who enters Pre~LEAP creates difficult administrative 
and oversight issues. It is extremely difficult to define tightly exactly wbich are cases where 
someone can and cannot work. Highly detailed federal guidelines can lead preoisely to the kind of 
preoccupation with paper and process rather than a focus on moving people forward that so often 
seems at the hear:t of the current welfare failures. And there arc inevitahly cases that just don't 
seem to fit in one categ.ory or another, Working Group staff recommend that the Federal 
government set a percentage of the caseload which can be placed in Pre-LEAP, provide guidance 
as 10 who should be placed in the program, but then to allow states considerable latitude in 
determining which partiCular cases will be selected. 
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Extensions 
A related, but conceptuaUy distinct question is that of extensions. Two-years is not enough time 
to complete some educational programs_ In some cases, persons may be so educationally 
disadvantaged that they are unable to even complete high school or gain a GBO within two years. 
In other cases., persons seeking post secondary education including a four year college degree 
would need more than two years to compleie their education. Some programs such as the school­
to-work p~?gram Involve bpth a period to finish bigJ:I school and an additiona.1 )'car oftrai~ing. _" .. 

.T~~re seems little disagreement that persons who are making satisfactory progress toward the "" 
completion of their OED or high school degree should be granted extensions. Simitarly, persons 

-in School-t<rWork or similar programs should be encouraged to continue their education. There 
-. are others wbo may need more time to get adequate schooling. Persons with language difficulties 

miy need to learn English before they can complete a GED or get additional ,training. 

The controversial question is whether persons should be able to receive full welfare benefits while 

they go on to complete a four year college degree. Those who favor such a proposal emphasize . 

that the only way to a realty secure future off of welfare is an excellent education. Pushing people 

into Jower paying jobs which do not offer high enough payor upward mobility may be counter - . 

productive. Those who oppose extensions to complete a 4 ycar college note that on1y l/4 of each 

cohort ofgraduates from aU incomes and backgrounds receive a 4 year degree) and among 

welfare recipients the fraction is much lower. They wonder whether it is fair to use welfare 

benefits. to help s.upport persons woo are getting college degrees when the vast majority of 

persons paying for that support will never get such a degree. There is also a concern that single, 

'parents would actually have greater access to economic support for higher education than persons 

who did not become single parents. A partial resolution to this dilemma may emerge is part-time 

work fulfills the work obligation. In those circumstances, persons working part time and 

schooling part time would.continue to be eligible for some support in most states. 


The same administrative questions that arise with deferment policy occur here as well. Writing 

complicated federcl rules regarding who can be deferred and when is likely to lead to a nightmare 

ofaudits and litigation. Working group staff recommend that just as witH deferments, states be 

given a limited number of extensions with broad guidelines as to how they can be used, but that 

states are responsible for determining the best way to use them. But wbat number ofextensions 

makes sense? 
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THE,TRANSITIONAL ASSISTANCE PROGRAM 

Perhaps the most critical and difficult goal ofwelfare reform is to reshape the very mission of the 
current support system from one focussed on welfare to one focussed on work, opportunity. and 
responsibility. The Working Gro~posal calls for replacing the AFDC program. with a new 
Transitional Assistance Program ~ The TAP program includes four key elements: full 
participation, education and training, time-limits, and work 

,-JO­

~'rt:~' 
'J~'" 

• Full Participation~~Everyone who wishes ,TAP cash support will be expected to do 
something to help themselves and their community. Everyone has somethi,ng to 
contribute. Everyone has a responsibility to move toward work and independence, 

• 	 Training, Education, and Placement (the JOBS prcgram)--T AP will be refocussed by 
expanding and improving JOBS,A,rogram which provides the training, education, and 
placement services as developed under the Family SuppOrt Act The JOBS proSffim will 
probably have to be renamed (to avoid confusion with the WORK program), but the basic lYe 
program will be quite similar The clear focus of public assistance will be to help people t"-' ';i~~ 
move quickly from welfare to work and to place them in jobs wbere they can support ,}. t.:J 
themselves and their families. Every aspect of the program will emphasize private 
placements and work. The services win focus on using existing JTPA, educational 
opportunities, and other mainstream training programs as much as possible. 

~' ? 	 ' • 	 Time Limits~~Persons able to work will e~ be Iimite~ to two years of cash 
assistance. The goal is to place people in private jobs long before the two years is up, but 
two years will be the maximum period for the receipt ofcash aid by people able to work. 
In a'limited number ofcases extensions to complete an educational program will be 
granted. The time limit is a lifetime limit, though recipients could earn back some 
additionai time for time they are offwelfare. 

c 	 ~.""'f}i·k (the WORK prograru)--TlJ,ose persons who have still been unable to find work at 
the end of two years, "ill he required to work, As many people as possible will be placed 
in private sector positions, olhers will be placed with local nonprofit conununity ..' 
.o.rganiiatl0ns. stiJl:{)thers.may wort in public service positions. These ar~ intended to &e 
~hort term, last resort jobs.'4esigned fletther to displace existing workers nor to s'erve as 
substitutes for unsubsidized private sector employment. 

Everyone who seeks welfare (AFDC) will immediately undergo an aSsessment. Based on this 
assessment. most persons wHl inunediatcly be placed in the JOBS program or,fts successor. 

-, JOBS program will b(\l A strategy will be developed by a JOBS worker and t~e client designed to 
~move from welfare to work and independence. In some cases the focus wilt be on 
,{m'.,{~diaie jcl;pIaccment, and~swill havethe(ritiofllofrequinng immediate job; search for all 

persons. Where needed, the J(JBS program will het~ipients gain access to education and 
training programs they need in order to find an appropriate job. Education and training services 
will be coordinated with and often provided through ma~nstream state and federat programs open 

I 
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to both welfare and non-welfare recipients. Recipients who fail to comply with their JOBS 
program win be san:;:tioned. 

Most recipients are exp~ted to find work through the JOBS program. JOBS program benefits 
will nonnaUy be limited to two years. After that time, those persons still on welfare would be 
required to enter the WORK program. Those in the WORK program would be required to work 
in orner to get income support. The exact nature ofthe WORK program depends on decisions 
presented in this document. But the goal is qui~eaf, Person still needing aid after two years 
would be placed in jobs where the income the~! be paid for the work· they do. The work 
should bring benefits to the community and dignity to the worker, But they will not be designed 
to become iong~term subsidized jobs. Various incentives will be used to encourage people to take 
unsubsidized private jobs as soon as they can find them, 

A Ilmited.number of persons wiil be put into a JOBS.Prep program, This program is designed for 
persons who are not currently in a position to work. At a f!linimum the JOBS~Prep program 
would include persons who have a disability which limits work. those who are required at home to 
care for a severely dis',lbled child Or' relative, and persons of advanced age. It might also include 
mothers with very.ybtntchildren. While persons are in JOBS~Prep status, time-limits would not 
be imposed. But those in the JOBS*Prep program would not be excused from obligations or 
expectations. Ratber they would be expected to engage in a broader sel of activities than those in 
the JOBS program, Everyone getting aid win have responsibilities and opponunities. 

Six key questions need to be addressed in designing thel!3program 

• 	 Focus and Phase-In ~-How quickly should the reforms be phased ill and who should be 
targeted initially? . 

• 	 Part-time workw-How should people who work part time be treated in the TAP program? 
In particular, should part-time workers face additIonal participation and work 
requirements and be subject to time-limits? 

• 	 'JOBS-Prep .rules-Who should be put into the JOBS.~Prep program because they are:not 
able to' wor~ Qr needed at home? What caps sh~uJd be put ,on the nUfl}bef' Of persons, in 
the JOBS.Prep program? , . , 

• 	 JOBS Extensions-Who should be granted extensions under the JOBS program? What 

limits:., if any, should be put on the number of extensions allowed? 


• 	 Work for Wages Vtrsus Work for \\-'elfare--..Should states be required to create jobs 

paying wages which are provided to those in the WORK program? Would states be 

allowed to use CWEP jobs for all or part of the WORK placements? 
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• 	 Tbe Hours of Work Required of WORK participllnt5~~How many hours should 
WORK participants be required to provide? Should states be allowed or required to 
supplement WORK earnings in a work for wages program? 

• 	 Discouraging extended WORK participation-What can be done to keep the duration 
of WORK participation short and to move people into unsubsidizcd work? '"Should the 
ElTe be denied to work program participants? Should any particular WORK placement 
be limited to 12 months? Should the total tlme people are allowed in the WORK program 
be limited? 

Focus and Phase-in ,// 

The ultimate mix ofpeople in varlo~s'parts ofTAP depends on policy decisions. But as a starting 


, point. consider what wou1d happ<;n'if we chose undertake the extremely ambitious task of 

beginning TAP full scale i~oliel- 1996 (most states l>IiIilequire 2 years to pass implementing 

legislation and get the program up and running) and requiring everyone now on welfare and all 

those who apply subsequently to meet the new requirements. Then by October 1996, everyone 

currently on welfare and everyone entering who is able to work will get 24 additional months of 

welfare. The table below shows what the caseloads might look like under one set of poliCies. 

Note that making different choices about part-time work. JOB.S-Prep and extension policy, and 

the nature ofthe WORK program will affect these estimates. 'Note also that the figures for 2004 

assume the pas...~ge and full-implementation of health reform. Ea(tier years assume the current 

system, Without health reform,' JOBS and WORK figures would be significantly larger, 
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PROJECTED CASELOADS UNDER PROGRAM FOR 
OCTOBER 1996 IMPLEMENTATION FOR ALL PERSONS 
1"""O'4~ . -

.. FY 1997 FY 1999 IT 2004 

Projeeted Adult Cases Without Reform 
-

4.5 million 4.7 million 5.1 million 

On'Welfare with Reform . 
(health reform after 1999, EITC, child 

care, JOBS. WORK, etc.) 
.1 million .5 million 1,2 million 

TAP Participants ~ 4.4 million 4.2 million 3.8 million 

Working While on Welfare 3 million .4 million .6 million 
. 

JOBS participants 3.1 million 2.1 mitlion 1,2 mi1lion 

WORK'participants 
, 

OmiUion 
, 

.6 million,, 1.0 million 

JOBS-Prep--di,ability A million A million .4 million 

JOllS-Prep--severely disabled child J million , .3 million .3 million 

JOBS-Prep--caring for child onder J A million .4 million .4 million 

The table illustrates the dynamics of the program over time with immediate implementation. In 
1997, the first year of impie:nentation, everyone who is not working or in JOBS-Prep is in the 
JOBS program, since no one will have hit the two year time limit. By 1999, there are fewer 
peoplejn the JOBS program 'and more iQ the WORK program as some people ha,!e hit the limit. 

:Notetl)atmost.people on'welfaie in 1997 Will not hit the limiiinI999.·· Many leavewelfare and 
never hit the limit, Others cycle on,a,nd off welfare and accumulate 24 months 'of receipt' over a 4 . 
or 5 year period, In addition, as a result of the program and other reforms (health refonn. the 
expanded E1TC, child care for the working poor) people leave welfare who would otherwise have 
been on it and more people choose to work while On welfare. This leaves fewer people to be 
served in the JOBSIWORK program Note tha, by 2004, of the projected 5.2 million people . 
expected to be on welfare in the a'bscence ofrefonn. 3 million are now off welfare. or working 
while on welfare, or in the WORK program, 

The current JOBS program serves roughly 600.000 persons monthly,. The immediate phase in 

scenario implies that over 3 million people annually (and probably half that number in any given 
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month) wou1d have to be served by 1997 in the JOBS program, Moreover, states would have to 
be gcaring up for a work program that would approach the size of CET A in the year 2000. It is 
unimaginable that states could move this quickly, even ifresourccs were plentiful, such a massive 
and immediate expansion almost guarantees that the JOBS program will be poorly·administered 
with limited real content in many states, There is much greater threat oftffi~cemenywilh such a 
rapid build up_ Facing the need to serve millions ofnew JOBS c1ients arld..tb.aprostrect of 
substantial job creation, states are Jikely to do the minimum they can in the JOBS program. The 
JOBS program, which is essential to moving people from welfare to work and to transforming the 
culture of welfare offices will not get the attention that is'cntical to this reform. 

The final concern is cost. The table below illustrates the cost of the program'(in"1995 dollars) for I . 
the first 5 years, and for 2004, In reading the table note that the first column is a 5 year number ,I ("" 
(with implementation in October 1996) and the second column is a 1year numbeL 

I 

Gross and Net Costs of TAP Under October 1996 Implementation f.or AU 
Penons-Combined State and Federal Costs 

Cost Element 1995-1999 2004 

JOBS training/educ.tion $".< billion $KxhiUion 

WORK program job development - $x,x billion $<,x billion 

JOBSIWORK program child care $x.x billion $x,x. billion 

Total Gross Cost $xx.x billion $.1•.1 billion 

AFDC. Food Stamps. and Medicaid Savings 
directly attributable to TAP program 

-$x,x billion ~$x.x billion 

Total Net Cost 
- . " 

$xx.x billion Sx.x billion 

-

It seems essential to phase in more s10wly by than this. A slower approach also has the 
considerable advantage that one can learn and adjust as the program grows, There are a number 
of ways one could select a group to start with. The House Republican bill starts with applicants rJO 
(both new and returning), This strategy h ..>the obvious appeal of changing the rules initially for rvd'f> 
people who enter welfare rather than those who came on with different expectations. But it raises 1:. 'rf/J}!JI 

serious equity concerns, A person who had children young and who has been on welfare for bof "" 
many years would face no time limit initiaUy. Meanwhile another pCfson of the same age and -!U') 
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same number ofchildren who was married or WOrked}o.~t{l~weJfare, who suddenly needs 

support would be subject to time limits, Having r&"pplica,ts face time limits also creates very 

perverse incentives to stay all welfare. Most whhJeave·welfare do return at some stage, so many 

may be inclined to stay on welfare to avoid leaving and coming back under a new set ofmles. 

One might try focussing only on new applicants, but since there is little reliable data on past 

welfare receipt, such a plan creates a virtually impossible verification problem ifpeople say they've 

been on welfare before. 


One might also phase in by state, but that simply means this sort of massive expansion in JOBS , 

services and WORK win have to be 

, 
done at the state scale. The costs to the Federal Government 


might be lower, but the administrative struggles, the job creation, -the displacement, and other 

problems will be just as great in states that must implement the program, 


t...,;i1)A particularly attractive alternative is to focus onltyoung people-such as those under 25 in I 
(.. 11111995. It is the younger generation of <::ctua] and potential welfare recipients that are the source of I 
-Of! >1greatest concern, but also the group where there probably is the greatest hope of making a ; 
~t~a~ t,)profound difference, These are also the people likely to have the longest stays on welfare. in part (I 

because they are just beginning their stays, And one can then devote the eneft,l)' and resources to f(..,{·' 
trying to "rescue" the next generation, rather than spreading efforts so thin that little real help is' (./1,;,..j.... 
provided, 

One strategy would be to put all persons born afier 1970 (under 25 in 1995) under Ihe 
transfonned transitional support system, All persons of the same age and circumstance would 
face the same rules regardless of when the started welfare. Such a system automatkally phases in 
since the fraction of those on welfare who were born after 1970 increases with time. In 1995 
such a plan includes everyone on wdfare who is under 25. Ten years later, it includes everyone 
who is under 35. For this cohort and aU who foHow, the welfare system is transfonned. Ifwe 
successfully implement the program for the younger generation, we can then move onto older 
recipients. Note that such a plan would not contemplate removing any existing education and 
training services from older recipients. They would still be eligible f~; JOBS services, But the 
new resources would be focussed on young people. 

. : ...The-.number of persons se~ed und~ such 8. Strategy is as follows:" . . . .,..' . . . , '. . 
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PROJECTED CASELOADS UNDER PROGRAM FOR 

OCTOBER 19961MPLEME:NTATION FOR PERSONS BORN AFTER 1970 , 

, 

FY 1997 FY 1999 FY2004 
, . 

Projected Adult Cases With r...nl 
--u,,~e 1970 Without R.form 

1.25 million 
, 

1.69 million 2.17 million 

Off Welfare with Reform 
(health refO,!"after 1999. EITC. child .00 million 

care, JOBS, WORK, etc.) 
.16 million .66 million 

TAP Participants 1.25 million 1.54 million 2.11 million 

Working While on Welfare .10 million .13 million .31 million 

JOBS participants 

WORK participants 

.86 million .94 million .76 million 

.57 million.00 million 

. 
.II minion 

. JOBS·Prep •. disahility .10 million .12 million .18 million 
•

JOBS.Prep--severely disabled child • .OS million•· .06 million ',08mmion 

JOBS·Prep--caring for child under 1 .15 million .18 million .20 million 

Th~ projected caseload numbers without reform grow rapidly because a larger and larger portion 
. of the •••eload will have been born after 1970. In 199,(, roughly,30"1o of the projected ••seload is 

_. ", in this group,- By'2004, -more than halfare included. . .....'. . . .... 
, 

The projected costs of focusing on this target group are as fO.llows: 

.. 
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Gross and Net Costs of TAP Under October 1996 Implementation for Persons 
Born After 1970-Cumb,ned State and Federal Cost, 

eo,l Element 1995-1999 . 2004 

JOBS training/education $xx.x billion. 
$x.x billion 

$x.x bilJion 

$x.x bilJionWORK program job development 
. 

JOBSIWORK program child care $x.x billion $x.x billion 

TOlal Gross Cost $11.:1 billion $••• billion 

AFDe, Food Stamps, and Medicaid Savings 
directly attributable to TAP program 

-Sx.x billion -$x.x billion 

Total Net Cost $;u.x "biUion $X.1 billion 

A decision to focus on young peopie initially in no way precludes adding ail or part oftbe rest of 

the population to the program at any time. States could be given the option ofdoing so. lfin 4 

or 5 years time. the program is working well and it is feasible to. expand capacity we can do SO at 

that time. 


Of Course other types of phase-inltargeting strategies could be used, One could focus on people 
who are younger and get smaller numbers. Or one could start with 11 group that included 
somewhat older persons (perhaps all those born after 1965), or add new applicant>.!!> this ta~ r?::w-'~ 
group and get larger estimates. Still in the opinion ofth~oup stall'and c~!!is 
seems the appropriate magnitude if the goal is to fundamentiilly clianjfethesys;em 'and help 
people help themselves. 

'. JOBS-Prep Rnles. . - , 
Any policy where work is required and time-limits imposed must take account of differences in 
the ability to work. People who are permanently disabled "and thus are unable to work for at least 
one year are supposed, to be covered under the Supplemental Security Income (SSI) Program. I 

But some disabilities and most illnesses, even severe ones, last less than a year. Many other 

people suffer partial disabilities that limit their ability to work. Sometimes a parent is needed to 

care roca.severely disabled child. And there are a variety of cases which some have labelled the 


....-'" ' , ,twa\king wound:gy~-people who have such trouble coping with even day-ta-day challenges of 

parenting and survival in an often highlv stressful environment. 
- \. ­
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One solution would be to simply defer a significant number of persons from participation 
requirements. But having large numbers of complete deferrals can interfere with the goal of 
changing the culture of welfare offices and expecting everyone to do something. 'And deferrals 
are not" necessarily beneficial to those who receive them. States and localities may send the signal 
that those who are deferred should not be subject to high expectations. Advocates for persons 
with disabilities often complain that current programs send both explicit and subtlelnessages that 
persons with disabilities cannot and should not work, and thus cannot really contribute to 
themselves or their communities. Still, for many, immediate work or training may not be 
appropriate. :' 

One very intriguing formulation has been proposed by the American Public Welfare Association. 
They suggested creation ofa "JOBS-Prep" program where everyone would be expected to do 
something to contribute to themselves and their community, but until they reached a certain stage, 
expectations would be different from thos~ing people in the time-limited training and cash aid 
program. We have adopted this fonnulation with our JOBS-Prep program. 

The nomenclature of JOBS-Prep is appealing for it indicates that the expectation is that eventually 
most people in the group will be a.ble to join the regular JOBS program. But who should be 
placed in a JOBS-Prep status? Virtually everyone seems to agree that persons of advanced age 
(over 60), with severe disabilities themselves, or who are caring for a severely disabled child 
should be deferred. But the question of how far along the continuum of disability the line should 
be drawn is difficult. . 

A somewhat different set of problems is posed by the mothers of very young children. Should all 
mothers with (healthy) children be expected to work? The Family Support Act exempted mothers 
with children under the age of3 from mandatory education, training or work expectations. States 
had the option of requiring participation ofn:tothers with children over the age of 1 if they chose 
to do so. X states have elected this stricter option. 

Obviously the more people who are put into a JOBS-P:-eiJ program and not immediately subject 
to a time limit, the fewer people will be in the JOBS and WORK programs. Working Group staff 
have indicated the following percentage of the current caseload would be in JOBS-Prep under . 

. different policies: . . 

Option A: Case head is 60 years or over, case head has severe disability, or child with severe I 

disability -- x% 

Option B: Case head is 60 years or over, case head has disability which limits work, or child with 

severe disability -- x% .. . 
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O'ption C: Option B, plus cases with child under 1 year in the household or woman in the final 
trimester of pregna~Ch,i!~f~n conceived while the mother is on welfare would quality 
the mother for onl, 4 m'on~ ofJOBS~Prep,-~x% 

"-.... . 

Option D: Option B, plus cases with child under 3 years in the household or woman. in the final 
trimester ofpregnancy, Children conceived while the mother is on welfare would qualify 
the mother for only 4 month, ofJOBS.Prep...x% 

Staff recommend selecting Option.C, and that option is the one used in baseline estimates. It is . 
easy to determine the age of youngest child. but difficull to determine exact rules regarding ~ . 
disability, illness, and the need to care for a relative. Rather than set up elaborate Federal rules for 
defining ability to work and then auditing perforrnance. Working Group staff recommend that the 
Federal govellJ.'l!..ent set a maximum percentage of the caseload which can be placed in JOB.s,Prep 
for reasons other than the age of the youngest child, while providing guidance as to who should 
be placed in the program. 

Extensions 
A related, but conceptually distinct question is that of extensions. Two-years is not enough time 
to complete some educational programs. In some cases, persons may be so educationally 
disadvantageq that they are unable to even complete high school or gain a GED within two years. 
In other cases, persons seeking post secondary education including a four year college degree 
would need more than two years to contplete their education. Some programs such as the school-; 
to-work program involve both a period to finish high school and an additional year of training. 

There seems little disagreement that persons who are making satisfactory progress toward the 
completion of their GED or high school degree should be granted extensions. Similarly, persons 
in ScilO01·to~Work or similar programs should be encouraged to continue their education. There 
are others who may need more time to get adequate schooling. Persons ..vi.th language difficulties 
may need to learn English befc~ they can complete a OED or gel additional training .. 

The controversial question is whether persons should be able to receive fuU welfare benefits while 
'they go on to complete a four Y"l'r <;ollege de!l'ee, Those Who favor such a propo>al emphasize . 
that th~ only way to a really secure future 6ff of welfare is an excellent education. Pushing-'people 
into lower paying jobs which do not offer high enough payor upward mobility may be counter· ' 
productive. Those Who oppose exten,ion, to complete a 4 year college note that only 114 ofeach 
cohort of graduates from aU incomes and backgrounds receive a 4 year degree, and among 
welfare recipients the fraction is much lower. They wonder whether it is fair to use welfare 
benefits to help support persons who are getting college degrees when the vast majority of 
persons paying for that support will-never get such a degree, There is also a concern that singie 
parents would actuaily have greater access to economic support for higher education than persons 
who did not become single parents. A partial resolution to this dilemma may emerge ifpart~time 
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work fulfills the work obligation. In those circumstances. persons working part time and 
schooling part time would contlnoe to be eligible for some support in most states. 

Just as in the previous case, staff recommend that a fixed percentage be selected as a cap on 
extensions, The current proposal aUows states to use extensions for persons completing their 
GED, completing a structured School~to~Work or similar learning program, person] needing to 

.. ' 	overcome a language barrier and other reasons, States could also use extensions for persons in 
college work study programs. Staffbclieve that a figure ofx% of the tqtal TAP caseload i \) 7<­
(roughly 25% ofthose who will exhaust their 2 YCi!r limit) will offer sufficent extensions in most 
cases, States could apply to the Secretary for additiQ!1al extensions as a state plan amendment if 
they can demonstrate their caseload is very different from that in the nation as a whole or if they 
have developed an alternative program which is structured in a way that additional extensions are 
required. 

- Work for Wages Versus Work for Welfare 
Unquestionably the hardest part of designing a time-limited welfare system is designing the work 
program after the time~Hmit is reached. Much of the energy is focused on making work pay, 
collecting child support, and creating a first rate education, training and placement program in 
order to keep the number of persons reaching the time~limit to a minimum. Before the end of the 
time·limit all persons will be required to engage in a period of intensive job search, Some will hit 
the time~[jmh nonetheless, and a work opportunity must be provided. 

The first and most visible choice in the WORK program involves work for wages versus work for 
welfare, In a work/or wages plan, welfare benefits end when the time·limit is reached. The state 
or locality is required to offer a work opportunity to the person. Hours and wages are set by the 
state or locality, Persons are paid in a paycheck for hours worked, If the person does not work, 
they do not get paid. In principle they go from being a "recipient" to a worker, In a workfqr 
welfare plan, the person continues to receive a welfare check, and is required to work at a 
designated community service job, Persons who fail to report for work or·who perfoml poorly 
can be sanctioned with reduced welfare benefits, 00 long as the state can establish their pc:=::­
Performance was not for a good cause. Persons remain recipients, but they have increased 
obligations. 

. There seems little disagreement within the administration on the strong appeal of a work for 
. wages m.odeL It provides a paycheck instead of a welfare check It is seen as providing a 

traditional work opportunity with the dignity and the responsibilities of an ordinary workplace, {' 
The major question to be resolved is not whether 10 encourage states both with some sort of 
financial incentives: and with technical assistance to adopt a work-for-wages modeL The question 
is whether to allow states to use a work-for~welfare m.odel ifthey choose. Thus the real issue is 
how ~uch flexibility to allow the states in deciding which model to adopt. .. 

- Those who argue for state tlexibllity on this Issue point to two major concerns: implementation 
and recipient protectioll. A work: program of this type for this population has never been 
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mounted in this country, and though the Working Group has worked hard to resolve as many 
issues as possible, some questions cannot be resolved without more experience. As discussed 
below, the Working Group recommends a very flexible work for wages program with 
considerable state and local flexibility over the use of funds to create work slots. Many of the 
details are quite consciously left to the local community which knows its own needs and . 
opportunities best. Communities will have to set up a whole new system for linking with the 
private sector, detennining how and how much organizations who employ the work program 
recipients will be paid, resolving Qisputes, d~Jennining how placements will be made, and 
monitoring perfonnance. There are also difficult questions involving worker protection. What 
happens ira worker is sick, or if their child i~ sick? What happens if the adult simply fails to show 
up for work repeatedly? What if the worker feels the workplace is dangerous or abusive? Issues 
such as these will be discussed below, but we' have iimited real experience for deciding the 
answers. 

By contrast, work for welfare has been triee. in various forms. Many states have experience with 
it. The payment structure is easy: participants get a welfare check. And dispute resolution 
involves the existing sanctioning and appeal process. States still have to find work sites, but 
monitoring and worker protections 'may be less of a problem since the check continues to be paid 
unless,the state decides to begin a sanctioning process. The burden ofperfonnance shifts at least 
partially to the state. 'Before the state can reduce the check it must establish that the persons 
inappropriately violated their obligations. Such a test would never be met if a child was sick or 
transportation broke down. Though few people like the existing work-for-welfare programs 
(usually called CWEP for Community Work Experience Program), it is a known entity. Both the 
Republican plan and the plan from the American Public Welfare Association called for CWEP 
after two years. Throughout most of the rest of the plan, we have sought to give states as much 
flexibility as possible is deciding how to implement the program. 

-
Those who urge against allowing state flexibility in this area regard the implementation questions 
as difficult, but surmountable, especially if the program initially focusses on younger recipients. 
They fear that if states are given the option of choosing CWEP, most wil! !~d that will undennine 
the goals and philosophy of this plan. States will be given enormous flexibility within the work 

. for wages m9del. And the number of work slots contemplated under the program ~argeted on 
young people grows, gradually, giving states' the time they need to design and implement new 
systems. Worse, work-for-welfare sends adverse messages to reCipients, prospective employers, 
and the public. CWEP slots are not perceived as "real jobs" by anyone. CWEP participants in 
one of the best run programs (in San Diego) reported that they thought the work requirement was 
fail, but they felt like they were working for free. There is little evidence that persons who go 
througtt.CWE~ subsequently fare better in-the workplace than people who were just on welfare. 

C~~ n~_wo~der)Employers will probably never see eWEP experience as serious work 
experience. No regular job pays its employees regardless of when and whether they show.up 
unless the employer can prove the person did not stay out for good cause. Placements are _ 
virtually never in the private sector, nor are they likely to be. Work-for-wages programs by 
contrast can target private sector employers. Perhaps most importantly, without the 
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responsibilities of regular v,:ork and the paycheck tied to perronnance, there will be far less dignity 
in WORK. 

Advocates for a work.for-wages policy would distinguish this Administration's plan from the 
Republican and serve to define and delineate the vision, A work-for~wages plan whereby persons 
are given transitional aid and training and then offered a job if they can't find one Qtltheir own 
contrasts sharply with a plan which calls for people to work off their welfare check after 2 years. 

~ -. 
Most ofthe,traaitional Democratic constituericies strongly favor work-for-wages:-Unions haye

,~ -' '::.. /

vociferously opposed eWEp·and !iiiveiitdicate,nhiii they will continue to do so. (They.re· 

dceply~concerned about a work~for-wages strategy as well, but there is room for negotiation in 

such a p!an.). Most advocates for the poor and women strongly favor work-for.wages, though 

they want some worker protections built in and favor wages above the minimum. 


Part-tim~rsus Full-time' Work Expectations -;., 

The TAP program focuses heavily on work. Persons cannot collect welfare benefits indefinitiely 

without working, But what level ofwork should be expected? Is part-time work sufficient Of 

should persons be expected to work full-time, 

Allowing part-time work to count as meeting the participation and work requirements bas several 
advantages. First, it may be the most realistic standard for single parents, especially those with 
young children. AU working parents face significant burdens in dealing with school schedules, 
child care, sick children, doctor visits. and the like. Though the vast majority of married mothers 
work, only about 1/3 work fi.dl~time aU year, and they have help from the second spouse, 
Currently only ~Io of adult recipients work in a given month, Getting people working even part 
time perhaps should be seen as a major accomplishment. 

Second. parl~tin1e work may serve as a stepping stone to both fun-time work and to hetter paying 
jobs. Given that so few n10thers now work while on welfare. it is a natural starting point for the 
more disadvantaged women. It may be counterproductive in the long run to putt people out of 
part~time private sector ',.·:ork to put them into full~time WORK. slots. Employers typically have a 
strong preference for work experience in unsubsidized private jobs. And some ofthe parents 
working part~time could conceivably spend other time getting further education and training in the 
mainstream training sector ..Part·time workers could attend' training s.chools or colleges on a pa11~ 
time basis. 

Finally the cost ofmandating ful1~time work could be very high, Fun~time child care for young' 
'children would be great. After school care would have to be provided for many other children. 
Perhaps most importantly, if one required full~time work and guaranteed jobs at the end of twO 
years, one could be in the position of pulling parents oul ofunsubsidized private jobs to place 
them in a community work program. Unless, stricter rules induced many part-time workers to 
leave welfare entirely for full-time work, this would significantly increase the number of WORK 
slots needed and the cost ofproyjding a full-time wnrk slot and fuU~tirne child care will be 
significant. 
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Note that fuU~time work would always be much financially rewarding than part-time work. Part~ 
time workers would stili generally stiU be poor even with their supplemental benefits. Note also 
that the current pledge that full~time worker should not be poor explicitly assumes very low wage 
workers win still get food stamps. . 

Those who think part~time worker should not be allowed indefinitely worry that th~ TAP program 
may become a work supplementation program. Some persons might remain on TAP for many 
years while working part-time. If the ultimate goal is to move people completely offofwc1fare, 
allo~ng people to mix work and welfare is sending a mixed message. Many parents outside of 
welfare feel they must work full time in support of their family. Some mothers who might work 
part-time and get supplemental welfare benefits,might choose to leave welfare altogether if they 
Were forced to work full~tjme. 

With these arguments as. background, two related decisioil&".must be made:, how will part~time 
work be treated for peopie working in unsubsidized private jobs while still getting svme 
Stlpplement.ty welfare benefits, and how many hou.. should be expected of those in the WORK 
program, 

Mixing Unsubsidi7.ed Wnrk With Welfare 
Consider first the situation facing someone who is working part-time at a minimum wage job, In 
most states, they would still be eligible for some supplemental AFDC benefits. Currently only 7% 
of the caseload has reponed earnings in any given month, There are indications that many more 
than that work at some point during the period when they receive AFDC Part of the reason so 
few work part-time is that currently there are few incentives to mix work and welfare. Benefits 
decline dollar for dollar and the administrative and reporting burden on the client and welfare 
worker when someone goes to work is considerable. But w1th the expanded EITe and other 
reinventing government assistance policies, there may be considerably m.ore incentive to work. 
And if the time-limit clock was stopped In months where a person was working pal1~time, there 
wotdd be even more incentive to work. 

One possibility would be to count part-time uns!1bsidized work as full participation and the clock 
stops during periods of work, Persons would be entitli;d to any supplemental caslrbenefits if they 
still qualify for them under welfare rules, Of course, such persons would receive significantly less 
cash aid than non-workers since benetits-are reduced for income net of work expenses. If the 
person had exhausted 'their two-year limit in JOBS prior to working part-tIme, 20 hour per week 
unsubsidized private work would count as meeting the WORK obligation. This policy implicitly 
sets the minimum work expectation at 20 hours_ People working 20 hours or more would be 
allowed to collect supplemental aid indefinitely_ 

An alternative is to stop the clock only when some higher level of work is achieved, such as 30 or 
40 hours per week. Or one could allow part-time work to count so long as children are below 
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some age, and then set higher hours when children are oldec Presumably one would set the same 

or greater minimum hours in the WORK program. 


The exact impact ofallowing parHime unsubsidized work to count as participation is hard to 
determine, It could he very expensive and difficult to get everyone working full~time. And 
because part-time workers would be expected to participate i.n other ways, such a crecision is 
like1y to significantly increase the number of persons for whom WORK slots have to be generated. 
In addition, ifpart-time workers lose their opportunity to partidpate In JOBS because the clock . 
keeps ruoning.joPeople may give up existing work lO.get training while they have the chance. 00 
the other hand, a full-time work expectation may cause some people to fiod full-time unsubsized 
work and leave welfare entirely. The current cost estimates assume that part-time work counts as 
full participation and that o\'cr time, more people choose to work part-time in unsubsidized 
employment, Ifpart-time work was not counted, and if we do not observe a significant 
behavioral effect, by 2004, a t<l!!!1 of 6()(),()()O more people would have to be served in the JOBS _ 
or WORK program for a TAP program reaching all recipients, Half that number would need to 
be accomidated if young people were targetted. 

Work expectations in the WORK ru:2S!1tm 
A much more significant issue than the treatment ofunsubsidized work is the level of work 
expectation in the WORK program. An obvious starting point to select hours as the welfare 
benefit divided by the minimum wage, But this simple fonnula is not very practical. Assume for a 
moment that a work-fot-wages plan is chosen. 

First, in low benefit states and for persons with non-welfare income, the hours of work per week 
1 	 can be quite tow. In Mississippi. a mol her with two children would be required to work just 6.5 

hours per week, hardly a practical work experience. One solution is to set a minimum level of 
work, say I S hours per week. If one pays the minimum wage for each hour worked, setting a ~ 

minimum has the effect ofincreasing the amount WORK participants get relative to people on . -I-~ jO. $ 1 
welfare.' , (;;; \ \ 

" 	 \\t'*0'iBy contrast, in high benefit states. more than 35 hours per week would be required to eam ~ 
enough to equal the welfare payment. This implies that some sort of supplement must be paid to i ;. - , 1 
ensure people working in the WORK program garner as much income as those who are not ~ 
working who have not yet hit the time limit Futl~time work implies high child care costs and. . 
difficult placements. 

These issues are present but (ess obvious ill a eWEP program. States still set work hours and pay 
the ongoing welfare benefit. Low work hours or implicit subsidies arc still an issue, but what is 
wage and what is supp(ment is less obvious, 

The Working Group staff and chairs reeommend giving states the option of setting work hours 
between say 15 and 35 hours according to whatever criterion they choose, so long as the at least 
minimuro wage is paid for each hour, If the expected earnings (less work expenses) are less than 
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the amount the person would have e;ollected on welfare, then the state would have to provide a 
supplemental work payment. Note that in the median state (Pennsylvania), a woman would need 
to work 29 hours to receive as much income as On welfare, If every state chose 20 hours of 
work, most state.~ would need to supplement earnings somewhat If every state chose to assign 
the number orhours needed to reach the welfare benefit up to 35 hours, roughly x states would 
need to supplement the WORK earnings for a family of three. Allowing states the option to 
assign part-time work to at least some recipients and to supplement the earnings is most 
compatable with a plan to allow persons in unsubsidized part-time work to collect whatever 
supplementary benefits t,~ey qualify for. In effect this plan would allow states to choose whether 
TAP could be used as a work suppJemen! for part-time workers or as a mechanism for pushing 
peqplc off of welfare and into full-time work. 

Cost estimates here assume that states are allowed to ch.oose WORK hours between 15 and 35, 
afl!L.are required to supplement. ifnecessary. . ___ 

Discouraging extended WORK participation 
WORK program jobs are not intended to substitute for or displace private sector placements, 
Rather they are designed to provide temporary last resort work after the time-limit has been 
reached when people CatUlot find private sector jobs. Unless long tenn panicipation is deterred. 
'the size of the WORK program could become prohibitively large, Indeed. the ultimate goal of the 
WORK program is to place people into unsubstdized work. 

There are various ways in which a WORK program can be designed in order to discourage or 
prevent extended participation. These include: limits on the duration ofeach individual WORK 
assignments, requiring frequent job search, denying the EITe to WORK program participants, 
and placing limits on the total time people are allowed to spend ill WORK assignments. 

Limits on the duration Q[ individual WORK assignments followed by intensive job search: There is 

little disagreement that individual WORK placements ought to be limited in duration to perhaps 

12 months. This limitation is designed to prevent ~~rticipants from becoming attached to 

particular subsidized jobs. Of course, there will be strong encouragement and incentives for 

employers to retain WORK workers in unsubsidized positions at the end of 12 months. Before 

and after each WORK assignment, job search would be required, 


, 
Denying the EITe to WQRK program panicip~ms: Perhaps the best way to ensure lhat people do 
not escbcw private sector jobs for WORK positions is to make certain that any private sector 
position pays better than a WORK job. Though there are various mechanisms for accomplishing 
this, one of the easiest is to deny tbe EITC for money earned in the subsidized WORK 
assignments. Since WORK slots are already subsidized and it may not be appropriate to offer the 
additional SUbsldy of the E1TC. There will be SOnle administrative complexity to treating earnings" 
received while a WORK participant arc not treated the same as other earnings. 
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Current cost estimates assume a relatively modest effect ofdenying the EITC to WORK 
~ participants because there are no reliable estimates of how much difference it would make to deny 


the EITC to WORK participants. But independent economic simulation models suggest . 

potentially large effects, for private sector jobs would then pay up to 40% more than WORK slots 

(the EITe is effectively a 40% pay raise for persons with two children) 


Unions and many advocates for the poor argue that ifpersons are being expected'to work in real 

jobs they ought to receive the same benefits as other workers. They believe that limits on the 


". 	
duration of WORK assignments and frequent job search will lead people to move toward private 
work without the need for special "penalties" for WORK' workers. ' 

~uiring acceptance ofany private sector job offer: WORK program participants could be 
~~i~. t'!. accept any unsubsidized job offer or be denied a WORK job for several months. After 7 

CEo refusal~ 'he person might be denied a WORK indefinitely. Some advocates for the poor " 
argUet~uch provisions are unnecessary, hard to administer, and potentially unfair. especially if 
the EITe is denied to WORK workers. 

L1miting the tot~.Ujme Qeoole can be in the WORK program: The most controversial way to limit 
WORK participation is to time limit WORK, just as welfare is time-limited. Those who favor 
limiting WORK assignments to 2 or .3 'years argue that other persons arc not guaranteed that they 
will be provided work until they are able to find it. Theoretically persons could Slayon the 
WORK program for many years, and such extended WORK participation is seen by some as 
creating a work entitlement that may become as unpopular as welfare did. Moreover, especially if 
full implementation is chosen the only way to guarantee WORK siots will not reach 1 million or 
more in a way that could be scored by CBO is to place absolute limits ot'! the duration ofWORK 
assignments. 

The big problem with limiting the WORK durations is deciding what to do when participants hit 
the WORK limit. One strategy would be to end or dramatically reduce cash assistance altogether, 
perhaps offering some foml of additlonal housing aid. Another plan would be to let WORK 
cxhaustees return to cash assistance, perhaps with a lower benefit. Such a strategy would ensure 
that WORK slots are preserved for those first hitting the time limit. One needn't require states to 
limit WORK assignments,. one might provide the flexibility to do so. The Republican" plan does 
allow states to terminate or reduc~ public assistance after 3 years in eWEP, 

Opponents argue that there is no justification for limiting participation in the WORK program. ( 
especially ifWORK participants are denied the ElTe. If aU previous WORK limiting provisions 
are adopted, anyone still eligible for a WORK assignment after say 2 or 3 years will have 
successfully met all WORK requirements in several different placements, been through 3 or 4 
intensive private sector job scarches, not refused any private offer, and"WiIi be seeking a WORK 
assignment even though anY'private sector job opportunity would pay 40% more and probably 
offer a better future. Opponents of WORK time-limits argue that sllch people are most likely· 
people who genuinely cannot find any private sector employment either because they live in a' 
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weak labor market, or oecause they are not wanted for existing jobs. Th~s cutting them offof 
WORK or s1ulfply reducing their income would very likely cause their incomes to fall, potentially 
putting the family in a desperate position with a serious risk of homelessness and family crises. 
Virtually none of these families would have had incomes above the poverty line before their 
incomes were cut, Unless we are willing to provide cash benefits without a work expectation for 
people who have exhausted WORK, 

Limiting WORK assignments win not have any effect on cost estimates in the fiveMyear cost 
estimati9n window used tor the budget Since the program win take states 2 years to implement, 
even a strict two:-yea~ limit on JOB? follo~'ed'by a strict two-year limit on WORK would not 
affect anyone for 6 years. And since most peopte do not stay on welfare continuously for 4 years, 
in most cases, it would not have any effect for 7 or g years, Eventually, however, limits on 
WORK could have significant effects. If people tend to remain in the WORK pro~a!? as long as 
they stay on welfirre tod~,. 3 year limit on WORK placements could push up t~ of WORK 
participants off of support Unfortunately we have no information on the extent to whic~ 
extended stays on WORK will be a problem, nor any understanding of what the reasons for 
extended stays would be. The issue could be revisited in later years if extended spells in WORK 
become a problem. 

Addendum: \Vork for Wages Program Dt'sigo 

The following are key policy elements and the initial recommended design, Elements with a • 
contain controversial policy questions: 

Administration: States are required to develop a WORK pian for joint approval by the Secretaries 
ofHHS and Labor. States are required to have WORK advisory panel with membership from 
Labor, Business~ Community Organizations. To be resolved: membership and links to PIC and 
WHxxs. The advisory panel must approve the WORK plan. 

flJnding: For each WORK placement: states would receive a flat amount for administrative costs 
and would be reimbursed for expected earnings (hours times wage) according to a specified set of 
matching rules. Federal matching rates would decline significantly the longer the person stayed in 
the WORK program as a further in~ntive for states to move people into unsubsidized work, __ 

~ditiona1 monies 'or a higher match would be available to st~tes in times of recessio~ ? 

Placements: Placements in private sector establishments would be strongly preferred. States 
would be free to negotiate contracts with.private companies, placement services, community 
organizations, state and local government agencies, and other organizations to accept or place 
WORK participants in exchange for payments from the government. Private sector placements 
would require that at least some portion of the wage be paid by the employer,, 
[Could talk about child care, other government programs ala HUD, elc1 
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National SelVice placements would be acceptable WORK placements. States would be given the 
option of contracting with the National SelVice Board to provide a certain number ofNational 
SelVice Placements. In addition, National SelVice workers could be used to help work with and 
supervise WORK participants in cumminty service activities. 

*Displacement: Language to be negotiated with National Se~ice displacement langtlage including 
labor veto over placements in existing bargaining unit positions serving-as a model. 

. 
*Hours: Hours are set by the state, minimum 15 hours, ..maximum 35. States are free to use 
whatever criteri{)t~ they choose in deciding upon hours so long as'~~~hllOur of work is paid. '~Two 
policy decisions are implicit in this policy. ....::;­

. States can choose to offer anything from part-time to full-time work. ~ States which offer jobs 
which pay less than what would have been received in AFDC would paX:,.a supplement (see 
below). Requiring full-time work is considerably more expensive, more tbah doubling the cost 'of 
the WORK program and complicating the job creation problem considerably. Particularly for 
mothers with young children, full-time work may not be deemed appropriate or practical by the 
local community. 

*Wages. Working Conditions, and Benefits: Wages are set at the minimum wage, but states and 
localities can choose to set a higher wage rate in specific cases. Wage rates arc among the most 
contentious elements among unions. Unions would like explicit language indicating that total 
compensation (including any subsidized child. care and other benefits) paid to the worker would 
have to be similar to that paid workers of comparable experience and skills in the same job. At a 
minimum, unions would like a provision allowing a veto over the placement of a WORK recipient 
into a bargaining unit unless compensation is similar. Sick rules and absentee policy would be the 
same that of similar workers in the establishment. States would set or negotiate such rules in cases 
where a new organization or establishment is being formed to employ WORK participants. 
Workers compensation would be paid for WORK, though who bore the costs would be 
negotiated. Social Security payment~ would be ref!llired. Unemployment insurance payments 
would not be required. ' 

Supplementary Support: Ifexpected'earnings net of work expenses in the WORK program are 
less than would have been received by a non-working family on cash assistance, the state will pay 
the difference as a supplemental benefit. Note that such a supplemental benefit would never be 
higher than the supplement that would be paid under TAP for someone with the same earnings in 
a private sector job. 

*Treatment of earnings from WORK program for other government benefits: For purposes of 
determining eligibility and benefits for other government programs, the following rules would 
apply: 
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• 	 Food stamp. housing and'other benefits would be calculated treating wages paid under the 

WORK program as earnings Benefits would be calculated on a 3 month prospective basis 

under the assumption that the person works the fun number afhours assigned, No 

increases in food stamps or supplementary benefits would occur If the person did not work 

the required hours. 


• 	 Earnings received under the WORK...program would not be eligible for the EITe and 

would not included in adjusted gross income for tax purposes. This provision is designed 

to ensure that private unsubsidized work' would always be significantly more attractive 

than WORK. Since WORK slots are already subsidized 'and it may not be appropriate to 

offer the additional subsidy of the EITC. ' 
.... 

Limits on the duration of each placement with frequent r!t,9uirements for private job search: 
WORK slots are designed to be temporary,available only when people really cannot find private 
sector work. Each individual placement should itself last no more than 12 months as a subsidized 
placement and be preceded and followed bya period of intensive private sector job search, unless 
the employer agrees to take the person on as an unsuhsidized worker (removing the person from 
the WORK program). 

*Required acceptance ofany J}rivf!.J.¢...~.~torjob offer: ""lORK program participants could be 
~uired to accept any unsubsidized job offer or be denied a WORK job for several months. After 
~ refusals, the person might be denied a WORK indefinitely, 

Tracking of Placement and Retention Records: States win be asked to maintain records on the 
rate at which \\fORK workers are retained or placed by their WORK employers in unsubsidized 
jobs. Preference should be given to employers or placement services that perform better. At a 
future date, the Secretary may impose retention or placement standards. 

Returns to TAP: Persons who become temporarily ill or face a new major new impediment to 
work may seek to be re~evalualed and placed in the JOBS~Prep program until such time as the 
state 'deems them ready to work. l'crsons in this status count against the limit on JOBS-Prep 
placements. 

*Insufficient WORK slots: In cases where there are insufficient work slots, first preference goes 

to people just reaching the time limit Stales are required to pay ongoing cash benefits to persons 

who are not placed in WORK programs and a reimbursed at a significantly reduced match. 

Reduced match is waived in ~riods ofl!!g!!.!g~~al.~e~YT11ent 7 
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MAKING WORK PAY/CHILD CARE 

A crucial component of welfare reform based on work and 
responsibility is making work pay. Last summer's expansion of 
the earned income tax credit was a crucial step toward making it 
possible for low wage workers to support themselves an~*their 
families above poverty_ The welfare reform proposal will include 
provisions to make sure ··the EITC -can be delivered on a regular. 
advance-payme_nt basis. The next crucial step will come with 
health care reform. Many recipients are trapped on welfare by 
their inability to find. or keep jobs with health benefits that 
provide the secruity they need. " 

The key missing component for making work pay is subsidized day 
care. In order for families. especially single parent families i 
to be able to work and prepare themselves for work, they need 

'care for their childre~. 

There are two major issues as we think about day care in'the 
context of welfare reform: 

o 	 How, much subsidized day care should be made available, 
and for whom? 

o 	 What investments and/or requirements should. be put in 
place to improve the quality of child care and the 
coordination of child care programs funded under 
different mechanisms? 

How much and for whom 

There are three categories of low income families with day care 
needs that we need to think about: 

o on welfare in JOBS or working (including subsidized 
. WORK slots) 

r 

o 	 working, in "transition" off welfare 

'. o working, never on welfare or after transition. 

All three categories have le9itimate olaims on day care 
subsidies, Families who are required to participate in JOBS are 
currently~ rightly. guaranteed ohild oare. people who are 
working but still on welfare have their day care subsidized 
through disregards from their welfare benefits and sometimes 
through subsidies. People who move off welfare and are working 
are guaranteed subsidized child care for a year in order to ease 
the transition. We propose to oontinue current;guarantees,of 
child care subsidies for these categories of recipients. 
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It is hard to argue t however. that 10w income working families 
who are not on welfare or transitioninq off welfare are less 
needing or deserving of child care subsidies than people who are. 
It s~ems quite inequitable to provide child care subsidies to one 
family and to deny them to another whose circumstances are 
identical except for the fact that the first family is or has 
been on welfare. ­

The problem, of· course, is the potential cost of extending' 
subsidies to working poor families-who have never. been on 
welfare. Expanding JOBS and creating WORK ~rograms for welfare 
recipients demand new resources for day care, which presumably 
must be provided before new claims on resources can be 
entertained·, Current estimates of the net new federal and state 
costs of these new demands for day care are: 

-Q. 	 $1.3 billion for those in JOBS, in WORK and working 
while on welfare. This estimate does not reflect our 
new phase in strategy I but is a pretty solid estimate 
of day care costs for welfare recipients at full 
implementation of the plan_ 

o 	 $1.2 billion for those transitioning off welfare. This 
is a theoretical estimate, not a projection from 
current spending on transitional child care, which is 
very low. 

(Note: All cost estimates in this section assume 
current costs per child, which are lower than the costs 
per child used by CaO;.we will work with them to try to 
resolve differences" Cost estimates are net of current 
spending, except for spending on Head Start, which is 
not yet netted out. WE OBVIOUSLY NEED NEW COST 
ESTIMATES HERE THAT REFLECT OUR TARGETTING STRATEGY.) 

'If these costs are pretty much given, (after reestimation to 
reflect our targetting strategy), then the crucial issue to be 
decided is the size and shape of a day care subsidy program for 
the workinq poor. .. 

; (I •
YnG9Pped V, capoed entitlement. If we genuinely want to make 
work pay, to make work more attractive than welfare, and to 

,, 
maintain equity between those who have and have not been on 
welfare, it is very important that day care subsidies be 
available for the working poor independent of their prior welfare 
status. The ideal approach, if resources were no' constraint, 
would be to guarantee a day care subsidy to all working poor 
families who needed it, with a reasonable ceiling on cost per 
child. 'l'he cost of such an entitlement is estimated to be: 

o $3.8 billion for the working poor. This estimate is 
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based on what seem to be quite good assumptions about 
workforce participation and take-up rates for 
subsidized child care, but it is certainly not iron 
clad, It is net of current spending on the small at-' 
risk child care program and the larger Child Care and 
Development Block Grant, but not net of Head Start 
spending. 

This estimate is very uncertain. -Because it is based on current 
usage, it does not relfect potential changes in work behavior and 
~child care choices that might result if new subsidies were 
available. It may; therafore~ be substantially underestimated. 
On the other hand, experience to date Buggests that actual day 
care usage is often much lower than planners predict; based on 
this experience the estimate could be too high. Because of the 
great uncertainty of the estimates of providing subsidized child 
care for the working poor, howeve~/- it is almost certainly unwise 
at this point to establish an uncapped entitl$ment which could 
potentially become quite expensive. 

The obvious alternative is a capped entitlement I set at a level 
that reflects available resources, for a fixed authorization 
period. Capping the entitlement guarantees that spending will 
not exceed the specified l~t. A fixed authorization period of 
something like seven years allows time for assessment and 
reconsideration of both the levels and the nature of the 
entitlement on the basis of experience. 

Capped entitlement: state discretion. The most obvicus way of 
structuring a capped.entitlement to day care for the working poor 
is to follow the precedent of two current programs t the $900) 
million discretionary Child Care and Development Block Grant, and 
the $300 million capped entitlement program for those hat_riskh 

1~	 of AFDC receipt. Both these programs allot available funds to 
, 	 the states and allow them to use the funds for services to 
1 	 famili'es as they see fit. There are two problems with this 
~ 	 approach, however. One problem arises because the funds are 

almost inevitably less that the demand and criteria are hard to 
set. Day care subsidies tend, therefore, to be distribqted 

~i~linequitablYl often on the basis of a first come first served 
strategy that cannot address relative need. A second problem 
arises if.capped entitlement funds must be matched by states in a 
ontex:t where there is no individual entitlement or expectation', 

that pushes fiscally-pressed states to actually provide the~services. This has been the experience' in many states with even 
the very small ($300 million) at-risk capped entitlement. 
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CaRped entitlement; taraetted. An alternative would be a 
" 	 targetted capped entitlement. Because it would be capped, 

spending levels would be controlled. "But if it were targetted at 
a population subgroup, and set at a level that was estimated to 
be sufficient to serve that sub-group, both of the problems of 
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the normal capped entitlement could be alleviated. The question, 
therefore, is whether there is a sub-group that could be 
targetted that makes sense programatically and that could be 
served with a reasonable resource allocation. 

An intriguing possibility is to target young families, along'the 
same lines and for 'the same reasons that we are targett~g young 
AFDC applicants and recipients. This strategy has many 
attractive features. It can be justified on the same grounds 
that we justify the focus in the transitional program, of 
investing in young families. It also neatly solves the' problem 
of equity between'welfare and non-welfare recipients. Everyone 
born after a certain date ,(we suggest 1970) receives services in '-.' 
the welfare program and day care subsidies if they are working, 
whether or not they are or have been on welfare. 

This targetting~also has the potential for corning in at 
reasonable cost. About n third of low income women with children 
under 6 are themselves under, 25. This suggests to me that no 
more than a third of day care usage would be by families headed 
by someone under 25. If we put $1.3 billion new money money into 
working poor day care, we 'could probably serve all young working 
poor families. WE OBVIOUSLY NEED SOME REAL COST ESTIMATES HERE. 
Since take up would be gradual, a phase in of the program could 
easily come in u'nder $5 billion over 5 years. If we followed the 
cohort principle and increased the age of , eligibility over time, 
costs would grow, though very gradually, and they would still be 
quite reasonable at the end of a seven year authorization period. 
Costs and usage could be assessed at the end of the authorization 
period in order to decide ,whether the program should continue to 
expand and whether it should continue to target by cohort or 
perhaps by age, income or other criteria. 

Quality issues 
, , 

The issue of quality v. quantity in day care has a long and 
rancorous history. At one extreme are those who argue that child 
care subsidies should only be available for care that m~ets 
federally defined quality standards, that professionalized group 
care should be preferred' over informal care, and that rates 
should be set in such a way that expensive care is not only 
eligible for subsidy but is encouraged.' At the other extreme are 
those who argue that day care subsidies should be able to be used 
for any kind of care that the parent chooses, with a strong 
preference for inexpensive and informal care. The quality issue 
is often illustrated by stories and color glossy photos of truly 
dreadful child care settings, of which there are of course some. 
The choice issue is often illustrated by stories of grandmothers 
who could be fornidden to care for children and of costs that 
might approach $lO,OOO/year /child. 
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·Head Start. Luckily, some agreements and accommodations have 

been emerging that can guide an approach to child care. Nearly 

everyone 'agrees that Head Start, with its high quality 

comprehensive approach to child development. should be the 

preferred service for as many three and four year olds as 

possible, with supplementary other child care as needed. This 

administration's commitm~nt to expanding Head Start, and*to 

developing more tull-day and full-year Head Start slots, will 

ensure that as many as NEED AN ESTIMATE HERE of~low income 

children who need day care will be served by Head Start . 


. Parental choice and ptate Qveraight. Nearly everyone also agrees 
that for other child care arrangements, p~~en~s-should have 
nearly unlimited choice~ constrai~ed only by state regulations 
and by minimal health and safety standards. This is the approach
incorporated into the Child Care and Development Block Grant l 

which requires that parents have maximum feasible choice and that 
the state provide mechanisms for providin9 customer education and 
for dealing with parent complaints. It also requires that all 
providers who receive subsidies be ~le9al" under state standards­
-either licensed, regulated or exempt from regulation. Providers 
that are exempt from state regulatory standards (all states 
exempt baby-sitting and small in-home care arrangements for two 
or three children and some states exempt sectarian. and other 
providers 'of more formal care) are required by the CCOBG to 
register with the state an~ to meet state defineq requirements 
for the prevention and control of infectious diseases, building 
and physical premise safety and minimum health and safety 
training of providers. We propose extending this sensible 
approach to all child care providers who receive any federal 
subsidy_ 

Inyestments in guality ftnd sU291y, A third point of general 
agreement is that some funds ought. to be available for 
investments in child care quality and supply. Again, the CCDBG' 
sets a good pr.ecedent. It requires that 5 percent of the funds 
be set aside for the follo,wing uses: resource and referral· 
programs; grants or loans to assist in meeting state and local 
standards; monitoring of compliance with licensing and regulatory 
~equirements; training and technical assistance to proviaers; and 
.enahncernents to compensat~on for providers. We propose setting 
aside a portion of all child care funds for these same purposes. 
We also propose to ensure that training and technical assistance, 
is available to enable welfare recipien~s to become Head Start 
and day care providers. These programs should be an important 
source of private sector jobs and of WORK program slots for 
people moving off welfare. 

program coordination. FinallYr there is agreement that-day care 
program~ and funding streams be designed in waysWthat are easy to 
administer and appear !!seamless" to parents. This can be 
achieved both through program consolidations, when possible, and 
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through coordination of rules procedures and automated systems.t 

Because it is not fiscally possible to consolidate day care 
programs on the discretionary ~ide, and since it is probably not 
politically possible to consolidate day care programs on the 
entitlement side, full consolidation seems unachievable. 
Nonetheless, full coordination ought to be an important goal . .. 
There are obviously a number ~f details that need to be worked 
out in the process of draftin9 ~e9islative specifications. It 
the basic issues On the scale of the program are decided and the 
basic approach to quality agreed anI we can proceed to work 
through the specifics.' . .. .:':::-. 
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PRONOTING PARENTAL RESPONSIBILITY 

AND PREVllNTING TEEN PREGNANCY 


The best way to end welfare dependency is to eliminate the need 
for welfare in the. first place. High rates of female-haaded 
family formation and the startlingly high poverty rates of those 
families lie behind our large and growing welfare rolls. We are 
approaching the point when one out of every three babies in 
America wil'1 be born to an unwed mother, the majority of whom will 
receive welfare at some point. Births to school-age unwed mothers 
are a special and enduring tragedy. Too many children are not 
receiving financial support from both their parents. This too 
contributes to rates of welfare' receipt that are much higher than 
we would like. 

The society, and its welfare system I must find ways to .send the 
signal that men and women should not become parents until they are 
able- to nuture and support their children~ If they do become 
parents, their responsibilities to their children should be 
articulated and enforced. Accomplishing this qoal requires 
emphasizing both responsibilities and opportunitiesj not only 
chanqing the welfare system, but also involving every sector of 
our society in this effort. 

The basic dilemma in designing a prevention and parental 
responsibility strategy is the lack of fit between the magnitude 
of the problem and the dearth of demonstrably effective responses 
for dealing with it., Frustration over the dramatic increases in 
out-of-wedlock births has led some commentators to advocate 
strongly punitive solutions the most e.xtreme of which-' is cuttingf 

off welfare for unwed mothers, that would have disastrous effects 
on children, doom the society to making massive investments in 
foster care and orphanages t and almost certainly increase the 
already too high number of abortivtls. At the other end of the 
spectrum, some advocate massive spending on comprehensive services 
for high risk youth, despite the discouraging evidence on the 
effects on teen pregnancy from social services programs. 

We believe that the best,approach to prevention is a strategy that­
focuses on parental responsibility and provides opportunities for 
exercising it, supplemented by family planning efforts and 
demonstrations of services programs aimed at preventing teen 
pregnancy. We believe that very clear and consistent messages 
about parenthood bringing with it serious responsibilities that 
will be enforced hold the best chance of encouraging young people 
to think about the consequences of their actions and defer 
parenthood. A boy who sees his brother required to pay 17 percent 
of his income in child support for 18 years may think twice about 
becoming a father. A girl who knows that young motherhood will 

'"'*not relieve" her of obligations to 'live at home and- to go to :school 
may. come to prefer other opportunities. We hope and expect but we 
cannot prove that a system that strongly reinforces the 



responsibilities of both parents will prevent too-early 
parenthood. We know that parental financial support can help keep 
families off welfare. And that reinforcing parental 
responsibility is the right thing to do. 

Along with responsibility, though, we must support opportunity. 
Telling 	young people to be responsible 'without providing them 'the 
means to exercise responsibility and t~op~at_~ng by the 
rules W~ll lead to a better life is ~ellY hypocritic~. ­

Our appproach has five components, each of which raises some 
serious issues for decision: 

o 	 child support enforcement. The major issues to be 
resolved here have to do with demonst~ions7o~ child 
support assurance and of programs fo~ custodlaJ.l parents.-.----­

o 	 responsibilities of minor mothers. The major issues 
here have to do with sanctioning options. 

o 	 responsible family planning. The major issu~here have 
to do with the scale and scope of the effort, and with 
the desirability of a family cap. 

o 	 demonstrations of prevention approaches. The major 
issue here has to do with the scope of an approach to 
teen pregnancy prevention. 

o 	 supporting two-parent families. The major issue here is 
balancing cost and equity. 

CHILD SUPPORT ENFORCEMENT 

The responsibilities of both parents are emphasized in an approach 
to child suppor~ enforcement that holds both parents responsible 
for supporting children. It makes clear to fathers, as well as to 
mothers, that parenthood brings with it clear obligations, and 
that these obligations will be enforced, with serious and 
predictable consequences for those who become parents. The child 
support enforcement reform proposal has three major elements: 

ESTABLISH AWARDS IN EVERY CASE 

ENSURE FAIR AWARD LEVELS 

COLLECT 	 AWARDS THAT ARE OWED 

Establish Awards in Every Case 

:" .. ~ 	 Our goal is to establish paternity for all·'out-of-wedlock births. 
This ·will be accomplished by offering states performance- based 
incentives for all paternities established, whether or not the 



mother is currently on welfare; expanding the in-hospital 
paternity establishment provisions enac~ed as part of OSHA 1993;, 
and expanding education and outreach efforts to stress that having 
a child is a two par·ent responsibility. 

Under the proposal, paternity establishment requirements are 
strengthened significantly. First, the responsibility for 
paternity establishment will be clearly delineated. Mothers will 
be required to cooperate in paternity establishment as a condition 
of receipt of welfare under a very strict cooperation requirement. 
This requires the mother to provide both the name of the father 
and information sufficient to verify the identity of the person 

. named. (Good cause exceptions would be granted only under narrow 

circumstances.} In turn, the states will have a clear 

responsibility to establish paternity when the mother has fully 

cooperated. We propose that the states are be held, fully 

responsible for the cost of benefits paid to mothers who have 

cooperated fully but for whom paterni~y has not been established 

within a stricly defined time frame. 


The proposal also streamlines the legal process for establishing 
paternity, enabling states to establish paternity much more 
quickly. This will be accomplished through an "up front" 
cooperation requirement (prior to receipt of welfare benefits), 
clear responsibility for making the cooperation and sanctioning 
determination (IV-Of not IV-A), and streamlining. the legal 
process. 

While the proposal is very tough and strict in its approach to 
paternity establishment, it is balanced and sensible. Applicants 
must maet the new stricter cooperation requirement prior to the 
receipt of benefits, but when the mother has fully cooperated and 
provided complete information, the burden shifts to the state to 
establish paternity. In contrast, the present Republican proposal 
requires that the mother must have paternity established prior to 
receipt of benefits. Thus the mother who has done everyt~-lii;rJ that 
can be expected of -her is unfairly penalized for the state's 
inaction or inefficiency in getting paternity established. She 
could be denied benefits for a long time through no fault of her 
own - in some states it is presently not unco~on for the state 
age~cy to take two or more years to establish paternity. 

Ensure Fair Award Levels 

The proposal will establish a National Guidelines Commission to 
study and report to Congress on the adequacy of award levels, the 
variability of award levels and the desirability.of national 

" guidelines. 

The proposal will also require the universal, periodic updating of 
awards so that all awards will closely reflect the current ability 
of the noncustodial parent· to pay support. states must establish 
simplified administrative procedures,to update the awards~ 

. ' 
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In addition, present child support distribution rules will be 

changed to strengthen families and assist families making the 

transition from welfare to work. 


Co11ect Awar4s that are Owed 

The proposal seeks to develop a child support system for the 21st 
century. All states must maintain a central registry and 
centralized collection and disbursement capability. states must 
be able to monitor support payments and take appropriate 
enforcement actions immediately ~hen support payments arepmissed. 
certain routine enforcement remedies will, be imposed 
administratively at the state level, thus taking advantage of 
computers and automation to handle these routine enforcement 
measures using mass case processing techniques. A higher federal 
match rate will be provided to implement new technologies. 

To improve collections in interstate cases, a Federal Child 
Support Enforcement Clearinghouse will be created to track parents 
across state lines. This will include a National Directory of New 
Hires so that wage withholding could be instituted in appropriate . 
cases from the first paycheck. The adoption of the uniform ' 
Interstate Family Support Act (UIFSA) and other measures will make 
procedures in interstate cases more routine~ In addition, the IRS 
role in full collections, tax refund offsets, and access to IRS 
income and asset information will be expanded. 

states will also be provided with the tools they need, such as 
license revocations and access to other data bases, so that the 
child support enforcement system CQuid crack down on those 
noncustodial parents who otherwise find ways to avoid payment of 
their support obligations. For instance, frequent and routine 
matches will be made against appropriate data bases to find 
location, asset, and income information on those who try to hide 
in order to escape payment. 

The funding and incentive structure will be changed in order to 
provide the necessary resources for states to run good programs 
and it will employ performance based incentives to rewa~d states 
for good performance. 

Issue: Child support Insurance. • 

Even with the provisions above, enforcement of child support is 
likely to be uneven fqr some time to come. Moreover T there will 
be many cases where the noncustodial parent cannot be expected to 
contribute much because of low~pay or unemployment. An important 
question is whether children in single parent families should be 
provided some minimum level of support even when the state fails 
to collect it. The problem is.especially acute for noncustodial 

,~ 	 parents4who are not on AFDC and are trying to,-make ends .meet with 
a combination of work and child support. 



" . k. ,1's ~l<\'*'\~s 1~" 
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\implementing a Child Support Assurance program. Under such a 

program, an improved child support enforcement system would be 

coupled with the payment of a minimu~ insured child support 

payment and would also include additional work requirements for 


. 	 non-custodial parents. Under the proposal, up to six state 
demonstration projects of Child Support Assurance are authoriZCd'j 

. I 

. - . 	 - . 
Issue: Enhancing Responsibility and opportunity fo~ Noncustodial 
Parents .. 

_J ,."(!~. 
under the present system, the needs and concerns/pf noncustodial· 
parents are pften i9nored~ The system needs to focus more 
attention on this population and send the message that- "fathers 
matter"" We ought to encourage noncustodial parents to remain 
involved in their children's lives, not drive them further away. 
The well-being of.children, who only live with one parent, would 
be enhanced if both emotional and financial support were provided 
by both of their parents. 

Ultimately I the systemfs expectations of mothers and fathers 
should be parallel. Whatever is expected of the mother should be 
expectea of ·the father. And whatever education and training 
opportunities are provided to custodial parents, similar 
opportunities should be available to noncustodial parents who pay 
tneir child support and remain involved. If they can improve 
their earnings capacity and maintain relationships with their 
children, they will be e source of both financial and emotional 
support. 

Much needs to be learned t partly because we have focused less 
attention on this population in the past and we know less about 
what types of programs would work. New programs should be modest 
and flexible, growing only as evaluation findings begin to 
idenuify the most effective strategies* We propose the following:' 

Grants to states for programs which reinforce the need for 
children to have continued access to and visitatioo by both 
parents. These programs include mediation (both voluntary 
and mandatory), counseling, educationJ development of parent-, 
ing plans t visitation enforcement including monitoring! 
supervision and neutral drop off and pick up and development 
of guidelines for visitation and alternative custody 
arrangements. 

E~pand~d authority and additional funding for the Commission 
on child and'Family Welfare to study access and visitation 
issues~ 

A port jon of JOBS and WORK program funding will be reserved 
for training, work readiness, educational remediation and 
mandatory work programs for noncustodial parents of AFDC 
recipient children who -can't pay child support due to 



unemployment, underemployment or other employability 

problems. 


state option for mandatory work programs for non­

custodial parents. states would have considerable 

flexibility to design their own programs, but the focus 

would.be on CWEP, not on work for wages~ 


Demonstration grants to states and/or community based 
.organization to develop and" implement non-custodial parent 
(fathers) components for existing programs for high risk 
falnilies (e.g. Head Start, Healthy Start;~ Family 
Preservation. Teen Pregnancy and Prevention) to promote 
responsible parenting, including the importance of paternity 
establishment and economic security for children and the 
development of parenting skills~ 

NEED COSTS HERE. DO WE RAISE AN ISSUE OF HOW MUCH TO SPEND? 

RESPONSIBILITIES OF MINOR MOTHERS 

The program of transitional assistance followed by work that is 
outlined later in this document focuses on the responsibilities of 
custodial parents, especially young parents, to work and prepare 
for work as a condition of receiving benefits. All young single 
parents seeking government assistance will be expected to prepare 
for and go. to work~ Like the child support provisions. the 
obligations inherent in the program send a clear messaage about 
the consequences of parenthood, ensuring that welfare receipt does 
not release Either parent from their responsibilities to work and 
support their ohildren. 

Minor mothers, those under 18, have special needs and deserve 
special consideration. This is a relatively small part of the 
caseload at any point in time, but is a disproportionate 
contributor to long-term dependency. We have four proposals that •affect this group~ 

Minor Mothers Live at Home. We propose requ1r1ng that minor 
parents live in a household with a responsible adult, preferably a" 
parent (with certain exceptions such as when the mino~ parent is 
married or if there is a danger of abuse to the minor parent) .. 
Parental support could then be included in determining cash 
assistance eligibility. Current AFDC rules permit minor mothers 
to be ,jadul t caretakers I! of their own children. . under current 
law, states do have the option of requiring minor mothers to 
reside in their parents' household (with certain exceptions), but 
only five have included this in their state plan. This proposal 
would make that option a requi~ement for all states. We believe 
that having a child does not change the fact that minor mothers 
need nurturing and supervision themselves. The Senate 
Republicans have a similar proposal, ho~ever, they also give 
states the option of providing no AFDC to minors. The House 

http:would.be
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Republicans make minor parents ineligible for AFDC. 

Mentoring py Older Welfare Mothers~ We propose to allow States to . 

utilize older welfare mothers to mentor at-risk teenagers as part 

of their community service assignment. This model could be 

especially effective in reaching younger recipients because of the 

credibility, relevarice and personal experience of older-welfare 

recipients who were once teen mothers themselves. Training and 

e>e:per ience might be offered to· the most promising candidates for·' ­
ment?ring whow'are currently receiving welfare benefits* " 


• 

Targeting Teen Parents_- We will ensure that every teenage parent 

or pregnant teenaqer who is on or applies for welfare enrolls in 

the JOBS program, finishes their education, and is put on a track 

to self-sufficiency. Every teenage parent (male or female, case 

head or not l any. age) will be mandated to participate in JOBS from 

the moment the pregnancy or paternity is established. A~l JOBS 

rules pertaining to social contracts, employability plans. and 

participation will apply to' teen paren~s. We propose to require 

case management for these teens. 


State options for behavioral incentives. We propose to give 
States the option to use monetary incentives combined with 
sanctions as inducements to remain in school or GED class. They 
may also use incentives and sanctions to encourage appropriate 
parenting. Regarding school attendance, both Republican plans 
include sanctions for failure to attend schoOl; the Senate NO 
Republicans also allow States to reward those with good school 

attendance. 00 WE WANT TO PUT IN THESE COMPARISONS AS A ROUTINE 

PART OF OUR PRESENTATION? IF SO, DO WE ALSO WANT TO MENTION THE 

GROUPS THAT !lATE THEM? 


ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING 

Responsible parenting requires access to information and 'services 

designed to discourage early sexual behavior and to prevent 

pregnanacy. We propose: 


o 	 A national campaign against teen pregnancy~ The 

campaign would set national prevention goals and 

challenge the states to come up with school or community 

based plans to meet those goals. 


o 	 Increased funding for family planning services throygh 

Title X. A request for increased funding was included 

in the FY1995 budget submission. 


Issue: Family caps 

The issue is whether states should be allowed or>required to limit 
benefit increases when additional children are conceived by 
parents already on AFDC if the State ensures that parents have 
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access to family planning services. Non-welfare working families 
"do not receive a pay raise when they have an additional child. 
·even though the tax deduction and the EITe may increase (The tax 
deduction and EITC increase for the second child is worth $1241 at 
the $20,000 income level; the tax deduction is worth $686 at 
$60,000.) However, families on welfare receive additional support 
"( $684 in AFDC per year for the second child in the ~median state; 

. $1584 with food stamps) because their AFOC benefits increase 
~,-automatically to include the needs of an additional child. This· 
- option would reinforce parental responsibility by keeping AFDC 

(but ,!'lot food stamps) benefits ..constant when a child is ",conceived 
while-the parent is on welfare~ The message_of responsibility 
would be further strengthened by permitting the family to earn 
more or receive more in child support without penalty as a 
substitute fOr the automatic AFDC benefit increase under current 

••0 law. Both Republican plans have a provision to nit pay additional 
-AFDC for more children. Under the House Republican plan, states 

must pass legislation in order to pay additional-benefits to 
children. 

WE 	 NEED A COST ESTIMATE FOR THE SERVICES PART AND A SAVINGS 
ESTIMATE FOR THE FAMILY CAP, 

DEMONSTRATIONS OF PREVENTION APPROACHES THAT ENGAGE EVERY SECTOR 
OF THE SOCIETY IN PROMOTING RESPONSIBILITY 

Solely changing the welfare system is insufficient as a prevention 
strategy.' For the most partf the disturbing social trends that 
lead to welfare dependency are not caused by the welfare system 
but reflect a larger shift in societal mores and values. In very 
poor neighborhoods, teen pregnancy appears to part of a more 
general pattern of high rish behavior among youth. 

The basic issue in designing a broader prevention approach is to 
balance the magnitude of th~ problem with the paucity of proven 
approaches for dealing with it. Secause the problem is so 
compelling, it is tempting to propose substantial increases in 
spending on services and approaches to deal with it. ~ 

'Unfortunately, although there are numerous anecdotal reports on 
effective programs, none,of the rigorous evaluations of service­
based attempts to prevent teen pregnancy has shown demonstrated 
success, (I MEAN TO EXCLUDE FAMILY PLANNING. DOES THIS MAKE THE 
STATEMENT TRUE?) . 

We believe that large scale spending on unproven approaches would 
be irresponsible. There are two alternative approaches to a more 
modest approach: 

o 	 A capped entitlement or block grant allocated to the 
states for demonstrations that the states design and 
evaluated 

o 	 A strategic demonstration approach shaped at the 



national level. 

We believe that, because of the paucity of knowledge, an approach 
directed at the national level will be more productive. £U~ 
-~oaQh "'WOUld inolude tJu~ foll<miR<iJe­

~ 

at' 0 1 C ai s. We pro 05e~'that the sident lead a national 
campaign a9 inst teen preg ancy; which inv lves the me a, 

rganizations, urches and oth rs in a con rted effort 
to instil responsibility -and'shape beha ior ~ We als recommend 
working w t~ the Corpora ion on Nationa and Communi Service,to 
extend a ide variety 0 ~prevention-ori nted program~ employing 
volunte s--rather tha paid~ernployees -at the neighborhood and 
communi y level. 

Demonstrations. Early childbearing and other problem behaviors 

are interrelated and strongly influenced by the general life­
 • 

experience associated with po~~rty. Changing the circumstances 

which people live and consequently how they view themselves is 

needed to affect the decisions young people make in regard to 

their lives. To maximize effectiveness, any effort must address 

wide spectrum of areas including, among others, economic 

opportunity, safety, health and edUcation. particular emphasis 

must be paid to the prevention of adolescent pregnancy, through 

measures which include sex education, abstinence education, life 

skills education and contraceptive services. These interventions 

show great promise, but those efforts that combine education and 

services show the most promise. 


Comprehensive demonstration grants are proposed that would seek to 

change the environment in which youth live. These grants must be 

of sufficient size or Ucritical mass" to significantly improve the 

day to day experiences, decisions and behaviors of youth. They 


·would seek to change neighborhoods as well as directly support 
youth and families, particularly adolescent pregnancy prevention~ 
While models exist for this type of comprehensive effort, few have 
been rigorously evaluated# All demonstrations will include a 
strong evaluation component. 

SUPPORTING TWO-PARENT FAMILIES 

The Reinventing Government section includes prov~s10ns to end the 

current bias in the welfare system against two-parent families by:

1) eliminating the more stringent rules for tWo-parent families 

that exist in current la~; and 2) allowing states to provide 

benefits to two-parent families continuously, instead of limitin9 

provision of such benefits to 6 months. 



