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AFDIC - Ald to Families with Dependent Children program: The primary welfare program,
which provides cash 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 parents to their children and spouse or former spouse, 1o
locate absent parents, and to establish pateraity and support orders, States must provide child support
enforcement services 1o persons recelving AFDC, Meadicaid, and Title [V-E foster care benefits.

' CSEA ~ Child Suppert Enfircement 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.

CWEF ~ Community Werk Experience Program: This is 2 JOBS program activity which States
can, but are not required to, make available to J0BS participants. CWEP provides experience and
waining 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 Credif program: A tax credit that targets tax relief to working low-
income taxpayers with children, to provide relief from the Social Security payroll tax (FICA) and o
improve incentives to work.

FSP — Food Stamp Program: A national program designed primarily to increase the food
purchasing power of eligible low-income housebolds to 2 point where they can buy a nutritionally
adeguate, low-cost diet. Eligible households receive food stamp benefits oa a monthly basis in the
form of coupons that are accepted at most retail grocery stores.

JOBS ~ Job Opportunities and Basic Skills Training Program:  The work, education, and
training program far AFDC recipients. In & greatly expanded form, this program would be the
central focus of the Administration’s reformed system.

' JQBS—?rep:' The program proposed for persons not yet ahle 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 Hmit.

JY¥PA - Job Training Partaership Act program: The goal of this Depariment of Labor block gramt
program is to train or retrain and place eligible individualy in permanent, unsubsidized employment,
preferably in the private sector: Eligible individuals are primarily economically disadvantaged
individuals.

Healthy Start: Healthy Start is 2 demonstration project designed to reduce infant mortality by 50%
over 5 years in 15 1.8, communities with cxtremely high infant montality rates. Medical and social
service providers within the targeted communities work collaboratively to develop new and innovative
service delivery systems o meet the needs of pregnant women and infants.
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PIC — Privaie Indestry Councils: These Cauncxla 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. PICs are vesponsible for providing policy
guidance in partaership with local governments.

School-to-Work Initintive: The pending School-to-Work Opportunities Act of 1993 would provide
States and local communities with seed money lo develop and implement systems 1o help 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- based
learning, school-based ledming, and connecting activities.

Title X -~ Family Planning Services; 'I‘him grants are provided to State agencies for family
planning services including contraceptive services, infeatility services and special services to adoles-
cents.

Transitional Assistance Program: The Administration’s prcpcsesé two-year limit cash assistance
program for needy families with dependent children,

UIFSA — Uniform inierstate Family Support Act: A model law which, if adopted, would make
State laws uniform and simplify the processing of child support actions which mvolve parents who
tive in different States,

WIB — Workforce Investment Board: A body to be created at the Federal level which would be'
responsible for serving as a "Board of Directors™ for workforce davelopment programs in 2 labor
market. The Workforee Investment Board would provide policy oversight and strategic planning for
Department of Labor-funded and other training 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
fabor, public sector and community representation. The WIB is intended (0 subsume the Private
Industry Council at the tocal Jevel {aithough a PIC that met the criteria could hecome the Workforee
Investment Board).

WORK: The Administration’s proposed publicly-subsidized work program for persons who have
exhausted their two-year time limit without obtaining an unsubsidized private sector job.
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INTRODUCTION “
Everyone is frustrated with the welfare system. Welfare reform is designed to give people hack the

dignity and control that comas from work and independence. It is about reinforcing work and family
and opportunity and respansibility.

The current sysieén pays cash when people lack adequate means to provide for their farilies. We

propose a new vision aimed at heiping people regain the means of supporting themselves and at
hotding people sesponsible 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—borh parents-have responsibilities o suppont their children, It
gives people access to the training they need, but also expects work in retérn, ¥t lmits cash
assistance 1o two years, and then requires work, preferably in the private sector, but in community
service jobs if nécessary, Most impertantly, it requires changing the culture of welfare offices,
gatting them out of the check-writing business and into the training and job-placement husiness.

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

MAJOR THEMES
Transitional Assistance Followed by Work

+ - Eull participation, Everyone who receives cash support is expected to do something 1o help
themselves and their community. The requirement applies o those who are preparing
themselves for work, to those who are past the time §imit, and to those who are currently not
ready to work, Those who are unable $o work due to disability or other reasons will be

" expected 16 do something for themselves or their community, bat will not be subject to time
* limits until they are ready to engage in training, education or employment services,

gining ation ang employment seevices JBS programl. As so0p as people
begzn recewmg pubim ass:stance, they wz%i sxgn a pérsazza! responslbiizfy eonract and
develop an employabifity plan to move them into work as quickly as possible, Many
will get jobs quickly—in wesks or months—after assistance with job search and job
preparation. Others will spend time in education and training services as neadad.

The program will be ¢losely coordinated with existing mainstream education and
training programs inclading ITPA, School-to-Work and vocational education.

* Time limits, People who are able to work will be limited to two years of cash assis-
tance. Most people are expested to enter employment well before the 1wo years are
up. Extensions to complete an education program will be granted in 2 limited number
of cases.

0 gxha : 1h : ¢ program}: Those people
who are still unabie to find wﬂrk at ihe end of two years will be required to work in 8
private sector, community service or public sector job. These are intended (o be real,

-

¢
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work-for-wages jobs. The program will be designed to faver pnsubgidized work and
to ensure that subsidized jobs are short-term and non-displacing.

Making Work Pay

* Health carg reform,  An essential part of moviag people from welfare to work is ensuring that
working persons get health ;mzectm The current system keeps people from leaving welfare
for fear of losing thelr health insurance, .

ey

A o nent ¢ 0 5" T's STTC), The expanded EI’I‘C
makes it pms;b!e for 3ew wagc werkﬁfs to support tfzfszz‘ Families above g}{}vertv )
Efforts wi 1 be made to help families receive the EITC on a regular basis, ~

i : ing poor, In addition to ensuring chikd care for participants in
t?ze transmonai assistance pregram 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 10 enable them to remain in the
workforce and off welfare,

Parental Responsibility

. Child support enforcement, The child support enfarcement system will be
strengthened 1o ensure that awards are established in every case, that fair award levels

ate 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.

mothers will receive spemai case managemenz serv:ces azzﬁ wxi? be reqmred 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-parent familiss, We will provide better support for two-parent
families by eliminating or reducing the current bias in the welfare system in which two-patent
families gre subject to more stringent eligibility rules than single-parent families.

Reinvesniting Government Assistance

admmzs{razwe andreguiazorypmgram stmcturescf &?{}C and FooéSm;:s wlll be rede-
signed to simplify and coordinate rules and to encourage work, family formation and asset
accumylation,

* A performance-based system, In addition to inecentives 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 Jays 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~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.)

There are four particularly significant issues that need (o be resolved:

A The scale a;;é phasedin of the reformed welfure gfstem——Should we seek to bring ia all
persons quickly, or should we initially target our resources to sub-groups, such as new
applicants or the youngest third of the caseload?

o The structure and requirements of the WORK program for people whe have exceeded
the time Hmit—~After 4 person hils the time limit, should we mandate States to provide a job
which pays an hourly wage, or should we allow States 1o continue paying a welfare check
while requiring work a3 2 condition of receipt? How many hours of work should be
required? What methods should we use o minimize long-term participation in this work
prograsm?

* The level and focus of child care for the working poor—-What level of resources should we
devote 1o child care for the working poor? How should limited resources be targeied?

. Financing-~-What measures should be used to finance the welfare reform package? How
shauld the burden be shared batween States and the Federal government?

Financing is not discussed in this paper.

To provide a sense of the scale of.a program and the cost of particular elements, we have created &
hypothetical proposal, The actual 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 o thix
hypothetical baseline and indicate where different programmatic decisions would bave fed to a Jarger
or smaller program. The table which follows is provided only as a basis of discussion—-not as an
indication that policy decisions bave been made.



Note: Parentheses denote savings.

{5 1,008

TABLE 1.~-PRELIMINARY COSY ESTIMATES (FEDERAL AND S’Z‘A'{Eg
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL ruce Reed
{By fiscal year, in millions of dollars}
S-Yaar
1995 1996 1697 19968 19949 Fotsk
PARENTAL RESPONSIBILITY
Minar Mothers a (45 50} (503 503 (195
Comprehensiva Dernanstration Granis g 5 & 56 54 200
Two-Parent Provisions " : ] & 444 680 |, o948 2065
No Additional Benefits for Additional Children (385 {100y, (1) {140 (150 {535)
Child Suppon Enforcment ) o . .
Paternity Establishment (Net) 5 20 (116 {185) (215 (455)
Enforcement (Net (10) (20) (65) {60} (300 {493)
Computer Costs i85 a5 &5 160 160 488
Nun-Custodial Parent Provisions o 23 80 110 178 390
Access Girants and Prrenting Demonstrations 20 #5 36 30 30 133
Child Support Assueance Demonstrations 0 s 100 200 250 856
SUBTOTAL, CEBE a0 85 130 2865 BO 580
TRANSITIONAL ASSISTANCE FOLLOWED RY WORK
JOBS-Props 0 15 50 &0 70 195
Additional JOBSY Spending #] #ic 7He 920 1,000 2860
WORK Program ¢ 0 G 130 650 820
Additional Chitd Care for JOBS/WORK 4 190 830 745 800 2,488
Tranzitional Child Care g 70 et 280 360 2440
Enhancst Toon Gase Management 8] il 20 He 110 38
Econtmie Development & ¢ 100 00 100 300
Savirggs - Casslond Raduction 6 G {30) {60} {60} (o)
BUBTOTAL, JOBS/WORK 0 515 1,820 2,280 3.5 ?{?‘,88
MAKING WORK PAY
Woarking Foor Child Care & 560 1000 1,500 2000 B a0
Advanee EITG g 0 0 G a 0
 GRAND TOTAL _ ‘ 3,280 4,575 6,025 14,880

Source: HHB/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB Ing have not baen
officially reviewed by OMB. The policies do not reprasent a consansus reécommendation of the Working Group co-chairs,

BEE APPENDIX FOR ENONOTES TO TARLE
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K&CKGR{}W INFORMATION ON 'f’fiﬁ: AFDC PROGRAM

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

AFDC Program under Curvent Law

The Aid to Families with Dependent Children (AFDC) program was enacted as Title TV of the Soeial
Security Act of 1935, Its primary goal is to provide cash assistance to children in need of economic
support due to the death, contisued absence o incapacity of the primary wage eafner (typically the
child’s father), AFDC( provided benefits to 3 monthly average of 4.8 million families {13.6 million
persens) in fiscal year 1992, This includes 322,000 families in the AFDC-Unemployed Parents
{AFDC-UP) program. The total AFDC caseload represents 5.0 percent of the total resident US,
population, Two-thirds (9.2 million) of AFDIC recipients each month are children,

AFDC benefits totaled $22.2 billion in 1952. Total AFDC monthly benefits averaged $388 per.
month, per family, but benefits vary widely acrogs States. In January 1993, the maximum monthly
AFDC benefit for a family of three with no countable income ranged from $120 in Mississippito
$923 in Alaska. In real dollars, the averags monthly benefit per AFDC family has declined from
$644 in 1970 to $3ER in 1992, 3 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 $10.0 billion was paid by the States. Total administrative costs,
shared equally between the Federal government and the States, were $2.7 bilbion in 1992, Overall,
the Federal government pays roughly 55 percent of toal AFDC benefit.costs and 50 percent of
administrative cosis,

The Family Support Act of 1988 created the Job Opportunities and Basic Skills (JOBS) program to
provide sducation, training, and employment-related services 10 AFDC recipients to promote self-
sufficiency. To the extent resources are availzble, afl non-exempt recipients are required to
participate in JOBS activities. Exemption categories include most children, those who are employed
30 or more hours 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 ¢hild; or caring for an ilf or
incapacitated family member, Federal matching to States for JOBS program costg is availsble as a
capped entitlement limited to $1.1 billion in fiscal year 1994, The matching rates vary between 50
percent and 90 percent, depending on the type of costs being reimbursed.

Mast AYDC families are eligible for and panticipate in the food stamp program, which provides an
important in-kind supplement 1o cash assistance. While participation rates varted among States, 86.2
percent of AFDC households also received food stamp benefits in fiscal year 1992. ' AFDC bensfits
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 wha leave AFDC due to Increased earnings of
hours of work are eligible for one year of transitional Medicaid coverage.
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Welfare Dynamics snd Characterisiws

It is extremely common for women to iea?e the welfare roils very soon afier they begin a spell of
welfare receipt. More than baif of all welfare recipients leave the welfare rolis within their first vear
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 53 percent have left the welfare rollz. However, many of those who have
left welfare cyele back on. Within the first year after leaving the welfare rolls, 435 percent return;
almost two-thirds retura by the end of three years. By the end of seven vears, more than three-
quarters of those who bave left the-welfare systom have returned af some point.  Almost half of all
spells of wetfare end when & recipient becomes employed; other reasons for leaving AFDC include
marriage and children growing up. Aboul 44 percent of women who ever use welfare are shori-<term
users, about one-third are episodic users and one-quarter are long-term users. Using data from 1968
through 1989, the average time spent on welfars was 6.2 years.

While the number of AFDC recipients remained refatively constant between 1975 and 1988, AFDC
vaseloads rose sharply during the early 19905, The monthly average of 13.6 million recipients in
1992 represented a 2.1 million increase since 1990. ﬂce&rdzzsg 10 a recent Congressional Budget
Office study, the pnmary reasons for the sharp increase in the AFDC caseload between fate 1989 and
1992 are the geowth in the aumber of female-headed familias, especially those headed by women who
Baver married, the recession and the weak economy,

The vast majority of AFDC families are headed by a single female.  Among single femute-headed
AFDC households, the proportion of AFDC mothers who have never been married has significantly
increased, although the proportion of divorced AFDC mothers still remaing gizable. The AFDC
caseload is racially and ethaically diverse.  Thirty-nine percent of AFDC family caseheads are
African-American, 38.1 percent are white, 17.4 percent are Hispanic, 2.8 percent are Asian, 1.3
percent are Native American, and 1.6 percent are of another race or ethnicity.

The average AFDC family is small. In 1991, 72.3 percent of AFDC families had 2 or fewer
children, and 42.2 percent had only one child. Only 2 small proportion of AFDC famities ~ 10,1
percent — have four or more children, The average family size of an AFDC family has also become
smaller over time, from 4.0 in 196010 2.9 in 1992, Over two-thirds of AFDC recipiems are
children. In 1991, almost one-half of AFDC children were undear six years of age; 24,8 percent were
under age 3, and 21.4 percent were between ages 3 and 5. One-third (32.6) of AFDC children wete
aged 6 1o 11, and 21.4 percent were age 12 or over.

Over balf of AFDC mothers began their receipt of AFDC as teenagers; however, AFDC cases with
teenage mothers {i.e., under age 20) make up only a small fraction of the AFDC caseload at any one
time. In 1992, 8.1 percent of the AFD cazeload was headed by a teenage mather, Almost half of

" AFDC mothers (47.2 percent} were in their twenties, a third (32.6 percent} were in their thirties, and
12.1 percent were in their forties.

e



Bruce Reed
AZSHNEENTIAL DRAFT-For Discussion Only
'
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 fo one focused on work, opportuaity, and
responsibifity. The proposal calls for replacing the AFDC 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 , ' Co

-

Full Parficipation. Everyone who wishes 10 receive cash support would be expected to do
something to help thenselves and their community.  Recipients would sign a personal
responsibility contract indicating exactly what was expectad of them and the government,
Most would go immediately imto the JOBS program. A limited number of persons who are
not yet in & position to work or train (because of disability or the need tn care for an infant or
disabled child} wouild be assigned to a JOBS-Prep program until they are ready for the time-
limited JOBS program. Everyone has something to contribute. Everyone has a responsibility
to move toward work and indepsndence.

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 piacement
services to AFDIC recipients. The JOBS program would be revamped. Every aspect of the
new program wosid emphasize paid work. Recipients and agency workers will, as uader
current law, design an employability plan. One option would be to require ail persons
applying for assistance 1o engage in supervised job search from the date of application. For
those who need it, the JOBS program will help recipients gain access to the education and
training services they need to find an appropriate job, Recipients who wilifully fail to comply
with their JOBS program employability plan will be sanctioned. The tiew effort will seek
close coordination with the JTPA program and other mainstream training programs and
sducational vesources. .Central 10 this welfare reform effort is tecognition of the nesd to
support workers who have recently left weifare 1o help them keep their jobs,

Time Limits. Persons able 10 work would generally be limited to two years of cash
assistance. While two years would be the maximum period for the receipt 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 # 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 Hont woudd be a lifetime fiont, but persons who leave welfare could
potentially ¢arn back tirme on assistance for time spent off welfare.

Work {ihe WORK progras). The new effort would be designed o help as many people as
possible find employment before reaching the two-year time Hmit, Those persons who are not
able to find employment within two years would be required to take a job in the WORK pro-
gram. WORK program jobs would include subsidized private sector jobs, as well #s positions
with local not-for-profit organizations and public sector positions. The positions are intended
to be short-term, last-resort jobs, designed neither to displace existing workers, nor to serve

10
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as substitutes for unsubsidized private sector employment, The primary emphasis of the
WORK program will be on securing private sector employment.

Key elements of the new program are described in greater detail in addenda on JOBS and WE)RK at
the end of this section,

Changing what happens in welfare offices will require significant changes in what is measured and
rewarded. The Federal povernment will create strong financial incentives finked to long-term job
plagement and will seek 10 minimize the number of people who reach (he two-year limit. Hltimately
the best time-limited welfare system is one in which nobody hits the Hmit:hecause everyone is
working before that point.

KEY QUESTIONS

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

. and phas How quickly should the reforms be phased in and who should be
iargeted initially

. JOBS-Prep rulgs. Who should be assigned to the JOBS-Prep program because they are not
able to work or are needed at home? How many persons should States be adlowed w0 place in
the JOBS-Prap program?

* I0RBS extensions. Who should be granted extensions of the two-year | me Hmit? What limits,

if any, should be put on the number of extensions allowed?

. Work-for-Wages versus Work-for-Welfarg.  Should States be required 1o provide jobs, paying
wages, (0 those in the WORK program? Would States be allowed to use CWEP placemeats
for alf or part of the WORK slots?

. Part-time versus full-time work expectations. Should persons working part-time while on

welfare be subject 10 time limits? How many hours should WORK participants be required to
work? Should States be allowed or required to supplement WORK earnings in a work-for-
wages program? :

1 god Wi Al . What can be done (o keep the duration of
WORK partzm;zatm shart and to move pwpte into unsubsidized work? Should the EITC be
denied to WORK program participants? Should any panticular WORK placement be limited
0 12 months? Should the total time people are allowed to spend in the WORK program be
limited?

Foeus nad Phase-dn
The ultimate distribution of persons amang the various elements of the program (JOBS-Prep, JOBS

and W(}RK} depends on policy decisions, As a starting point, consider what would happen if we
chase to undertake the extremely ambitious task of beginning the program full-scale in 1997, Mast

1

| #]
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States 'will nead at least 2 years to pass implementing legisiation and get the program up and running,
This would entail requiring sveryone on welfare in 1997 and 2!l those who apply suhsequenty to
meet the new requirements. The JOBS program, which now serves an average of 800,000 persons
monthly, would have to expand o almost 2.7 million participants in 1997, By the year 2000, about
1.0 miltion WORK slots might be needed for persons who had reached the two-year time limit.

It is very uniikely that States could implement the new program so rapidly. Even if resources were
plentiful, procesding so swiftly to full-scale implementation would almost guarantee enormous
administrative difficulties at the Staie 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
meantigful services to JOBS participants. Ao effective JOBS program is essential to moving people
from welifare to work and to transforming the culture of welfare offices.  Accordingly, it is erigical
that States, a5 part of the welfare reform effort, be able 1o focus on building such a JOBS program.

Phasing in the program gradually, starting with a subset of recipients, clearly seems & preferable
approach. There are 3 number of different strategies for 2 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 initially for people who enter
the welfare system in the future, rather than for those who entered earlier, under a different set of

. expectations. Such 2 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 would face no time
limit for several yeass, as long as she remained on assistance, Meanwhile, another mother of the
same age, with the same number of children, who had been married or haé worked to stay off
weifare but suddenly found herself in need of support would be subject 10 time fimits. Applying the
time limits to re-applicants also creates very perverse incentives o stay on welfure. 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 1o phase-in by State. The costs to the Federal Government during 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 magsive 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 actual and potential welfare reciplents that arg the source of greatest
concern. They are also the group for which there is probably the greatest bope of making a profound
difference, Younger recipients are likely 10 have the jongest stays on weifare, in part because they

are at the beginning of their spells. Under this approach, we would devate energy and new resources
to end welfare for the next gencration, rather thay spreading efforts so thin that lttle real help is
provided to anyone,

One method of focusing on younger recipients would be to place all persons born in 1973 or later
(under 25 in 1997) int the wansitional support system,  All 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 welfare caseload, since the fraction of those on
assistance who were born'in 1973 or later would rise with each year. As of 1997, the new rules
would 2pply to everyone under age 25. Ten years later, everyone under age 35 would be in this new
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transitional support stiructure.  For this age cohornt and 4l younger cohorts fallowing, the welfare
system would be transformed.  Note thut such 2 plan would not contempiate any reduction in existing
education and training services for older recipients. They would still be elfigible for JOBS services.
But the new resources would be focused on young people. This plan would call for 2 reassessment
five years after enactment, to determine whether we are successfully implementing the program for
the vounger generation and can accelerate it to phase in older recipients.

The aumber of persons served under such a strategy is shown on the table on the next page. In 1997,
the first year of implementation, everyone in the program would be either working, in JOBS- }’rep, or
in the JOBS program. There would be no one in the WORK program until 1998, when persons’
would begin to reach the two-year Hmit, Note thal 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 period of time and consequently would not be affected by the time Himit. Others would
cycle on and off weifare and so would accunnilate 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 will choose to wark while on welfare
and others who would not have left without these changes will leave altogether, -

The projected costs of focusing on this target group are shown on in the introduction. Clearly,
phasing in a larger group would increase these costs, while targeting a smaller group would decrease
them. A decision to forus on young people initially in no way preciudes adding ail or part of the
older coborts to the program at 3 later time.  For example, States counld have the option 1o phase in
the program more quickly.

The JGB&?}:ep Program

Any policy where work is required and time-linits imposed must take account of differences in
preopie’s ability to woek, People who are permanently disabled and thus unable 10 work for at feast
one year should in theory be covered under the Supplemental Security Income (3S81) Program. But
some disabilities and most illnesses, even severe ones, last less than a year. Many other people suffer
from partial disabilities that Hmit their ability to work. Sometimes 4 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-to-day challenges of parenting and survival in what are often highly stressful environments.

One solution would be simply to exempt persons facing such obstacles to employment from
participation requirements, as is the case under current Iaw, Having large numbers of exemptions,
however, may serve as an obstacle to changing the culture of welfare offices. Moreover, defervals
are not necessarily beneficial 1o those who receive them. Advocates for persons with disabilities often
complain that current programs send both explicit and subtle messages that persons with disabilities
garnot and should not work, and thus cannot really contributz to themselves or thetr communitics,
Sdill, for many persons, immediate work or training may not be appropriate.
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PROJECTED CASELOADS UNDER A HYPOTHETICAL PROPOSAL,
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1972

Bruce Reed

FY 1997

FY 1999

FY 2004

Projected Adult Cases With Parent
Born After 1972 Without Reform

1.20 million .

1.67 million

2.90 million

Off welfare with Reform
{(Health reform after 1999, EITC,
Child Care, JOBS, WORK, etc.)

.03 million

L

.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 | T4 million | .89 million 87 million
WORK Participants .00 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

Notes:

.13 million

.16 million

.24 million

Numbers assume modest behavioral effects that increase over time. These behavioral effects include
a 50 percent 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 health

reform.

The hyp'olhetical proposal assumes the policy will be implemented in all States by Federal law byl
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. Al persons in this phase would be expected to do something b contribute to
themselves and their community, but they would not be subject 10 the time limit until they were ready
to enter the JOBS program. We have drawn heavily on this formulation in designing the new JORBS.
Prep program, which would provide services intended 1o prepare persons for entry into the JOBS
program.

Naming the program JOBS-Prep establishes the expectation that eventually many, if not most, psople”
“in this category will be able 1o join the regular JOBS program. But who should be placed in JOBS-.
Prep status? Virtually everyons seems (o agree that persons of advanced age (over 60), those with
severe disabitities or those who are caring for 2 severely disabled child should be assigned © the
JOBS-Prep program. But the question of how far along the continuum of disability the line should be
drawn is a difficuit ene,

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 Family Support Act cxempts mothers with children ander the age of 3 from participation in the
JOBS program. States have the option of requiring participation of mothers with children aver the
age of 1 if they choose to do so.  Eight States currently choose this stricter option,  Five other States
require mothers of children over 2 to participate, x

Obviously, the more people who are placed in the JOBS-Prep program and consequently not vat
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 years or over, case head has a severe disability or s caring for z child
with a severe disability.
8 percent in JOBS-Prep

Option B: Case head is 60 years or over, case head has a dissbilily which Hmits work, or s 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 2 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 thme consistent with the Family i.aave Act,

25 percent in JOBS-Prep

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

58 percent in JOBS-Prep

Except for the shorter time limits for children conceived while the mother was recelving assistance,

Option D is essentially the strategy used in the Family Support Act, though States are currently
permitted to elect Option C {as noted above, only eight have done s0). 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 hypothetical proposal.

It is easy to determine the age of youngest child, but difficult to define disability, illness or the need
10 care for a relative for purposes of assignment to JOBS-Prep as oppoesed to JOBS. Rather than st
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
caseload which can be placed in JOBS-Prep for reasons other than the age of the youngest child, and
provide guidance as to the other criteria for assignment to the JOBS-Prep program. The hypothetical
plan estimates assume that States can place all mothers of children under age 1 and, in addition, up to
15 percent of the wtal wuﬁz caseload in JORS-Prep,

JOBS Exfensions

A related, but conceptually distinct question i3 that of extensions. Not all persons will be able to
complete the neaded sducation or training programs within two years. For example, some individuals
with learning disabilities may not be able to obtain 2 high school degree or a GED within a two-year
period. Other persons may be envolied in post-secondary education, such as a four-year college
degree program, which requires more than two years to complete. Some programs, including school
to~work programs, invelve both a period 1o finish high school and an additional year or more of
postgraduate training,

- There seems to be Hule disagreement that persons who are making satisfactory progress toward
attaining a high school degree or completing 3 GED, school-to-work or similar program should be
granted extensions 1o attain their degrees or complete theic programs. Extension policy should also
be sensitive ta 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 GED 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 pot return 10
welfare. Pushing people into low-wage positions which do not bring the family up ¢ the puverty 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 high school graduates obtain & bachelor's degree, and that among welfare
recipients the fraction is much Jower. They question whether it is fair o use welfare benefits to help
support persons who are gelting four-year 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 who receive cash
asgistance would actually have greater access {0 economic support for higher education than persons
who did not become single parents. A partial résolution to this dilemma may emerge if part-lime
work fulfills the work obligation. In those circumstances, persons working part time and attending
school part time would continue 1 be sligible for some supplemental cash support in most States.
Another option would be to let States apply for waivers to aliow extensjons for college,
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As with the issue of assignments to JOBS-Prep, the Working Group may want to recommend that the
number of extensions be capped at a fixed percentage of the caseload. The current proposal allows
States to grant extensions to persons for attaining 2 high school diploma or GED or for completing a
school-to-work or other appropriate education or training program, as well as 1o persons facing a
tanguage barrier or other serious obstacle to employment.  States could also opt to use extensions for
persons in post-secondary aducstion, especially persons in work-study programs,

We believe that setting the cap at 10 percent of the JOBS program vaseload 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 o the State plan if ¢ could demonstrate that its 7

caseload is very different from that in the nation as a2 whole or if # had developed an alternative
program which is structured in such a way that adiditional extensions are reqguired.

Work-for-Wages Versus Work-for-Welfare

Unguestionably 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 focus on
muking work pay, collecting ¢hild support, and creating a first-rate education, training and placement
program in order © keep the mumber of persons reaching the time limit to a minimum. In addition,
afl persons approaching the two-year Hmit will be required 1o engage in 2 period of intensive job
search. Despite these efforts, some persons will hit the time Hmit without finding a job on their own,
and work opportunitics must be provided for them,

The first and most visible chaice in the WORK program involves work-for-wages versus work-for-
welfare. Under a work-for-wages plan, the State or tocality is required to offer 2 work opportusity to
persons who have reached the time limit. Heurs and wages are set by the State or locality, Persons
receive 3 paycheck for hours worked. [If the person does not work, ke or she does not get paid. In
principle, persons are wage earners rather than recipients. In a work-for-welfare plan, the person
continues to receive a welfare check but is required to work at a designated community service job as
a condition of eligibility for cash benefits, Persons who fail to report for work or who perform
poorly can have their welfare benefits reduced, 50 long as the State can establish that there was no
good cause for their sbsence or poor performance. In effect, under a work-for-welfare plan, WORK
program participants remain recipients, but they have additional obligations.

There seems o be considerable agfeemcm on the strong appeal of 2 work-for-wages model, The
structure i§ seen as providing a traditional work opportunity with the dignity and the responsibilitics
of a standard work place. Persons would receive wages rather than & welfare check.

= The major question 0 be resofved is whether States should be permitied 1o opt for a work-for-welfare
model if they choose to do so. I the decision is made to allow States to elect a work-for-welfare
model, the Administration’s plan could have provisions {o encourage States, through Gnancial
incentives and technical assistance, to adopt a work-for-wages model.

Those who argue for allaiving States the choice cite two major concerns: implementation and
recipien: protecrion. A work-for-wages progeam of this magnitude for this population has not been
implemented previously. =
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- Under 2 work-for-wages structure, communities would have to establish a sysiem for linking WORK
participants with the private sector, as well as with the not-for-profit and public sectors. They would
need o determine how and by what method 0 pay organizations who employ WORK participants. In
addition, they would 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 sick? 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? We have limited
real experience to draw.on in addressing these concerns,

While a work-for-wages model has not been tested on this scale, work-for-welfare has been tried in
vatious forms by many States. The payment struciure is easy—-participants get 2 welfare check.
Dispute resolution is handled within the same sanctioning and appeal structure used for other disputes
concerning cash benefits, States still have to find work sites, but protection for workers s less of 2
prabiem, 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. Sach a test would never be met if 8 child were sick or transportation
broke down. Though few penple like the existing work-for-welfare programs {usually called
Comounity Work Experience Program, CWEP), and evidence regarding their impact on employment
and earnings is not encouraging, work-for-welfare is g known entity. A number of other welfare
-reform plans call for CWEP after two years of transitional 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 and philosophy of the reform plan. They view the implementation
problems in work-for-wages as difficult, but surmountable, especially if the program initially focuses
on younger recipients, Ay discussed below, States would be given enormous flexibility in deciding
bow to implement 3 work-for-wages model. Moreover, under the phase-in strategy recommended
above, the number of work slots would grow gradually, due to the targeting of young parents, giving
Statex the time they need (o design and Implement new systemns. The scale, rather than the structure,
of the WORK program may be the primary concern for States,

Work-for-welfare sends adverse messages o recipients, prospective employers, and the public.
CWEP slots are not generally perceived as “real jobs.” CWEP participants in arguably one of the
Best run programs (n San Diegod 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 through CWEP
subsequently fare better in the work place than peaple who were just on welfare. Employers will
probably never sse CWEP experience as serious work experience. No regular job pays its employees
regardless of when and whether they show up unless the employer can peove the person did not stay
out for good cause. Placements are virtually never in the private sector, nor are they likely to be.
Wark-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. ¢ work-for-wages policy note that such a model would distinguish the Administration’s

plan from other proposals and serve 10 define and delingate our 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
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on their own contrasts sharply with a plan which calls for people 10 work off their welfare check after
two years.

The Working Group may want to recommend a very flexible work-for-wages program, with
considerable State and local discretion in the opsration of the program, Many of the details would be
. quite consciously left to States and local communities, who kmw their own needs and circunstances,
including Iabor market conditions, best.

Part-time versus Full-time Work Expectations
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 who has
reached the time limit and is working in a low-wage job, either 8 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 standard in the State?

One option is to allow families in which one member is working pact<time (20 hours per week in an
unsubsidized job} to continue to collect cash assistance, Under 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 is WORK positions or in unsubsidized jobs could collect cash
henefits if otherwise eligible, Also, part-time work would meet the JOBS participation requirement.

This approach has several advamtages. Pari-time work may be the most reasonable standard for single
parents, especially those with young children.  All working parenis face significant burdens in dealing
with schoot schedules, child care, sick children, doctor visits and the fike, Though the vast majority
of married mothers work, only about 1/3 work full-time all year, and they have help from their
spouse. Given that at present only 8 percent of adolt AFDC recipients presantly work at 2l in a
given month, getting people to work parttime may be seen as a major accomplishment., Mareover,
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 the time limit), It could be both expensive and counterproductive 1o take people who
bave reached the time limit and are working part-time out of their unsubsidized work to place them in
fuil-time subsidized WORK slots. .

The current cost estimates assume that part-time work stops the time-ineit clock, and conseguently
more people choose to work pant-time in vasubsidized employment than are doing so now. If part-
time work does not stop the clock, the number of WORK positions needed might well be higher,
because persons who would work part-time while on assistance might give up their unsubsidized work
10 obtain education and training within the two-year window.

Finally, some argu;s that since full-time work would always be much more financially rewarding than

part-time work, persons would already have every incentive 10 work full-time rather than part-time,
Part-time workers would generally be poor, even with their supplemental benefits.
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A second option is 10 end cash assistance entirely at the end of two years and require participation in Wlhf e

the WORK program, even for the working poor who might stilf qualify in some States. People in e g0

WORK slots or unsubsidized part-time work would not be eligible for supplementary benefits, It A

would encourage people to become self-sufficient, with the help of the EITC, child care and health

carc—rather than coptinuing to rely on welfare indefinitely, It would seem more equitable to single

parents who are working full-tiine 10 support thelr children without the benefit of welfare, It might

afso be less costly in the long run than the first option,

A third alternative would be to stop the time-limit clock during part-time work only if the parent bad 3 At o\

a young child, on the grouads that these are the parents most likely to enconnter difficulties working Ayn {pn?

full-time as well as those for whom child care is likely 1o be the most expensive, ‘

Finally, a fourth aiternative could be to leave the decisinn to the Btates, whether (o stop the clock for w gt

persons working part tfme. m P wf‘r.f
L oM e,

b~ ke
‘ e l«'-; ’.,m;,.,w"'};d
Related to the treatment of part-time work is the key question of how 1o set the number of hours )

expected of par{:c:pams in the WORK program. An obvious strategy i 1o calculate the required
hours of work in the program by dividing the cash welfars 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 cash benefits by the minimum wage vields a very low level of required
work. In Mississippi, for example, a mother with two children would be required to work just 10
hours per week -~ hardiy a substantial work experience. Oune solution (oonsistent only with the work-
for-wages model) is simply to set 2 minimum number of hours. I some states, this would mean that
WORK participants would have more income than people receiving cash assistance only. Another
solution (consistent only with the wark-for-welfare model} is o include in the formula the value of

food stamps in addition to cash benefits. Some would argue that &t is unfair to require people 1o work |

off non-cash benefits, and this eoncern is intensified by the fact that this would ocour in some states
but not in others,

By contrast, in high-benefit states 3 different set of issues arises. In these states dividing cash benefits
by the minimum wage yields a very high level of required work ~ more than 35 hours per week.

The greater the aumber 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 cash
benefits were provided, people earning minimum wage in WORK positions would actually be worse
off than people receiving cash assistance only. _

Because the issues in seiting the number of hours vary depending on each state’s level of benefits, the
Working Group may want 10 recommend giving States flexibility to determine work hours within a
reasonable range —- say, 13 w0 35 hours per week, States would also have flexibility to decide
whether to provide supplemental cash benefits to WORK participants. They coutd use whatever
formulas or criteria they choose, provided that they ensure that (1) WORK participants raceive at least

minimum wage, and (2) WORK participams’are better off than people receiving cash assistance oni)f,
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WORK program jobs are not intended to serve as 2 substitute for or displace private sector
placements. Rather, they are designed to provide temporary, last-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 could become prohibitively large. Indeed, the ultimate goal of the
WORK program is to place peeple into unsubsidized work,

There are various ways in which 3 WORK program can be designed in order 1o discourage or prevent
extendud participation. These include the following provisions: fimiting the duration of each
individual WORK assigament, requiring frequent job search, denying the EITC to WORK program
participants and placing Hmits on the total length of time people are allowed to spend in WORK '
assignmenis.

‘I‘here is hzﬁe dtsagraemea{ thiat mé;vzduai W{}RK piacemw% ezxght to be limited in durmzcn 1o
perhaps 12 months. This Limit is designed to prevent participants from becomeing attached 10
particular subsidized jobs. OF course, there would be strong encouragement to and incentives for
employers to hire WORK participants &s unsubsidized employees before or at the end of the 12
months. Before and after each WORK assignment, job search would be required.

‘ BPenving the EITC 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 privale sector position
pays better than a WORK job. Though there are vacious mechanisms for accomplishing this, one of
the easiest is to deny the EITC for money earned in the subsidized WORK assignments.  Since
WORK slots are already subsidized, it could be argued that it would not be appropriate to offer the
additional subsidy of the ETTC. There would be some administeative complexity to treating earnings
received while & WORK participant differently from other earings.

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 limits on the duration of WORK assignments, frequent
job search and the possibitity of promotion will {ead people to move toward private work without the
need for special "penalties™ for WORK workers,

Orhers argue that without such a requirement, the WORK program witl not truly be z fast resort for
those unable to find unsubsidized jobs.

D

R ) et er. Both JOBS and WORK program participants
wauld be reqmred to acccpt any offer of an unsubszdized iob, 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 te administer and potentiatly unfatr, especially if the EVTC is denied 1o WORK
workers.

Limiting the total time people can be in the WORK program. Another way to Hmit 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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guaranieed 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 entitiement that may become as unpopular as welfare is now.,

A second argument involves the best 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 twe years prior to that, resources, including WORK positions, m:ght be better focused
on other recipients.

The biggest probdem with Hiniting the duration of WORK participstion is deciding what to do when
individuals hit such 2 WORK nme limit. One strategy would be to have individual evaluations for

. those who reach the WORK time limit to ducide whether they should be returned to JOBS-Prep, have
their welfare benefits reduced if they are job ready, or be classified as permanently deferred. Such a
strategy would ensure that WORK slots were presseved for those first reaching the time limit. One .
need 0ot require States to Hmit WORK assignments; one might only provide the flexibility to do so.
Other welfare reform proposals allow States 10 terminate or reduce public ascistance after 3 years in
CWEP.

Opponents argus Hiat there is no Justification or Hmiting participation in the WORK program,
especially if WORK participants are denied the EITC. If all the provisions listed above for Emntmg
the fength of WORK IimBing provisions were sdopted, anyone stiil eligible for 3 WORK assignment
after, say, 2 or 3 years would bave successfully met all WORK requirements in several different
placements, been thraugh 3 or 4 intensive searches for unsubsidized employment, not refused any
private sector job offer and would be seeking 3 WORK assignment even though any private sector job
.opportunity would pay 40 percent more and probably offer a better future.

QOpponents of WORK time Hmits argue that such people would most tikely 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 likely cause their
incomes to fall sharply, potentially putting the family at serious risk of homelessness or other crises.
. Wirtually 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 longor eligible for the WORK program, we would be placed in the position of
denying support 10 persons who had demonstrated a willingness to work. Finally, there is the
guestion of what would happen to people who had exhausted both their JOBS support and WORK
suppert, succeeded in finding work, but fost 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 for the budger, Since it will iikely take States two years to
begin implementing the program, even a strict two-year Himit 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
continuousty for four years, in most cases it would not have any effect for seven or eight years.
Eventually, however, such Hmits on WORK could have a'significant impact. Unfortunately, we have
no information on the extent to which exiended stays in the WORK program will be a problem, noy
any understanding of what would be the reasons for such extended stays. The issue could be revisited
in later years if extended spells in WORK became a 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 Development 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 to $10,000 for savings accounts designated for speut‘ c
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 [DA,
including both the individual’s share and the matching dollars, could only 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 access 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 two-year job search, education, training and job placement program designed to help
- welfare recipients secure employment and achieve seif-sufficiency. While individuals are in JOBS,
they will be ellglble for cash assistance. Following is the recommended expanded program design,

aﬂ ministration. 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. :

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

Activities. 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.

Pagticipation 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 rwelfare system,

- -

JOBS-Prep. Recipients 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 i#i or severely disabled children,
Persons assigned to the JOBS-Prep program would not be subject to a time limit unless and until ey
" entered the JOBS program. The percentage of the caseload that States could piace in the JORS -Prep
program will be limited,

Exiensions. States will be permitted to grant a limited number of extensions of the time limit for
completion of education or training programs and in other appropriate circumstances. It is proposed

that States be aliowed to extend a maximum of 10 percent of their caseload at any one time. Under
special circumstances, States could be permitted 0 excesd the cap on extensions,

.
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ADDENDUM: WORK-FOR-WAGES PROGRAM DESIGN

The following are key policy elements and the initial recommended design. Elements with an *
conszin controversial policy questions:

Administration. States would be required to develop 8 WORK plan for joint approval by the
Secretaries of HHS and Labor. States would be required to have 2 WORK advisory panel with
membership from labor, business snd community organizations. To be resolvad. membership and
links to Private Industry Councils (PICs) and Workforce Investment Boards {W IHs) The advisory
panel would havc 10 approve the WORK plan,

Funding. For mh WORK piscement, States would receive a flat amount for administrative costs and
would be reimbursed for wages paid (hours times wage) according 10 a specified set of matching
rules, Federal matching rates would significantly decline the longer the persosn stayed in the WORK
program a5 a further mncentive for States to move people into unsubgidized work. Additional monies
or a higher match might be available 1o 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 crganizations,
State and tocal government agencies, and other organizations to accept or place WORXK participants in
exchange for payments from the government. Private sector placesnents would require that at least
some partion of the wage be paid by the employer.

In addition, a2 major effort would be undertaken with State and Federal government agencies to find
job placements through existing initiatives and program expansions such as child cars, Head Start
centers, housing rehabilitation projects, Empowerment Zones, and many others,

Nationa! 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 mumber of Nationad Service
Placements. In addition, National Service workers could be used to help work with and supervise
WORK participants in community service activitiss,

* Displacement. Language (o be deveioped with National Service non-dispiacement language serving
as the base, :

* Hours. Hours would be set by the State~a minimuom of 135 hours and 2 maximum of 35 hours,
. Btates would be free to use whaigver criteria they choose in deciding upon hours 50 Iong a5 each hour
of work was paid, X

States could choose to offer anything from part-time to full-time work. If the WORK job paid less
than the family would bave received in cash benefits (before reaching the time limit) the State would
be required to pay a supplement (see below). Requiring full-lime work would be considerably more
expensive, more than doubling the cost of the WORK program and complicating the job creation
problem considerably. Particslarly for mothers with young children, full-time work may not be
deemed appropriate or practical by the local community. an
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Wages sonditic refits. WORK astignments would have fo pay at least the
htg}zer of the Federazi and any State or I{mai minimum wage, dbut States and localities could choose to
set a higher wage rate in specific cases. An argument can be made that on the grounds of equity,
total compensation (including any subsidized child care and other benefits) paid to individuals in
WORK assignments would have 10 be similar to the compensation paid w other workers in the same
fob (taking experience and skills into account). 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 in

which 2 new organization or establishment was being formed to employ WORK participants,
Workers compensation coverage would be pmmded -either through the employer or by another
method. FICA taxes would be paid, with, again, the exact mecham&m to be developed. Unemploy-
ment insurance payments, however, would not be required. -

Supplamental support. If expected WORK program earnings et of work expeases were less than
would have been received by a non-working family on cash assistance, the State would be reguired (o
pay the difference as a supplemental beneflt. Note that such s supplemental benefit would never be
higher than the supplement that would be paid under transitional assistance for someone with the same
eartsings in a private sector job.

featmg earningy fro er government benefits, For purposas of
dexemzznmg ahgxbzizty and benefits for csz%zer gﬂvcrnmem pmgrams the foiiewmg rules would apply:

~. For purposes of calculating food stamp, housing and other benefits, wages paid under the

WORK program would be treated &s earnings. Benefits would be calculated on a 3-month
prospective basis under the assumption that the person were going to work the full number of
hours assigned. No increases in food stamps or supplemental benefits would occur if the
person did not work the required hours, provided he or she did not have good cause (.2, a
serious illness) for the misssd work.

. Earnings received under the WORK program would not be eligible for the ETTC and would
not be included in adjusted gross income for tax purposes, This provision is designed o
gnsure that private unsobsidized work would always be significantly more attractive than
WORK.

WORK sio{s are des:gned m be temporary, avaiiabte only whezz peaptc really cazmoz find prwate
sector work, Each individual placement would be limited to no more than 12 months as a subsidized
placement and would have o be preceded and followed by a period of intensive job search, I the
emnployer agread fo take the person on as an unsubsidized worker, the individual would be considered
out of the WORK grogram,

eaure: eptan tor i . WORK program participants would hc
req;z;wé to aceept any unszzbszdlzed job aff‘er or be demed a WORK job for several momths, Afler
two refusals, the person might be permanently denied access o a4 WORK assigament,

Teacking of 1 _ etention records.  States would be required.to maintain records on the
rate at which wo&x workcrs are retained by their WORK employers or placed in unsubsidized jobs
by placement services. States would be expested to give preference for contracting with the WORK
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program to the employm and placemem services with the best performance. At a future date, the
Secretary of HHS may impose retention or placement standards,

eturn; - ep, Persons who became temporarily ill or faced a major new impadiment to
mz’k eonld seek o be re~evaluated and placed.in the JOBS-Prep program until such time as the State
deemed them ready to work. P&zs&m in this status would count against the limit on JOBS-Prep
placements., - -

* Insufficient WORK slots. In cases where there are insufficient WORK slots, first prefessace would
20 1o people just reaching the time limit, States would be required (o pay ongoing cash benefiis to
persons who were not placed in WORK assignments, and States would be velmbursed for such
benefits at a significantly reduced match, The reduced match might be waived in periods of high
focal unemployment.
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MAKING WORK PAY/CHILD CARE

BUILDING BLOCKS: EITC AND HEALTH CARE REFORM

A crucial companent 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 of
the three major components of making work pay. Last summer’s $21 billion expansion of the Earnext
Income Tax Credit (EITC) was a major step toward making it possible for low-wage workers to

support themselves and thelr families abave poverty. When fully implemented, it will have the effect ©
of making a $4.23 per hour job pay nearly $6.00 per hour for a parent with two or more children,

The welfare reform proposal will include provisions to make sure the EITC can be delivered on a
regular, advance-payment basis throughout the year.

+ o

The next critical step is ensuring that all Americans have health insurance coverage. Many recipionts
are trapped on welfare by their inability 1o find or keep jobs with health benefits that provide the
security they need.  And too often, poor, non-working families on welfare have berter health coverage
than poor, working families. The Pregident's health care reform plan will provide universal access 1o
health care, ensuring that no one will have to fear losing health coverage and choose welfare instesd

of work 10 ensure that their children have health insurance. Both the EITC expansion and health care
reform will help support workers a5 they leave welfare to maintain their independence and self-
sufficiency.

The key missing component for making work pay I8 subsidized child care. In ordec for families,
. especially single-parent families, to be able to work and prepare themselves for work, they nead care
for their children. In addition to ensuring child care for participants in the transitiona] 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 ahout child care in the context of welfare reform:
s How much subsidized child care should be made avallable, and for whom?
* What investments and/or requirements should be put in place 1o improve the guatity of
child care and the coordination of child care programs funded under different
mechanisms?
" ISSUE: HOW MUCH CHILD CARE AND FOR WHOM?
" There are three categories of low-income families with child care needs that we ought to congider:

» Families in JOBS, working part-time, or in WORK

. Families in a transition period, having just worked their way off assistance or the .
WORK program - e
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. Families working without having ever been on welfare or working beyond a transition
perind.

All thres cmgorzes frave legitimate ziatms on child care sabszézes Families who are required o

. participate in JOBS are currently guaranteed child care, and rightly so. People who are working bt
still on welfare have their child care subsidized through disregards in their AFDC and food stamp
benefits, and sometimes 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 2 condition of receiving continued support, they are working at the
minimum wage, and they are not receiving the BEITC. The proposal would guarantee thell' child care,
just as it is guaranteed for JOBS and AFDC participants.

Under current law, people who move off wellare and are working are guaranteed subsidized child
care for a year in order o ease the transition. We propose to conthnue that guarantee for pmwzpm
in the transitional assistance program who move into private sector work.

It is hard 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 subsidics than people 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 identical except for the fact that the first family is or has been on
weifare,

The crucial issue to be decided is the size and shape of a child care subsidy program for the working
poor. This program should almost certainly be designed as & capped sntitiement. There are three
bagic options, which reflect different overall levels of resources and different targeting steategies. -

Capped Entitlement: Full-Service Level

If we genuinely want to make work pay, to make work more attractive than welfare, and 10 maintxin
equity between thoge who have and have not been on welfare, it is important that child 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 child care subsidy o all working poor families
who need it, with a reasonable ceiling on cost per child. The cost of such 2 full-service entitfement is
estimated to be between $2 and $3 billion per year of net new Faderal and State spending.

This estimate is very uncertain, Because it is based on current usage, it does not reflect potential
changes in work behavior and child care choices that might result i new subsidies were available,
The estimate may, therefore, underestimate actual costs. On the other hand, experience to date
suggests that actual child care usage is often much lower than planners pradict; based on this
sxperience, the estimate could be too high. Because of the great uncertainty of the estimates of
providing subsidized child care for the working poor, however, it seems unwise at this point 1o
establish an uncapped entitlement which could potentially become quite expensive.

-~

The logical altzenative is a capped entittement set at a level that reflects available respurces. Capping
the entitlement guarantees that spending will not exceed the specifisd limit,
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We suggest 2 funding level at less than full service in order to reflect available resources, The
proposal is for $2.0 billion in 1999, with a five-year cost of $5.0 billion, This is less than our
estimates for full service, and therefore, requires some method of allocation,

Allocating & Capped Entitlement: State Discrefion

The most obvious way of structuring-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 ©
use the funds for services to families as they see fit. This approach should work very well if the
funds are set at the full-service level. . At a lower funding Tevel, however, a problem arises because
the funds may not meet actual demand, .and criteria for determmmg which families to serve are
difficult o set.  Child care subsidies tend, therefore, 1o be distributed inequitably, often on the basis
of a first-come, first-served strategy that cannot address relative need.

Allocating a Capped Enatitlement: Targefed

An alternative would-be a targeted capped entittement, Because'it.would be capped, speading levels
would be controlled.  But if it were targeted to a population sub-group, and set at 2 level that was
estimatex] to be sufficient to serve that sub-group, the allocation problem of the full-service, capped
entitiement could be slieviated, The question, therefore, s whether there is a sub-group that could be
targeted that makes sms programmatically and that cauld be served with a reasonable resource
atlocation.

One possibility is to target young families, along the same lines and for the same reasons that we are
targeting young AFDC applicards 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 WORK 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 vlder 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 million per
year. -Qur suggested funding level would, therefore, be sufficient to serve all young families and 3
partion of older families.

QUALITY AND COORDINATION ISSUES

The issue of guality versus quantity in child care has 2 long and contentious history. At one extreme
are those who argue that child care subsidies should only be available for care that meets Federaliy-
defined quality standards, that professional group care should be preferred over informal care, and
that rates should he set in such a way that expensive care is not only eligible for subsidy but is
encouraged. At the other sxtreme are those who argue that child care subsidies should be available
for any kind of care that the parent can find, with 2 strong preference for inexpensive and informal
care.
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Head Start

Fortunately, some agreements and accommodations in the Head Start program have been emerging

that can guide an approach to child care. Nearly everyone agrees that Head Start, with it high

guality comprehensive approach to ¢hild development, should be the preferred service for'as many
three- and four-year-olds as possibie, with supplemental child care a5 needed, This Administration’s
commitment 1o expanding Head Start, and t0 developing more full-day and full-ysar-Head Start slotg,
will ensure that.as many as 1,000,000 low-income children in 1999 will be served by Head Stan. -

-

Parental Choice und State Oversight —

Recent child care legistation has been based on the consensus that for other child care arrangements,
parents should have nearly unlimited choice, constrained only by State regulations and by tminimum
health and safety standards. The general principle is that providers who receive subsidies should meet
State Hoensing or registration standards and thai parents should be informed about their child care
choices. Providers that are exempt from State regulatory standards (most Ststes 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
premiso safety and minimum health and safety training of providers.

Investments in Quality and Supply

A third point of general agreement is that some funds cught 16 be available for investmentis in child
care quality and supply. We propose seting 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 assistance
1o providers; and enhancements to compensation for providers. We also propose 1o 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 siots for people moving off welfare.

Rates

In general, States pay subsidies for child care equaf to actual cost, up to some maximum. This
maximum should be set in 4 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 ¢hild care
subsidized through the AFDC child care disregard was set at $175 per month in 1988 (for children
age 3 and older), This level needs to be raised to reflect current market conditions and defined in
such & way that it can vary automatically over time and possibly reflect geographical differences in
prices.

Program Coordination.

Finally, there is agreament that child care programs and funding streams should be designed 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 rules, procedures and sutomated
systerns. Because of fiscal and political difficulties full consolidation is very difficult 10 achieve;
nonetheless, full coordination ought to be an important goal,

32



Bruce Reed
MW&& DRAFT--For Discussion Only ‘

PROMOTING PARENTAL RESPONSIBILITY
AND PREVENTING TEEN PREGNANCY

The best way to end welfare dependency is 1o eliminate the need for welfare in the first place. High
rates of female-headed family formation and the stanilingly high poverty rates of those families lie

- behind our large and growing welfare rolls. Wo are approaching the point when one out of every
three babies in America will be born to an unwed mother, and the majority of these will receive

. welfare at some point. Births 10 school-age unwed mothers are an especially enduring tragedy. Too
many children are not receiving financial support from both their parents. This wo contributes to
rates of welfare receipt that are much higher than we would like,

Concern over the dramatic increases in out-of-wediock births has led some commentators 1o advocate
izrgeiy punitive solutions. The most extreme of thess would cut off welfare for unwed mothers, a

*cure” that might well have disastrous effects on the children of these mothers, increase the need for
spending on foster care and orphanages, and potentially ingrease the number of abortions.

We believe that the best prevention strategy is one that focuses on parental responsibility and provides
opportunities for exercising it, sug}piememed by increased family planning efforts and demonstrations
of service programs aimed at preveating teen pregnancy, We believe that very clear and consistent
messages about f;areszthmd and the ensuing responsibilities which will be enforced, hold the best
chance of encouraging young people to think sbout the conseguences of their actions and defer -
parenthood. A boy who sees his brother reguirad to pay 17 percent of his income in child support for
18 years may think twice sbout becoming a father, A girl who knows that young motherhood will
not relieve her of obligations to live 3t bome and go to school may prefer other choiges,

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

Along with responsibility, though, we must éappon opportunity. Telling youag people to be
responsible will-not be effective unless we also provide them the means o exercise responsibility and
the hope that playiog by the rules will fead to a better life. Both our child support proposals and our
transitional assistance proposals are designed to offer opportunity to work and prepare for work, and
are built on the experience of sffective programs. However, the ksowledge base for developing
effective programs that prevent too-early parenthood is much less solid. Our strategy, therefore,

~ehacizes trying many approaches and learning about which are most effective.

oach hag five components:
. Child support enforcement
. Responsibilities of school-age parents

* Responsible family planning
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o Learning from comprehensive prevention approaches
4 Supporting two-parent families.
CHILD SUPPORT ENFORCEMENY

A strengthened approach to child support enforcement holds both parents responsible for supporting
children. It makes clear to fathers, as well as to mothers, that parenthood brings with it elear
obligations, and that these obligations will be enforced, with serious and predictable consequences.
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 Cuse

Our goal is to establish paternity for all out-of-wedlock births. This would be accomplished by
offering States performance-based incentives for all paternities established, whether or not the mother
is curvently on welfare, expanding the in-hospital paternity establishment provisions enacted as part of
OBRA 1993, and expanding education and outreach efforis to stress that having a child i5 3 twoe
parent responsibility.

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

The responsibility for paternity establishment would be clearly delinsated. Mothers would be
reguired to cooperate in establishing paternity 23 2 condition of receipt of welfare. This strict
covperation requirement would require the mother to provide both the name of the father and
informaticn sufficient to verify the identity of the person named. (Good cause exceptions would be
granted only under marrow circumstances.) In turn, the States would have a clear responsibility to
establish paternity when the mother has fully cooperated, We propose that the States be held fully
responsible for the cost of benefits paid to mothers who have conperated fully but for whom paternity
has not been established within a strictly defined time frame,

While the proposal is very tough and strict in its approach o paternity establishment, it does not:
punish mothers who cooperate fully. Applicants must meer 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 5uate 1o establish paternity. In contrast, some have proposed that
the mother must have paternity estabdished prior to receipt of benefits. 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 patersity established. She could be denied benefits for 2 long time
through no fault of her owa, _

Ensure Fair Award Levels

The proposal would establish 2 National Guidelines Commission 10 study and report 10 Congrast on
the adequacy of award levels, the variability of award levels and the desirability of national
guidelines,

The proposal would also require universal, periodic updating of awards so that all awards would
. closely reflect the current sbility of the noncustodial parent to pay support. States must establish
simplified administrative procaxdurss to update the awards.

In addition, present child support distribution rules would be changed 10 strengthen famities and assist
families making the transition from welfare to work.

Colect Awards that are Owed

The proposal seeks to develop a child support system for the 21st century.  Afl States must maintain a
central vegistry and centralized coliection and disbursement capability.  States must be abie 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 measures using mass case-
processing techniques. A higher Federal match rate would be provided to implement new
tachnalogies. »

To improve collections in interstate cases, a Federal Child Su]’:)porz Enforcement Clearingbouse would
be created to track parents across State lines. This would include 2 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 accass to IRS income and asget information would be
expanded.

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

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

k3
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Issuer Child Support Enforeement and Assurance (CSEA)

For children to achieve real econamic security and to avoid the need for welfare, they ultimately need
support from both parents. The proposals described abave are designed to collect as much money
from absent parents as possible. But what happens whes littie or no money is collected from the
noncustodial parent either because the child support enforcement system is ineffective, or because the
absent parent is ungble 1o contribute much due o fow earnings? In those circumstances, a child
support enforcement and assurance system would guarantee that the custodial parent gets some
assured Jevel of child support, even when colfections from the noncustodial parent fall below that
level. Thus, single parents with a child support award in place could count on some level of child
support which, since the benefit is not income-tested, they could then use to supplement their
earnings. Numerous State and national reform commissions (including the National {ommission 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 10 work. If single parents can count on some child support,
usually from the noncustodial parent, but from the assured child support payment if the noncustodial
parent faiis to pay, then they can build & reliable combination of their own earnings plus child
support. This approach would offer single parents real economic security. CSEA is not unlike
unemployment insurance for intact families. When an absent parent becomes unemploysd or cannot
pay child support, the child stili has some protection. And since CSEA i not income-tested, there
are nio reporting requirements, no welfare offices, no benefit offsets and no weifare stigma,
Proponents also suggest that CSEA benefits be subtracted dollar for dollar from welfare payments,
especiaily in high-benefit States. Thus, a woman on weifare iz no better off with CSEA. But if she
goes to work, she can count on her child support payments; thus, the rewards from working rise
considerably, Essentially, all of the net new costs of 2 CSEA protection program would go for
supporting custodial parents who are off welfare and working. Proponents also argue that if CSEA
protection is provided only 10 people who have a child support award in place, women will have
much more incentive W cooperate in the identification and focation of the noncustodial father, singe
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 o their children.
States might also experiment with tying the assured payment to work or {o participation in 2 training
program by the noncustodial parem and with other incentives 10 encourage noncustodial parents (o
pay child suppors. \

Opponents worry t!xa: CSEA wauid ditute the pressure to actually coliect child support and would
increase incentives to form single-parent families. If mothers can count on the money regardiess of
whether the State actually coliects the amount owed, less effort may be put into collections. . States
may choose not to try o increase collections, especially if the Federal goverament is paymg for
CSEA. There is algo a danger that CSEA would be seen as welfare by another name, since it is 2
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 level of support even
if they fail to pay. g

f
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Issue: Enhancing Responsibifity and Opportunity for Noncustodial Parents

Under the present system, the needs, concerns and responsibilities of noncustodial parents are often
ignored. The system needs 1o 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 live only with one parent would
be enhanced if emotionsl and financial support ware peovided by both of thelr parenis,

Ultimately, the system’s expectations of mothers and fathers should be paraliel, Whatever Is expecied
of the mother should be expected of the father, and whatever education and training opportunities are :
provided 1o custodial parents, similar epporhunities should be available o noncustodial parents who p
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 emaotional support,

Much needs to be learned about noncustodial parents, partly because we have focused relatively Httle
attertion on this population in the past, and we know less about what types of programs would work.
* We propose the following approaches:

A portion of JOBS and WORK program

fundmg wau?ﬁ b resenreé for irammg, w{}rk readmess educational remedintion and mandatory work
programs for noncustodial parents of AFDC recipient children who cannot pay child support due (o
unemployment, vndetemployment or other employability problems.  In addition, States may have an
option for mandatory work programs for noncustodial parests, States would have considerable
flexibility to design their own programs,

ants f ams. We propose grants to States for programs which reinforce
the émmbzhzy for chtidren o have c:o:ztwmd access 10 and visitation by both parents, These
programs include mediation {both voluntary and mandatory), counseling, education, development of
parenting plans, visitation enforcement ineluding monitoring, supervision and neutral drop-off and
pick-up, and development of guidelines 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 responsible parenting, including the importance of paternity establishment and
sconomic security for children and the development of parenting skills,

&

RESPONSIBILITIES OF SCHOOIL~AGE PARENTS

The program of transitional aszistance followed by work that was outlined earlier 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 parents secking government assistance would be
expected fo prepare for and go to work. Like the child support provisions, the obligations inherent in
the program send a clear message about the consequences of parenthood, ensuring that weifare receipt
does not releass either parent from their responsibilities 1o work and support their children,
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Minor mothers, those under age 18, have gpecial needs and deserve special consideration, They are a
relatively small part of the caseload st any point in time, but 3 disproportionate contributor 10 long-
tecin dependency. We have four proposals that affect minor and school-ige parents:

*

Minor. mothers live at home, We propose reguiring that minor parents Hve in 3 household
with a respansable adult, preferably a parent (with certain exceptions, such as when the minor
parent is married or if there is 2 danger of abuse to the minor pafent). Current AFDC rules
permit minor mothers 10 be "adult caretakers™ of their own childeen, We believe that having
a child does not change the fact that minor mothers need nurturing and supervision
themselves, and they would be considered children—not as heads of household. Under curreml

‘Taw, Siates do have the option of requiring minor mothers to reside in their parents’

househald (with certain exceptions), but only five have included this | irt their State plans. This
proposal would make that option a requirement for all States.

Mentoring by older welfare mothers. We propase 1o allow States to utilize older welfare

mothers to mentor at-risk school-age parents as part of their community service assignment.
This model could be especially effective in reaching younger recipients because of the
credibility, 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.

argeting ge parenis ’;&r’e would ensure that gvery school-age parent or pregnant
tee:zzagsr whe is on or appize& for weifare enrolls in the JOBS program, continues their
extucation, and is put on 2 track to self-sufficiency, Every school-age parent {male or female,
case head or not) would be required to participate in JOBS from the moment the pregnancy of
paternity is established. Al JOBS rules pertaining to personal responsibility contracts,
employability plans, and participation would apply to teen parents, We propose to require
case management and special services, including family planning counseling, for these teens,

Siate options for behavioral incentives, We propose to give States the option to use monetary .
incentives combinad with sanctions as inducemenis 10 remain in-school or GED class. They
may also use incentives and sanctions to encourage panticipation in appropriate parenting
activities,

ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING

Responsible parenting requires access o information and services designed to discourage early sexusal
behavior and prevent pregnancy. We propose the following:

3 on 2 ¢ . Wﬁ prop()sc that the Administration lead a
naz:{mai cam;aazgn agamst iesn pragnmcy, involving the madia, community organizations,
churches and others in a concerted effort to change perceptions. The campaign would set
national prevention goals and eizaiieage the States to come up with school or community based
plans 1o meet those goals,
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sase : o fa 2 Service (. Responsible family planning
requ ires that famil y pianmng services be avaz%a‘b?e for those who need them. A resqquest for
increased funding for Title X was included in the FY 1995 budget submission.

Issue: Family Caps

The issue is whether States should be allowed or required fo limit benefit increases when additional
children are conceived 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, familiss on
welfare receive additional support because their AFDC benefits increase automatically to include the
needs of-an additional child,

Proponents of family caps argue hat they 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 0 eam more or
receive more in child support without penalty as a substifute for the avtomatic AFDC 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 children. Opponents also 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 has an additional child.
{The tax deduction and EITC increase for the second child is worth $1,241 at the $20,000 income
level; the tax deduction is worth $686 at $60,000. AFDC benefits increase 3684 per year for the
second child in the median State; including food stamps increases benefits by $1,384.)

LEARNING FROM PREVENTION APPROACHES THAT PROMOTE RESPONSIBILITY

Solely changing the welfare systern is insufficient as a prevention strategy. For the most part, the
disturbing social trends that lead o 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 initiatives that aim to improve the opportunities available to
young people and 1o provide alternatives to high-risk behavior. The School-to-Work initiative, for
example, would provide opportunities for young people 10 combine school with work experience and
on-the-job training, as 2 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 Iike these are almed at raising aspirations among young people who might
otherwise hecome parents too early,

In addirion, we ought to direct some attention specifically to preventing teen pregnancy. The basic
issue in designing a prevention approach is to balance the magnitude of the problem with the pancity
of proven approaches for dealing with it. We nead a strategic approach that develops and funds some
substantial demonstration programs, and evaluvates them for their potential © be more broadly
effective,

39



B Reed
mxmémg, DRAFT-For Discussion Ozﬁy e

Demgnstrations. Early childbearing and other problem behaviors are tmerreiawd and Si{{}ﬁgiy
influenced by the general life-experience associated with poverty. Changing the circumsiances in
which people live, and conssquently how they view themselves, is needed fo affect the decisions
young people make in regard to their lives. To maximize effectiveness, interventions should address
a wide spectrum of areas including, among athers, economic oppartunity, safety, health and
education, Particular emphasis mast be placed on the prevention of adolescent pregnancy, through
measures which include sex education, abstinence education, Jife skills education and contraceptive
services. Comprehensive community based interventions show great pmmtse especially those efforts
that include education.

We propose comprehensive demonstration grants 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” 1o significantly improve the day-to-day experiences, decisions and
behaviors of youth. They would seek 10 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 ¢ffort, few have bean rigorously evaluated. We propose a systematic
strategy to learn from variations in different types of approaches. Al demonstrations would include 4
strong evaluation component,

SUPPORTING TWO-PARENT FAMILIES

Ideas under consideration for Reinventing Government Assistance include provisions to end or reduce
" 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 law; and 2) requiring States to provide
benefits to two-parent families continuously, instead of Lmiting provision of such benefits o 6
months. Allowing two-parent families to receive the same benefits that single parents receive should
encourage families to stay together, remove disincentives for parents to marry and send a strong
message about the value of both parents.
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APPENDIX: ENDNOTES TO TABLE }

Two-Parent Esiimates

f. The costs for eliminating the special eligibility requirements for two-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 empi{}yed by

. Mathematica Policy Research, Inc.

s e

Child Support Enforcement Estimates e _
I. The costs for the noncustodial parent provisions are 10 percent of the JOBS and WORK
program Cosis,

Caseload Numbers and JC;BS and WORK Estimates

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

i Adult recipients {including 1een custodial parents) born after 1972 are subjedt to the Hime limit
beginning in October 1596 (FY 1997}, The cost estimates assume about one third of the
Siates, representing 40 percent of the caseload, will implement the policy a year eaclier than
required, Thig follows the pattern of State implementation under the Family Support Aat.
IOBS spending on ather portions of the caseload would continue as per current law.

2. Non-parental caretaker relatives are not subject 10 the new rules and are not phased-in,

3, Parents who have a ¢hild under one {or under 3 months, if conceived after the mnitial welfare
receipt), are caring for a severely disabled child, report a work limitation or who are 60 years
of age and clder 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. Cost per JOBS participant figures are taken from the FY 1993 JOBS data (adjusted for
inflation using the projected CPI).

6. The cost estimate assumes that alf non-deferred phased-in recipients are engaged in activities, *
We agsume that at a given point in time, 50 percent of the phased-in recipients are engaged in
agtivities which have cost. For recipients with extensions, it is assumed that everyone is
participating in 2 JORS activity which costs the program money,

7. The cost of developing and maintaining a WORK assignment is calculated using CWEP daia
from JOBS and from the welfare-to-work demonstrations of the 19805 (again, adjusted for
inflation using the projested CPI). Approximately 25,000 and 135,000 WORK siots would be
requiced in 1998 and 1999, respectively,
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The figures for JOBS participants and JUBS spending uoder current law are taken from the
baseling in the FY 1993 budget for the HHES Administration for Children and Families

The JOBS and WORK cost estimates do rot consider the potential impact of child support on
the size of the caselnad,

Teen Case Management and JOBS-Prep Cost Estimates

Tne case management cost estimate prasumes that at ful} implementation, enhanced case
managenient services would be provided to all teen parents under the age of 19 and recemng
assistance. The percentage of teea parents receiving comprehensive case management services
is predicted to rise from 78 percent in FY 1996 10-80 percent in FY 1997, 90 percent in FYs
1998 and 1999 and 10 100 percent in FY 2004,

The cost per teen figure for enhanced case management is drawn from Teen Parent
Demonstration data.  There is no data available on the current level of case management

expenditures in the JORS program. Consequently, the estimate employs, as a proxy for a

J10BS case management c0st per participant number, a figure caloulated using data from the
welfareto-work demonstrations of the 1980s (San Diego [ and Ba}ftimr}m Cprtiong).

The additional cost of comprehensive case management for teens is the difference between the
cost.of providing enhanced case management o {en parents under 19 and the cost of
delivering standard case management 1o the same population. The difference is roughly $560
per participant per year, in 1993 dollars,

The JOBS-Prep cost estimate presumes that JOBS-Prep services will be provided to 20 percent
of those in the JOBS-Prep program.  As States currently serve oaly 16 percent of the pone
exempt caseload in the FOBS program, it is plausibie to suppose that States will not serve a
significantly higher percentage of persons in the JOBS-Prep program, We do not kaow what
services States will provide during the YOBS-Prep program (candidazzs tnclude parenting skills

- classes, life skills tralnlng and substance abuse treatment), so arriving at a cost pat participant

figure for the program is difficuit.

For purposes of the estimate, we assume that States will not provide seevices such as
vocational rehabilitation in the JOBS-Prep program. JOBS-Prep services will consist
primarily of case management and referral to external service providers, Many persons in the
JOBS -Prep program have disabilities, although most mothers of children under one do not.

“.. The cost estimates assume that a falrly intensive level of case management would be required

for 3 small percentage of persons in this program,

The cost per JOBS-Prep participant figure represents a level of case management more
intensive than that in the current JOBS program but not a3 intensive as the level provided in
the Teen Parent Demonstration. The number.is arrived at by multiplying the Teen Parem
Demonatration case management figure by 75,
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These estimates reflect the child care costs associated with the phase-in assumptions described
above under JOBS and WORK,

This estimate is based upon baseline spending for the Head Start program and therefore does
not account for the additional children who will be served by Head Start when i expands.
This follows conventional CBO scoring rules.

- There is no sliding scale fee for services included in this estimate. e

p—

We assume that approximately w'percg;lt of all AFDC families pmicipating‘in JOBS and
WORK will use paid child care. ‘ \ L —

We assume that Transitional Child Care eligibles will have average wiilization rates of 40
percent, B

Our working poor estimate represents a phase-in of a capped entitlement 0 cover children
whose families are below 130 percent of poverty but do not receive AFDC. By 1999, we
will approach full implementation with $2 billion in net funding. We assume that there are
approximately § million non-AFDC children below 130 percent of poverty, 40 percent of
whom will potentially need child care because of thelr parents” work status, and that 40
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
casaload adopt a cap for benefits for new children. ‘

It is assumed that States would reduce the monthiy benefit by $63 for each child (after the
first} born while the mother was receiving AFDC. It is also assumed that States would have
little success igiﬁmifyizzg chi_ldren born on AFDC during previous spells of welfare receipt,

'Y . L
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February 25, 1994

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

~FROM: CAROL RASCO, BRUCE REED, AND KATHI WAY - - .

SUBJECT: Editorial Changes to February 24th Draft

Thank you for all your hard work this week in preparing a document for the Working
Crimagp meeting,

Picasc make the following editorial changes before handing out the issue paper
tomorrow,

INTRODUCTION

o. 1 r
Ist bullet: Delete "yet” in phrase “not yet ready 16 work”

2nd buller: Insert new first sentence: "People applying for assistance may be required
to go through supcrvised job search {irst,  As soon as people begin receiving... efe”

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

41h buller: Change “mounted” to "tested™.

p. 3 ) .
st bullet:  Rather than born sfter 1969, say "such as the youngest third of the
caseload” -

Table 1 - -
Source: This should read "HHS/ASPE Staff Recommendations. These estimates do
not represent a consensus recommendation of the Working Group chairs, and have not been

agreed to by OMB.”

[Note: We have our doubts ahout scveral of the line items listed, such as Jobs Prop,
Enhanced Teen Casc Management, and Transitional Child Care, We also belicve that the
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Child Support Assurance number is too high, and that any two-parent provigions will have to

be paid for as part of a Reinventing Government scction that nets out at zero. |

p. 0 '
2nd graph: The last three sentences (on cequity concerns) should be dropped, in favor

of the first two sentences from the following paragraph. Our phase~in is vulnerable to eqguity

criticisms, too —- and the reapplicant argument is much stronger anyway.

Sth graph:  Drop “however” in the third sentence. e
Replace "rescue” with “end welfare for”
p- 7 :
1st graph: Replace the sgntence “If we were able 1o .. with a sentence that says,
“This plan would call for a rsassessment five years after enactment, to determine whether we
arc successfully implementing the program for the younger generation and can accelerate 1t to
phasc in older recipients.” ' )

dth graph: Insert after the sentence "A decision 10 focus on L.." the following
scntence:  "For example, states could have the option to phase the program in more quickly.”

p. 8 -
2nd grapht Drop "The nomenclature of”

Option C & D We agreed on 3 months, not 4

poY
st graph: Insert sentence after recommendation of Option C that says, "This aption
would cut the number of excmptions by ncarly half from current law.”

Znd graph: Make clear that the 15% cap is part of the 25% estimate.

Last graph: Add sentence af the end of this graph that says, “Another option would be
to let states that want to allow extensions for college apply for a waiver to do s0.”

p. 10
1st ‘graph: We believe the cap should be 8%, not 10%, so that the overall loopholes
add up to 1/3. ’
Drop “TAP"

p. 11 - X .
3rd graph: Change "for no good reason™ to "without cause”

»

Sth graph: Drop the fragment "And no wonder.”

Ist graph: Drop the last three sentences about unions and advocates. Thix is not a



political momo.

Part-time vs. Full-time section: This whole background section is confusing and
redundant, and the arguments are loaded. It could casily be consolidated into a few
sentences. The 4 paragraphs in favor of part-time work and 2 paragraphs against 1t should be,
collapsed to say, “Those who belicve part-time work is sufficient argue that it is more
realistic for single parents with young children, {s a good stepping stone to full-time work,
and is the best we can expect from many recipients, Those who oppose this appreach argue
that the EITC, health reform, expanded child care, and welfare reform are supposed to help )
people become self-sufficient and get off welfare altogether, not let them colleet welfare
indefinitely if thoy are simply working pari-time.” ’

“po 13 ' -

Sth graph: Insert new senfcnce before last sentence which says, "Other alternatives £
include slowing down the time clock for part-time work, but nof stopping it {i.e., two months
of part-time work counts as one month against the limit), or changing the rules so that the
EITC is counted as income when calculating welfare benefits (which would make the EITC -
- pot welfare —— the major supplement for work, whether part—-time or full-time).

p. 14 :
Next to last graph: As written, the Pennsylvania cxample implics that there is _
something wrong or unrcasonablic about cxpecting someone te work 29 hours to receive 29
hours worth of wages. This example should be dropped or amended.

o 15 _
Last two full graphs: References to "unjons” and "advocates for the poor” should be
changed to read "Some argue..”

p. 1o .
2nd graph: The sentence after "The big problem...” should read "One strategy would
be to have individual cvaluations for those whe reach the WORK time limit to decide
whether they should be returned to JOBS-Prep tf they are not job~ready, or bave their
welfare benefits cut back considerably if they are job-ready.” :

p. 17 ’
3rd graph: Additional monics or 3 higher match "might” be made available (not
"would").

p. 19
Last sentence: "might be" waived {not "is" waived)

SOMEWHERE: “This scction needs a graph on sanctions,  OQur preference is the
- APWA recommendation for a 25% sanction on AFDC and Food Stamps.

p. 21 ; .
3rd full graph: Delete "substantially” from the phrase "substantiaily underestimated”.



'p, 27

+
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p. 24 .
2nd graph: Change "almost certainly™ to "potentially” increase the number of abortions
J

Last graph: Change "is cruclly hypocritical” 10 "will not work”

p. 25
Throughout: Change “Establish Awards in Every Case” to "Establish Paternity in
Every Case” ] -

The bl
® .

3rd graph: The last-sentence {"Finally proponents argue that if CSEA protection..."}
should be dropped, If our patermity cooperation requirement works as advertised, this &
argument docs not hold. -

4th graph: Insert “and increase incentives to form single-parent families™ at the end
of the first sentence.

p. 28 . .
3rd graph: Either drop the sentence about "New programs should be modest .. or
include it in the CSEA scction as well.

P28 .
' Minor mothers: insert "as a child, not head of household” after the phrase "with a

: " <
responsible adult’

School-age: No scﬁonbagc parent will be a casehead. Can a school-age parent be
“of any age™?) :

Last graph: The costs are “nominal" (not “trivial”)

p. 30
Family Caps: This page says the cost estimate is hased on 50% of the states and
caseload, but the footnote on p. 35 says the CBO figure is based on 33%.

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



INTRODUCTION

Evervone is frusirated with the welfare system. Welfare refornm
is designed to give people back the dignity and contrel that
comes from work and independence. It is about reinforcing work
and family and opportunity and responsibility.

The current welfare system provides meager cash support and a set
of rules and expectations focused Sn verifying eligibility rather
than on moving to self-suppori. We propose a 'new vision aimed at
helping people regain the means of supporting themselves and at
holding people responsible for themselves and their families.

The proposal emphasizes that work ig valued by making work pay.

It indicates that people should not have children until they are
able to support them.” It =zignals that parents«~bath parants-**
have responsibilities to suppoert thelr children. It gives people
access to the training they need, but alsc expects work in
return, It limits cash assistance to two years, and then
regquires work, praferably in the private gector, 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-placemant business.

Ultimataly, this plan reguires changing almost everything about
the way in which we provide support to $trqulzng families. To
achieve this v1sion, the plan hag four main elements.

MRIOR THEMES
Pransitional Assistance Followed by Work

« Full participation. Everyoene who receives ¢ash support is
expected to do something to help themseslves and their
community. The regquirement applies tc those who are
preparing themselves for work and to those who are curvently
not. ready to work. Those who ayre unable to work due to
disability or other reasons will be expected to do something
for themsslives or thelir community, but will not be subject
to time limits until they are ready to engage in training,

education or employment services.

« Training, education and emplovment services (the JOBS
programi . As soon as peopls begin receiving public
assistance, they will sign a personal responsibility
contract and develop an employability plan to move them
into work as guickly as possible., Many will get jobs
guickly-~~in weeks or months--after assistance with job
search and job preparation. “Others will spend time in
edusation and training services as needed. The progranm
will be cloesely coordinated with existing mainstream
education and training programs including current and




»

*

new labor departments programs {the Job Training
Partnership Act and the Workforge Security Act),

School-to~Work programs, vocational and post-gsecondary
education.

Time linmits. People who are able te work will be Ce
limited to two years of cash assistance. Most people

are expected to enter employment well before the two

years are up. Extensions to complete an education

program will be granted in a limited number of cases.

Work ' for those who exhaugt their time limit (the WORK .
program) . Those people who are still-unable to find
-work at the end of twe years will be reguired 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 Lo ensure that subsidized jobs are short-
term and non-displacing.

Making Workx Pay

»

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

Advance pavment of the Farned Income Tax Credit [EITC),
The expanded EITC makss it possible for low-wage
workers to support their families above poverty.
Efforts will bhe 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-
21 assistance program and for those who transition off
welfare, child care subsidies will be made avalilable 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 off welfare.
a2

Pavental Responsibility

* % The child support enforca-

ment systam will be strangthenad to ensure that awards

are established in every case, that fair award levels

are maintained and that awards that are owed are in

fact collected. Demonstrations of c¢hild support IR
assurance and of programs for noncustodial y&rents will

be conducted.

-
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+ Efforts aimed at minor mothers, responsib ble gaz;;x
glannxng and prevention., Minor mothers will receive
gpecial case management services and will be required
o live at home and stay in schoeol to receive income
support. Access to family planning will be ensured. A
strategy for inveasting in and learning from programs to
prevent ‘high-risk behavior and teen pregnancy will be

pursuad.
. Efforts to promote two-parent families. We.will provide

better support for two-parent . familjies 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 —..

3

+ Coordination, simplification and improved incentives in
incone support programs. The administrative and regulatory

program structures of AFDC and Food Stanps will be rede-
signed to simplify and goordinate rules and to encourage
work, famxly formation and asset accumulation. ‘

- : In addition to incentives
for cllents, 1ncent1ves will be designed to bring about
& systemic change in the culture of welfare offices
with an emphasis on work and performance.

POLICY IBBUEE TO BE REBOLVED

The attached paper lays out the maijor 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 feurth 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, s
they will not affect cost estimates or financing needs.}

The Welfare Reform Working Group met on Saturday PFebruary 26 and
discussed the issues that were indentified as the most important
in the paper. There are five particularly significant 5ets of
issues that need to be resclved:

The seale and phasze~in of the reformed welfars syatean
Should we seek Yo bring everyone on the caselcad into the riew
system guickly, 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 program would severely strain
the capacity of the system and would result in significant costs.

3



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
paople avoids any incentives to stay on welfare and any “rewards®
to having children and coming on welfare early. 1t alseo allows
for investments in families wheo have the most hope of being
helped.

The Working Group agreed that an initial foous on the
yaangest third of the caseload wag their preferred
phase-in strategy. - - -

Extensions to and exemptions from the time limit
should any qro&%@ of reciptents have the time limit extended?
Should any be exempted from the reguirements of the time limit? -

The issue of extensions arises because some recipients,
especially those with lanquage difficulties, education deficits
and no work experlenc& may not be able to approprxat&ly prepars
themselves for work in a two yvear period.

The Working Group agreed that a limited number of
extengions for such purposes as completing a high
school or job training program were appropriate. A
large majority of the Working Group agreed that
extensiong should not routinely be granted for the
purpose of completing a four yeary colliege program.

The issue of exenmptions from the time limit arises because not
all recipients are able to work, even if they are not severely
encugh disabled to gualify for SSI. A second type of exenption
issue arises because requiring participation from mothers of
infants or very young children may interfers with healthy child
davelopment and reguire substantial expenditures on infant day
care. Under current law, over half the caselcad, including
mothers of ¢hildran’&nder three, is exerpted from participation,

The Working Group agreed that ex@mptlcﬁg should be

. limited, and that participation in some activiies be
expectad even of those who are exempted. The Working
Group agreed that states should be permitted to exempt
up to a fiwxed percentage of the rvaselcad for disabili-
ties, care of a disabled child and other serius
barriers to work. -

The Working Group Spiitﬂavar the issue of whather
exemptions for mothers of infants should be for one
year {i.e., until the baby’s first birthday) or for
twelve wesks (Twelve weeks 1s the mandated leave time
in the Parental Leave Act.) Most merbers agreed on a



one year exemption for infants who were not cenceived

on welfare and a twelve wesk exemption for those

conceived on welfare, with a state option to lower the
' gxemption period to twelve weeks for all children.

The structure and regquiremants of the WORK program for peacople who
come to the time limit without having found unsubsidizesd work

Aftexr a person hits the time 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 asg
a condition of receipt? ®What methods should we uge to nminimize
long-ternm participation in this work program? How many hours of
work should be required?

work for wages versus work for wealfare. Baspite a focus on
getting everyone intn unsubsidized smployment as quickly as
possible, some people will hit the time limit without having
found work, After a period of dob search, the state may he
reguired to provide a subsidized or community service job for
some., One issue is whather gtates should be permitted to offer
"workfare" 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 an(éégéiigé)ox community service work. There is
general agreement th Sidized job slots will last for a
defined pericd of time, after which the person will again be
expacted to look for unsubsidized work. An issue arises around
what is expected o be a gsmall number of people who continue to
be unable to find unsubsidized employment. Some argue that they
. should be placed in community gervice glots for as long as they
need them. Others argue that this policy would lead to permanent
guaranteed jobs that might be expensive and perceived as simply
anather welfave program. Instead, people whe continue to he
unable to find employment might .return to a deferred status,
might have “heir welfare benefits reduced or might be cut off-
entirely. : .

The Working Group agreed that a serious reassessment
should be done .of everyone whe 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 he 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 whers

5
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jobs were not avallable for people who consclentiously
played by the rules and tried to find work, assistance

¥

would be continued through another job slot or a @ﬁ@;p‘ﬁ

workfare assignment.

The Working Group alsc 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 should not
be allowed to supplement the sarnings of thoge in fully
subsidized community service jobs. -

Work expectations: part time or full time. Two related
issues arise in thinking about 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 twe 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.about 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 allowingapenefit erTrsnmmd
5 work

receipt in these situations argue that getting someons

part time is a blg success and should be rewarded. Opponents
argue that continuing AFDC as a work supplement for long periocds
of time is counter to the basic philsophy of the new program,

The Working Group was split on this issue. Most
wenbers, however, were satisfied with a compromiss 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
pther part time workers.

A related issue arises around the number of hours of work that
states would be reguired to provide through subsidized oy
community service iobs, and around whether supplemental welfare
benefits should be paid if the required hours of work did not
ganerate pay at least as high as the welfare bensfits received by
non~working welfare recipients in the state. Because of wide
variations in state welfare benefit levels, the number of hours
of work at the minimum wage reguired 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 penefit levels. It is obviously hard
to structure a real job of eight or ten hours per week. At the
other extrems, it is unreasonable to require more than the
convention definition of full time work.

————
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The Working Group agreed that states could vary the
number of work hours they regquired, but that they could
go no lower than 15 nor higher than 35,

We assume that most states could and would reguire work hours
that would produce earnings roughly eguivalent to welfare
benefits; some states might do this by paying more than the
minipum wage. In the nmedian state this would be about 26 hours a
weeX at the ninimum wage for a family of three. Some higher
benefit states might choose, however, to structure joebs with
fewer hours, and some very high benefit states might choose not
©9 raise the wage to a level sufficient to pay the egquivalent 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 playing by the rules and-working, even if they have net
been able to find an unsubsidized job, should not be penalized by
recelving lower 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
previcus 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 child care for the working poor

What level of resocurces should we devote to ¢hild care for the
working peoxr? How should limited resources be targeted? i
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 refornm
effort. The Working Group also agrees, however, that
working poor c¢hild care should not be paid for by cuts
in programs for the very peor. There is a strategic
decision to be made, therefore, about the flnan51ng and
packaging of this aspect of welfare reform.

Parental responsibility and prevention

Should demonstrations’ of child support agsurance and progranms for
non~custodial parents be included in the welfare reform package?
Should states be allowed or required to reduce benefits for
children conceived on welfare?


http:option.to
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The Working Group agreed that demonstrations of both
Child Support Assurance and programs for non-custodial
parents should be included, but entﬁa&zaam for both af
them varied.

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

COBTHE AND PINANCING \
The attached paper does not include a discussion of financing
options. The Working Group recognized that decisions about the
overall welfare reform package that have serious cost impllica~
tions need to made in the context of available 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 discussionsg of the
costs of vaious policy cheices. The actual ¢ost of the progran
will differ depending on what decisions are made about the issues
jdentified 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 discussionw-
not as an indication that pelicy decisions have been made.
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Possible substitute for p. 12-13:
Mixing Work and Welfare

The transitional program focuses heavily on work. The
ultimate goal is self-sufficiency. At the end of two years
averyone is expected te leave welfare for work. But the-guestion
remaing: should someocne who Is working in.a low-wage job at the
end of two years, in elther a regular or a WORK job, still
receive a welfare supplement;, if they meet the eligzbillty
standards in their state?

One option ig 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..

children, attending a cammunity college or other training
oppertunity, etc. fecond, part-time work may be a stepping stone
to fuil«time work and bhetter paying Hdobs. Currently., only 8
percent of adult AFDC recipients work in a given month.
Encouraging more to work, sven part-~time, could be viewed as a
major accomplishment. Third, unless there Is supplementation in
high~benefit states, thoge states would either have to provide
fulivtima jobks in the WORX program or see participants face a
drop in thelr income. If we insisted that they provide full-tinme
jobs in order to hold pecple harmless, it wauld cost us more for
child care.

A second option is fo end welfare entirely at the end of two
years, even for the working poor who might still gualify in sone
states. This would end welfare for all and not just for some of
those able to work. It would eliminate continuation of the
current inequity in benefit levels across states. It would
gncourage pecple to become self-sufficient, with the help of the

"BITC, child care, and health care -~ rather than continuing to

rely on welfare indefinitely. Tt would seem more eguitable to
other families who are working full-time to support their
children without the kenefit of welfare. It would also be less
costly in ths long-run than cpticn one.

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

-4 final alternative would be to let the states make the
decision about whether to supplemant part- tlme work with welfare
at the end of two ysars.


http:supplement',.if

%By“m Vf’z}(

‘ .J{L"i) PIENS

confidential -

WELFARE REFORM ISSUE PAPER

February 24, 1994

e

{;l}&ﬂ. ﬁ;‘MQ |
(@%M L’v? (o
OV wﬁ?:ZI;sz ‘Qféiﬁé '

Dasr?



LOMNERENTINL DRAFT--For Diggussion Only
“fiod
February 24, {994

WELFARE REFORM ISSUE PAPER
INTRODUCTION

Everyone is frustrated with the welfare system, Welfare reform 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 fail to provide for their families. We propose a new vision aimed at
" helping people regain the means of supporting themselves and holding 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 until they are able to support them. i signals that
parents—both parents-have responsibitities 10 support their children. It gives people access to the
training they need, but also expects work in return. It fimits cash assistance to two years, then

_ requires work, preferably in the private sector, but in community service jobs if 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, geting
them out of the check-writing business and inte the (raining and job placement business,

Fundamentally, this plan is about giving pec:luple back the dignity and control that comes from work
and xwﬂa;)endam It is about reinforcing work aod family and nppcrwmty and responsibility. To
achieve this vision, the plan has four main elements:

Transitional Assistance Followed by Work

* H participation, Everyone who receives cash suppcsrt is expected to do something o help
themselves and their community. The requirsment appiies to those who are preparing
themselves for work, to those who are past the time limit and to those who are cutrently not
yet ready to work., Those who are unable to work due to disability or other reasons will not
be put into time-limited assistance unti they are ready.

' i . ] nen : ; praml, As $004 as people
bcgm wz:ewmg puhixc asmsmncc, they will sign a pezstmal rmponsxbzhzy sontract and
-develop an employability pian to move them into work as quickly as pussible. Many

will get jobs quickly after assigtance with job search and job preparation. Others will
spend time in education and teaining services as needed. The program will be closely
coordinated with existing mainstream education and {raining progeams including
JTPA, School-to-Work and vocgtional education.

. Time limits, People who are abie to work willha limited to two years of
cash assistance, Most people are expected to enférEmployment well before the two
yeats are up. Extensions to complete an edacation program will be granted in a
Fmited number of cases.

. Work for those who exhanst the e limit grami. Those people
who are still unabie o fi nd work 2t the end of two years wa! 1}3 quzamd 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 1o favor unsubsidized work and
o enstre that subsidized iohs are shori-term and non-displacing,




CONFBENTIAL DRAFT--For Discussion Only
- m

Making Weork f’ay

Health Reform, An essential part of moving people from welfare to wark is ensuring that
working persons get health protection.  The cureent systam keeps people from icavzzzg welfare
for fear of losing their health insurance,

Adyance p e B3 ¢ 13 ; 1), The expanded EITC
makas it p{;ssszble for iow—wage werkers to sappezz tizzur families above poverty.
Mechanizms wﬂi be put in place to ensure that families receive the EITC on 2 reguiar
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-income working families who have never been

< on welfare,

Parental Responsibility

. Child supnort enforcement. The child support enforcement system will be
strengthened to ensure that awards are egtablished io every case, that fair award levels
are maintained and that swards that are owed are in fact collected. Demonstrations of
ehild support assuranee and of programs for non-Cusiodial parents will be mounted.

» Efforte mimesd at minoe grs, responsible family nlanning sad orevention. Minor
mothers will receive special case management services and will be requirad 16 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 10 prevent high-risk
behavior and teen pregnancy will be developed,

. Efforts 10 Promote Two-Parent Famifies, We will provide better support for two-parent
families by eliminating the current bias in the welfare system in which two-parent families are
subject 10 more siringent eligibility rules than smgi&paxm’f families,

Reinventing Government Assistance

. Cuordmatlon simplification - Gport DLOsT
- administrative and regulatory program structures of AFDC and Foo:i Smmps wall be
redesigned to simplify and coordinate rules and to encourage work, family formation and
asset accumulation,

A _performance-base am, In addition to incentives for clients, incentives for the
syswm will be desngned to bring about a change in the culture of welfate offices
toward, and an emphasis on, work and performance.

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

2
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is provided and remaining issues discussed. (The details of the fourth element—Reinventing
Government Assistance-will be addressed later o 2 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,)

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

b

s

The Scale and Phase-In of the Reformed Welfare System--Should we seek o bring in all
persons quickly, or should we mmaﬂi target our resourees (o sub-groups, such as new

A

applicants-or persons born aftes{ 196

The Structure and Regquirements of the Work Program for Peaple 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 allow States to continue paying & welfare check
while requiring work as 2 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 Child Care for the Working Poor—What leve! of resources should
we devote 10 child care for the working poor? How should limited resources be targeted Ef
there is insufficient money to guarantee coverage for all working poor fanities?

Financing—-What measures should be used to finance the welfare reform package? How
should the burden be shared betwesn 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 2
hypothetical proposal, The actual cost of the program will differ depending on what decisions are
made. In the repminder of the document, we will refer (¢ this baseline and indicate where different
programmatic decisions would have led to 2 larger or smaller pregram.  This table is only provided
a3 & basis of discussion—not as an indication that policy decisions have been made.

N



TABLE 1.-PRELIMINARY COST ESTIMATES (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL
_ {(By fiscal year, In milllons of doltars)

&¥gar
1555 19488 1887 1998 1998 Total
PARENTAL RESPONSIBILITY
Minor Mothars S ¢ (45) (50} {50y (50) (195}
Comprehensive Demoenstration Grants 0 50 50 80 - B 200
Two-Parent Provisions - Q ¢, 440 880 B4S 2085
No Additional Benefits for Additional Children T . {35) {100} £1140 {iath {160} {5353
Child Support Enforcment
Paterrity Establishiment {Nat} § 20 {95} {140 {178) £385)
Enforcement dNed) s 80 {1003 {105) {350 (585)
Computer Cosis 1% as 85 183 160 465
Non-Custodial Parent Provisions g 30 85 110 165 390
Access Grants and Parenting Demongstrations 20 24 20 30 30 135
{hdid Suppornt Assurance Demonstrations 0 0 100 200 250 850
SUBTOTAL, C8E 10 B0 115 255 8 57C
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
’ JOBS-Prep Q2 33 C 50 80 b 165
_ Additional JOBS Spending g 260 820 840 880 3,000
WORK Prograrm Rt & g 120 820 740
Additional Ohild Cara for JOBSAWORK g 246 88e 750 87 2,540
Trangitionat Child Care o &3 250 300 /e . 885
Enhanced Teen Case Management ¢ 30 80 105 110 <338
Ennnanic Dovelopment 4 { 100 100 100 300
Savings - Casaload Reduction G {10 {40) (90) {100} {240)
SUBTOTAL, JOBSAWORK 0 620 1,850 2,285 3,600 7,858
MAKING WORK PAY _
Working Poor Child Care 0 S0 1,000 1.500 2006 50
Advance BITC o o 't ) ] gt
GRAND TOTAL 5 1,108 3,355 4,580 58675 14,960

Note: Parenthosss denote savings,
Source; ASPE Staff Caloulations

' SEE APPENDIX FOR ENDNGTES TO TABLE
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TRANSITIONAL ASSISTANCE FOLLOWED BY W{}RX

Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the
current SUpport system fram one focused on writing checks to one focused on work, opponunity, and
responsibility. The Working Group proposal calls for replacing the AFDC program with transitional
assistance followed by work, The new program incledes four key elements: full participation,
education and training, time-timits, and work,

-

Fulf Participation. Evervone.who wishes to receive cash support wilbbe 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 imumeadiately 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 neaxd to care for an infant or disabled
child) will be assigned 10 a JOBS-Prep program until they are ready for the time-fimited
JOBS program. Everyone has something to contribute. Everyone has a responsibility to
move toward work and independence.

Training, Education, and Placement {he JOBS program), The focus of the two vears of
transitional support will be aa expanded and improved JOBS program, which was established
by the Family Support Act of 1988 and provides training, education, and job placement
services to AFDC reciplents. Every aspect of the program will emphasize paid work,
Hegipients and workers will design an employability plan.  One option would be to require all
applicants to go throuph supervised job search. For those who ned 1, the JOBS program
will help recipicnts gain access to the aducation and training programes in order t¢ 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 maingtream training programs and educational resources, It will
also include a recognition that supporting workers who have recently left Wﬁifare to keep their
jobs may be the best form of help we can offer,

Time Limits, Persons able o work will generally be limited to two years of cash assistance.
While two years will be the maximsum period for the receipt of cash aid by people able to
work, the goal will be 0 place people in private sector jobs long before the end of the two-
year pericd, In a limited number of cazes, extensions of the time limit will be granted for
compietion of an cducational or training program or in unussal circumstances. The time Himit
is a lifetime Himit, but persons who had teft welfare would earn back petential time on
assistance for time spent off welfare,

Work {the WORK program}. Those persons who are not able to find employment within
the two years would be required to take a job in the WORK program, WORK program jobs
would include subsidized private sector fobs, as well as positions with local not-for-grofit
organizations and public sector positiens. The positions are infended to be short-term, last-
resort jobs, designed neither to displace existing workers, nor to serve a8 substitutes for
unsubsidized private sector employment. The primary emphasis of the WORK program will
be on securing private sector cmployment.



ﬁ*@ﬁﬁeﬁrmral. BRAFT--For Discussion Only

Uitimately changing what happens in welfare offices will require significant changes in what i3
measured and rewarded. The Federal gpovernment wifl create strong financial incentives tinksd 10
long-term job placement and minimizing the number of people who reach the two-year limit.
Ultimately the best time-limited welfare system is one in which nobody hits the Hmit because they are
sl working before that point.

Six key questions nead 0 be addressed in designing the program of trans;tzanal assistance followed by
work.

. i?acz:s and Phase-In. How qu:ckiy should the reforms be phased in and who shouié he
targeted initially?

. JOB&I*{ep Rules. Who should be put assigned to the JOBS-Prep program because they are
nat able 1o work or are needed at home? How many persons should States be aliowed t0
place in the JOBS-Prep program?

* JOBS Extensions. Who should be granted extensions of the two-year time limil? What
limits, if any, should be put on the number of extensions allowed?

s Work for Wages Versus Work for Welfare. Should States be required to provide jobs,
paying wages, to those in the WORK progeam? Would States be allowed (0 use CWEP
placements for atl or part of the WORK slois? :

. Fart-dime versus Foll-time Work Expectations Should persons working part-time while on
weliare be subject to time limits? How many hours should WORK participants be required to
work? Should States be allowed or requirad 1o supplement WORK earnings in a work-for-
wages program?

« Discouraging Extended WORK Participation, What can be done 10 keep the duration of
WORK participation short and to move people into unsubsidized work? Should the EITC be
denied 1o work program participants? Should any particular WORK placement be limited to
12 months? Should the total time peopie are allowed to spend in the WORK program be
limited?

Focus and Phase-in

The ultimate distribution of persons amdag the various elements of the program (JOBS-Prep, JOBS
and WORK} depends on policy decisions. A3 g starting point, congider what would bappen 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 (o pass implementing legislation and get the program ep and running.
This would entzll requiring everyone on welfare in 1997 and ali those who applicd subsequently to
meet the new requirements. 'The JOBS program, which now serves an average of 600,000 persons
monthly, would have to expand to almost 3,000,000 participants in 1997, By the year 2000, 750,000
- WORK slots might be nesded for persons who had reached the two-year time Hmit,

s
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1t 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
poorty administered, with limited real content, in many States. Facing the need 5 serve millions of
new JOBS clients and to ereate hundreds of thousands of WORK slots, many States would likely o
provide minimal services to participants in the JOBS program. An effective JOBS program i
egsential to moving peopie from welfare to work and o transforming the culture of welfare offices.
Accordingly, it is critical that States, as part of the welfare reform effort, be able 1 focus on the
JOBS program. Moreover, the threat of WORK slots digplacing existing public and private sector ~
employees would be much greater with such 8 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 limits, 1o appliicants (oth new and returning): This strategy has
the obvious agpeal of changing the rules Inftially for people who emer the welfare system in the
future, rather than for those who entered earlier, under a diffsrent 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 would 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 bean married or had worked to stay off welfare but suddenly found heeself in need
of support would be subject 1o time fimits.

£

i -
Hofin £
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Applying the time limiks to re-applicants also craates very perverse incentives 0 stay on welfare,
Most of the persons who [eave welfare do return af some stage, and conseguently many recipionss
who would otherwise have left might be inclined to stay on welfare t0 avoid the time limit. Another
related option would be to focus only on new applicants, but since there is little reliable data on past
welfare receipt, such a plan creates 8 virtually insurmountable verification problem. Individuals whe
were in fact new applicants could easily claim to have been on weifare in the past.

An glternate strategy would be 10 phase in by State, The costs to the Fuderal Government during the
phase-in period would be lower, since not all States would be implementing the program at the same
time, but the implementing States would still have 1o grapple with the difficulties accompanying the
sort of massive expansion of seevices deseribed carlier in this paper.

An attractive alternative is to focus on young parents—such as those age 25 or under, It is the
younger generation of actual and potential welfare recipients that are the source of graatest concern,
They are, Qmw% the group for which there probably is the greatest hope of making a
profound diffe?r‘e‘ri'c'é. Younger recipients are likely to have the longest stays on welfare, in part
because they are at the beginning of their spefis. Under this approach, we would devote energy and
resources (o trying (o ;"re'sczze“ the next generation, cather than spreading efforts so thin that fittle real
help is provided, et e Lo

. i AL
Une method of focusing on younger recipients would be to place all persons born after 1969 (under
age 26 in 1995) into the transformed transitional support system, Al persons of the same age and
circumstancss would then face the same rules, regardiess of when they entered the system. This plan
implies a gradual phase-in of more and more of the caseload, since the fraction of those pa weifare

6
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PROJECTED CASELOADS UNDER PROGRAM FOR

GCTOBER 199 IMPLEMENTATION FOR PERSONS BORN AFTER 1969

FY 1997

Y 1999

FY 2004

Projected Adult Cases With Parent
Born After 1969 Without Reform

1.28 million

r

1.68 million

2.75 millien

- Off Weliare with Reform
" (health reform after 1999, BITC, child
support enforcement, child care,
JOBS, WORK, etc.)

05 million

10 million

70 million

Program Participants

1,23 million

1.58 million

2.05 million

Working While on Welfare

14 million

.19 million

.26 million

JOBS participants

78 million

.86 mullion

.74 miltion

WORK participants

.00 million

.13 million

.54 million

JOBS-Prep--disability

.14 million

20 milljon

.26 mitfion

JOBS-Prep--severely disabled child

03 million

04 million

05 million

JOBS-Prep--canng for child under }

Notes:

14 million

.16 million

26 gmflion

Numbers assume modest behavioral effects ncluding an increase in part-tune work among those

on welfare. Figures for 2004 are subjoct to considerable error, since it is difftuch to make caseload
projections or o determine the impact of WORK requirements on behavior, Figures for 2004
also assume behavioral effects from full implementation of health reform.
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who were born after 1969 would rise with each year. In 1995 everyone under age 26 would be under
the new regime. Ten years later, 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 successfully implement the program for the younger geneation, I iz;ak*“
we could then move onto older recipients. Note that such a plan would not contemplate any reduction | 144,
in existing education and training services for older recipients. They would stifl be eligible for JOBS g"‘é{";{;‘
services, But the new resources would be focused on young people. ’; éi}w’”
r The number of persons served under suth a strategy is shown on the table on the following page. In

1997, the first year of implementation, everyone in the program would be either working, in JOBS.

Prep, or in the JOBS program. There would be no one in the WORK program untii 1999, when

persons began to reach the two-year limit. Note that most people who enter the welfare system in

1597 wall not hit the limit in 1999, Many lsave welfare within a short period of time and never hit

the Hmit. Others eycle 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 would not have left otherwise will leave altogether.

Note that the projected caseload if no reform were undertaken grows relatively rapidly over time,,
because a larger and farger portion of the caseload will have been bom after 1969, In 1997, roughly
30 percent of the projected caseload woswld be in this group, By 2004, more than 30 percent would
be included,

The projectedd costs of focusing on this target group are shown on Table 1 in the introduction. The

five-year 1995-1999 costs are roughly $7.6 billion. Clearly, phasing in 2 larger group would increase ¢4 {‘P‘”“
these costs, while targeting 2 smaller group would decreage them. \L

A decision to focus on young people initially in no way precludes adding 2!l or part nf the older ?}A
cohorts 16 the program at a later time.  If in four or five years time, the program is working as hoped ‘3«

and 1t Is feasible to augment the capacity, expansion could be undertaken at that point.

JOBS-Prep Rules

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 cmable to work for at least ong

year should in theory be covered urder the Supplemental Security Incorme (SST) Programs. But some
disabilitias and most illnesses, even severe ones, last less than 2 year. Many other people suffer from .
partial disabilities that Hmit r}!ezr ability to work. Sometimes & parent is necded in the home to care

for a severely disabled child. There are admittedly also persons who have great difficulty coping with
the day-to-day challenges of parenting and survival in what are often highly stressful envirgnments,

Ose solution would be 0 simply exempt a significant number of persons from any participation
requirements, as is the case under current law. Having large numbers of exemptions, however, may
serve a8 an obstacis 1o changing the culture of welfare offices. Moreover, deferrals are not
necessarily beneficial to those who receive them, Advocates for persons with disabilities often
comptain that current programs send both explicit and subtle messages that persons with disabilities
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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 ester an

education or training program. Everyone in the JOBS-Prep program would be expected to do -

something to contribute to themselves and their community, but would not be subject to the time Jimit B
until they wers ready to enter the JOBS program. Wa izave adopted this formulation wizi’z out JOBS- -
Prep program. - .
Th nnmw:ta&zg\pf JOBS-Prep is appealing, for it establishes the expectation that eventually many, -
if not most; peofle in the group will be able io join the repular JORBS propram. Bui who should be
placed n JOBS-Prep status? Virmally everyons seems 1o agree that persons of advanced age {over

60}, those with severe dissbilities or those who are caring for a severely disabled child should be
assigned 1o the JOBS-prep program, But the guestion of bow far along the continuum of disability

the line should be drawn is difficuit. .

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 Suppont Act exempted mothers
with children under the age of 3 from participation in the JOBS program. States had the option of
requiting participation of mothers with children over the age of 1 if they chose to do so. As of Fiscal
Year 1993, cight States had elected this stricter option. Two other States require mothers of children
over 2 to participate,

Otviously, 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. It is estimated
that the following parcentage of the current caseload would be in JOBS-Prep under differcat policies:

Option At Case head is 60 years or over, case head has 2 severe disability or is caring for a child
with a severe disability,
B percent in Ji)ﬁi‘?«?rcp

Option B: Case head i 60 years or over, case head has a disability which limits work ot zs caring
.for 3 child with a severe disability.

15 pecent in JOBS-Prep

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

trimester of pregnancy. Children conceived while the mother i on welfare would qualify the mother

for only 4 )months of JOBS-Prep. ‘ R et
25 percent in JOBS-Prep

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

trimester of pregnancy, Chitdren conceivad while the mother is on welfare would qualify the mother

for onl g@m{mhs of JOBS-Prep, % et
45 percent in JOBS-Prep

aw
- e
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Option D is esseatially the strategy used in the Family Suppost Act, though States are currently r
permitted to elect Option C now {as noted gbove, only sight have done 50). The Working Group P vt
recommends Optien C, and that policy is the one used for all the estimates in this package. ¢ &Lw{}’i“""{i
brvg aed

It is easy 1o determine the age of youngest child, but difficull o define disshility, illness or the need
to care for a relative for purposes of assignment to JOBS-prep as oppased 1o JOBS, Rather than set
up efaborate Federal rules for defining ability to work and then auditing performance, the Working
-Group recommends that the Federal government set a maximum percentage of the caseload which can
be placed in JOBS-Prep for reasens other than the age of the youngest ¢hild and provide guidance as | )
-t the other.criteria for assignment 1o the JOBS-Prep program, The estimates grasenwé assume the - waes] 2%
czpmsezaz 15 percent. - Ct T [

i

Extensions -

A related, but conceptually distinct question is that of extensions. Two years is not sufficient time $o -

- complete some educational programs. In some cases, persons may be so educationally disadvantaged

that they are unzble 10 even complete high schoo! 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 (o complete their education. Some programs, including school-to-work programs
involve both a period to finish high school and an additional year ¢f training.

There seems 1o be Lttle disagreement that persons who dre making satisfactory progress toward the
completion of 2 GED or high school degree shouid be granted extensions. Similarly, persons in
School-40-Work or similar programs should be encouraged to complete the program.  There are
others who may need more time o get adequate schooling. Persons with language difficulties may
noed, for example, to complete an English as a Second Language (ESL) course before they can obtain
a GED or job training,

The controversial question is whether a person should be able to receive full weifare benafits while e
or she goes on o compieie a four-year college degree. Those who favor such a proposal emphagize
that assisting people 1o obtain 2 bachelor’s degree is the best way to ensure that they do not retuen ©
welfare, Pushing people into low-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 complete a four-year college note that only one-quartet of all high -

_school graduates obtain a four-year college degree, and that among welfars recipicans the fraction is .
much lower. They question whether it is fair to use welfare benefits to help support persens who arg
getting college degrees when the vast majority of persons payirg for that support will never get such
adegres, There is also a concern that single parents would actually have greater access o sconomic
‘support for higher education than persons who did not become single parents.” A partial resolution (o
this dilemma may emerge if part-time work fulfills the work obligation. In those circumstances,
persons working part time and attending schoo! pant time would continue to be eligible for some
supplemental cash support in most States.

i¥

As with the issue of assignments to JOBS-Prep, the Working Group recommends that the number of
extensions be capped at a fixed percentage of the caseload. The current proposal allows Statss o A

-~
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grant extensions to persons for attaining 2 GED or for completing a school-to-work or similar
structured [earning program, as well as to persons facing a language barvier or other seérious obstacle
to employment, States could also opt to use extensions for persons in post-secondary education,
eape ially persons in work-study programs. We betieve that setting the cap at 10 percent of the total
TAP tasetoad will provide States a sufficient number of extensions, barring unusual cirGumstances,
A State could apply to the Secretary of HHS for additional extensions as an amendment 1o the State
plan if it could demonstrate that its caseload is very different from that in the nation as a whole or if
it had developed an alternative program which is structorad in such a way that additional extensions

are required, z » L C{,‘&A’M v
- W - T . - { 5
Work for Wages Versus Work for Welfare - - - ‘ { Lof >
« 5 o st 3

Unquestionably the hardest part of designing a time-limited welfare sygtem is structuring the work
program for persons who have reached the time limit. The welfare reform effort will focus on
making work pay, eollecting child support, and creating a first-rate aducation, training and placement
progeam in order 10 keep the number of persons reaching the time gt to 2 minimum,  Io addition,
all persons approaching the two-year limit will be required 1o engage in 8 period of intensive job
search. Despits these efforts, some persons will hit the time limit without finding 2 job on their own,
and work opportunities must be provided for them.

The first and most visible choice in the WORK program involves work for wages versus work for
welfare. Under a workfor-wages plan, the State or {ocality is 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 @ paycheck for hours worked. If the persen does not work, he or she does not get paid. In
principle, persons are wage earners rather than recipients. In a work-for-welfare plan, the person
continues to receive a welfare check but is required to work at a designated community service job as
a condition of eligibitity for cash benefits.” Persons who fail to report for work or who perforim
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 performance Persons remain recipients, but they have
additional obllgauons

There seems to be little disagreement within the Administration on the strong appeal of 8 work-for-
wages model, The structore is seen as providing a traditional work epportunity with the digaity and

the responsibilities of a standard work place. Persons would recelve wages rather than 3 welfare

check. The major question to be resolved is not whether to sncourage States, both with some sortof
financial incentives and with tschaical. assistance, to adopt & work-for-wages model. The question,
rather, is whether to allow States 1o z};}t for a work-for-welfare model if they chose to do 5o, Those
who argue for State flexibility on this issue point to two major concerns: implemeniarion and recipient
protection.

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

the Working Group has worksd hard to resolve as many issues as possible, soms questions cannot be
answered without more expericnce, The Working Group recommends a very flexible workfor-wages
model with considerable State and Jocal diseretion in the operation of the program. Many of the

details are quite consciously lefi to zhe States and to Jocal communities, which know thelr own needs

and opporfunities best. . . S,

10
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Communities will have to establish 2 system for loking WORK participants with the private sector, as
well as with the not-for-profit and public sectors. They must determing 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
guestions involving worker protection.  What happens if a WORK participant, or his of her child, is
sick? 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 Hmited real experience te draw on in addressing these concesns,

#

By contrast, work for welfare has been teied in various forms, Many States have experience with it.
The payment structure is easy—participants get a welfare check. Dispute resolution is handled within -
the same sanctioning and appeal structure used for ather disputes concerning cash beneflis. States stifl”
have to find work sites, but protection for workers may he less of s problem, since the check

continues to be paid unless the State decides to begin 4 samtioning process.

The burden of performance shifis at least partially to the State. Before the State can reduce the check
it must establish thay the person failed to mest his or her work obligations for no good reason. Sucha
test would never be met if a child were sick or 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 o employment and sarnings 18 not encouraging, work for
welfare is 2 known entity, Both the Republican plan and the plan from the American Public Welfare
Association call for CWEP after two years.

Those who urge against allowing State flexibility tn this area regard the implementation guestions as-
difficult, but surmoyntable, especially if the program initially focusses on younger recipients, They
fear that if States are given the option of choosing CWEP, many, if not most wilt choose the devil
that they know, which would undermine the goals and philosophy of this reform plan. As noted
above, States would be given enormous flexibility in deciding how 0 implement a work-for-wages
mudel, 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 ¢oncern for States.

Work-for-weifare sends adverse messages to recipients, prospective employers, and the public,
CWEP slots are not perceived as "real jobs" by anyone. CWEP partjcipants 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 through ¢ CWE?
subsequently fare better in the work place than people who were just on welfam@zzé 1o wanég{)
Employers will probably never see CWEP experience as serious work expericase. NG regular job
pays its employess regardiess of when and whether they show up unless the emplover 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. Waork-for-wages programs by conlrast can target privaie secior employers. Perhaps
most importiamty, 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 mode! would distinguish this Administration’s
-~ plan from the Republicans” and serve o define and delineate our vision. A work-for-wages plan

Y
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whereby persons are given transitional aid and training and then offersd 2 job if they can't find one

on their own contrasts sharply with a plan which calls for people to work off their welfare check after

two years. Unions have vociferpusly opposed CWEP and have indicated that they will continue to do

s0. While they are deeply concerned about a work-for-wages steategy as well, there is room for NO
negotiation around such a plan, Most advocates for the poor and women strongly favor work-fog

wages, though they want protections for workers built in and favor wages above the minimum,

Part-iime versus Fuﬁ«time Wark Expectations -

The tra.nsu:onal support program foouses he.avlly on work. Persons cannot collect welfare bensfits -

indefinitely without working, But what tevel of work should be expected? Everyone agrees that the
" ultimate goal is self-sufficiency, but what are the minimum work sxpeciations? Is pact-time work

sufficient or should everyone be expected to work full time?

Allowing part-time work to count as meeting the participation and work requirements has several
sdvantages. First, it may be the most realistic standard for single pargnts, especially those with
yvoung children. All 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,
onty about 173 work full-time all year, and they have help from the second spouse, Currently only 8
percent of adult AFDC recipients work in a given month, Gelting people working even part time'”
perhans should be seen as a major accomplishment,

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 pow 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
people cut of part-time private sector work 1o put them into foll4ime WORK slois.  Employers
typically have a strong preference for work experience in unsubsidized private jobs. Some of the
parents working pant-time would be able to obtain further education and training outside the JOBS
program by, for example, attending community college oD 3 part-time basis.

Finally, the cost of mandating full4ime work could be very high. Full-time child care for young

children would be quite expensive. After-schoct care would have 1o be provided for many other

children. Perhaps most importantly, if full-fime work were required at the end of two years of cash
asgistance, we could be in the position of pulling pareats out of unsubsidized private jobs to place

them in a subsidized community work program. Unless sricter rules induced many part-time workers

o leave welfare enticely for fulltime work, such 2 fulldime 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 that full-time work would aslways be much more financially rewarding than pari-time work.

Part-time workers would generally be poor, even with their supplemental benefits. Note also that the ?

- Administration’s piedge that a family with a full-time worker should not be poor explicitly assumes e -
very low-wage workers will stil! get food stamps. :

Those who argue for expecting more than pari-time work worey that the tfansitional program could

hecome & work suppiementation program.  They ask whether we ought to Iet people colleat

iz
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“supplemental cash assistance indefinitely if they are working part time. The ultimate goal is to move
people off of welfare to work, not have peopls combining work and welfare.

Altowing part-time work to count as full participation also ralses equity questions. Many other
mothers, especially single parenats off of welfare, feel compelled by econamic necessity to work full
time. Thus a question of equily arises. . e

guestion of Uiy WER -t reudol i L
With these arguments as background, twa related decisions must be made: 1) How will pari-time
work be treated for people fvorking in unsubsidized private jobs. while still getting some
supplementary welfare benefits aad 2) How many hours should be expected of those in the WORK
program,

Mixine Unsubsidized Work With Welfare .

Consider first the situation facing someone who is working part-time at 2 minimum wage job. In
most States, the individual would still be gligible for some supplemental cash benefits, Currently only
8 percent of the caseload has reported earnings in any given month, There are, however, indications
that a much higher percentage woﬁg; some point during the period in which they receive AFDC,
Part of the reason so few waork part-time at any point is that currezztiy there are few incentives to mix
work and welfare. Benefits dedline dollar for doflar with earnings. The administrative and reporting
burdes an the recipient and welfare worker alike when the recipient goes to work is considerable.
With the expanded EFTC and other reinventing government assistance policies, however, there may
be considerably more incentive to work at jeast part-time, If the time-limit clock was stopped in
months where a person was working parttime, there gvpzﬁig;c even more incentive to work,

Fieg
tnder such a structure, working part-time would both stop the clock and count 2 JOBS participation.
Persons working part-time would, a3 under current law, be entitied to supplemental cash benefits if
they still met the eligibility criteria {e.g., income limits}, Of cpurse, such persons would receive
significantly less cash aud than non-workers, since income net of work expenses reduces benefits, If
the person had already reached the two-year time limit, 20-hour per week unsubsidized private work
would meet the WORK obligation. This policy implicitly sets the minimum wark expactation at 20
hours. People working 20 bours or more would be allowed to collect supplementat aid indefinitely.

An alternative is 1o stop the clock only when some higher Jevel of work is achieved, such as 30 or 40
hours per week. Another would be to treat 20 hours of work per week as pant-time work for 1ok
purposes of stopping the time limit clock, provided the parent had 2 young child, but set the standard . -7jee I-“‘*f “
for part-time work at # higher level for parents of older children. Finally, the decision ag to the fﬁf p
treatment of part-time work could be left to States, which would have the option of stopping the clock
for persons working part time,

AR
The exart impact of allowing parttime unsubsidized work (o count as participation is hard to g
determine. It could be very expeasive and difficult to get everyone working full-time. Requiring
part-time workers to also participate in the JOBS and WORK programs would be likely o
significantly increase the number of persons for whom WORK slots have to be generated. 1In
addition, if parttime workers lose their opportunity 10 pasticipate in JOBS because the clock keeps
runming, recipients in some cases may give up unsubsidized work to get training while they have the
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chance. On the other hand, 2 full-time work expectation may cause some peogie 1o find full-time
unsubsidized work and leave welfare entirely. The current cost estimates assume that part-time work
counts as full participation, stopping the clock for such workers, They also assume somewhat more
people choose 10 work past-time in unsubsidized smployment than are doing s6 now,

Work expectations in the WORK grogram

N LT o .

A much more significant issue than the treatmient of unsubsidized work is the fevel of wbrk -
expectstion in the WORK program. An obvious strategy would be to calauiate the required hours of
work in the program by dividing the cash welfare benefit by the minimum wage. This simple
formula, however, is not very practical. Assume for 3 moment that 2 work-for-wages plan is chosen,

First, in low-benefit States and for persons with nan-welfare income, the hours of work required per
week would be quite low. I Mississippi, 2 mother with two children would be raguired 10 work just
10 hours per week, hardly a practical work experience, One solulion s to set 8 minimom level of
work, say 15 bours per week, If one pays the minimum wage for each hour worked, setting a
minimum has the effect of increasing the cash income of WORK participants relative 1o that of people
not working and on welfare. Under a work-for-welfare model, recipients could be required o work
off food stamps benefits as well a3 cash assistence in order to increase required hours of work (0 a
minimum level, That would, however, lead (0 serious issues of equity and administrative complexity,
since recipients in some States would be working off their cash benefits plus food stamps, while
others would only be working off their cash grant.

By contrast, in high bensfit States, more than 35 hours per week would be required 1o sarn wages
equal to the welfare payment. This implies that some sort of supplement must be paid o persons in
WORK slots to ensure that they are not worse off than those whao are not warking and who have not
yet hit the time limit. - Fulltime work implies high child care costs and difficult placements.

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

'The current draft discussion paper recommends giving Siares die option of selting work hours between

15 and 33, according to whatever eriterion they choose, so long as at least minienin wage is paid for
sach hour, If the expectad earnings Jess work expenses) are less than the amount the person would
have collected on welfare, then the State would hsve 1o provide a supplemental work payment. Note
that in the median State (Pennsylvania), 3 woman woudd need to work 29 hours & week 10 receive as
much income as on weifare, If every State chose 20 hours of work, most States would need to
supplement earnings to some extent. I every State chose to assign the number of hours needed to
reach the welfare benefit up to 35 hours, many fewer States would need to supplement the WORK
earnings for a family of thres, '

{ost estimates here assume that States are allowed 1o choose "WORK hours between {85 and 358, and
are reguired to supplement if necessary.

Disg i ended WORK participati ..
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WORK program jobs are not intended o substitute for or displace private sector placements. Rather
they are designed (o provide temporary, last-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 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 8 WORK program can be designed in order to discourage or prevent
extended participation, These include the following: limiting the duration of each individual WORK
assigniment, requiring frequent job search, denying the E{TC to WORK program participants, and
placing timits on the total tength of time peopla are altowed to spend in WORK assignments.

There is I:ttle dlsagreemem t}mt mdw:dual WORK piacemants ought to be Emited in ducation to
perhaps 12 months. This limit is designed 0 prevent participants from becoming attached to
particular subsidized jobs. OF course, there will be strong encouragement and incentives for
sployers to hive WORK participants as unsubsidized employees before or at the end of the 12
months, Before and after each WORK asgigament, job search would be required,

ving the Bl ) High ! ipanty: Perhaps the best way to ensure that people do not
z:schew ;}nvate sex:ter 3<}bs for WORK pc;szzzzms is 10 make certain that any private sector position’”
pays better than a WORK ioh, Though there are various mechanisms for accomplishing this, ong of
the eaviest is w deny the BITT for money sarned in the subsidized WORK assignments.  Since
WORK slots are already subsidized, it could be argued that it would not be appropriate (o offer the
additions} subsidy of the BITC. Thers will be some administrative complexity o treating earnings
recetved while a WORK participant differently from other carnings,

Current cost estimates assume a relatively modest effect of denying the EITC o WORK participants
because there are no reliable extimates of the impact of this policy on the attractiveness of
unsubsidized employment, The effect could wall be large, however, given that private sector jobs
would then pay up to 40 percent more than WORK slots {the EITC is effectively a 40 percent pay
raise for persons with two childean), .
) . T .

{_i}nions and many advosates for the pﬁc‘ga{gﬁe that if persons are being expected to work in real jobs
they ought to receive the same benefits 35 other workers, They believe that {imits on the duration of
WORK assignments, frequent job'search and the possihility of promotion will lead people to move
toward private work witheut the need for special "penalties” for WORK workess.

Requiring acceptance of any private sector job offer: Both JORS and WORK program participants
could be required to accept any unsubsidized job offer Or be dended 2id or 2 WORK job for several
months, After two refusals, the person might be pez‘mam&nzly denied access to 8 WORK assignment,
Sama@_dvccates for the pooﬂargue that such provigions are unnecessary, hard to administer, and
potentially unfazr. especiaily if the EITC is denied to WORK workers,

Limiting the total time people can be e WORK program; The most controversial way to limit
WORK participation is to tlme hrmt 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. 'l‘txeoretlcally, persons could stay in
the WORK program for many years, and such extended WORK participation is seer by some as
ereating a work entitiement 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 care, If people have been in the WORK program for two years and in the JOBS
program for two years prior 10 thatl,-resources azzé WORK slots might be better focused on other
recipients. «

r - “
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
agsistance altogether, perhaps offering some form of additional housing aid. Another plan would be
to fet persons who had reached a WORK time Jimit return to cash assistance, perfiaps with a lower
benefit, Such a strategy would enspre that WORK slots are preserved for those first hitting the time
Hmit... One need not require States to limit WORK assignments; one might oaly provide the flexibility
to do $0. The Republican plan does allow States o terminate or reduce public assistance after 3 years
in CWEP,

Opponents argue that there is no justification for Himiting participation in the WORK program,
especially if WORK participanis zre denied the EITC, If all previously WORK- limiting provisions
are adopted, anyone still eligible for 2 WORK assignment after, say, 2 or 3 years will have
successfully met all WORK requirements in several differeet piacements, been through 3 or 4
intensive searches for unsubsidized employment, not refused any private sector job offer, and will be
seeking a WORK assigament ovea though any private sector job opportunity would pay 40 percent
more and probably offer a better future. 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
inn 3 wesk Iabor market, or becanse they are not wanted for existing jobs, Denying them the
oppociunity to participate in the WORK program would very tikely cause their incomes to fall
sharply, potentially putting the family at serious tisk of homelessness or other erisis. Virtually none
of these families would have had incomes above the poverty line while they were in the WORK
program.  Unless we are willing 1o provide cash bencfits without a work expectation for people who
are no fonger eiigitle for the WORK program, we will be placed in the position of denying suppont t0
persons who had demonstrated a willingness to work, Finally, there Is the question of what happens
to people who have exhausted both their JOBS support and WORK support, succesded in finding
work, but lost that work when the economy changed or they lost their job for other reasons. What
would be the temporary safety net for such families? :

Limiting WORK assignments will not have any effect on cost estimates in the fiveyear cost
estimation window used for the budget. Since it will take States two years to begin implementing the
program, gven a strict two-year limit on JOBS followed by a strict two-year Hmit on WORK would
not affect anyane 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,
limits on WORK could have 2 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 for such extended stays. The issue could be ravxslted in later years if
extended spells in WORK b&me a probiem.
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ADDENDUM: WORK FOR WAGES PROGRAM DESIGN

The following are key policy ¢lements and the initiad recommended design, Elements with an *
contain controversial 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 links 1o Private
Industry Councils (PI1Cs) and 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 costs and
would be reimbursed for wages paid (hours times wage) according to 8 specified set of matching ’
vules, Federal matching rates would decline significantly the longer the person stayed in the WORK
program 4§ a further incentive for States to move people Into ensubsidized work. Additional monies
or a higher match wﬁu% Ec available (o States in times of recession.

Fast
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,

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 ¢hild care, Head Suart
centers, housing rehab projects, Empowerment Zones, and many others.

Nationa! Service placements would be scceprable WORK assignments, States would be given the
option of contracting with the National Secvice Board & provide a certain number of National Service
Placements. In addition, National Service warkers could be used to help work with and supervise
WORK partizipants in community service activities,

*Displacement: Language (o be negotiated, with Natianal Service aondxsplacemem language serving
as the base.

*Hours: Hauts are set by the Sate, minimum 15 hours, maximum 35. States are free 1o use
whatever ¢riferia they choose in deciding uparz hours 50 long as each hour of work is paid.

States can choose to offer anything from p:m -time (o full-lime work. States which offer jobs which

pay Jess than what would bave been received under AFDC would pay a supplemant {see below).

Requiring full-time work is considerably more expensive, more than doubling the cost of the WORK

program and complicziing 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,
268, Conditions, and Begefits: Wages must be set at ne lower than the higher of the

g eécrai and any Sm& or local mininm wage, but States and localities can choose to sot a higher
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wage rate in specific cases. Wage rates are among the most contentious elements from 2 usiion
perspective,  Unions would fike explicit language tndicating that total compensation {including any
subsidized child care and other benefits) paid to the worker would have to be similar to that paid to
warkers of comparable experience and skifls in the same job., Al & minimum, ugions would Bke a
provision aHowing 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 as that of simitar 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 participants, though who bore the costs would be negotiated. Social Secarizy payments
would be required. Unemployment insurance payments would not be reguired.

; If expected WORK program ezmmgs net of work expenses are iess than

wou[d 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 nsver be higher
than the supplement that would be paid under transitional assistance for someone with the same
garnings in a private sector job,

: ent of sarmings frg ) spram for other povernment bepefits:  For purposes of
é&mzmz&g eizgzin!zty azxi be{zﬁf zs féz‘ other government programs, the following rules would appi y

. Food stamp, housing and other benefits would be caulonlated 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 wock the full mamber of hours assigned. No
wcreases in food stamps or supplementary 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 iliness) for the
missed work.

» Harnings received under the WORK program would not be efigible for the EITC and would

not included in adjusted gross income for tax purposes. This providion 1§ designed to ensure
that private unsubsidizad work would always be significantly more attractive than WORK.

o, the : irements for supervised job search;
WORI( alots are demgned lo be temporary, available only when people really cannot find private

sector work, Each individeal placenent should last no mare than 12 moonths as a subsidized placement
and be preceded and followed by 2 period of imensive joh gearch. If the employec agreed to take the
gerson 06 a5 an unsubsidized worker, the individual would be considered out of the WORK program.

POUIres acce any private sector i e WORK program participants could be reguired
10 acce;st azty unsubs:d:m:! j{}iﬁ effar or be denied 2 W(}RK job for several months. After two
refusals, the person might be permanently denied access to a WORK assignment.

Tracking of Placement and Retention 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. Preference should be given to employers or placement services with the best
performance. At 3 future date, the Secretary of HHS may impose retention or placement standards,

Returss to JOBS-Preny: Persons who bocome temporarity il or face 4 major new impediment 10 work
may seek to be re-evalusted 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 oo JOBS-Prep placements.

*Insufficient WORK glots: In cases where there are insufficient WORK slots, first preference goes to
people just reaching the time Himit. States are required to pay ongoing cash benefits to persons who
are not placed in WORK assigrunents and are reimbursed a1 a significantly reduced match, The
reduced match/Isywaived in periods of high local unemployment.
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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 Eamned Income Tax Credit (EITC) was a crucial step toward making it -
possible for low-wage workers 1o support themselves and their families above poverty. The welfare
reform proposal will include provisions 1o make sure the EITC can be delivered on a regular,
advance-payment 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 gmv:ﬁe the -

- security they need. - .

The key missing component for making work pay is subsidized day care. In ovder for families,
especially single-parent families, to be 3.2326 to work and prepare zl’wms&ws for work, they need care
* for their ch;fdren

There are two major issues as we think about day care in the context of welfare reform:
¢ How much subsidized day care shoald 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 AND FOR WiHOM?

There are three categories of low-income fumilics with day care needs that we ought 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 trangition.

All three categories have legitimate claims on day care subsidies. Families who are required te
participate in JOBS are currently, rightty, guaranteed child care. People who are working but still on .
welfare have their day care subsidized through disregards from their AFDC and food stamp benefits

and sometimes through subsidies. We propose to continue current guarantees of child care subsidies

for these categories of recipients. Peopls in the WORK program are Hike welfare recipients i that

they are working as a condition of recelving continued support; they are working at the misimum

wage, and they are not receiving the EITC. The proposal would guatantes their child care, just as it

is guarantesd 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 & year in order (o easz the transition.  We propose to continue that guarantes for participants
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in the Transitional Assistance Program who move into private sector work, The estimated costs of
transitional child care for the pew program are $340 million in 1999 and $1.0 billion over five years,

It i hard to argue, however, that low-income working families who are uot oo welfare or are
transitioning off welfare are less needing or deserving of child care subsidies than people who are on
welfare, It ssems quite inequitable to provide child care subsidies to one family and to deny them o
_ancther whose circumstances are -identical except for the fact that the firse 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 as'a capped eatitlement, There are” o
three basic options, which reflect different overali levels of resources and different targeting
strategies. . .

Entitiement; Full-Servigce Lavel

If we genuinely want 10 make work pay, (o make work more attractive than welfare, and 10 maintain
equity between those who have and have not been on welfars, s very important that day care
subsidies be available for the working poor, independent of their prior welfare status. The ideal
approach, if rescurces were no constraint, would be 1o guarantee 3 day care subsidy to all working
poeor famities who needed it, with a reasonable ceiling on cost per child. The cost of such z full-
service entitlement is estimated to be between $2 and $3 billion per year of net new Federal and State
spending.

‘This cstimate is very uncerfain, Because it is based on curreat usage, it does not reflect potential

changes in work behavior and child care choices that might result if new subsidies were available, | It S
may, therefore, be substantially underestimated. [ On the other hand, experience to date suggests that ,,ﬁ:s'll—»
actual duy care usage is often much lower than'planners predict; based on this experience, the

estimnate could be too high. Because of the great uncertainty of the estimates of providing subsidized

child care for the working poor, however, it is almust certainly unwise at this point to establish an

uncapped entitiement which could potentially become quite expensive.

The sbvious alternative i5 a capped entitlement set at 4 level that reflects available resourcss.
Capping the entitiement guamntees that spending will not exceed the specified Jimit,

We suggest a funding level less than full service in order to reflect avazia%;ie resources. The proposal
is for $2.0 billion in 1999, with a five-year cost of $5.0 bitlion. This is less than our éstimates for
full service, and thcreforc, requires some method of aliocation, -

Ilocatin od Entitlement: {2 Discretion .

_The most obvious way of structuring a capped entitfement to day care for the working poor, whether
at the full-service level or at 3 lower level, is to allot avaliable funds to the States and allow them to
use the funds for services to families as they see fil. This approach should work very well if the
funds are set at the full-service level, At a lower funding level, however, 2 problem arises because
the funds are almost incvitably less than the demand, and criteria for which families to secve are
difficalt to set. Day care subsidies tend, therefore, 1o be distributed inequitably, often on the basis of
a first-come, first-served strategy that cannot address relative need.
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An sliernative would be a targeted capped eotitlement, Because it would be capped, speading Jovels
would be controlled. But if it were targeted at a population sub-group, and set at a lavel that was
estimated to be sufficient (o serve that sub-group, the allocation problem of the normal, capped -
entitlement could be alleviated. The question, therefore, is whether there is 2 sub-group that could be
targeted that makes sense pmgrammatwalty and that could be served with a :easenabie resource
allocation,

An intriguing possibility is (o target younp famities, glong the same lines and for the same reasons
that we are targeting young AFDC applicants andd 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 recipients, Everyone born after 1969 receives services in the welfare program and day

- 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 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 $750 million per
year. Qur suggested funding level would, therefore, be sufficient to serve all young families and a
portion of older families,

Quality and Coordination Issues

The issue of quality versus quantity in day care has & long and contentious history, At one extreme
are those who argue that child care subsidies should only be available for care that meets Federally-
defined guality standards, that professionalized group care should be prefecred over informal care,
and that rates should be set in such a way that expensive care is not only eligible for subsidy but is
encourgged. Al the other extreme are those who argue that day care subsidies should be able t0 be
uged for any kind of care that the parent can find, with a strong preference for inexpensive and
informal care,

u
Fortunately, some agreements and accommodations have been emerging that can guide an approach 10
child care, Nearly everyone agrees that Head Start, with'its high quality comprehensive approach to
. child development, should be the preferred service for a3 many three- and four-year-olds as possible,
. with supplementary child care as needed. This Administeation's commitment to expanding Head -

Start, and to developing more full-day and full-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 Chel e 2 State (vor \
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Nearly everyone also agrees that for other child care arrangements, parents should have nearly
unlimited choies, constrained ondy by State repulations and by minimum health and safety standards.
The general principle is that providers who receive gubsidies should mest State licensing or
registration standards. Providers that are exempt 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. controf of infectious diseases, building and
physical premise safety and minimum health and safety training of providers.

g

- —

A third point of general agreement is that some funds ought to be available for investments in child
care quality and supply. We propose setting aside a portion of child care funds for the following:
resource and referval programs; grants or loans to assist in meeting Suate and tocal standards;
monitoring of compliance with licensing and regulatory requirainenty; training and technical assistance
ta providers; and enbancements to compensation for providers. We also propose to ensure that
tralning and techaical assistance are available 10 enable welfare reciplents 1o become Head Start and
day care providers. These programs should be an important source of ;}rzvaze sector jobs and of
W{}RK program slots for people moving off weifare,

Rateg

It general, States pay subsidies for child care equal to the cost of child care up 10 some maximum.
This maximum should be set in a way that it reflects reasonable costs of care. I 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 disregard was set at $175 per month in 1988, This
level needs to be raised to reflect cucrent market conditions and defined in such a way that it can vary
aver time amd perhaps geographically.

Program inati

Finally, there is agreement that day care programs and funding streams should be designed in ways
that are casy to administer and appear "seamless” to parents. This can be achieved both through
program sonsolidation, when possible, and through coordination of rmules, procedures and automated
systems, Because it is not fiscally possible to consolidate day care programs on the discretionary
side, and since it is probabiy not p()lmca%!y possible to consolidate day care programs on the ..
entithemens side, full consolidation seems unsble t¢ be achieved. Nanetheless, full coordination ought
o be an important goal,
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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
vates of femalo-headed fam:ly formation and the startlingly bigh poverty rates of those families Jie
behind our large and gmwmg welfare rolls. We are approaching the point when one out of every thres_
bahws m America will 'be born z{} an unued mother, ﬁ’zi: majority of whom will receive W&ifam 2t some
not rmwwg financial support from"both thelr parents, This o cazztriimtes ta rates of welfare receipt
that are much higher than we would izke

Concern over the dramatic increases in gut-of-wedlock births has led some commentators to advocate
Eargeiy punitive solutions. The most extreme of these would cut off welfare for unwed mothers, a

“cure” that might well have diszstrous effects on the children of these mothers, increase the need for
spending on foster care and orphanages, and(Amost certamlﬂmcrease 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 impact on teen preguancy.

In contrast to both these approaches, we belinve that the best prevention strategy 18 one that focusss on
parental responsibility and provides opportunities for exercising it, supplemented by increased family
planning efforts and demonstrations of service programs aimed at preventing teen pregoancy. We
helieve that very clear and consistent messages about parenthood, and the ensuing responaibilities which
will be enforced, hold the best chance of encouraging young people 1o think about the consequences of
their actions and defer pareathood, A boy who sees his brother required to pay 17 percent of his
income in child support for 18 vears may think twice about becoming a father. A gir] who knows that
young motherhood will not relieve her of obligations o live at home and to go to school may come to
prefer other opportumities.

The curcent welfare system sends very different messages, often letting fathers off the hook, and
expecting litthe from mothers. We hope and expect that a reformed system that strongly reinforces the
respons:bzlmes of both parents will help prevent wo-early parenthiood,

Along with :‘esponglbil ity, though, we must support a;}{mmmzy, Telling young people to be
respongible, without providing them the means 10.exereise responsibility and the hope (hat playing by
the rules will lead to a better life, isEruelly hypocriticald Both our child support proposals and our
“trangitional assistance proposals are designed to offer opportunity to work and prepare for work, built
on the experiencs of affective programs.  Usfortunately, the knowledge base for develaping effective
programs that prevent too-early parenthood by offering alternative hopeful futures is sadly lacking,
COur strategy, therelors mpﬁwm trying many approaches and fearning about which steategies are

" most effective. g '

Our approach has five components:
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The program of transitional assistance followed by work that was outlined earlier in this document
focuses on the responsiifities of custodial parents, especially young parents, to wark 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 1o work. Like the child support provisions, the obligations inherent
itt the program send a clear message about the consequences of parentheod, ensuring that welfare
receipt does not release either parent from their responsibilities (o work and support their childres,
Minor mothers, those under age 18, have special neads and deserve special consideration, Thisisa
relatively small part of the caseload at any poiat in time, but it is a disproportionate contributor to long-
term dependency. We have four proposals that affect minor and schoof-age parents:

. Minoe Mothers Live gt Home. We propose requiring that miner parents live in a household
with & responsible adult, preferably a parent (with certain exceptions, such as when the minor
parent is married or if there is a danger of abuse (0 the minor parent). Current AFDC rules
permil minor mothers to be "adult carstakers”™ of their own children. We believe that having a
¢child does not change the fact that minor mothers need nurturing and supervision themselves.
Under current law, States do have che option of requiring minor mothers to reside in their
parents’ household (with certain exceptions), but only five have included this in their Szzie
plans, This proposal would make that eption a requirement for all States,

. Mentoring by Older Weifare Mothers, We propose to allow States to utilize older welfare
mothers to mentor at-risk school age parents as part of their community service assignment,
This model could be especially effective in reaching younger recipients because of the ‘
credibility, relevance and personal experisnce of older welface recipients who were once teen
mothers themselves. Training and experience might be offered to the most promising
candidates for mentoring who are currently miving welfare benefits.

eling school-axe We will ensure that every school-age parent or pregaant teenager
wim is on or ap;:- ies for welfare enrolls in the JOBS program, finishes their education, and is
pul on 2 track o seif-sufficiency. Every school-age parent {male or female, case head or got,
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 contracis,
employability plans, and participation will apply to teen parents. We propose ¢ réguire case
management and special services, including family planning counseling, for these teens.

e ptions | avie entives, We proposs 1o give States the option 10 use moumry
incentives wmbzzwd mzh sazzczzcas as inducements t remain in school or GED class. “They
may also use incentives and sanctions to encourage participation in appropriate parenting
activities,

“The requirement for minor mothers {o live at home is e.sumawd to save $195 million over five years.
The costs of the options are trivial.

- [

Encouragements for Responsible Family Planning
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Responsible parenting requires access o information and services designed to discourage early sexual
behavior and 1o prevent preguancy. We propose the following:

algn agawnst tee gngy, We propose that the Prw{iﬁfzi fead: a national
campalg:z agamst teen pregaancy mvolving the media, wmmzzmty organizations, churches and
athers in a concerted effort e change perceptions, The campaign would set national prevention
goals and challenge the States to come up with school ar community based plans to meet those
goals,

s Inereased fggnc‘ligg« for family planning s ez:vicésb;hrggégg Title X, Responsible family planning
requires that family planniog services be available for those who need them, A request for )
increased funding for Title X was included in the FY 1995 budger submission, e

1ssur: Famiry Cars . -

The issue is whether States should be allowed or required 1o Himit benefit increases when additional
children are conceived by parents afready on AFDC if the State ensures that parests have access to
family planning services. Non-welfare working families do not receive a pay raise when they have an
additionaf ¢hild, even though the tax dedtuction and the EITC may increase.  However, families on
welfare receive additional support because their AFDC benefits increase antomatically 1 inciude the
needs of an additional ¢hild.

Proponents of family caps argue that they 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 o¢
receive more in child support without penalty as a substinute for the antomatic AFD(C benefit increase
under current law.

Opponents of family caps argmte that thers is no evidence that they deter births, and that they deany

. benefits 1 needy children. They argue that the value of the benefit increase is similar 10 the valug of

the tax deductions and EITC increase for 2 w{;rkiag family that has an additional child, (Thetax  ~°

deduction and EITC ingrease for the second child s worth $1,241 at the 320,000 income level; the tax

deduction is worth $686 at $60,000. AFDC benefits increase $684 per year for the smad Chlld inthe

median State; including food stamips increases benefits by $1,584.) ’ 1 ..
A State option policy where States representin {} percfsnt f the effected caseload adopt 4 family cap ’ i;ah 237
* provision might save $290 miltion over five yeafgr— - 5“"‘% A

Learning [rom Prevention Appmacit% that Engage Every Sector of the Society in Promoting
Respornsibility

Solely changing the welfare system is insufficient as a prevention strategy. For the most part, the
disturbing social trends that fgad to welfars dependency are not caused by the welfare systers but reflect
a larger shift in societal mores and values, Teen pregnancy a;s;mrs to be part of 4 more generai
paztem of high-risk behavior among youth, :

3



~GOMEBENTRAE. DRAFT--For Discussion Only
b

The Administration is developing several initiatives that aim to Improve the opportunitics available to
young people and ta provide alternatives to high-risk behavior., The School-to-Werk initiative, for
example, will provide opporiunities for young people to combine school with work experiencs and on-
the-job training, as a2 way of casing the transition into the workplace. The crime bill focuses additional
resources on crime prevention, especially on youth in disadvantaged neighborhivods. Initiatives like
these are aimed at raising aspirations and hope among young people who might otherwise become
parents 100 sarly, o
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 pascity of
proven approaches for dealing with it, Because the problem & so competling, it is tempting o propose
__substantial increases in spending on services and approaches 1o deal with 1. Unfortunately, although
there are numerous anecdotal reports on effective programs, none of the rigorous evaluations of
service-based attempts 10 prevent teen pregaancy has shown demonstrated success.,

We pelieve that large scale spending on unproven éppmaches would ba irresponsible, Instead, we need
2 strategic approach that develops and funds some substantial demonstration programs, and evaluates
them for their potential to be more broadly effective.

Demonstrations. Early childbearing and other problem behaviors are intervefated and strongly
influenced by the general life-experience assoctated with poverty, Chaaging the circumstances in which
people live, and consequently how they view themselves, is needed 10 affect the decisions young paople
make in regard to their lives, To maximize effectiveness, interventions should address a wide gpectrum
of areas including, arong others, economic opportunity, safety, health and education. Particular
emphasis mus? 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 combine education,

We propose comprehensive demonstration grants that would try different approaches to changing the
environment in which youth live and caretully evaluate their effects, These geants weuld be of
sufficient size or “critical mass” to significantly improve the day-to-day expeciences, decisions and
behaviors of youth. They would seek to change aeighborhoods as well as directly support youth and
families and would particularly focus on adolescent pregnancy prevention. While models exist for this
type of comprehensive effon, few have been rigorously evaluated. We propose a systematic strategy to
learn from variations in different types of approaches. Al demonstrations will include a strong
evaluation component, '

We propose spending $200 million over five years on these demonstrations,

Supparting Two-Parent Families

The Reinventing Government section includes provisions to end the current bias in the wélfare gystem
against two-parent families by: 1) sliminating the more stringent rules for two-parent familics that exist

" in current taw; and 2} allowing States o provide benefits to twospsrent familieS continuously, instead of
limiting provision of such benefits to 6 months, Allowing two parent families 1o receive the same

3



LONEOENTAL DRAFT-For Discussion Only
9,533
benefits that single parents receive should encourage families to stay together, remaove disincentives for
parents to marry and send 2 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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APPENDIX: ENDNOTES TO TABLE 1

Two-Farent Estimates

1.

The costs for eliminating the special afigibility requirements for two-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
Mamematm Inc,

Child Support Enforcement Estimates ' ¥

£,

The estimates for paternity establishment, enforcement, and computer costs are based upon our
best guess of how CBO will estimate the savings from &zese child support enforcement
nrovisions.* . v

The costy for the noa«:uswdzai pareat provisioms are 10 percent of the JOBS and WORK
PrOgramm costs,

The estimate fnr the cost of the child support assurance demonstrations are based upon CRO
estimates of the Rockefellec/Diodd bill.

Caseload Numbers and JOBS and WORK Estimates

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

i.

Adult recipients (including teen custodial parents) born after 1969 are subject o the time limit
beginning in October 1996 (FY 1997). The cost estimates assume about one thied of the States
will implement the policy a year sarlier than required, This foliows State implementations
under the Family Support Act, JOBS spending on other partions of the case]oad woukd
continue as per current law,

Caretaker refatives are not subject to the new rules and are not phased-in,

Parents who have 3 child under ose {or unde o omths, if conceived after the initial welfare
receipt), are caring for a severdly disabled chid, report & 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,

The caseioad mumbers incl:zde modest treatment effects as a result of the new rules.

Cost per JOBS participant ﬁgures are taken from the FY 1993 10BS data {adjuswd for mﬂatzon ‘
usmg zhe projected CPIL. .

s

The cost estimate assumes that all nondeferved phased-in vecipients are engaged in activities,
We assutae that at a given point in time, 50 percent of the phased-in rocipients are engaged in
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activities which have cost. For recipients with extensions, it is assumed that everyone is
panticipating in a JOBS activity which costs the program money.

7. The cost of developing and maitaining 3 WORK assignment is caleulated using CWEP data
from JOBS and from the welfare-o-work demonstrations of the 1980s (again, adjusted for
inflation using the projected TP Approximately 25,000 and 120,000 WORK slots would be
required in 1998 and 1999, respwiveiy

g, The figures for JOBS participants and JOBS speadmg undﬁr curvent law are tai:ea from the
&CF b&sclmc in the FY 1995 budget.

P

wwwwwwww

S ‘Fhs IOBS and WORK cost estimates do not consider the potez;f:iai unpact of child support on
the gize of the caseload. .

. e

Teen Case Management and JOBS-Prep Cost Estimates o -

i. The case management cost estimate presumes that at Rull implementation enhanded case
management services would be provided to all teen parents under the age of {9 and on
assistance. The percantage of teen parents receiving comprehensive case management services
is predicted to rise from 70 percent in FY 1996 to 80 percant in FY 1997, 90 percent in FYs
1998 and 1999 and to 100 percent in FY 2004, -

“The cost per teen figure for enhanced case management i drawa from Teen Parent
Damonstration data. There is no data available on the current level of pase management
expenditures in the JOBS program. Consequently, the estimate employs, as a proxy for a JOBS
case masagement cost per participant number, 2 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 (o teen parents under 19 and the cost of delivering
standard casg management to the same poputation. The gifference 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 percent
of those in the JOBS-Prep program. As Staigs currently serve only 16 percent bf the non-
exsmpt caseload in the JOBS program, it is plausible 1o suppose that States will not serve a
significantly higher percentage of persons in the JOBS-Prop program. As we have virtually no
idea 'what services States will provide during the JOBS-Prep program {candidates include
parenting skills classes, life skills training, vocational rebabititation and substance abuse
treatment}, arciving at a cost per participant figore for the program is chailenging,

_ For purposes of the estimate, we assume that States will not provide services such as vocational
. rehabilitation in the JOBS-Prep program. JOBS-Prep services will consist primarily of case 3( 5
muanagewment and referral to external service providers. Given that many of the persons in the UmF ]
JOBS-Prep program will have some serious issues 1o contend with {although same, such a3 {‘M’Mél’ '
most mothers of children under one, will not} a fairly intensive ievc! of case management .-{wa
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 YOBS program but not as intensive as the level provided in the Teen
Parent Demonstration. The number ig arrived at by multiplying [he Tean Parent Demonsiration
case management figure by 75,

Child Care Estimates

1.

These estimates refiect the child ‘care costs associated witl the above phage-in assumption
describedd under JOBS and WORK,

i
i

This estimate is based upon baseline spending for the Head Start program and therefore does
not account for the additional children who will be served by Head Start when it expands. This
follows conventional CBO swring fules.

-

There s ao sliding scale f& for servaces mcluded in this esismate
We assume that approximately 40 percent of all AFDC families pm:cmatmg in JOBS and
WORK will use paid child care,

We assume ihat Transitiopal Child Care eligibles will have average u’uizzaz;cn rates of 443

percent,

Qur working poor estimate represents a phase-in of a capped entitiement to cover children
whose families are below 130 percent of poverty but do not receive AFDC, By 1999, we will
approach full implementation with $2 biltion in net funding. We assume that there are approxi-
mately 8 million non-AFDC children below 130 percent of poverty, 40 percent of them will
potentially need child care because of their parents” work status, and 48 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 Congrassional Budget Office.  The ostinmte
assumes a State option policy wisere States representing 33 percent of the effected caseload
aiiopt a cap for bensfits for new childreen,

Itis assnmed that States would reduce the monthly benefit by $63 for each child (af’zer the first)
born while the mother was receiving ARDC. 1t is also assumed that States would have Jittle
success identifying childres born on AFDC during previous spells of welfare receipt.
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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 replacing the AFDC program with a new
Transitional Assistance Program (TAP). The TAP program includes four key elements: full
participation, education and training, time-limits, and work. ’
#  Full Participation--Everyone who wishes TAP cash support will be expected to do -
something 10 help themselves and their communty, 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 traiaing programs developed under the
Family Support Act. The clear focus will be to help people make the leap quickly from
welfare to work and to place them in jobs where they can support themselves and their
famihes.

#® . Time Limits--Persons able to work will genenally be limited to two years of cash
assistance. The goal is 10 place people in private jobs long before the two years is up, bui
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 will be

. granted.

& Work (the WORK program)--Those persons who have stili been unable to find work at
the end of two years, will be required 1o 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 infended to be
short term, last resort jobs, designed neither to displace existing workers nor to serve as
substitutes for unsubsidized privats ¢ecior employment,

Everyone who seeks welfare (AFDC) will immediately undergo an assessment. Based on this
. assessment, most persons will immediately be placed in the LEAP program--the succéssor *

" 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 some cases the focus will be on
immediate job placement, ln others, the LEAP program will help recipients gain access to
education and frainimg programs they need in order 1o find an appropriate job. Education and
training services will be coordinated with and ofien provided through mainstream state and federal
programs open to both welfare and non-weliare recipients. Recipiants who fail to comply with
their LEAP program will be sanctioned.

Most recipients are expaected to find work through the LEAP program. LEAP program benefits
will normally be fimited 10 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 10 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 stll needing aid after two years
would be placed 1n jobs where the income they will be paid for the work they do. The work
should bring benefits te (he community and dignity to the worker. But they will not be designed
to become long-term subsidized jobs. Various incentives will be used to encourage people (o 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 nunimuns the Pre-LEAP program
would include persons who have a disability which limits work, those who are required at home to
care for & scverely disabled ¢hild 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 i the Pre-LEAP program would not be excused from obhigations or
expectations. Rather they would be expected to engage in a broader set of activities than those in
the LEAP program. Everyone petting aid will have responsibilities and opportunities,

Though the ultimate mix of people in various parts of TAP depends on policy decisions. 'But as a
starting point, consider what would happen to the projected AFDC caseload in 1999 wath a fully
phased in program m steady state. ' We do not anticipate that any pmgram couid be fully phased in
that quickly, but 1999 provides a helpful baseline.

PROJECTED STEADY STATE CASELOADS-WITH FULL
IMPLEMENTATION

Prajected 1999 Adult Cases Witheuat Reform 4.7 million

Off Welfare with Reform (health reform, 1.2 miltfon
EFTC, child care, LEAP, WORK, etc.) ’

TAP Participants o : 3.5 million

“Working While on Welfare: ‘ 0.7 million |

LEAP participants . 0.9 million
WORK participants ‘ 0.7 million
Pre-LEAP--disabilityfage limits work 0.5 million
Pre-1LEAP--severely disabled child } 0.2 million
Pre~1,f£z§£3~~caring for child under 1 vear . 0.5 million




The category working while on welfare assumes that persons who are working at least part-time
while on welfare meet participation requirement and do aot face time imits. The mmplications and
alterpatives to this policy are discussed below.

The major cost elements of the program invelve the LEAP and Pre-LEAP program and the
WORK program. The gross cost of the progeam (not counting savings) are shown below:

. .
bl - e

Gross and Net Costs of TAP in Steady State ~ 1995 Dollars

LEAP and Pre-LEAP tramning/education $x.x billion
Child Care for LEAP/Pre-LEAP participants %x.x billion
WORK program job development $x.x billion
WORK program child care $x.x hilfion
Total Gross Cost $x.x billion

AFDC, Food Stamps, and Medicaid Savings ~$x.x billion
“directly attributable to TAP program

Total Net Cost $x.x billion

Six kev questions need to be addressed in designing the TAP program

®  Part-time work--How should people who work part time be treated in the TAP program?
In pamcu ar, should part-time workers face additional pamclpatxon and work
requirements and be subject to time-limits?

®  Pre-LEAP rxxies«-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 fn‘ogram? What
limits, if any, should be put on the number of extensions allowed?



. ®  WORK Program Design--Shouid states be required (o 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?

- ®  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 - .
[f someone is working part-time at a mintmuam wage job, they will still be eligible for AFDU
benefits in many states. What expectations should we have for such people?

One possibility is to allow part-time workers {20 hours per week} to continue to collect benefits if
they still qualify for them, and that the two-year clock would not run during such peniods. If the
person had exhausted their two-vear limit, part-time unsubsidized private work would count as
meeting the work obligation, The other alternative is to let the clock run except in circumstances
when the person was working at least 30, 35, or 40 hours per wesk,

Allowing pari-time work to count as meeling the training and work obligation has several
ardvantages. 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 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. Many
single parents may find it impossible to work more than 2/3s of married mothers do. Part-time
work would actually be a dramauc change from current situation where only 9% (7)of adult
recipients work at all.

Second, part-lime work may serve as a stepping stone 1o both full-time work and to better paving -
jobs. Given that so few mothers now work while on welfare, it is a natural stacting point for the
more disadvantaged women. It may be counterproductive in the long run to pull people out of
part-time private sector work to put them into full-time WORK slots. Employers typically have a
strong preference for work experience-in unsubsidized private jobs. And some of the 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 schools or colleges on a part-
tene basis,

Finally the cost of mandating full-time work could be very high. Full-time child care for young
children would be great. After schoo! care would have to be provided for many other childres.
Perhaps most importantly, if one required full-time work and guaranteed jobs at the end of two
years, on¢ would be in the position of pulling parents out of unsubsidized private jobs to place
them in a community work program. This would significantly mcrease the number of WORK
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. slots nceded and the cost ot prowdmg a full-time work stot and full-time child care willbe

significant.

Those who think part-time workers should be subject to tme-hmits and work requirements worry
that the AFDC program may become a work supplementation program. Some persons night
remain on AFDC for many years while working part-time. If the ultimate goal 15 to move people
completely off of 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 of their family. Should part-time work be enough indefinitely? One slternative would be
to allow part-time work 1o count for some period, but 1o eventually require full-time work, Note
that regardless of what policy is chosen, full-time workers will always be better off than pani-time
workers.

Program and Cost Imiplications;

Allowing Part-Time Work  Limiting Part-Time Work

LEAP Participants 9 million 1.1 million

WORK Participants .7 million 1.2 million
Met LEAP/WORK costs $x x billion $x.x billion
Pre-LEAP Raules

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 {851} Program.
But some disabilities and most illnesses, even severe ones, last fess than a year. Many other
people suffer partial disabilities that limit their ability to work. Sometimes a parent is needed o
care for a severely disabled child. And there are a variety of cases which some have labelled the
"walking wounded®-people who have such trouble coping with even day-to-day challenges of
parenting and survival in an offen highly stressfil environment,

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. Advosates for persons -
with disabilities ofien complain that current programs send both explicit and subtle messages 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
approjriate.

'
One very zﬁzz‘zgzzmg formulation has been proposed by the American Public Welfare Association,
They suggested creation of a "Pre-JOBS® program where everyone would bo cxp{:cted to do



something {o contribute to themselves and their community, but until they reached a certain stage,
expectations would be different from those facing people in the time-limited traming and cash aid
pragram. We have adopled this formulation with our Pre-LEAP program.

The nomenclature of Pre-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
{over 60), with severe disabilittes themselves, or who are caring {or 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 Adt exempted mothers ™
with children under the age of 3 from mandatory education, training or work expectations. States
had the option of requiring participation of mothers with children over the age of 1 if they chose

to do so, X states have elected this stricter option. The arguments for and against participation

by mothers of very young children are straightforward to describe, but the issues pose deep
philosophical and financial questions,

There simply 15 rot sufficient social and behavioral science evidence to determine definitively
whether and when it is appropriate to require a parent 1o participate in a work or training activity.
Some developmental psychologists belfeve strongly that a parent should stay home and nurture
the child if possible dunng these years. Yet well over half of the mothers with children under
three now work at least part-time. Many of those secking 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 does not show clear harm or benefit to children
of mothers working outside the home. There is, howevet, a strong hint 4 existing studies that
children of working mathers who feel positively about work do better than children of mothers
who are unhappy working and who feef forced into an unpleasant job by economic necessity. His
clear that when a mother goes to work for the first time, it is initially stressful for the family. But
work can bring

Using existing survey data, Working Group stafl 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 various elements of the TAP program,



NUMBER OF PERSONS IN VARIOUS TAP ELEMENTS AND
NET COST UNDER VARIOUS PRE-LEAP GPTIONS

* Option A Optien B Qption C Qption D

Pre-LEAP 0.3 million 0.7 mitlion 1.2 million x.% milhion

:
> B

% of projected kA 20% 33% W%
TAP caseload

LEAP .y million .y million Y million  ymulbon

WORK .y million .y million .7 miltion .y million

Net Cost $x.x billion  ,3x.x billion $x.x Billion - Sx.x billion

Option A: Case head is 60 years or over, case head has severe disability, or child with severs
disability -

Option B: Case head 15 60 years or over, case head has disability which imits work, or child with
severe disability .

Option C: Option B, plus cases with child under 1 year in the household or woman in the final
trimester of pregnancy

Option D: Option B, plus cases with child under 3 vears in the household or woman in the final
rimester of pregnancy

In evaluating these percentages, recall they are off of a much smaller base than the current AFDC
program since other elements should remaove a quarter of the caseload or more. The remaming

participants are more likely to be disabled. Option C for example is only 25% of the projected
AFDC caseload without reform.

Determining who should go into LEAP and who enters Pre-LEAP creates difficult administrative
and oversight issues. It is extremely difficult to define tightly exactly which are cases where
someone can and cannot work, Highly detailed federal guidelines can lead precisely to the kind of
precccupation with paper and process rather than a focus on moving people forward that so often
seems at the heart of the current welfare failures. And there are mevitably cases that just don't
seem to fit in one category 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 ia
deternuning which particular cases will be selected.



Extensinns

A related, but conceptually distinet question is that of extensions. Two-years is not ez‘aough time

to complete some educational programs. In some cases, persons may b 50 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 four year college degree
would need more than two years 1o complefe 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. -

- s

‘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 School-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 with language difficulties

may need to fearn English before they can complete a GED or get additional trdining.  ~

The controversial question is whether persons should be able to receive full welfare benefits while
they g0 on to complete a four year college degree. Those who favor such a proposal emphasize
that the only way to a really secure fiture off of welfare is an excellent education. Pushing people
nto lower paying jobs which do not offer high encugh pay or upward mobility may be counter-
productive. Those who oppose extensions to complete a 4 year college note that only 1/4 of each
cohort of graduates from all incomes and backgrounds receive a 4 year degree, and among
welfare recipients the fraction is much lower. They wonder whether it i3 far {0 use welfare
benefits to help support persons who are getting college degress when the vast majority of
persons payinyg for that support will never get such a degree. There 1s 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 {0 this dilenmma may smerge is part-time
work fulfills the work obligation. In those circumstances, persons warkmg pari zzme 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 federa! rules regarding who can be deferred and when is fikely to lead to a nightmare
of audits and fingation. Working group staff recommend that just as with deferments, states be
given a himited number of extensions with broad guidelines as to how they can be used, but that

states are responsible for éetermzmzzg the best way to use them. But what aumber of extensions
makes serzse? .



R

DRAFT

Afz2/ay
THE TRANSITIONAL ASSISTANCE PROGRAM

Perhaps the most critical and difficalt goal of welfare reform is to reshape the very mission of the
current support system from one focussad on welfare 1o one focussed on work, opportunity, and
responsibility. The Working Group.proposal calls for replacing the ARDC program with & new

Transitional Assistance Program (TAP)) The TAP program inchides four key eleménts: full f“" GQ{
participation, education and training, time-fimits, and work. ’;u:} ¥ g :
. Full Participation--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 reaponsibility 10 move toward work and independence.

L Training, Education, and Placemsent {the JOBS program)--TAP will be refocussed by
expanding and improving JOBS grogram which provides the training, education, and
placement services a5 developed under the Family Support Act. The JOBS program will
probably have to be renamed (1o avoid confusion with the WORK program), but the basic
program will be quite similar. The clear focus of public assistance will be to help people |~y ‘i%
move quickly from welfare to work and to place them in jobs where they can suppont W
themselves and their families. Every aspect of the program will emphasize private
placements and work. The services will focus on using existing ITPA, educational
opportunities, and other mainstream training programs as much as possible.

Lt
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L Time Limits--Persons able to work will @E Mbe limited 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 of ¢ash aid by people able to work,
In a limited number of cases extensions 1o complete an educational program will be
granted. The time limit is a lifetime limit, though recipients could eam back some
additional time for time they are off welfare,

s Y7ok {the WORK program}--Those 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 nonprofit community .
* organizations, still others may work in publlic service gsc}szzwas These are intended to b&
short term, last resort jobs, designed neither to displace existing warkers nor to serve as
subsﬁwze& for unsubsidized private sector employment,
Everyone who seeks welfare (&?f}{:} will immediately undergo an assessment. Based on this
assessment, most persons will immediately be placed n the JOBS program or z\z}s SUCCESSOr
7 JOBS program will bl A strategy will be developed by a JOBS worker and the client designed to ge00 |
‘ Wﬁ?&g’e from welfare 1o work and independence. In some cases the focus will be on Carbeet
mmcdmw job placement, and $tates will bave the 655{?%? requiring immediate jobg scarch for all -
et Lty
persons.  Where needed, the E\@Es program will h\Ip Tecipients gain access 1o education and ,ﬁ?ﬂ‘
training programs they need in order 16 find an appropriate job. Education and training services '
will be coordinated with and often provided through mainstream state and federal programs open
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to both welfare and non-welfare recipients. Recipients who fail to comply with their JOBS
program will be sanctioned.

Most recipients are expected to find work through the JOBS program. JOBS program benefits

will normally be limited to two years. ARter that time, those persons still on welfare would be

required to enter the WORK program. Those in the WORK program would be reqiiired 1o 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 quiteclear. 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 long-term subsidized jobs. Various incentives will be used to encourage peopie to take
unsubsidized private jobs as soon as they can find them.

25
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A fimited-number of persons will be put inte a JOBS-Prep program, This program is designed for
persons who are not currently in a position to work. At a minimum 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 dtsgbied child or relative, and persons of advanced age. It might also include
mothers with very.young. : children. 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. Rather they would be expected to engage in a broader set of activities than those in
the JOBS program. Everyone getting aid will have responsibilities and opporivaities.

Six key questions need 10 be addressed in designing the @ program

L Focus and Phase-In --How quickly sheuld the reforms be pilascd in and who should be
targeted initially?

. Part-time work--How should people who work part time be treated in the TAP program?
In particular, should part-time workers face addstional participation and wark
- requirements and be subject 1o time-limits? g

» JOBS-Prep rules—-Who should be put inta the JOBS-Prep program because they are not
- able to work or needed at home? What caps should be put on tize mmher of persetzs i
the J OBB»Pm;} pmgram'? . - .

. JOBS Extensions--Who should be granted extensions under the JOBS program? What
limits, if any, should be put on the number of extensions alfowed?

¥

* Wark for Wages Versus Work for Welfare--Should states be required 1o ¢reate jobs
paying wages which are provided 1o those in the WORK program? Would states be
allowed 10 use CWEP jobs for all or pant of the WORK placements?
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g The Hours of Waork Required of WORK participants--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 tnto unsubsidized work? "Should the
EITC be denied to work program participants? Should any particular WORK placement
be Emited to 12 months? Should the total time people are allowed i the WORK program
be limited? -
Focus and Phase-in / . '
The ultimate mix of people in variousparts of TAP depends on policy decisions. But ag 4 starting
“point, consider what would happen'if we chose undertake the extremely ambitious task of
beginning TAP full scale in{Octobel 1956 {most states will require 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 ane set of policies.
Note that making different choices about part-time work, JOBS-Prep and extension policy, and
the nature of the WORK program will affect these estimates. ‘Note also that the figures for 2004 |
assume the passage and fuli-implementation of health reform. Earlier years assume the curremt
system. Without health reform, JOBS and WORK figures would be significantly larper.



PROJECTED CASELOADS UNDER PROGRAM FOR

OCTOBER 1996 IMPLEMENTATION FOR ALL PERSONS
LHMED ATE

F

FY 1997

FY 1599

FY 2004

Projected Adult Cases Without Reform

4.5 million

4,7 mitlion

5.1 miflion

e

Off Welfare with Reform .
{health reform after 1998, BITC, chlld
care, JOBS, WORK, ¢ic.)

A million

.5 million

1.2 million

TAP Participants | ™

4.4 million

4.2 million

3.8 million

Working While on Welfare

3 piillion

4 millien

6 million

JOBS participants

3.1 million

2.1 mitlion

1.2 million

WORK participants

0 million

6 million

1.0 million

JOBS-Prep--disability

< 4 mitlion

4 million

.4 million

JOBS-Prep--severely disabled child

.3 matlion

2 mitlion

3 million

4 mullion

.4 mdlion

4 miflion

JOBS-Prep-~canng for child ander |

The table ihustrates the dynamics of the program over time with immediate implementation. In
1997, the first year of impiementation, everyone who is not working or in JOBS-Prep is in the
_JOBS program, since no one will have hit the two year time hmit. By 1999, there are fewer
people in the JOBS program and more in the WORK progrant as some people have hit the limit.
‘Note that most people on welfare in 1997 will not hit the limit in 1999 - Maay ieave wclfam and’
never Hit the limit. Others cvele on.and 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 reform, the
expanded BITC, child care for the working poor) people leave welfare who would otherwise hive
been on it and more people choose 10 work while on welfare. This leaves fewer people to be
served in the JOBS/WORK program  Note that by 2004, of the projected 5.2 million people
expected to be on welfare in the abscence of reform, 3 nullion are now off welfare, or working
while on wellare, 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 probebly half that number in any given



month) would have to be served by 1997 in the JOBS program. Moreover, states would have to
be gearing up for a work program that would approach the size of CETA in the year 2000, It is
unimaginable that states could move this quickly, even if resources were plentiful, such a massive
and immediate expansion almost guarantees that the JOBS program will be poorly-administered
with imited real content in many states. There is much greater threat of gfsﬁ;ccman with such a
- rapid build up. Facing the need to serve millions of new JOBS clients & prosfiect of
substantial job creation, states are likely 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 transformung the
culture of welfare offices will not get the attention that is'critical to this reform.

_The final concern is cost. The table below illustrates the cost of the progran (in-1995 dollars) for /
the first 5 years, and for 2004, In reading the table note that the first column is 2 5 year number [ =T
{with implementation in October 1996) and the second column is a / year number. J

i . R

Cost Element 1995999

JOBS training/education

Lxx.x hillion

$x.x billion

WORK. program job development

$x.x billion

$x.x hillion

JOBS/WORK program child care

3x.x biflion

$x.x biltion

Tatal Gross Cost

$xx.x billion

3x%.x bhillion

AFDC, Food Stamps, and Medicaid Savings
directly attributable to TAP program

-3x.x billion ~$x.x billion

$x.x billion‘

-

Bxx.x hillion

Total Net Cost

It seems essential to phase in more slowly 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 applicanis o

(both new and returning). This strategy has the obvious appeal of changing the rules mutially for pEEY
people who enter welfare rather than those who came on with different expectations. But it raises § 10 AR
serious equity concerns, A person who had children young and whe has been on welfare for AT
many years would face no time limit initially. Meanwhile another person of the same age and [ s
Leofit
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same number of children who was married or worked to.siay off welfare, who suddenly needs
support would be subject to time limits, Having rea;}plica?ts face time limits also creates very
perverse incentives to sfay on welfare. Most who. leave-welfare do return at some stage, so nmany
may be inclined to stay on welfare to avoid leaving and coming back under a new set of rules.
One might try focussing only on new applicants, but since there is {ittle reliable data on past
welfare receipt, such a plan creates a virtually impossible verification problem if people 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 will 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,

A particularly attractive alternative is 1o focus on js young people--such as those under 25 in } Ufi?
1995, It is the younger generation of actual and potential welfare recipients that are the source of | ¢/
greatest concern, but also the group where there probably is the greatest hope of making a f THE,
profound difference. These are also the people likely to have the longest stays on welfare, inpart | #wfe énd
because they are just beginning their siays. And one can then devote the energy and resources 1o ﬂé»‘{?‘r
trying to "rescue” the next generation, rather than spreading efforts so thin that fatle real help iy’ | (:,é‘iwwiﬁ,»
provided. ‘

One strategy would be to put all persons born after 1970 {under 25 in 1993) under the s ‘“’J]
transformed transitional support system. All persons of the same age and circumstance would - 54

face the same rules regardless of when the staried welfare. Such a system automatically phases in
since the fraction of those on welfare who were born after 1970 increases with time,  1n 1995
such a plan includes everyone on welfare who is under 25, Ten vears later, it includes everyone
who is under 35, For this cohort and all who foliow, the welfare system is transformed.  1fwe
suceessfully implement the program for the younger generation, we can then move onto older
reciptents. Note that such z plan would not contemplate removing any existing education and
training services from older recipients. They would still be eligible for JOBS services. But the
new resources would be focussed on young people. : :

< ”’i‘}za‘nugnber of pgrsaz{sxsgx_"{'cd_and{%r_ such a strategy is,aé‘follew‘s:" : . R
& e A
wé . ("AE“;{
” §es5e
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PROJECTED CASELOADS UNDER PROGRAM FOR

OCTOBER 1996 IMPLEMENTATION FOR PERSONS BORN AFTER 1976

FY 1997

FY 1999

FY 2004

Pm;ected Adult Cases Wzti: Parem
Me 1970 Without Reform

1.25 million

1.6% million

2.77 miilion

Off Welfare with Reform
(heglth refamz after 1999, EITC, child
care, }OBS WORK, etc.)

00 mitlion

.16 million

.66 mithon

TAP Participants

1,28 millign

1.54 million

2.11 million

" Working While on Wellare

10 million

13 midlion

.31 million

JOBS participants

56 million

G4 million

76 million

WORK participanis

00 midlion

.11 million

.57 million

. JOBS-Prep--disability

A0 milhon

.12 million

18 miltion

JOBS-Prep--severely disabled child

68 mullion

06 million

08 miilion

JOBS-Prep--caring for child under 1

A5 million

1R mulbon

.20 million

The projected caseload numbers without reform grow rapidly because a larger and larger portion
- of the caseload will have been bom after 1970. 1n 1997, roughly. 36‘% of the pro;eczeé cascieaé is
* in this gmup By 2004, more than half are included. =

The projected costs of f‘t}cusing on this target group are as follows:



Cost Element

Crross and Net Costs of TAP Under October 1996 Implementation for Persons
Born Afier 1970-Combined Siate and Federal Cosis

19981999 .

2004

JOBS training/education $xx.x billion $x.x billion
WORK program job development $x.x billion $x.x billion
JOBS/WORK program child care 3x.x billion $x.x billion

Total Gross Cost

$xx.x billion

$x.x billion

AFDC, Food Stamps, and Medicaid Savings
directly attributable to TAP program

~3%.x billion

-$x.x hillion

Total Net Cost

$xx.x billion

$x.x billion

A decision to focus on young people initiafly in no way precludes adding all or part of the rest of
the population to the program at any time. States could be given the option of doing so. ifind
or § years time, the program is working well and it is feasible to ﬁxgazzé capacity we can do so at

that time.

group and get larger estimates. Still in the opinion of th

orking Group staft and c‘ﬂé}%"@{“”

Of course other types of phase-inftargeting strategies could be used, One could focus on people
who are younger and get smaller numbers. Or one could start with a group &wt in(:ia{ied

T

P

seems the appropriate magnitude if the goal is to fundamentally change the system and help
. people help themselves,

" J()BS~Prep Rules. oo
Any policy where work is reqmrcd and time-limits lmp()sed must take account of differenices 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 (S8I) Program. '

But some disabiities 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
cargggr a severely disabled child. And there are a variety of cases which some have labelled the
{‘walkmg weunde‘g' --people who have such trouble coping with even day-to-day challenges of

-~ Lo
f

parenting and survival in an often highly stressiul environment.

Ed
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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 subtie messages 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 of a "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 those facing people in the time-limited training and cash aid
program. We have adopted this formulation 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 able 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 canng for a severely disabled child
should be deferred. But the questlon 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 ali
mothers with (healthy) children be expected to work?. The Family Support Act exempted mothers
with children under the age of 3 from mandatory education, training or work expectations. States
had the option of requiring participation of mothers 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-Prep program and not immediately subject 7
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 J OBS- Prep under.
'dlﬁ'erenl policies: . R ‘ St

Option A: Case head is 60 years or over, case head has severe disability, or child with severe
disability -- x% g

Option B: Case head is 60 years or over, case head has disablllty which limits work, or child with
severe disability -- x%

] | o b 60{2“ Nﬂ
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1%

,x‘ .
Option C: Option B, plus cases with chf E{i under 1 year in the household or woman in the final M
trimester of prcgna%(;h fen conceived while the mother is on welfare would qualify
the mother for only’ 4 month of JOBS-Prep ~-x% 5

-

Option D: Option B, plus cases with child under 3 vears in the houschold or woman in the final £
frimester of pregnancy, Children conceived while the mother is on welfare would qualify 4
the mother for only 4 months of JOBS-Prep. 1%

Staff recommend selecting Option €, and that option is the one uged in baseline estimates. Itis -
easy to determine the age of youngest child, but difficult to determine exact rules regarding - . -
disability, iliness, and the need to care for a relative. Rather than set up elaborate Federal rules for
defining ability to work and then auditing performance, Working Group staff recommend that the
Federal government set a maximum percentage of the caseload which can be placed m JOBS 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 enocugh 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 four year college depree
would need more than two years to complete their education. Some programs such as the school-
to-work program involve both a peried 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 ligh school degree should be granted extensions. Similarly, persons
in School-to-Work or similar programs should be encouraged to continue their education.  There
are others who may need more time 1o get adequate schocoling. Persons with language difficulties
may need to learn English befors they can complete a GED or get additional training. .

. The controversial question is whether persons should be able 10 receive full welfare benefits while
" 'they £0 on to wmpiew a four year vollege éegree Those wiw favor such a proposal emphaszze
that the only way to 2 really sécure future 6ff of welfare is an excellent education. Pushing’ people.
into lower paying jobs which do not offer bigh enough pay or upward mobility may be counter-
productive. Those who oppose extensions to complete a 4 vear ¢ollege note that only 1/4 of each
cohort of graduates from all 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 1o 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 singte
parents would actually have greater access to economic suppon for higher education than persons
who did not become single parents. A partial resolution to this dilemma may emerge if part-time

10



work fulfills the work obligation. In those circumstances, persons working part time and
schooling part time would continue 1o be eligible for some support in most states.

Just as in the previous case, staff recommend that a fixed percentage be sclected as a cap on
extensions, The current proposal allows states to use extensions for persons completing their
GED, completing a structured School-to-Work or similar learning program, persons needing to

< overcome a language barrier and other reasons, States could also use extensions for persons in
college work study programs. Staff believe that a figure of x% of the total TAP caseload
(roughly 25% of those who will exhaust their 2 year limit) will offer suflicent extensions in most
cases. States could apply to the Secretary for additional extensions as a state plan amendment if
they can demonstiate 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-limit is reached. Much of the energy is focused on making work pay,
collecting child support, and creating a fiest 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-timit all pergons will be required to engage in 2 peniod of intensive job search. Some will hit
the time-linsit 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 for wages plan, welfare benefits end when the time-limit is reached. The state
or locality is required (o offer a work opportunity 1o 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 & "recipient” (o 2 worker. In a work for
welfare plan, the person continues 1o receve 8 welfare check, and is required to work at a
designated community service job, Persons who fail to report for work or.who perform poorly
can be sanctioned with reduced welfare benefits, so long as the state can establish their poor

performance was not for a good cause. Persons remain recipients, but they have increased
obligatives, , .

* There scoms little disagreement within the administration on the strong sppeal of a work for -
wages model. It provides a paycheck instead of a welfare check. Tt is scen as providing a
traditional work opportumity with the dignity and the responsibilities of an ordinary workplace. <
The major question to be resolved 18 not whether 10 encourage states both with some sort of
financial incenfives and with techmical assistance to adopt a work-for-wages model. The question
is whether to allow states 10 use a wark-for-welfare model i they choose. Thus the real 1ssue s
how much flexibility to allow the states in deciding which model to adopt. -

Those who argue for state flexibility on this issue point 10 two major concerns: inplemmentation
and recipient protection. A work program of this type for this population has never been

1
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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, determining how and how much organizations who employ the work program
recipients will be paid, resolving disputes, determining how placements will be made, and
monitoring performance. There are also difficult questions involving worker protection. What
happens if a worker 1s sick, or if their child i1s 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 limited real experience for deciding the
answers.

=

By contrast, work for welfare has been tried 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 of performance 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 Y
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! 2nd that will undermine
the goals and philosophy of this plan. States will be given enormous flexibility within the work
- for wages modei. And the number of work slots contemplated under the program targeted on
young pcople 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
through CWEP. subsequently fare better in the workplace than people who were just on welfare.
LAnd no wonderﬁ Employers will probably never see CWEP 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 work and the paycheck tied to performance, there will be far less dignity
in WORK, _

Advooates for & work-for-wages policy would distinguish this Admmmstration'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 o'their own
contrasts sharply with a plan which calls for people to work off their welfare check after 2 years.
Most of the iz‘a{ht;onal Democratic constituencies stronggly favor s&ork«fwwwageg\ Uniong haye
vociferously {3;};}03@{1 CWEP and Rave indicarsd that they will continue to do so. (They aré
deeply.concerned about 8 work-for-wages strategy as well, but there is room for negotiation'm
such a plan.) 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-time yersus Full-time Work Expectations ‘- -,

The TAP program focuses heavily on work. Persons cannot collect welfare benefits indefinitiely
without working, But what level of work should be expected” Is part-time work sufficient or
should persons be expec{eé to work full-time.

Allowing part-time work to count as mesting the participation and work requirements has several
advantages. First, it may be the most reahistic standard for single parents, especially those with
voung children. Al working parents face sigmificant burdens in dealing with school schedules,
child care, sick children, doctor wisits, 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 oaly 7% of adult reciplents work in a given month. Getting people working even part
time perhaps should be seen as a major accomplishment,

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 natural starting point for the
more disadvaniaged women. It may be counterproductive in the long run to pull people out of

part-tinie private sector work to put them into full-time WORK slots. Employers typically havea -

strong preference for work experience in unsubsidized private jobs. And some of the parents
working part-time could conceivably spend other time getting further education and training in the

mainstream training sector. Part-time workers could attend trammg schools or colleges on 3 part-
thme basis,

Finally the cost of mandating full-time work could be very ligh Full-time child care for young ¢
‘children would be great. After school care would have to be provided for many other children.
Perhaps most impontantly, if one required full-time work and guaranteed jobs at the end of two
years, one could be in the position of pulling parents out of unsubsidized private jobs to place
them i 8 community work program. Unless, stricter rales induced many part-time workers to
feave welfare entirely for full-time work, this would significantly increase the number of WORK

slots needed and the cost of pn:avzdmg a full-time worlk slot and full-time child care will be ~
sigrificant.
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Note that full-time work would always be much financially rewarding than part-time work. Part-
time workers would still generally still 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 will stifl get food stamps. ‘

Those who think part-time worker should not be allowed indefinitely worry that the 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 off of welfare,
allowing people to mix work and welfare is sending a mixed message. Many pareats outside of
welfare feel they must work fuil time in support of their family. Some mothers who might waork
part-time and get suppiemental welfare benefits might choose to leave welfare altogether i they
were forced to work full-time.

With these argumients as background, two related decisions.must be made:. how will pari-time
work be treated for people working in unsubsidized private jobg while still getting some
supplementaty welfare benefits, and how many hours should be expected of those in the WORK
program,

Mixing Unsubsidized Work With Welfare

Consider first the situation facing someone who is warking part-time at 8 minimum wage job. In
most states, they would still be eligible for some supplemental AFDC benefits. Currently only 7%
of the caseload has reponted ¢arnings 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 faw incentives {0 mix work and welfare. Benefits
decline dollar for dollar and the admimistrative and reporting burden on the client and welfare
worker when someone goes to work is considerable. But with the expanded EITC and other
reinventing government assistance policies, there may be considerably more incentive to work.

And if the time-limit clock was stopped in months where a person was working pant-time, there
would be even more incantive (o work. ¢ .

One possibility would be to count part-time unsubsidized work as full participation and the clock

stops during periods of work, Persons would be entitled to any supplemental castrbenefits if they

stilf qualify for them under welfare rules, Of course, such persons would receive significamtly less

cash aid than non-workers since benehits-are reduced for income net of work expenses, 1 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 mimmum work expectation at 20 hours. People working 20 hours or more would be

allowed 1o collect supplemental aid indefinitely.

An alternative is to stop the clock only when some higher level of work is achieved, such as 30 or ; 2 z;"(é
4G hours per week. Or one could allow part-time work to count 50 fong as children are below [ ¢
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some age, and then set higher hours when children are older. Presumably one would set the same
or greater minitaum hours in the WORK program,

The exact impact of allowing part-time unsubsidized work to count as participation is hard to

- determine, It could be very expensive and difficult 1o get everyone working full-time. And
because part-time workers would be expected to participate in other ways, such a decision is
likely to significantly increase the number of persons for whom WORK slots have to be generated.
1n addition, if part-time workers lose their opportunity to participate 1 JOBS because the clack
keeps running., People may give up existing work to get training while they have the chance. On
the other hand, a full-time work expectation reay cause some people to find full-time unsubsized
work and leave welfare entirely. The current cost estimates assume that part-time work counts a8s
full participation and that over time, more people choose to work part-time in unsubsidized
employment. If pari-time work was pot counted, and if we do not observe a significant
behavioral effect, by 2004, a taial of 600,000 more people would have to be served in the JOBS
or WORK program for 2 TAP program reaching all recipients, Haif that number would need to
be accomidated if young people were targetted.

Work expectations in the W rogram
A much more significant igsue than the treatment of unsubsidized 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 mimmum wage, But this simple formula 13 not very practical. Assume fora
moment that a work-for-wages plan is chosen.

First, in low benefit states and for persons with non-welfare income, the hours of work per week
can be quite low. In Mississippl, a mother with two children would be required to work just 6,5
hours per week, hardly a practical work experience. One solution 15 to set a minimum level of
work, say 15 hours per week. 1f one pays the minimum wage for each hour worked, setting 2
minimum has the effect of increasing the amount WORK participants get relative to peopleon . 77

F S
welfare, i =

By contrast, in high benefit states, more than 33 hours per week would be reguired 1o eam
enough 16 equal the welfare payment. This implies that some sort of supplement must be paid to

- - . a)\“
ensure people working in the WORK program garner as much income as those whe are not \/———J

working who have not yet hit the time limit. Full-time work implies high child care costs and
difficult placements,

These issues are present but less obvious in a CWEP program. States still set work hours and pay
the ongoing weifare benefit. Low work hours or implicit subsidics are still an issue, but what i3
wage and what is supplment is less obvious.

The Working Group staff and chairs recommend giving states the option of setting work hours
between say 15 and 35 hours according to whatever oriterion thay choose, so long as the at least
minimn wage 5s paid {or each hour, If the expected earnings (lass work expenses) are less than
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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
10 work 29 hours to receive as much income as on welfare. If every state chose 20 hours of
work, most states would need to supplement earmings somewhat. If every state chose 1o assign
the number of hours necded to reéach the welfare benefit up to 35 bours, roughly x states would
need to supplement the WORK earnings for & family of three, Allowing states the Option to
assign part-time work 1o at least some recipients and to supplement the earntngs is most
compatable with a plan 1o allow persons in unsubsidized part-time work to collect whatever
supplementary benefits they qualfy for. In effect this plan would allow states 1o choose whether
TAP could be used ag a work supplement for past-time workers or as @ mechanism for ;mshmg,
people off of welfare and into full-time work.

Cost estimates here assume that states are aiicwegi to choose WORK hours between 15 é.nd 38,
ang are required 10 supplement if necessary. -~

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 afier the time-limit has been
reached when people cannot find private sector jobs. Unless long term participation is deterred,
‘the size of the WORK program could become prohibitively large. lTndeed, the ultimate goal of the
WORK program is to place people mio unsubsidized work.

There are various ways in which 2 WORK program can be designed i order to discourage or
prevent extended participation. These iaclude: limits on the duration of each individual WORK
assignments, requiring frequent job search, denving the EITC to WORK program participants,
and placing limits on the total time people are allowed to spend in WORK assignments.

Limits on the duration of individual WORK assignments followed by intensive job search: There is
hittle disagreement that individual WORK placements ought to be limited in duration to perhaps

12 months. This limitation 15 designed to prevent rxrticipants from becoming attached to
particular subsidized jobs. Of course, there will be strong encouragement and incentives for
employers to retain WORK waorkers in upsubsidized positions at the end of 12 months. Before
and after each WORK assignment, iob search would be required. -

not escbew private sector jobs for W{}RK ;t;osztwns 13 to make certain that any private sector
positian pays better than 3 WORK job. Though there are various mechanisms for accomplishing
this, ane of the ¢asiest is to deny the EITC for money carned in the subsidized WORK
assignments.  Since WORK slots are already subsidized and it may not be appropriate to offer the
additional subsidy of the EITC. There will be some administrative complexity to treating earnings ™
received while 2 WORK participant are not treated the same as other earnings.
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Current cost estimates assume a refatively modest effect of denving the EITC to WORK
* participants because there are no relable 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 0 40% more than WORK glots
{the EITC is effectively a 40% pay raise for persons with two children).
Unions and many advocates {or the poor argue that if persons are being expected 1o work in real
jobs they cught to receive the same benefits as other workers. They belicve 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.

Requining acceptance of anv private sector job offer: WORK program participants could be

required to accept any unsubsidized job offer or be denied a WORK job for several months, After
@c reﬁajgi} the person might be denied a WORK indefinitely, Some advocates for the poor 7

argue that such provisions are unnecessary, hard to administer, and potentially unfair, especially if

the EITC 15 denied 1o WORK workers. .

Limiting the total time people can be in the WORK program: The most controversial way to limit
WORK participation is to time mit WORK, just as welfare 1s time-limited. Those who faver
limiting WORK assignments 10 2 or 3 years argue that other persons are not guaranteed that they
will be provided work until they are able to find 1. Theoretically persons could stay'on 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 (o guarantee WORK slots will not reach 1 miflion or

more in & way that could be scored by CBO is to place absolute limits on the duration of WORK
assignments.

The big problent 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, ':;NC.{ /
perhaps offering some form of additional housing aid.  Another plan would be to let WORK Ja‘y--TJ‘l
exhaustees return to cash assistance, perhaps with a lower benefit, Such a strategy would ensure

that WORK slots are preserved for those first litting the time limit. One necdn't require states to

limit WORK assignments, one might provide the flexibility to do so. The Republican plan does

allow states to terminate or reduce public assistance afier 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 previcus 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 searches, not refused any private offer, and will be seeking 2 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 such people are most likely -
people who gemsinely cannot find any private sector employment cither because they live m a-

-
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wealk labor market, or because they are not wanted for existing jobs. Thus cutting them off of

WORK or sharply 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 poveriy ine before their

incomes were ¢ut,  Linless we are willing to provide cash benefits without & work expeciation for

people who have exhausted WORK, -

Limiting WORK assignments will not have any effect on cost estimates in the five-yearcost - e o ?
estimation window used for the budget. Since the program will take states 2 years to implement,
even a strict two-year limit on JOBS followed by a strict two-year limit on WORK would not
affect anyone for & years. And since most people do not stay on welfare continuously for 4 years,

in most cases, it would not have any effect for 7 or 8 years, Eventual ly, howgver, limits on

WORK could have significant effects, If people tend to remain in the WORK program aslong as ~
they stay on welfare today, a 3 year limit on WORK placements could push up to{50% of WORK o
participants off of support. Unfortunately we have no information on the extent t6"Which T oaRvE
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: Work for Wages Program Design

The following are key policy elements and the initial recommended design. Elements witha *
cortain controversial 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, Community Organizations. To be resolved: membership and links to PIC and
Whixxs. The advisory panel most approve the WORK plan,

Funding: For each WORK placement: states would recefve a flat amount for administrative costs A ol
and would be reimbursed for expected earnings (hours times wage) according to a specified set of oy

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, ~—. _ [ -
@éiziam‘i monies or a higher match would be available to states in times of rccessio?f( > &
Placements: Placements 1 private sector establishments would be strongly preferred. States
would be free 1o 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, ete}
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National Service placements would be acceptable WORK placements. 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 participants in cumminty service activities.

*Displacement: Language to be negotiated with National Service dlsplacement langunage mcludm;D
labor veto over placements in ex1stmg bargaining unit positions servmg-as a model.

“*Hours: Hours are set by the state, minimum 15 hours, maximum 35. States are free to use

whatever criterion they choose in deciding upon hours so long as each thour 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 pay a supplement (see
below). Requiring full-time work is considerably more expensive, 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 approprnate or practical by the
local community.

*Wages, Working Conditions, and Benefits: Wag'es are set at the minimum wage, but states and
localities can choose to set a higher wage rate in specific cases. Wage rates are 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 payments would be remuired. Unemployment insurance payments
would not be required.

Supplementary Support: If expected earnings net of work expenses in the WORK p'rogram 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 followmf:, rules would
apply:
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® Food stamp, housing and other banefits 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 full mimber of hours 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 EITC and
would not incleded 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. Sinde WORK slots are already subsidized and it may not be appropriate to
offer the additional subsidy of the EI'TC. '

Limits on the duration of each placement with frequent requirements for orivate job search:
WORK slots are designed to be temporary avatfable only when people really cannot find private

sector work. Each individual placernent should itself fast no more than 12 months as a subsidized
placement and be preceded and followed by a period of intensive private sector job search, unless

the employer agrees to take the person on as ap unsubsidized worker {(removing the person from
the WORK program). -

*Required acceptance of any private sector job offer: WORK program participants could be
uired to accept any unsubsidized fob offer or be denied 3 WORK job for several months, Affer
@ refusals, the person might be dented a WORK indefinitely,

Tracking of Placement and Retention Records: States will be asked (o maintain records on the
rate at which WORK workers are retained or placed by thelr WORK employers in unsubsidized
jobs, Preference should be given to employers or placement services that perform better. Ata
future date, the Secretary may mnpose retention or placement standards.

Returns to TAP; Persons who become temporanily ill or face a new major new impediment to
work may seek to be re-evaluated 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 slots: In cases where there are insufficient work slots, first preference goes
to people just reaching the time imit. States are required to pay ongoing cash benefits to persons
who are not placed in WORK programs and a reimbursed at a stgnificantly reduced match,

]
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MAKING WORR PAY/CHILD CARE

A crucial component of welfare reform based on work and
responsibility is making work pay. Last summer‘'s expansion of
the carned income tax credit was a crucial step toward making it
possible for lovw wage workers to support themselves and.thelr
families above poverty. The welfare reform proposal will include
provisions to make sure-the EITC can be delivered on a regular,
advance~payment basis. The next crucial step will come with
health care reform. Many regipients are trapped on welfare by
their inability to find or keep 3jcbs 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,
to be able to work and prepare themselves for work, they need
"eare 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?

o What investments and/or reguirements should.be put in
place to improve the quality of c¢hild 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)

¢ working, in “transition® off welfare
S

o working, never on welfare or after transition.

+
¥

211 three categories have legitimate claims on day care
subsidies. Families who are required to participate in JOBS are
currently, rightly, guaranteed child caxe. People who are
working but still on welfare have their day care subsidized
through disregards from their welfare beneflts and sometimes
through subsidies. People who move off welfare and are working
are guaranteed subsidized cohild care for a year in order to ease
the transition. We propose to continue current guarantees.of
child care subsidies for these categories of recipients.
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It is haxrd to argue, however, that low income working families
who are not on welfayre or transitioning off welfare ave less
needing or deserving of child care subsidies than people who are,
It secems quite ineguitable to provide child care subsidies to ons
family and to deny them to another whose circumstances are
identical except foxr 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 pooxr families who have never. been on
welfare. Expanding JOBS and creating WORK -programe 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:

- $1.3 billion for those in JOBS, in WORK and working
while on welfare. This estimate does not reflect our
new phase in strategy, but is a pretty solid estimate
of day care costs for welfare rec1pzents at full
implementation of the plan. X

¢ $1.2 billion for those transitioning off welfare, This
is & theoretical estimate, not a projection from
current spending on transitional child care, which is
very iow.

{(Rote: All cost estimates in this section assume
current costs per child, which are lower than the costs
pexr child used by CBO; we will work with them to try to
resolve differencea. Cost estimates are net of current
spending, except for spending on Head Start, which is
not yet netted out., WE OBVIOUSLY NEED KEW COST
ESTIMATES HERE THAT REFLECT OUR TARGETTING STRATEGY.)

If these costs are pretty much given, (after reestimation to
reflect ourx targatﬁing strategy), then the crucial issue to be
decided is the size and shape of a day care subsidy program for
the working poor.

L

ncapped v, cappec % If we genuinely want to make
work pay, to %ﬁk& wvxk more attractive than welfare, and to "y
maintalin 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 celling on cost pex
child. “7The c¢ost of such an entitlement is estimated to be:

H

0 $3.8 billion for the working poor. This estimate is
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based on what seem to ke guite good assum@tzons ‘ahout
workforce participation and take-up rates for
subsidized child care, but it is certainly not iron
clad, Xt is net of current spending on the small ate
risk child care program and the larger Child Care and
Development Block Grapt, but not net of Head Star&
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, 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 the estimates of providing 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, for a fixed aunthorization
period. Capping the entitlement guaranteses that spending will
not exceed the specified limit, 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 cbvicus way of
structuring a capped.entitlement to day care for the working poor
is to follow the precedent of two current programs, the $900
million discretionary Child Care and Development Block Grant, and
nﬁj@ﬂﬂ the $300 million capped entitlement program for those *at-risk®

) ///f//bf AFDC receipt. Both these programs allot available funds to

. the states and allow them to use the funds for services to

families 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
get. Day care subsidies tend, therefore, to be distribyted

& ineguitably, 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 wmatched by states in a
ontext where there is no individual entitlement or expectation's
that pushes fiscally-pressed states to actually provide the
services. This bas been the experience in many states with even
the very small {$300 million} at-risk capped entitlement,

Capped entitlement etted. An alternative would be a
targetted cappad antztiement Because it would be capped,
spending levels would be contreolled. 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 targetting 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. Everyoné "
born after a certain date -(we suggest 1970) receives services in —
the welfare program and day care subsidies if they are worklng,
whether or not they are or have been on welfare.

This targetting-alsc has the potential for coming in at — j
reasonable cost. About a third of low income women with children VLWﬂMM
under 6 are themselves under 25. This suggests to me that no Lo’
more than a third of day care usage would be by families headed 7
by somecone under 25. 'If we put $1.3 billion new money money into ﬂlw?
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 under $5 billion over 5 years. If we followed the L’[
cohort principle and increased the age of eligibility over time, '
costs would grow, though very gradually, and they would still be 36’jﬂw4
gquite 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. gquantity 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 meets
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 _ l
who could be forbidden to care for children and of costs that
might approach $10,000/year /child. - -



‘Head Start, Luckily, some agreements and accomnodations have

been emerging that can guide an approach to child care. Nearly
everyone agrees that Head Starxt, with its high guality
comprehensive appreoach 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 commitment to expanding Head Start, and, to
developing more full-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 state pversight, Nearly everyone also agrees
that for other child care arrangements, parents-should have
nearly unlimited choice, constrained only by state regulations
and by minimal health and safety standards. This is the approach
incorporated inte the Child Care and Development Block Grant,
which reguires that parents have maximum feasible choice and that
the state provide mechanisms for providing customer education and
for dealing with parent complaints. It also requires that all
providers who receive subsidies be "legal" under state standards-
-either licensed, regulated oy exenpt 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 ‘0f more formal care} are reguired by the CCDBG to
register with the state and t0 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. We propose extending this sensible é gwjéjgwq

approach to all child care providers who receive any federal
subsidy.

Investments in guality and supply & third point of general
agreement is that some £unds aught to be available for
investments in child care guality and supply. Again, the CCBBG
sets a good precedent. It reguires that 5 percent of the funds
be set aside for the following uses: resource and referral-
programs; grants or loans bto assist in meeting state and local
standards; monitoring of compliance with licensing and regulatory
requirements; training and technical assistance to providers; and

enahneements to compensation for providers. We propose setting

aside a portion of all c¢hild care funds for these same purposes.
We also propose to ensure that training and technical assistancé,
is 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 for
people moving off welfare, -

Program coordination. Finally, there is agreement that day care
programs and funding streams be designed in ways “that are easy to
administer and appear “"seamless” to parents. This can be
achieved both through program consolidations, when possible, and

5
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through cooxrdination of rules, procedures and antomated systems,
Because it is not fiscally possible to consolidate day care
programs on the discretionary gide, and since it is probably not
politically possible to consolidate day care programs on the
entitlement side, full consoclidation seems unachievable,
Honetheless, full coordination ought to be an important goal,

-~
-

There are cobviously a number Of details that need to be worked
out in the process of drafting legislative specifications. It
the basic issues on the scale of the program are decided and the
basic approach to quality agreed on, we can proceed to work
through the specifica.

o
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PROMOTING PARENTAL RESPONSIBILITY
AND PREVENTING TEEM PREGNANCY

The hest way to end welfare dependency is to eliminate the need
for welfare in the first place. High rates of fenmale-headed
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 bables in
Anerica will be born to an unwed mother, the majority of whom will
receive walfare at some point. Births te schoolw-age unwed mothaers
are a spaaial and enduring tragedy. Too many c¢hildren are not
receiving financial support from both their parents. This too
contributes to rates of welfare receipt that are much highey than
we would like.

The society, and its welfare system, 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 theiy children should be
articulated and enforced., Accomplishing this goal reguires
enphasizing both responsibilities and opportunities; not only
changing the welfare system, but alseo involving every sector of
our society in this effort.

The bhasic dilemma in designing a prevention and parental
responsibility strategy is the lack of fit bhetween the magnitude
of the probhlem 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 asdvocate
strongly punitive solutions, the most extreme of which’'is cutting
off welfare for unwed mothers, that would have disastrous sffects
on childran, doom the society to making massive investments in
foster care and orphanages, and almost certainly increase the
already too high number of abortions. At ¢he other end of the
spectrum, some advocate massive spending on conprehensive services
for high risk youth, despite the discouraging evidence on tha
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, supplamantaﬁ 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 respensibilities that
will be enforced hold the best chance of encouraging young people
to think about the consequences of thelr actions and defer
parenthood, A boy who sees his brother reguired 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 ws
cannot prove that a gystem that strongly reinforces the
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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 the hope_that._ playing by the

rules will lead to a better life is Uelly hypocriticals -

OQur appproach has five components, each of which raises some

serious issues for decision: T

o child supbort enforcement. The major issues to be
resolved here have to do with demonstrations_ .0f child
support assurance and of progranms fox’Eﬁstodlar parents.

o responsibilities of minor mothers. The major issues
here have to do with sanctioning options.

o responsible family planning. The major issuejhere 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 BUPPORT ENFORCEMENT

The responsibilities of both parents are emphasized in an approach
to child support 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

Qur 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

Hoos
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mother. is currently on welfare; expanding the in-hospital
paternity establishment provisions enacted as part of OBRA 1993;.
and expanding education and outreach efforts to stress that having
a child is a two parent responsibility.

Under the proposal, paternity establishment reguirements are
strengthened significantly. First, the responsibility fer
paternity establishment will be clearly delineated. Mothers will
ke reguired to cooperate in paternity establishment as a condition
of receipt of welfare undey a very strict cooperation requirement.
This regquires the mother to provide both the name of the father
and information sufficient to verify the identity of the person

naned, {(Good cause exceptions would be granted only under narrow

gircumstances.) In turn, the states will have a ¢lear
responsibility to establish paternity when the mother has fully
cooperated. We propose that the states are be held fully
responsible for the cost of benefites paid to mothers who have
cooperated fully but for whom paternity has nobt heen established
within a stricly defined time frame.

The proposal also streamlines the legal process for establishing
paternity, enabling states to establish paternity much more
guickly. This will be accomplished through an “up front®
cooperation requirement (prior to receipt of welfare benefits),
¢lear responsibility for making the cooperation and sanctioning
determination (Iv~3, not IV-A), and streamlining the legal
Process. f

While the propogal is very tough and strict in its approach to
paternity establishment, it is balanced and sensible. Applicants
must meet 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
astablish paternity. In contrast, the present Republican proposal
reguires that the mother must have paternity established prior to
recelipt of benefifts, Thus the mother who has done everything that
can be expected of -her is unfairly penalized for the state’s
inaction or inefficlency 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 uncommon for the state
agency To take two or more years to establish paternity. -

Ensure Fair Award Levels i

The proposal will establish a NHational Guidelinss Commission (o
study and repoxrt to Congress on the adeguacy of award levels, the
variability of award levels and the desirability of national
guidelines.

The proposal will also require the unlversal, periodic updating of
awards so that all awards will closely reflect the current ability
of the noncustodial parent. to pay support. States must establish
gimplified administrative procedures.to update the awards.

by
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In addition, present child support distribution rules will bhe
changed to strengthen families and assist families making the
transition from welfare to work.

Collect Awards that sre Owed

The proposal seeks Lo develop a3 ¢hild support system for the 21st
century. All states must maintain a gentral registry and
gentralized collection and disbursement capablility. States must
be able to moniter support payments amki take appropriate
enforcement actions immediately when support paywents arermissed.
Certain routine enforcement remedies will be imposed
administratively at the state level, thus taking advantage of
computers and automation to handle these routine enforcement
meagsures using mass case processing techniques. A higher federal
matech rate will be provided to implement new technologies.

To improve cellections in interstate coaseg, 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 bg instituted in appropriate
cases from the first paycheck. The adoption ¢f the Unifornm
Interstate Family Support Act {UIFSA) and other measures will nake
procedures in interstate cases more routine. In addition, the IRS
role in full collections, tax refund offsets, and access to IRS
income and asget information will be expanded.

States will also be provided with the tools they need, such asg
license revocations and access to other data bases, so that the
child support enforcement system could crack down on those
noncustodial parents who otherwise find ways to avoid payment of
thelr support cobligations, For instance, fregquent and routine
matches will be made ag&inst appreopriate data bases to find
lacatzon, asset, and income information on those who try to hide
in order to ascapa paymgent.

The funding and incentive structure will be ahanqed in order to
provide the necessary resources for states to run good programs
and it will employ performance based incentives to revard states
for good performance.

u

Issue: Child 8Support Insurance : ;

Even with the provisions above, enforcement of ¢hild support is
likely to be uneven for some time to come. Moreover, there will
he many cases where the noncustodial parent cannot be expected to
contribute much because of low pay or unemployment., An important
guestion 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
parents-who are not on AFDC and are trying to.-make ands .meet with

~a combination of work and child support.
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f; nunber of states have sxpressed a strong interest in

\gmpzementan a ¢hild Support Assurance program.)f Under such a

program, an improved chilgd support enforcement system would be : aﬁfﬂ

coupled with the payment of a winimum insured child support o

paynment and would also include additional work requir&mants for

non-custodial parents. (nder the proposal, up to six state =

demonstration prag&ats of Child Support Assuranceg are authorized. ‘.
i

_Y¥ssue: Enhancing Responsibility and Opportunity for-xancustudial

Parents _ “ . )

nd s s

Under the present gystenm, the needs and concerns f noncustodial:

parents are often ignered. The system needs to focus more .

attention on this population and send the nessage that *fathers

matter®. We ought to encourage noncustodial parents to remaln

invelved in their children’s lives, not drive them further away.

The well=being of children, who only live with ons parent, would

be enhanced if both emotional and financial support were provided

by both of thelr 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
opportunities are provided to custodial parents, similar
opportunities should be available to noncustodial parents who pay
their child support and remain invelved. If they can improve
their earnings capacity and maintain relationships with their

children, they will be a source of both financial and emotional '
support.

Much needs to ke learned, partly heacause 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 bhe modest
and flexible, growing only as evaluation findings begin to
identify the most effective strategies. ¥We propose the following:

. Grants to states for programs which reinforce the need for
childrsn to have continued access to and visitatiop by both
parents. These programsg include mediation (both wvoluntary
and mandatory), counseling, education, developrment ¢f parent~—.
ing plans, visitation enforcement including monitoering,
supervision and neutral drop off and pick up and development

of guidelines for visitation and alternative custody
arrangements.

* Expanded authority and additional funding for the Commission

on Child and Family Welfare to study access and visitation
issues.

. A portion of JOBS and WORK program funding will be regerved
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
problens.

. 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 ¢ommunity based
organization to develop and implement non-custoedial parent
{fathers) compoments for existing programs for high risk
families {e.qg. Head Start, Healthy S$tayt, Family
Praservation, Teen Pregnancy and Prevention) to promote
responsible parenting, zncludxng the importance of paternity
establishment and econonmic security for children and the
development of parenting skills.

NEED COSTS HERE. DO WE RAISE AN ISBUE OF HOW MUCH TO SPEND?

REBPONBIBILITIEE OF MINOR HOTHERS

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 voung single
parents seeRing 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 c¢leary messaage about
the consequences of parenthood, ensuring that welfare receipt does
not release Either parent from thelr responsibilities to work and
support thelr children.

Minor mothers, those under 18, have special nseds and deserve
special conglderation, This is a relatively small part of the
caseload at any point in time, but is a disproportionate
contributer to long-ternm dependency. We have four proposals that
affect this group.

Minor Mothers Live at Home. We propose requiring that minor
parents live in a househeld 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 abuse to the minor parent}.
Parental support could then be included in determining cash
assistance aligibility. Current AFDC rules permit minor mothers
to be "adult caretakers” of their own children. Under current
law, States do have the option of reguiring 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 reguirement for all States. We believe
that having a child does not change the fact that minor mothers
nead nurturing and supervision themselves. The Senate
Republicans have a siwmilar proposal, however, they also give .
States the option ¢f providing no AFDC to minors. The House
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Republicans make m;nnr parents ineligible for AFDC.

Welfare Mothers. Wwe propose to allow States to

utilize older welfare mothers to mentor at-risk tesnagers as part
of their community service assignment. This model could be
especially effective in reaching younger reciplents because of the
credibility, relevance and personal expsrience of older-welfare
recipients who were once teen mothers themselves. Training and
experience might be offered to the most promising candidates far
mentaring who" are currently receiving welfare benefits.

w

gggggxgggn%&&n ?arenﬁé."we will ensure that every teenage pareht '

or pregnant teenager who is on orx applies for welfare enrolls in
the JOBS progranm, finishes their education, and is put on a track
to self-gufficiency. Every teenage parent (male or female, case
head or not, any. age) will be mandated to participate in JOBS from
the moment the pregnancy or paternity is established. Al JOBS
rules pertaining to social contracts, employability plans, and "
participation will apply to teen parents. We propose to require
case mpanagement for these teens.

State optione for behavioral incentives, We propose o give
States the option to use monetary incentives combined with
sanctions as inducements to remain in school or GED c¢lass. Thay
. may also use incentives and sanctions to encourage appropriate
parenting. Regarding school attendance, both Republican plans
include sanctiong for failure to attend school; the Senate
Republicans also allow States to reward thoss with good school
attendence. DG WE WANT 70 PUT IN THESE COMPARIDBONS AS A ROUTINE
PART OF OQUR PRESENTATION? IF S8C, DO WE ALSO WANT TO MENTION THE
GROUPS THAT HATE THEM?

ENCOURAGEMENTE FOR RESPONBIBLE FAMILY PLANKING

Responsible parenting reguires access to information and services
designed to discourage early sexual behavior and to prevent
“pregnanacy. We propose:

o A national campsion against teen pregnancy., The

campalgn would set national preventicon goals and

challenge the states teo come up with school or community
based plans to meet those goals. , ‘

o Increased funding for familyv planning r
Title X, A reguest for increased fundan was 1ﬁcluéa&
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 condeived by
parents already on AFDC if the State ensures that parents have

NU



access to family planning services. Non-walfare working families

‘do not receive a pay raise when they have an additional chilg,
-even though the tax deduction and the EITC may increase {The tax

deduction and EBITC increase f£or the sscond c¢hild is worth $1241 at
the £20,000 income lsvel; the tax deduction is worth $6B&6 at
$60,000.) However, families on welfare receive additional support

{$684 in AFDC pasr year for the second child in the nmedian state;

$1584 with food stamps) because their AFDC benefits increase

~—automatically to include the needs of an additional child. This

option 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 fanmily to earn
more or receive more in c¢hild support without penalty ag a
substitute for the asutomatic AFDC benefit increase under current

" law. Both Republican plans have a provision to. ngt pay additional
AFDC for more children. Under the House Republican plan, &tates

must pass 1eglslation in order to pay additional- benefits to
chlldren.

WE NEED A COST ESTIMATE FOR THLE SERVICES PART AHD A BAVIHGS
ESTIMATE FOR THE FAMILY CAP,

DEMONBTRATIONS OF PREVENTION APPROACHES THAT EHGAGE ﬁ?ﬁﬁ? SEQTéR
OF THE BOCILERY IN Pﬁ&%ﬁwzﬁﬁ RﬁsﬁaﬁngILITY

Sclely changing the welfare system is insufficient as a prevention
strategy. For the most part, the disturbing social trends that
lead to welfare dependenoy are not caused by the welfare system
but reflect a larger shift in soclietal mores and values. In very
poor neighborhoods, tesn pregnancy appears to part of a mor&
general pattern of high rish behavior among youth.

The basic issue in designing a broader prevention approach is to
balance the magnitude of the problem with the paucity of proven
approaches for dealing with it. Because the prablem 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 rigorsus evaluations of service- .
based attempts te prevent teen pregnancy has shown demonstrated
success. (I MEAN TO EXCLUDE FAMILY PLANNING. DOQES THIS MAKE THE
STATEMENT TRUE?}

We believe that large scale spending an‘anpraven 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 dzmonstrations that the states design and
gevaluated . .

o A strategic demonstration approach shaped at the



national level.

e

We belleve that, because of the paucity of knowledge, an approach
ﬁif&aﬁe& at tha natzonal level wxll be more preductive. Suahwagxwm

£sidant leadyga national

aommunity rted effort
to instil recommend
Service, to
extend a ; employing
valunte -at the neighborhood and

community level.

PDemonstrations. EBarly childbearing and other problem behaviors
are interrelated and strongly ififluenced by the general life-
experience associated with poverty. Changing the circumstances in
which people live and conseguently how they view themselves is
needed to affect the decisions young people make in regard to
their lives. To maximize effectiveness, any «ffort must address a
wide spectrum of areas including, among others, economic
opportunity, safety, health and education. Particular emphasis
must ke 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 sesk to
change the enviromment in which youth live. These grants must be
of sufficient size or “critical mass" to significantly improve the
day to day experiences, decisions and behaviors of youth, They
-would seek te 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.

851’2’{}1&%3:86 TRG-PARENT FAMILIES

The Reinventing Government section includes provisions to end the |
current bias in the welfare system against two-parent families by:
1) eliminating the morse stringent rules for two-pavrent families
that exist in current lay; and 2} allowing States to provids
benefits to two-parent families continuously, instead of limiting
provision of such benefite to & months.
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