
y,,--, 
) '. 

WELFARE REFORM ISSUE PAPER 


Prepared for February 26, !994 

Meeting of the Working Group on 


Welfare Reform, Family Support and Independence 




" t t, 

-eoNFlDlij>l:fJ,l,L DRAFT-For Discussion Only 
1WJ 

WELFARE REFORM ISSUE PAPER 

TABLE OF CONTENTS 

• 

GLOSSARy· .... ", .. ,., ........ ;., .... , .. ,.,.,.".", ... , .. : .... , 2 

INTRODUCTION ••...••...••.•••....•....•.......•.••.•...•.....•. 4 


A. 	 MAJOR TIlEMES •••.................••..•...•..•........ 4 

B. 	 ISSUES TO BE RESOLYEO • . . . . . . . . . . . . . . . . • . . . • . . . . . . . • • • •. 6 


TABLE 'OF PRELIMINARY COST ESTIMATES FOR A HYPOTIlETICAL 

WELFARE REFORM PROPOSAL •• , , ...•......................•. ~ . • . . . .. 7 


BACKGROUND INFORMATION ON THE AFDC PROGRAM ......• , ... , ... ,..... 8 


TRANsmONAL ASSISTANCE FOLLOWED BY WORK ...........•....•..•..... IG 

A. 	 KEY ELEMENTS ......•........ 10
<> •••••••• ,., ••••••••••••• 

B. 	 KEY QUESTIONS ..........................•. , •..... , •••. II 

C. 	 INDIVIDUAL ECONOMIC DEVELOPMENT •.•..•.•.• , .•••.•• , ... 23 

D. 	 ADDENDUM: EXPANDED JOBS AND TIME-LIMITED CASH ASSISTANCE 


PROGRAM DESIGN ..••..................• , •..•..••• , .... 24 

E. 	 ADDENDUM: WORK·FOR-WAGES PROGRAM DESIGN ............. 26 


MAKlNO WORK PAY/CHILD CARE .•......................•..•......... 29 

A. 	 BUILDING BLOCKS: mc AND HEALTH REFORM ••••• , .•.••.•...• 29 

B. ISSUE: HOW MUCH CHILD CARE MID FOR WHOM? ......•.•.•. , •• 29 

C, QUALITY AND COORDINATION ISSUES ........ '... , .• , , , . , . , • , . 31 


. PROMOTING PARENTAL RESPONSmlLITY AND PREVENTING TEEN PREGNANCY '" 33 

A. 	 CHILD SUPPORT ENFORCEMENT ..................... " .. ," 34 

B. 	 RESPONSmlLmES OF SCHooL,AGE PARENTS. , . , . , . , . , ; • , ...... 37 

C. 	 ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING ••... , ..• 38 

D. 	 LEARNING FROM PREVENTION APPROACHES THAT PROMOTE 


RESPONSIBILITY •.. , ... ', ....... '..........•.. , . . . • . . . . . . . 39 

E. 	 SUPPORTING TWO·PARENT FAMILIES, .... , .•........ ,'.•..... , 40 


APPENDIX: ENDNOTES TO TABLE I ......................•....•. , .• , •.. 41 




, 
, , , 

GONflll&IITIIoL DRAFT-For Discussion Only
1Jn, . 

GLOSSARY 

AFDC - Ald to Families ..ith Dependent Children program: The primary welftu-e 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 matclling funds '" 
enforce the suppon obligations of absent parents to their cbjldren and spouse or former spouse, to 
locate absent parents. and to establish paternity and support orders. StateS must provide child suppon 
enforcement services to persons receiving AFDC. Medicaid, and Title IV-E foster care benefits. 

CSEA - Child Support Enfor__t ""d Assw'ana!: A system designed '" guarantee that 
custodial parents get some assured Jevel of child support, even when the absent parent fails to pay. 

CWEP - Communlty Work Experiern:e Program: This is a JOBS program activity which States 
can, but are not required to, make available to JOBS participants. eWEi> provides experience and 
training for individuals not otherwise able to obtain employment. The required number of CWEP 
bours can be no greater than the AFDe benefit divided by the higher of Federal or Stale minimum 
wage. 

EITC - Earned Income Tux Credit program: A tax credit that targets tax relief to Working low~ 
income taxpayers with children, to provide relief from the Social Security payroU tax (FICA) and to 
improve incentives to work. 

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

JOBS - Job Opportunities and Bask Skills Training Program: Th. work, ed.oatio., and 
training program for Arne recipients. In. greatly expanded form, Ibis prcgrorn would be Ibe 
central focus of me Administration's reformed system. 

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

IfPA - Job Training Partnership Act program: The goal of Ibis Department of Labor block grant 
program is w train Or retrain and place eligible individuals in permanent. unsubsidized employment. 
preferably in the private sector. Eligible individuals are primarily economically disadvantaged 
individuals. 

Healthy SlaT!: Healthy Start is • d.mollStration project designed '" reduce infant mortality by 50% 
over 5 yeatS in 15 U.S. communities with extremely high infant mortality rates, Medical and social 
service providers within the targeted communities work collaboratively to develop new and innovative 
service delivery systems to meet the needs of pregnant women and infants, 

2 



CQNFIflEN'I'IAh DRAFT-For Discussion Only 
110- . 

PIC - Privllte Industr), Councils: These Councils are composed of business leaders: from the 
private sector and representatives of the public sector and unions. Their- role is to guide and oversee 
the direction of JTPA employment and training program;, PICs are responsible for providing policy 
guidance in partnership with local governments. 

Scllool-!I>-Work IUUiativ.: 'The pending School-to-Work Opportunities Act of 1993 would provide 
States and local oommunities with seed money to develop and implement systems to belp youth make 
an effective transition from school to c:areer-oriented work:. The program WQuld be designed and 
administered jointly by the Departments of Education and Labor, and would fund work:4)ased 
learning, school-based learnmg, and ~nnecting activities. 

Title X - Family Planninc Services: These grants are provided to State agencies for family . 
planning services including contraceptive services. infertility services and special &trVices to adoles
cents, 

TransitiOfUlI M"iistance Program: The Administration's proposed two-year limit cash assistance 
program for needy families with dependent children. 

UlFSA - Unirorm Interstat. Family Support Act: A model law which, if adopted, would make 
State laws uniform and simplify the processing of child support actions which involve parents who 
live in different States. . 

WlB - Workforce Investment Board: A body to be -created at the Federal level which wou1d be 
responsible for serving as a "Board of Directors~ for workforce development programs in a labor 
market The Workforce Investment Board WQuld provide poUcy oversight and StrategiC planning fur 
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 WQuld also be required to have 
tabor t public sector and community representation. The WIB is intended to subsume Ihe Private 
Industry Council at tile toea! leveJ (althougb a P1C that met the criteria oould become the Workforce 
Investment Board). 

WORK: The Administration9 s proposed publicly--subsldi.zed work program for persons who have 
exhausted their two~year time limit with{)ut 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 back the 
dignity and control that oomes from work and independence. It is about reinforelng work and famjJy 
and opponunity and responsibiJity. 

-	 , 
The current system pays cash when people lack adequate means ro,provide for their families. We. 
propose a new vision aimed at helping people regain the means of supporting themselves and at 
holding people responsible for themselves and their famities, The proposal emphasiz~ that wor~ is 
valued by making work pay. It indicates that people should not have children untlJ they are able to 
support them. It signals that parents-both parenls-have responsibilities to support their children, It 
gives people iCCW to the training: they need. but'also expects work in return. It limits cash . 
assistance to two years, and then requires work. preferably in the private sector, but in community 
service jobs if necessary, Most importantly, it requires changing the culture of welfare offices. 
getting them out of the check-writing business and into the training and job-placement business. 

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

MAJOR THEMES 

Transitional Assistance Followed by Work 

• 	 Full Darli£jD8tiQn, Everyone wbo receives cash suppon is e~pected to do something to help 
themselves and their community. The requirement applies to those who are preparing 
themselves for work, to those who are past the time limit. and to those wbo are currently not 
ready (0 work: Those who .are unable to work due to disability or other reasons will be 
e~pected to do something for themselves or their community, but will not be subject to tune 
limits until they are ready to engage in training. education or employment servJces, 

• 	 Iraining, education and employment seryice5 (the JOBS programl l As soon as people 

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

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

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

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

The program win be closely cOOrdinated with existing mainstream education and 


'training programs including JTPA 1 Scbool-to~Work and vocational education. 

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

tance. Most people are expected to enter employment well before the two years are 

up, Ex-tensIons to complete an education program will be granted in a limited number 

of cases. 


• 	 Work for those wbo exhaust their time limit {the WORK program}, Those people 

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

private sector. community service or public sector job. These ar~ intended to be real. 
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work-for~wages jobs. The program wilt be designed to favor unsubsidized work and 
to ensure that subsidized jobs are shorHmn and non-4isplacing. 

Making Work Pay 

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

, 	 " 

• 	 Ady.."" payment of the Earned Income Tax Credit (EffCl. The expanded EITC 

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

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


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

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

subsidies win be: made available to low-income working fammes who bave never been 

on welfare but for whom assistance is essential 10 enable them to remain in the 
, 
workforce and off welfare. 

Parental Responsibinty 

• 	 Qtild supPOrt enforcement. The child support et)foreement system will he 

strengthened to ensure that awards are established in every case, that falT award levels 

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

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


• 	 Efforts -aimed at minor mothers. responsible family planning and preventio[], Minor 

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

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

ensured. A strategy for investing in and leaming from programs to prevent high-risk: 

behavior and teen pregnancy will be pursued. 


• 	 Effortsto Promote two-parent famiUCi, We wUl provide better support for twOl'arent 
families by eliminating or reducing the current bias in the welfare system in wbieb twol'atent 
families are subject to more stringent eHgibUity rules than single-patent families. 

Reinventing Government Assistante-' 

• 	 Coordinatjon. simplification and imnroyed incentives in income suPport programs. The 

administrative ana. regulatory program structures of AFDC and Food Stamps wilt be rede

signed to simplify and coordinate rules and to encourage work, family formation and asset 

accumulation. 


• 	 A perfQrmance~based system, In addition to inCentives for clients, incentives win be 

designed to bring about a systemic change in the tuJture of w.elfare offices with an 

emphasis on work: and performance. 


5 



.., 


CQi'.'flIj;)Il>+fIAl DRAFT-For Discussion Only 
f."> 

ISSUES TO BE RESOLVED 

This paper lays out the major unresolved issues that need to be addressed. It is organiz.ed around 
each of the first three broad eiemenlS listed above. In each case, a description of the proposed policy 
is provided and remaining issues discussed. (The details of the fourth-clement-Reinventing 
Government Assistance-will be addressed later in a separate paper; We anticipate that changes win 
be cost neutral for that part of the proposal, so they will not affect cost estimates or financing needs.)-	 . 
There are four particularly sigriifieant issues that need to be resolved: 

I' 	 . 

• 	 The scale and phas~n of the rdonned welrare system-Should we seek to bring in aU 

persons quickly, or should we initially target our resources to sub-groups, such as new 

applicants or the youngest third of the caseload? 


• 	 The strudure and requirements of the WORK program for people who' have' ex~ 
the time limit-After a person hits the time limit, should we mandate States to provide a job 
which pays an bourly wage, or should we aJlow States to continue paying a welfare check 
while requiring work as a condition of receipt? How many hours of work: should be 
required? What methods sbould we use to minimize long-term participation in this work 
program? 

• 	 The level and focus or chUd care ror the working poor-What level of resources should we 
devote to child care for the wnrking poor? How should limited resources be targeted? 

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

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


Financing is not discussed in this paper, 

To provide a sense of the scale of a program and the oost of particular element'>, we have created a 
hypothetical proposal. The actuai cost of the program will differ depending on what decisions are 
made about the issues identified above. In the remainder of the document, we will refer to this 
hypothetical baseline and indicate where different programmatic dedsiollS would have led to a larger 
or smaller program. The table which follows is provided only as a basis of discussion-not as an 
indication tha! policy decisiOns have been made. 
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TABLE 1.-PRELIMINARY COST ESTIMATES (FEDERAL AND STATE) 
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL 

(By fI.cal year, In millions of dollars) 

s·y..,,_ ,_
1995 1997 1998 Total 

PARENTAL RESPONSIBILITY 

.. Minot Mothers 0 (45) (50) (50) (50) (H'5) 

Compreh~ve ~nstration Grants 0 50 50 50 50 200 
. 0Two-Parent Provisions 0 440 680 94S 2,005 

No Additional Benefits fot AddftlOnaJ Childrtn (35) (100) (110) (140) (ISO) (535) 

Child Support Entoroment 

Paternity Establishment (Not) 5 20 (110) (165) (215) (465) 
Enforcement (Net) (10) (20) (65) (80) (320) (495) 
Computer Costs ,. 3S 95 160 160 4!l5 
Non.custodlal Parent Provisions 0 25 80 110 175 300 
Access Granl'S and Parenting Demonstrations 20 25 50 30 30 13. 
Child Suppar!: A.$:$vranoe Demonstmtioos 0 0 100 200 250 550 

SUBTOTAL, CSE 30 85 150 255 eo sao 

TRANSmONAL ASSISTANCe FOLLOWED BY WORK 

JOB8-Prep 0 50 60 70 195 
Additional JOBS Spcmding 0 210" 750 920 1,000 2,_ 
WORK Program 0 0 0 130 6!lO 820 
Additional Child Care fot JOaS/WORK 0 100 630 745 000 2,_ 
TfM$ltional Child Care 0 70 230 280 300 940 
Enhanced Teen Caso Management 0 30 00 105 110 335 
Economic Ow9lopment 0 0 100 100 100 300 
SaYings· Cas&Ioad Reduction 0 0 (30) (50) (80) (170) 

SUBTOTAl... JOBSM'ORK 0 515 1.820 2,260 3,150 1,165 

MAKING WORK PAY 

Working Poor Child Care: 0 500 1,000 1,500 2,000 5,000 
Adv~EfrC 0 0 0 0 0 0 

,
GRANO TOTAL (5) 1,005 3,260 4,575 6,025 14,680 

Note: Parenthoses denote saving$_ 

Souroo: HHS/ASPE staN G$tlmat$S, These estimates have bean shared with staff within HHS and OMS bU'! have not been 

officially revi&wed by OMS, The policies do not ~rft.ent B consensus 1'OC(lmrnendation of the Working Group co-d"lairs. 

SEE APPENDlX FOA' ENONO"rE$ TO TABLE 
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BACKGROUND INFORMATION ON THE AFDC PROGRAM 

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

current AFDC program: 


AFDC Program un ..... Curnn. Law 

The Aid to Famili"" with Dependen. Children (AFDC) program was enacted as Title IV of Ille Social 
Security Act of 1935. Its primary goal is to provide cash assistance to cliildren in need of economic 
support due to the death, continued absence or incapacity of the primary wage earner (typically the 
child', fa<her). AFDC provided benefits to • monlhly average of 4.8 million families (13.6 million 
persons) in fiscal year 1992. This includes 322,000 fiunilies in Ill. AFDC-Unereployed Parents 
(AFDC,UP) program. The ",tal AFDC cas.load represents 5.0 percent of lhe total reslden. U.S. 
population. TwtHhirds (9.2 million) of AFDC recipients each month are children, 

AFDC benefits totaled $22,2 billion In 1992. Total AFDC monlllly benefits averaged $388 per 
month, per family. but benefits vary widely across States. In January 1993. the maximum monthly 
AFDC benefit fur a famUy of three with no countable income tanged from $l20 in Mississippi to 
$923 in Alaska. In real doll..... Ille average monthly benefl. per AFDC family has declined from 
$644 in 1970 to $388 in 1992, a 40 percent reduction, attributabJe mostly to inflation rather than 
reductions in nominal benefit levels, The Federal government's share of toW benefit expenditures 
was $12.2 billion in 1992, and $10.,0 billion was paid by the States. Total administrative COSts, 

shared equ~lIy betWeen the Federal government and the States, were $2.7 billion in 1992. Overall, 
Ille Federal government pay, roughly 55 percen. of.ota! AFOC benefit C(lSts and 50 percent of 
administrative costs. 

The Family Support Act of 1988 created the Job Opportunl.i., and Basic Sk:ilI, (lOBS) program to 
provide education, training, and empJoymenHelated services to AFDC recipients to promote self~ 
sufficiency. To the extent resources are available, ail 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 m. incapacitated, or of advanced age, women in their 
second trimester of pregnancy. and those who are caring for a young child, or caring for an ill Or 
incapacitated family member. Federal matching to States for JOBS program oosts is available as a 

. cappoo entidement limited to $1.1 billion in fisC31 year 1994. The matobing fa'" vary belWeen SO 
percent and 90 percent, depending on the lype of t<lSts being reimbursed. 

Most AFDC famil its are eligible for and participate in the food stamp program, which provides an 
important in·kind supplement to cash assistance. While participation rates varied IlIIlQng Statts. 86.2 
percent of AFDe households also received food stamp benefits in fiscal year 1992. AFDC benefits 
are counted wben determining: food stamp benefit amounts; one dollar of AFDC reduces food stamps 
by 3Q cents. Additionally, all AFDC families are eligible for Medicaid coverage. and under the 
provisions of the Family Support Ad. aU families who Jeave AFDe due to- increased earnings or 
hours of work are eligible for one year of transitional Medicaid coverage. 

'. 
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Welfare Dyruurucs and Characteristics 

It is extremely common for women to leave the welfare rolls very SOOn after they begin a spell of 
welfare receipt. More than half of all welfare recipients leave the welfare rotls within their first year 
of welfare receipt~ by the end of tv,.'o years the percentage who bave left increases to 70 percent. By 
the eod of five years, about 90 percent have left the welfare rons, However, many of those who have 
left welfare cycle back on. Within the first year after leaving the welfare rolls, 45 percent return; 
almost tw<rthirds return by the end of three years, By the end ~f seven years, more than three
quaners of those wbo have left the welfare system bave returned'at some pomt. Almost balf of all 
spells of welfare end when a recipient becolMS employed; other reasons for .Ieaving AFDC include 
marriage and children growing up. About 40 petUnt of women who-ever use welfare are short-tenn 
users. about one-third are episodic use~ and one..quarter are long-1erm usus. Using data from 1968 
through 1989, the average time spent on welfare was 6.2 years. 

While the number of AFDC recipients remained relatively constant between 1915 and 19&8, AFDC 
caseloads rOse sharply during the early 1990s. The monthly average of 1l.6 million recipients in 
1992 represented a 2.1 million increase since 1990. Acrording to a recent Congressional Budget 
Office study. the primary reasons for the sharp increase in the AFDC ca.seload between late 1989 and 
J992 are the growth in the number of female-beaded families. especiaJly those headed t;y women wbo 
Dever married, the recession and the weak economy. 

The vast majority of AFDe families ate headed by a single female. Among single female~headed 
AFDe housebolds. the proportion of AFDC mothers who have Dever been mmied has significantly 
increased, although the proportion of divorced AFDC mothers still remains sizable. The AFDC 
caseload is racially and ethnicaHy diverse. Thirty~nine percent of AFDC family caseheads are 
African-American, 3S,1 percent ate 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 on. child. Only a small proportion of AFDC families - 10.1 
percent - have four or more children. The average family si1:e of an AFDt:; family has also become 
smaller over time, from 4.0 in 1960 to 2.9 in J992. Over two..rhirds of AFDC recipients are 
children. In 1991. almost one--balf of AFDC chil~ren were under 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 we<e 
aged 6 to 11, and 21.4 percent were age 12 or over. 

OYer balf of AFDe mothers began their r~jpt of AFDe as teenagers: however. AFDC cases with, 
teenage mothers (i.e., under age 20) make up onJy a small fraction of the AFOe caseload at anyone 
Urn.. In 1992, 8.1 percent of the AFDC """.Ioad was beaded by a teenage mother. Almost half of 
AFDC mothers (47.2 percel'lt) were in their twenties, a third (32,6 percent) were in their thirties. and 
12.1 percent were in their forties. . 
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TRANSmONAL ASSISTANCE FOLLOWEll BY WORK 

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

•• 	 KEY ELEMENTS 

• 	 Full Participation. Everyone who wisbes to receive cash support would be expooted to do 
something to belp themselves and their community. Recipients would sign a personal. 
responsibility a)Otract indicating ~J;actly what was expected of them and the government 
Most would go immediately into the JOBS program. A limited number of persons who are 
not yet in a position to work or train (because of disability or the need to care for an infant or 
disabled child) would be assigned to a JOBS~Prep program until they are ready.for the time
limited JOBS program. Everyone bas something to contribute. Everyone has a responsibility 
to move toward work and independence. 

• 	 Training, Education, and Placement (the lOBS program). The core of the transitional 
support program would be .. expanded and improved lOBS program, wb;c!l was estahHshed 
by the Family Support Act of 1938 and provides training, education, and job placement 
services to AFDC recipients. The JOBS program would be revamped, Every aspect of the 
new program would emphasize paid work:. Recipients and agency workers will, as under 
current law. design an employability plan. One option would be to require. all persons 
applying for assistance to engage in supervised job search from the date of application. For 
those wbo 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 willfully faU to comply 
with their JOBS program employability plan will be sanctioned. The new effort will seek. 
close coordination with the JTPA program and other mainstream training programs and 
educational resources, Central to this welfare refonn effort is recognition of the need to 
support workers who bave recently left welfare to help them keep their jobs. 

• 	 'lime Limits. Persons able to work would generally be limited to two years of cash 
assistance. While two years would be the maximum period for the recelpt of cash aid by 
people able to work. the goal would be to place people in private sedOr jobs long before the 
en~ of the two~year period. In a very Hmited number of cases, e:r;tensious of the time limit 
would be granted for completion of an educational or ttaining program or in unusual 
circumstances. The time limit would be .a Hfetime limit, but persons who leave welfare could 
potentially earn back: time on assistance for time spent off welfare. 

,,, • 	 Work (the WORK program). The new effort would b. d..igned to belp as many poople as 
possible find employment before reaching the two~year time iimit. 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 progratn jobs would include subsidiud private sector jobs, as well as.positions 
with local not~for-profit organizations and public sector positions. The positions are intended 
to be short-term, lasHesort jobs, designed neither to displace existing workers, DOT to serve 
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as substitutes for unsubsidized private sector employment. The primary emphasis of the 
WORK program win be on securing private sector employmenc 

Key elements of the new program are described in greater detail in addenda on JOBS and WORK at 
the end of this section. 	 . 

Changing what happens in welfare offices will require significant changes in what is mwured and 
rewarded. The Federal government wilJ creare strong financial incentives linked to tong4:erm job 
placement and will seek to minimize the number of people who reach the two-yeat [unit, Ultimately 
the best time-limited welfare system is one in which nobody hit'> the limit because everyone is 
working before that point. ' 

KEY QIJllSI'IONS 

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

• 	 focus and phase:.in. How quickly sbould the refonns be phased in and who should be 

~geterl initially? 


• 	 JOBS-Preo rules, Who should be assigned to the }OBS~Prep program because they are not 
abJe to work or are needed at home? How many perSons should States be allowed to place in 
the JOBS-Prep program? 

• 	 LQBS extensi2nS. Who sbould be granted extensions of the two-year time Jimit? What limits, 
if any. sbould be put on the number of extensions allowed? 

• 	 WQrk{Qr~Wages versus Wock-for-Welfare, Should States be required to provide jobs. paying 
wages, to those in the WORK program'? Wou1d States be aHawed to use CWEP placements 
for all or part of the WORK ,I...? 

- . 	Part;time versus full-time war': !:lpectat:iQos. Should persons working part-time while on 
welfare be subject to time limits? How many hours should WORK participants be required to 
work? Should States be allowed or required to supplement WORK e.amin:gs in a wort-for
wages program'! 

• 	 Discouraging extended WORK 'participation, What can be done to keep the duration of 
WORK partici""tio" short and ro move people into unsubsidizOO wor'? Should the BITe be 
denied to WORK program participants? Should any particular WORK placement be limited 
to 12 months? Should the total time people are allowed to spend in the WORK program be 
limited? 

Focus and Phase-In 

The ultimate distribution 'of persons among the various elements ,of the program (JOBS~Prep. JOBS 
and WORK) depends on policy decisions. As a starting point, consider what would happen if we 
chose to undenake the e~tremely ambitious task: of beginning the program full-scale in 1991, Most 
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States win need at least 2 years to pass implementing legislation and gel the program up and running. 
This would entail requiring everyone on welfare in J991 and all those who apply subsequently to 
meet the new requirements. The lOBS program, which now serves an average of 600,000 persons 
monthly, would have to expand to almost 2.7 million panicipants in 1997. By the year 2000, about 
1.0 million WORK slots might be needed for persons who had reached the two-year time limit. 

It is very unlikely that States could imp1ement the new program so rapidly. Even jf resources were 
pJentiful, proceeding so swiftly to full·scaJe implementation would almost guiirantee enormous 
administrative difficulties at the State leveL Facing theneed to serve millions of new JOBS clients 
and to create hundreds of thousands of WORK slots, many States might be unable to deliver 
meaningful services to lOBS participants. An effective JOBS program is essential to moving people 
from welfare to work and to transforming the culture of welfare officei. Accordingly, it is critical 
that States. as part of the' welfare reform effort, be able to·focus on building suth a JOBS program. 

Phasing in the program gradually. stalling with a subset of recipients, clearly seems a PIeferable 
approach, There are a number of different strategies. for a more gradual phase-in. One strategy, as 
in the House Repub1ican 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 a method, however, raises serious equity concerns. A 2.S~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, as long as she remained on assistance. Meanwhile, another mother of the 
same age. with the same numbet of chiJdren. who had been married or had worked to stay off 
welfare but suddenly found herself in need of suppOrt would be subject to time limits. Applying the 
time limits to re~applicants also creates very perverse incentives to Slay on welfare. Most of the 
persons who leave welfare dQ return at &Orne stage, and consequently many recipients wbo would 
otherwise leave might be inclined to stay on welfare to avoid the time limit 

An alternate strategy would be to pbase-in by State. The costs to the. Federal Government during the 
phase-in period wouJd be lower. sinceJlot all States would be implementing the program at the same 
time, However, States implementing the program would still have to grapple with the difficulties 
accompanying the massive. expansion of services described earlier in this paper. 

An attractive alternative to these strategies is to focus On young patents, for example. those under 25. 
It is the younger generation of actual and potential welfare. recipients that are the source of greatest 
COncern. They are also the group for which there is probably the i:t'eatest hope of making: a profound 
difference. Younger recipients are likely to have the longest stays on welfare. in part because they 
are at the beginning of their spells. Under this approach. we would devote energy and new resources 
to end· welfare for the next generation, rather than spreading efforts SQ thin that Jittle real belp is 
provided to anyone. 

One method of focusing on younger recipients would be to place aU persons born in 1973 or later 
(under 25 in I997) into the transitionaI 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 apply to everyone under age 25. Ten years later, everyone under age 35 would be in this new 
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transitional support structure, For this age cohort and all younger cohorts fQllowing, the welfare 
system would be transformed. Note that such a plan would not contemplate any reduction mexisting 
education and training services for older recipients. They would stili be eligible for JOBS services. 
But the new resources would be focused on young people. This plan would call for.a reassessment 
five years after enactment. to detennine whether we are successfully implementing the program for 
the younger generation and can accelerate it to phase in older recipients, 

The number of persons served under sucb 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-Prep. 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 limit. Note that most people who entered the welfare system 
would not reach the limit two years later. Many persons would, as is the case DOW, leave welfare 
within a short period of time and consequently would not be affected by the time limit. Others would 
cycle on and off welfare and so would accumulate 24 months of receipt over four or five years or 
mOre. Estimates indicate that as: a result of the implementation of the new program and other reforms 
(health reform, child care for the working poor) more people will choose to work while on welfare 
and others who would not bave left without these changes will leave altogether, 

The projected costs of focusing on this target group are shown on in the introduction. Clearly. 
pbasing in a larger group would increase these costs. while targeting a smaller group would decrease 
them. A decision to focus on young people initially in no way precludes adding all or part of the 
older rohorts to the program at a later time. For example, States could bave the option to phase in 
the program more quickly, ' 

The JOns-Prep Program 

Any policy where work: is required and time-limits impose4 must take account of diffeten~ in 
people's ability to work, People who are permanently disabled and thus unable to work: fot at least 
one year should in theory be covered under the Supplemental Security Income (SSI) Program. But 
some disabilities and most illnesses, even severe ones:, last less than a year. Many other people suffer 
from partial disabilities that limit their ability to work. Sometimes a parent is needed in the home to 
care for a severely disabled child, There also are persons wbo 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 law. Having large numbers of exemptions, 
however> may serve as an obstacle to,changing the culrore of welfare offices. Moreover, deferrals 
are, not necessarily beneficial to those who receive them, Advocates for persons with disabilities often 
complaio that current programs send both ex.plicit 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 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 

FY 1997 FY 1999 FY 2004 

Projected Adult Cases With Parent 
Born Afttl' 1972 Without Reronn 

1.20 mUHon 1.61 miUion. 2.90 million 

Off welfare with Reform . --
--(Health reform after 1999. EITC, 

Child Care, JOBS, WORK, etc.) 
.03 million .07 million 

- .50 million 

Program Particlpants 1.17 mlmon 1.60 million 2.4 million 

.Working While on Welfare .14 million .20 mil1ion .30 million 

lOBS Participants ,74 million .89 million .S7 million 

WORK Participants .00 million .13 million .63 million 

Pre-JOBS- disabilitylage limits work .13 million .20 mi1tion .30 minion 

Pre~JOBS-severely disabled chiJd .03 million .04 million .06 million 

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

Notes; 

Numbers assume modest behavioral effects tha.t increase over time. These behavioral effects mclude 
a 50 percent increase in the percent of recipients working pMt4.ime, 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 bit 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 requiremeots on 
,behavior. Figures for FY 2004 also assume behavioral effects from the fun implementation of health 
reform. 

The hypothetiC31 proposal assumes th~ policy will be jmplemented in all States by Federal law by 
October 1996, In addition, the estimates assume that for 40 percent of the caselo.ad. States will 
implement the poli<:y by October 1995. This follows the pattern of State implementation under the 
Family Support Act. 
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One very intriguing fonnulation 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. All pecsoll'i in this phase would be ~peded to do something to contribute to 
themselves and their community. but they would not be subject to the time limit until they were ready . 
to enter the JOBS program, We have drawn heavily on this formulatwn in designing the new JOBS~ 
Prep program, which would provide """ices intended to prepare persons for entry into themBs 
program. 

Naming the program JOBS-Prep ....tablisbes th'e expectation that eventually many. if "", most, poople 
in thi' category will be able to join the regular JOBS program. But who should be pia""" in JOBS
Prep Starns? Virtually everyone seems to agree that persons of advanced age (over 6O}~ those with 
severe disabilities or those who are caring for a severely disabled chUrl should be assigned to the 
JOBS;Prep program. But the qu....tion of how far along the continuum of disability the line sbould be 
drawn is a difficult one. 

I 
A somewbat different set of problems is posed by the moth.,. of very young cIIildren•. Should all 
mothers with children be expected to work. provided neither the mother nor the chUd is disabled? 
The Family Support Act exempts mothers with children under the age of 3 from participation in (he 
lOBS program. States have the option of requiring participation of mothers with children over the 
age of 1 if they choose to do SQ, Eight States currently choose this stricter option, Five other States 
require mothers of children over 2 to participate. 

Obviously, the more people who are placed in the JOBS-Prep program and consequently not yet 
subject to a time limit, the fewer people will be in the JOBS and WORK programs. 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 Of over, case head has.a severe disabiJlty' or is caring fur a'child 
with a severe disability, 
8 perrent in JOBS-Prep 

Option B: Case head is 60 years or over. case head bas a disability which limits work, or is caring 
for a child with a severe disahiUty, 
15 per_t in JOBS-Prep 

Option C: Option B. plus cases with a child under 1 in the household or with a woman in the final 
trimester of pregnancy. Mothers of children conceived while the mother is on welfare would be 
assignoo to JOBS*Prep for a period of time oonsistent with the Family Leave Act. 
2S ~t 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, Mothers of children conceived while the mother is on welfare would be 
assigned to JOBS*Prep for a perjod of time consistent with the Family Leave Act. :.: 
58 per"""t in JOBS-Prep 

E:tt;ept for the shaner time limits for children.conceived while the mother was receiving assistance, 
Option 0 is essentially the ~trategy used in the Family Support Act. though States are currently 
permitted to elect: Option C (as noted above. only eight have dOrle so). Option C, which would 
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reduce the number of exemptions by nearly half from current law, is the strategy used for the oost 
estimates in the hypothetical proposal. 

It is easy to determine the age of youngest ehi1d> but difficult to define disability, illness or the need. 
to care for a relative for purposes of assignment to JOBS*Prep as opposed to JOBS. Rather than set 
up e1aborate 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 lOBS~Ptep for reasons other than the age of the youngest chlld, and 
provide guidance as to the other criteria for assignment to the lOBS-Prep program. The hypothetical 
plan estimates assume that States can place all mothers of clti1dr~fl under age 1 and, in addition, up to , 
15 percent of the total adul' =-load in JOBS-Prep_ 

JOBS "'tensions 

A related, but conceptually distinct question is that of ex-tensions. Not all perSons will be able to 
complete the needed education or training programs wIthin two years. For example. some individuals 
with learning disabilities may not be able to obtain a higb schoo! degree or a GED within a two-year 
period. Other persons may be enrolled in posHecondary education. such as a four-year college 
degree program, which requires more than two years to complete. Some programs, including school-' 
to-work programs. involve both a period to finish higb school and an additional year or more of 
postgraduate training. 

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

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

Those who oppose extensions to allow individuals to complete a f(}Ur~year col1ege degree note that 
only one-quarter of ali high school graduates obtain a bachelor's degree, and that among welfare 
recipients the fraction is much lower. They question whether it is fair to Use welfare benefits to help 
suppOrt persons who are getting four·year degrees when the vast majority of persons paying for that 
suppan will never get such a degree. There is also a concern that single parents who receive cash 
assistance would actually have greater access to economic support for higber education than persons 
who did not become single parents, A partial resolution to this dilemma may emerge jf pan-time 
work fulfills the work obligation. In those circumstances, persons working part time and attending 
school part time would continue to be eligible for some supplemental cash suppon in most States. 

",,<. Another option would be to let States apply for waivers to allow extensions,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 a high scbool diploma or GED or for completing a 
school-iO~work: or other appropriate education or training program, as well as to persons facing a 
language barrier or other serious obstacle to employment. States could also opt to use extensions for 
persons in post«secondary education. especially persons in work-study programs. 

" 
We believe that setting the cap at 10 percent of the lOBS program caseioad win provide States a 
sufficient number of extensions. barring unusual circumstances. A State could apply to the Secretary. 
of HHS for additional extensions as an amendment to the State plan if it oould demonstrate that its 

. caseload is very different from that in the nation as it whole or jf it had deveiopetfan alternative 
program wbich is struerured in such a way that additional extensions are required. 

Work.ror-Wages V ....us W.rk·ror-Welr.... 

Unquestionably the hardest part of designing a time~limited wetfare system is structuring the work 
program for persons who bave reached the time limit. The welfare reform effort will focus on 

•maJ::ing wor" pay, collecting child support, and creating a first-rate education, training and placement 
program in order to keep the number of persons reaching the time limit to a minimum. In addition, 
an persons approaching the twoMyear limit wilt be required to engage in a perIod of intensive job 
search. Despite these efforts. some persons will hit the time limit without finding a job on their own, 
and work opportunities must be provided for them. 

The fint and roost visible choice in the WORK program involves work~for~wages versus .work.~for~ 
welfare. Under a work:fi>r~'W(lges plan, the State or locality is required to offer a wort opportunity to 
persons who have reacbed the time limit. Hours and wages are set by the State or locality. Persons 
receive a paycbeck for bours worked. If the person does not work. be or she does not get paid. In 
principle, persons are: wage earners rather than recipients, In a 'WOrk1(jr~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 eJjgibility for cash benefits, Persons who fail to report for work or who perform 
poorJy 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. In effect, onder a work~for~wclfare plan, WORK 
program participants remain recipients, but they have additional obligations. 

There seems to be considerable agreement 00 the strong appeal of a work:~fof-wages model. The 
structure is seen as providing a traditional work opportunity with the dignity and the responsibilities 
of a standard work: place, Persons would receive wages rather than a welfare check.. 

The major question to be resolvoo is wbether States should be permitted to opt for a work:~for-welfare 
model if they choose to do so. Jf the decision is made to allow States to elect a work~for~welfare 
mode~, the Administration's plan cou1d have provisions to encourage States. through financial 
incentives and teclmital assistance, to adopt a work-for-wages model. . 

Those who argue for allowing States the choke cite two major concerns; implemefU(Jlion and 

recipieru protection. ~ wor\::·for~wages program of th~s magnitude for lhis population bas not been 
.. implemented previously. .,' ",' 
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Under a work-ror-wages structure, communitl~ would have to establish a system for linking WORK 
participants with the private sector, as well as with the not-fot-profit and public sectors. They would 
need to determine how and by what methqd to pay organizations wbo employ,WORK participants. 10 
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 ber 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 expedence to draw on in addressing these concerns. 

While a work-for-wages model has not been tested on this scale, wod:-for-welfare bas been tried in 
various forms by many States. The payment structure is easy--patticipants get a welfare check. 
Dispute resolution is handled within the same sanctioning and appeal structure used for other disputes 
concerning cash benefits. States stU! have to find work: sites. but protection for workers is less of a 
problC;m. since the benefit continues to be paid unless the State decides to begin a sanctioning process. 

Before the State can reduce the benefit it must establish that the person failed to meet his or her work 
obligations without good cause. Such a test would never be met if a child were sick or transportation 
broke down. Though few people like the existing work-for-welfare programs (usually called 
Conununity Work Experience Program, eWE?). and evidence regarding their impact on employment 
and earnings is not encouraging, workAor-weifare is a 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 sclecting eWEP fear that many would choose 
the approach that they know, without giving the workAor-wages model serious coosideration, This 
would undermine the goals and philosophy of the reform plan. They view the implementation 
problems in wod;Aor~wages as diftkult, hut surmountable, especially if the program initially focuses 
on younger recipients. As discussoo below, States would he given enormous flexibility in deciding 
bow to implement a wori::-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 
States the time they need to design and implement new systems, The scale, rather than the structure, 
of the WORK program may be the primary concern for States, 

Work~for~welfare sends adverse messages to 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 (in San Diego) t<pOned that they though, the \¥Qt' requirement was fair, but they 
felt like they were working for free. Thete is little evidence that persons who go through' CWEP 
subsequently f~e better in the work place than people who were just on welfare. Employers will 
probably never see CWEP experience as serious work experience. No regular job pays its employees 
regardless of wben 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. 
WorkAor~wages progrant'i by contrast can target private sector employers. Perhaps most.importantly. 

! 	 without the responsibilities of regular work and the paycheck: tied to perfortiiance. there wilt be far 
less dignity in WORK. 

Advocates for a work.~for-wages policy note that such 'a model would distinguish me Administra.tion's 
plan from other proposals and serve to define and delineate our/vision. A work-for-wages plan 
whereby persons are glven 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 to 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 operation of the program. Many of the details would be 

quite consciously left to Stales and local communities. who know their own needs and circumstances, 

including labor market conditions:. best. ,. 


.. 
Part-Orne versus FuU~time Work ExpectatiollS 

The transitional support program will focus heavily on work. Persons would not be able to collect" 
welfare benefits indefinitely withoul working. But the question remains: should someone who has 
reached the time limit and is \I.'(}rking in a low~wage job. either a WORK position or an unsubsidized 
job, be able to receive cash benefits in addition to wages, if the family's income is below the 
eligibility standard in the State? 

One option is to allow famiJies in which one member is work:ing parHime (20 hours per week in an 
unsubsidized job) to continue to collect cash assistance. Under this strategy, months in wbich an 
individual was working part-time would not count against the time limit, and persons who had 
reached the time limit and were in WORK pQSitjo~ or in unsubsidi.zed jobs could collect cash 
benefits if otherwise eligible, Also, part-time work would meet the JOBS participation requirement. 

This approach has several advantages. Part-time work: may be the most reasonable standard for single 
parents, especially those with young children, All working parents fate signUieant burdens in deaHng 
with school schedules, child care, si~k children, doctor visits and the Uke, Though the vast majority 
of married mothers work, amy about 1(3 work full-time aU year, and they have belp from their 
spouse. Given that at present ,only 8 percent of adult AFDC recipients presently work at all in a 
given month. getting peopJe to work: part-time, may be seen as a major accomplishment. Moreover. 
part-time work may serve as a stepping stone to both full-time work and to better-paying jobs. 
Employers typically have a strong preference for work: experience in unsubsidized jobs. 

In addition) if wages from WORK assignments could not be supplemented with cash benefits. the 
higher-benefit St.ate..~ would have to either make thclr WORK assignments fuU-time or leave people in 
WORK assignments worse off than those who were not working and on assisiance (te., those who 
had not reached the time limit). It could be both expensive and counterproductive to take people who 
have reached the time limit and ate work.ing part-time out of their unsubsidized work to pla<:e them in 
full-time subsidized WORK 'lots. 

The current cost estimates assume that paTHime work stops the time-limit clock. and consequently 
more people cboose to work part-time in unsubsidized employment than are doing SQ now. If part
time work:: does not stop the clock, the number of WORK positions needed might wen be higher, 
because persons 'who would work part-time while on assistance might give up their unsubsidiz.ed work 
to obtain education and training within the two~y.ear window. 

Finally, some ,argue that since fun-time work would always be.much more fmancially rewarding than 
part-time ,work. persons would already have every incentive to work: full-time rather than part-time. 
ParH.ime workers would generally be poor. even with their supplemental benefits, 
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A second option is to end cash assistance entirely at the end of two years and require participation in 
the WORK program, even for the working poor who might still qualify in some States. People in 
WORK slots or unSubsidized patNime work would not be eligible for supplementary benefits. It 
would encourage people to become se1f*$ufficient. with the help of the EITe. child care and health 
care-rather than continuing to rely on welfare indefinitely. It would seem more equitable to single 
parents who are working full~time to support their children withoUt the benefit of welfare, It might 

.• also be less costly in the long run than the first option. .,. 

A third alternative would be to stop the time-limit clock during part-time work: only if the parent had 
a young child. on the grounds that these are the parents most Ukely to encounter diffkulties working 
full-time as well as those for whom child care is likely to be the most expensive. 

Finally. a fourth alternative could be to leave the decision to the States, whether to stop the clock. for 
persoflS working part time. 

Work E;mectatjoDS in the WORK Prnmun 

Related to the treatment of parHime work is: the key question of how to set the number of hours 

expected of participants in the WORK program. An obvious strategy is to calculate the required 

hours of work in the program by dividing the cash welfare benefit by the minimum wage. But this 

simple funnula raises issues which vary depending on each state's level of benefits. 


In low-benefit states, dividing cash benefits by the minimum wage yields a very low level of required 
work, tn Mississippi, fur example, a mother with two children would be required to work just 10 
hours per week - hardly a substantial work experience. One solution (consistent only with the work~ 
rorAwages model) is simply to set a minimum number of hours. In some states, this would mean that 
WORK participants would have more income than people receiving cash assistance only, Another 
solution (consistent only with the W(}rk~for-welfare model) is to include in the formula the value of 
food stamps in addition to cash benefits. Some would argue that it is unfair to require people to work 
off nonweash benefits. and this concern is intensified by the fact that this would occur in some states 
but not in others. " 

By contrast, in hjgb~benefit states a different s.el 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 number of hours of work. the greater the associated child care costs. and the greater 
the difficulty of developing WORK assignments. Moreover, in some states if no supplemental cash 
benefits were provided, people earning minimum wage in WORK positions would actually be worse 
off than people fe<:eiving cash assistance only. 

Because the issues in setting the number of hours vary depending on each state's leve! of benefits, the 
. Working Group may want to reconunend giving States flexibility to detennine work: hours within a 
reasonable range - say. 15 to 35 hours per week. States would also have flexibility 10 decide 
whether to provide supplemental casb benefits to WORK participants. They could use whatever 
formulas Or criteria they choose, provided that they ensure that (1) WORK participants receive at least 
mjnimum wage. and (2) WORK participants are better off than people receiving cash assistance only. 
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Discouraging Extended WORK Participation 

WORK program jobs are not intended to serve as a substitute for or displaee private sector 
placements. Rather. they are designed to provide temporary) la..;t~resort work: fot persons who have 
reached the time limit without finding a private sector job. Unless long-tenn participation is deterred. 
the size of the WORK program could become prohibitively large, Indeed, the ultimate goal of the 
WORK program is to place people into unsubsidized work, . 

. 
There are various ways in which a WORK program can be designed in order to discourage or prevent 
extended participation. These include the following: provisions: limiting the duratwn of each 
individual WORK assignment. requiring 'trequent job search. denying the EITC to WORK program 
participants and placing"limits on the totallengtb of time people are alJowed to spend in WORK 
assignmentS. 

l,.imiting the duration of indjvidual W.QRK assjgnmenu; and filllowjng ;hem with Intensive job searcll. 
There is Jittle disagreement that individuat WORK placements ought to be limited in duration to 
perhaps 12 months. This limit is designed to prevent partkipants from becoming attached to 
particular subsidized jobs. Of course, there would be strong encouragement to and incentives for 
employers to hire WORK participants as unsubsidlzed employees before or at the end of the 12 
months. Before and after each WORK assignment, job search would be required. 

Denying the EITC to WQRK prowm tWlicjpants. Perhaps the best way to ensure that people do not 
eschew private sector jobs for WORK positions is to make certain that' any private sector poSition 
pays better than a WORK job. Though there are various mechanisms for accomplishing this, one of 
the easiest is to deny the EITe for money earned in the subsidized WORK assignments. Since 
WORK slots are aJready subsidized. it could be argued that it would not be appropriate to offer the 
additional subsidy of the EITe. There would be some administrative complexity to treating earnings 
received while a WORK participant differently from other earnings, 

Some argue that if perrons are being eJ(pected to work in real jobs they ought to receive the same 
benefits as other workers. They believe that IirnitS On the duration of WORK assignments, fr~uent 
job search and the possibiliry of promotion will lead people to move toward private work withou! tft~ 
need for special "penalties~ for WORK WQrkers. 

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

BMuirine acceptance Qf anY private sector job offeL Both JOBS and WORK program participants 
wouid be required to accept any offer of an unsubsidiud job, provided the job met certain health and 
safety standards, or be denied assistance or a WORK job for several months. After two refusals, the 
person might be permanently denied access to a WORK assignment. Some argue that such provisions 
are unnecessary, bard to administer and potentially unfair, especially if the EITC is denied to WORK 
work.ers, 

Limiting the total time people can be in the WORK orogram. Another way to limit WORK 
participation would be ~ time limit WORK. just as welfare is time~Umited. Those who favor'limiting .. 
the total length of time ~n WORK assignments to two or three years argue that other persons are not 
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guaranteed paid work if they cannot find it on their own, Theoretically. person." could stay in the 
WORK pmgram for many years, and such extended WORK participation is seen by some as creating 
a work entitlement :bat may become as unpopular as welfare is now. 

A second argument involves the best use of resources. WORK slo13 require resources for job 
creation and child we. If people have been i. the WORK program for two years and in the JOBS 
program for two years prior to that, resources, including WORK positions, might be better focused 
on other recipients, 

The biggest problem with limiting the duration of WORK participation is deciding what to do wben 
individuals hit such a WORK time limit, One strategy would be to have individual evaluations for 
those who reach the WORK time limit to decide whether they should be rerurned to JOBS~Pr~. have 
their welfare benefits reduced if they are job ready. Of be classified as permanently deferred. Suclf a 
strategy would ensure that WORK slots were preserved for those first reaching the time limit. One 
need not require States to limit WORK assignments; one might only provide the fle:tibiHty to do SQ, 

'Other welfare reform proposals allow Stafes to terminate or reduce public assistance after 3 years. in 
CWEP. 

Opponents afgue that there is no justification for Bmiting participation in the WORK program, 
<specially If WORK participants are denied the EITC. If all the provisions listed above fur limiting 
the length of WORK limiting provisions were adopted. anyone still eligible for a WORK assigrunent 
after, say, 2 or 3 years would have successfully met ali WORK requirements in several different 
placements. been through 3 or 4 intensive searches for unsubsidized employment. not refused any 
private sector job offer and WQuld be seeking a WORK assignment even though any private secror job 
opportunity would pay 40 percent more and probably offer a better future. 

Opponents of WORK time limits argue that such people would most likely be individuals who 
genuinely could not find any private sectOr employment either because they lived in a weak: labor 
market. or because they could not. despite their best efforts'. successfuUy 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 bometessness or other crises, 
Vinually none of these families would have bad incomes above the poverty Hne while they were in 
the WORK program. UnJess we are willing to provide cash benefits without a work cxpectation for 
people who are DO longer eligible for the WORK program, we would be pl~ in the position of 
denying support to persons who had demonstrated a willingness to work. Finally. there is the 
question of what would happen to people who had exhausted both their SOBS support and WORK 
support, succeeded in finding work, but lost that work wh.en 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 budget. Since it will Hkely take States twO years to 
begin implementing the program, even a strict two~yeat limit on SOBS followed by a strict two-year 
limit on WORK would not aff~t anyone for six years. Since most poople do not stay on wclfare 
continuously for Jour years. in most cases it would not have any effect for seven Qr eight years. 
Eventually, however. sucb limits on WORK could have, a significant impact. Unfortunately, we have 

•. no information on the extent to which extended stays in the WORK program will be a problem, nor 
" any understanding of what would be the reasons for such extended stays. The'lssue eQuId be revisited 

in later years if extended spells in WORK became a problem. 
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Individual Economic Development 

As pan 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. Microentetprise 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. ODe testing the effect of lndividua! Development Accounts on savings and another 
attempting to encourage persons on assistance to start microenterprises (small businesses). Raising . the asSet limit for eligibility fOf cash benefits to $10.000 for savings. accounts designated wr specific , purposes such as purthase of a first home is also under consideration. 

An Individual Development Account (IDA) wouhl be a special type of savings account. in which 
savings by recipients would be matched by Federa! goyemment dollars. Savings from an IDA, 
including both the individual's share and the matching dollars, could onJy be withdrawn for a limited 
number of purposes. including paying for education or training. starting a business or purchasing a 
home. The rnA 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 bypothetical 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, whicb wilt, as above. be a 
random assignment study. will nplore the extent to which selfwemployment 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 e::tpanded 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 redpients secure employment and achieve self-sufficiency, While individuals are in JOBS, 
they will be eligible for cash assistance. Following is the recommended expanded program design. 

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

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

Activjties, New entrants will be assessed and then enter into an agreement with the agency 
administering the lOBS program that stresses the mutual responsibilities of recipient and agency under 
a time-Hmited assistance program. The focus will be 00 the activities and services that the individual 
needs in order to achieve self-.sufticiency. 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 45-9{} days of reaching their cwo-year time limit will be. required to engage 
in job search at that point 

ParticiPation standards. 'The new transitional assistance program wiU be phased-in gradually over 
several years. At fun implementation. minimum State JOBS participation rate'S win be significantly 
higber 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. ODe option would be to adopt the APWA recommendarion that the sanction be set at 25% 
of the total of cash benefitS plus Food Stamps. 

EarrHtack orovisions. Recipients who leave JOBS and transitional assistance for regular unsubsidized 
employment before reaching the two·year limit but subsequently lose their jobs will be able to return , 
to the transitional assistance program. Persons who have left welfare can earn back potential months 
of assistance for time in which they were out of the welfare system.. 
lQBS~Prep..Recipients who are not able to work or to participate in a JOBS education or training 
program will be assigned to lOBS· Prep and expected to do something to contribute to tllemselves and 
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their community. Individuals in the JOBS~Ptep program would include persons of advanced age, 
those who have severe disabilities and mothers of very young. very ill or severely disabled children. 
Persons assigned to the J6BS~Prep program would not be subject to i time limit unless and until they 
enteroo the JOBS program. The percentage of the caseload that States could place in the JOBS-Prep 
program will be limited. 

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

:' _ that States be allowed to,extend a maximum of 10 percent of their easeload at anyone tinte. Under 
sPecial ~ircumStances. States could be permitted to exceed the cap on extensIOns. . 
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ADDENDUM, ·WORK·FOR·WAGES PROGRAM DESIGN 

The following are key policy elements and the initiall'ecommended design, Elements with an • 
contain controversial policy questions: 

Administration, States would be required to develop a WORK plan for joint approval by the 
Secretaries of HHS and Labor. States would be requited to.ha\ft a WORK advisory panel with 
membership from labor, business and ,CODUnunity organizations, To be resoh:ed: membership and 

- linl:s to Private Industry Councils (PICs) and Workforce Investment Boards (WIBs). The advisory 
panel W()uld bave to approve Ille WORK plan. • 

fundim!. For each WORK placement. States would receive a flat amount for administrative costs and 
would be reimbursed for wages paid (hours times wage) aeoordio, to • specified set of awcl1ing 
rules, Federal matching rates would significantly decline the longer the person stay~ in the WORK 
program as a further incentive for States to move people into unsubsjdiz.ed work. AddItional monies 
or a higher match might be available to States in times of recession. 

l!lacemtmts. Placements in private sector establishments would be strongly preferred. States would 
be free to negotiate (X)ntracts with private companies, placement .services, community organizations, 
Stale and 10cal government agencies. and other organizations to ae«.pt or place WORK panieipants 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 ~ith State and Federal government agencies to find 
job placements through existing initiatives and program expansions such as child care, Head Start 
centers.. hOUSing rehabilitation projects, Empowennent Zones, and many others. 

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

* Displacement. Language to be developed, with National Service non.<fisplacement language serving 
as the base. 

* Hours. Hours would be set by the State-a minimum of 15 hours and a rna.ximum of 35 hoon. 
States would be free to use whatever criteria they choose in deciding upon hours SO long as each hour 
of work: was paid, 

States could choose to offer anything from part..f:ime to full-time work:. If the WORK job paid less 
than the family would have received in cash benefits (before reaching the time limit) the State would 
be required to pay a supplement (see below). Requiring full-time work would be considerably more 
expensive, more than doubling the cost of the WORK program and complicating the job creation 
problem considerably. P,articularly for mothers with young children, full-lime work may.not be 
deemed appropri~t.e or practical by the local community, 
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.. Wages. working conditions. and benefits .. WORK assignments would have to pay at least the 
higher of the Federal and any State or local minimum wage, but 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 (induding any subsidized chUd care and other benefits) paid to individuals in 
WORK assignments would have to be similar to the compensation paid to other workers in the same 
job (taking experience and skills into aerount), 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 eases in 
which a new organization or estitbHshmcnt was being formed to employ WORK participants. 
Workers rompensation coverage would be provided, either through the employer or by anothet 
method, FICA taxes would be paid, witll, again, Ille exact mechanism to be developed, Unemploy
ment insurance payments. however. would not be 'required, '.,J 

Supplemental support. If expected WORK program earnings net of work expenses were less than 
would have been received by a nonwworking family on cash assistance, the State would be required to 
pay the difference as a supplemental benefit. Note that such a supplemental benefit would never be . 
higher than the supplement that would be paid under transitional assistance for somoone with tb'e same 
earnings in a private sector job,. 

* Treatment of earnings from WORK program for other gQYflmment benefits. For purposes of 
determining eligihility and benefits for other government programs. the iollQwing rules would apply: 

• 	 for purposes of calculating food stamp. housing and othet benefits. wages paid under the 
WORK program would be treated as earnings. Benefits would be calculated on a 3-month 
prospective- basis under the- assumption that Ole 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 bours, provIded he or she did not have good cause (e.g., a 
serio-us illness) for the missed work.. 

• 	 Earnings received under the WORK program would not be eligible for the EITC and would 
Dot be included io adjusted gross income for ta,;( purposes, This provision is designed to 
ensure that private unsubsidized work: would always be significantly more attractive than 
WORK. 

Limits on the duration of each placement with freqUent requirements for supervised iW2 seatcll. 
WORK slots are designed to be temporary, available only when p~p[e really cannot find private 
sectOr work. Each individual placement would be limited to no more than 12 months as a subsidized 
placement aod would have to be preceded aod followed by • period of intensive joh search, Ifllle 
employer agreed to take the person on as an unsubsidized worker~ the individualiW{luld be considered' 
out of the WORK program. 

'* Required acceptance or any private segor job offer. WORK program partkipants would be 
required to accept any unsubsidized job offer or be de'nied a WORK job for several months. After 
two refusals, the person mig~t be permanently denied access to a WORK assignment. 

Iw;kine of placement and retention !'Weds, States would be required to maintain records on the 
rate at which WORK workers are retained by their WORK employers~or placed in unsubsidized jobs 
by placement services. States would be expected to give preference for contracting with the WORK 
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program to the employers and placement services with the be.! performance. At. fumre date. the 
Secretary of HHS may impose retention or placement standards. 

Returns to lQBS-Prw, Persons who became temporarily ill or faced a major new impediment to 
work: could seek to be re-evaluated and placed. in the JOBS-Prep program until such time as the State 
deemed them ready to work. Persons in this status would count against the limit on JOBS-Prep 
pl~cements,. 

··Insufficient WORK slots. In cases where there are insufficient WORK slots. first preference.would 
go-to people just reaching the time limit, States would be required to pay ongoing cash OOnefits to· 

;.; . persoru; who were oot placed in WORK assignments, and States would be reimbursed for such 
benefits at a sigrufic.antJy reduced match. The reduced nw.ch might be waived in periods of higb 
local unemployment. 

-
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MAKING WORK PAY/CHILD CARE 

BUILDING BLOCKS: EITC AND HEA.LTII CARE REFORM 

A crucial component of welfare reform based on work and resfXlnsibility 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 $2J bIllion expansion of the Earned 
Inoome Tax Credit (EITe) was a major step toward~inakin& it possible for Jow~wage workers to 
support themselves and their families above poverty. When fuUy implemented. it wilt have the effect 
~f making a $4.25 per bour job pay nearly S6J)fJper bour for a parent with two or more children. 
The welfare reform propo,sal will include provisiOns to make sure the EITC can be delivered on a 
regular, advance-payment basis throughout the year.• 

The next critical step is ensuring that an Americans have health insurance coverage, Many recipients 
are trapped on welfare by their inability to find or keep jobs with health benefits that provide the 
security they need. And too often, poor. non-working families on welfare have better health coverage 
than poor, working famiHes, The Pr~ident's health care reform plan will provide universal access to 
health care, ensuring that no (lne will have to fear losing health coverage and choose welfare instead 
of work to ensure that their children have health insurance, Both the BITe expansion and health care 
reform will belp support workers .as they leave welfare to maintain their independence and self
sufficiency. 

The key missing component for making wort pay is subsidized child care. In order for families, 
especially-single-parent families, to be able to wort and prepare themselves for work. they need care 
for their children. In addition to ensuring child care for participants in the transitional assistance 
program and for those wbo transition off welfare, child care subsidies will be made available to low
income working famiTies who have never been on welfare. 

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

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

• 	 What investments and/or requirements should be put in place to improve the qual ity of 
child care and the coordination of child care programs funded under different 
mechanisms? 

ISSUE: HOW MUCH CIllLO CARE AND FOR WHOM? 

There are three categories of low-income families with child care needs, that we ought to consider: 

, • 	 Families in JOBS. working p~~time, Or in WORK 

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

period. 


AU three ~tegories have legitimate claims on child care subsidies. Families who are required to 
participate in JOBS are currently guaranteed child cart, and tightly SQ. People who are worting but 
stit! on welfare have their child care subsidized through disregards in their AFDC and food stamp 
benefits. and sometime.. through subsidies. We propose to continue current guarantees of dtild care 
subsidies fot these categories of recipients. People in the WORK program are like welfare recipients 
in that they are working as a condition of receiving continued support. they are working at the . 
minimum wage, and they are not receiving the EITC. The proposal would guarantee their ~Ud care. 
JUSt as it is guaranteed fur JOBS and AFDC participants. .~ . 

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

It is hard to argue, however. that Jow-income working families who are not on welfare or are 
transitioning off welfare are less needing or deserving of child care: subsidies than people wbo are on 
welfare. It seems quite inequitable to provide cllild care subsidies to one family and to deny them to 
another whose circumstances are identical except for the fact that the first family is Qr bas been on 
welfare, 

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

Capped Entitl>ment: Full-Suvl"" Level 

If we genuinely want to make work pay, to make work more attractive than welfare. and to maintain 
equity between tbose who have and have not been on welfare, it is important that child care subsidies 
be available. for the worling poor. independent of their prior welfare status. The ideal approach, if 
resources were no constraint, would be to guarantee a child care subsidy 10 all working poor families 
who need it. with a reasonable ceiling on cost per child, The cost of such a fuJJ-service entitlement is 
estimated to be between $2 and $3 billion per year of net new Federal 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 we choices that might result if 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 pIanners 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 seems unwise at this point to 
establish an uncapped entitlement which'could potentially become quite expensive, . 

The logicaJ a1ternative is a capped entitlement Set at a 1evel that ,reflects available resources. Capping . 
the entitlement guarantees. that spending will not e,;ceed the specified limit. 
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We suggest a funding level at less than fun 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 a Capped Entitlement: State Discretion 

The most obvious way of structuring a capped entitlement to child care for the work.ing poor. whether 
at the fuJl~sefYice level or at a lower level, is to allot available funds to the States and allow ~em to 
use the funds for service.~ to families as they see fit. This approach should work very well if the 
funds are set at the ful1¥service leVel. At a lower funding level. howeVer. a problem arises because 
the funds may not meet actual demand j and criteria for determining whiCti familieS to serve are 
difficult to set, Child care subsidies tend, therefore. to be distributed inequitab1y. often on the basis 
of a first-come. flfSt·served strategy that cannot address relative need. 

Allocating a Capped Entitlement: Targeted 

An wternative would be a targeted capped entitlement. Because it would be capped, spending levels 
would be controlled. But if it were targeted to a population SUb~gfOUP. and set at a level that was 
~timated to be sufficient to serve that sub~group. the allocation problem of the full~ervice, capped 
entitlement could be alleviated. The question, therefore-, is whether there is a sub-group that could be 
targeted that makes sense programmatically and that could be served with a reasonabIe resource 
aJlocation. 

One possibiliry is to target young famili~. along the same Hnes and for the same reasons that we are 
targeting young AFDC applicants and recipients for phasing in the transitional assistance program. 
This strategy bas: many attractive features. It can be justified on the same grounds that we justity 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 DOt they are or 
bave 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 cbild 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. Our suggested funding level would. therefur •• be sufficient to serve all )'OUDg families and a 
portion of older families. 

QUALITY, AND COORDINATION ISSUES 

The issue of quality versus quantity in cbild care has a long and contentious history. At one extreme 
are those who argue that child care subsidies should only be available for care that meets Federally
definoo quality standards, that professional group care should be preferred over infonnal 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 wbo argue that child care subsidies should be avaUable 
for any kind of care that the parent can find. with a strong preference for inexpensive and informal 
care, '. 
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Head Start 

Forrunately. some agreements and accommodations in the Head Start program have been emerging 
that can guide an approach to cliild care, Nearly everyone agrees that Head Stan, with its high 
quality compreneruive approach to child devclopment, should be the preferred service for as many 
three- and four~yearw()lds as possible, with supplemental cbild'care as needed. This Administration's 
<:ommitment to expanding Head Stan. and to developing more full-day and full-year Head Start ,lots, 
will ensure that as many as J,000,000 low~income children in 1999 will be served by Head Start. 

"""""tal Choice and SI.aIe O'",,"ight 

Recent cltild care legislation 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 rn:injmum 

bealth and safety sumdards. The general principle is that providers who receive subsidies sbould meet 
State licensing or registration standards and that parents should be informed about their child care 
choices. Providers that are exempt from State regulatory standards (most States exempt baby-sitting 
and small in-home care arrangements for two Qr 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 Stattr
defined requirements for the prevention and control of infectious diseases) building and physical 
premise safety and minimum health and safety training of providers. 

Investments in Quality and SuppJy 

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 ponion 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 
to providers; and enhancements to compensation for providers. We also propose to ensure that 
training and technical assistance are available to enable welfare ~ecipienrs. including JOBS and 
WORK participants. to become Head Start and child cate providers. These programs silould be an 
important source of private seGtOr jobs and of WORK program slOts for people moving off welfare. 

Rat'" 

Ifi general. States pay subsidies for child care equal to actual cost, up to some maximum. This 

maximum should be set in a way that reflects reasonable costs of care. It should also be the same 

across child care programs and payment mechanisms to reflect current market conditions and be 

defmed in sucb a way that it can vary automatically over time and possihly reflect geograpbical 

differences in prices. . 


Program Coordination 

• 
Finally, there is agreement that child we 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 automated 
systems. Because of fiscal and political difficulties full consolidation is very difficult to achieve: 
nonetheless, full coordination ought to be an important goal. 
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PROMOTING PARENTAL RESPONSffiILITY 
AND PREVENTING TEEN PREGNA,1IICY 

The beSt way to end welfare dependency is to eliminate the need for welfare in the first place. High 
rates of female-beaded family formation and the startlingly high pOverty rates of those families lie 
behind our large and 'growing welfare rolls. We are approaching the point when one out of every 
three babies in America will be born to an unwed mother, and the majority of these will receive 
welfare at some point. Births to school~age unwed mothers are an especially enduring tragedy. Too 
many children are'not receiving financial support from both their parents. This too contributes to ' 
rates of-~elfare receipt that are much higher than we would like. ,~ ":"l 

Concern over the dramatic increases in out~'"Wedlock births bas Jed some conunentators to advocate 
largely punitive solutions. The mos.t extreme of these would cut off welfare for unwed motbers, a 
·cure~ that might well have disastrous effects on the chitdren of these mothers. increase the need for 
spending on foster care and orphanages, and potentially increase the numher of abortiOns, 

We believe that the best prevention strategy is one that focuses on parental responsibility and provides 
opportunities for exercising it. supplemented by increased family planning efforts and demonstrations 
of service programs aimed at preventing teen pregnancy. We believe that very clear and consistent 
messages about parenthood, and the ensuing responsibilities which win be enforced. hold the best 
chance of encouraging young p.eopte to think about the oonsequences of their actions and defer 
parenthood. A boy who sees his brother required to pay 17 percent of his income in dtiJd support for 
18 years may·thinJc twice about becoming a father. A girl who knows that young motherhood will 
not relieve her of obligatIOns to live at home and go to school may prefer other choices. 

The current welfare system sends very different messages, often letting fathers off the book and 
expecting little from mothers. We hope and expect that a reformed system that strongly reinforces 
the responsibilities of both parents wit! hetp prevent ~Iy parenthood. 

Along with responsibility, though, we must support opportunity, Telling young people to be 
responsible will not be effective unless we also provide them the means to exelclse responsibility and 
the hope that playing by the rules will lead fi) 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 effective programs, However, the knowledge base for deve:oping 
effective programs that prevent to<'re3:fly parenthood is much less solid, Our strategy. therefore. 
emphasizes trying many approaches aM: learning about which are most effective. 

Our approach has five components: 

• Child support enforcement 
.., 

~ 

• Responsibilities of scboot-age parents 

• Responsible family planning 
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• Learning from comprehensive prevention approaches 

• Supporting two~parent families. 

CIDLI> SUPPORT ENFORCEMENT 

A strengthened approach to chUd support enforcement hoJds bo~ parents responsible for supporting 
children, It makes clear to fathers. as well as to mothers, that parenthood brings with j( clear 
obligations, and that these obligations will be enforced, with serious and predictable conseq'uen~. 
The child'support enforcement reronn proposal has three major e~ement5: 

.. ~'..;..:' 
• Establish awards in every case 

• Ensure fair award levels 

• ColIect awards that are owed. 

EStablish Awards in Every Case 

Our goal is to establish paternity for all out~f~wedlock: births. This would be accomplisbed by 
offering States petformance--based incentives for all paternities established, whether or not the mother 
is currently on welfare, expanding the in-.bospital 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. 

The proposaJ streamlines the legal process for estabUsbing paternity. enabling States to establish 
paternity much more quickly. This would be accomplished by requiting "up front'" rooperation (prior 
to r«eipt of welfare benefiu), by establisbing clear responsibility for lIle IV-D agency to make the 
rooperation and sanction determination. and by simplifying the process by which paternity is 
eStablished. 

The responsibility for paternity establishment would be ciear.ly delineated. Mothers would be 
required to cooperate in establishing paternity as a condition of receipt of welfare. This strict 
cooperation requirement would require the mother to provide both the name of the father and 
information sufficient to verify the identity of the person namal (Good cause exceptions would be 
granted only under narrow circumstances.) In turn, the States would have a clear responsibility to 
establish paternity when lIle molller has fully cooperated. We propose lIlat the States be held fully _ 
reSponsible for the cost of ben'efits paid to mothers who have cooperated fuUy but for whom paternity 
has not been established within a strictly defined time frame. 

While the proposal is very tougb and strict in its approach to paternity establishment. it does not 
Runisb mothers who cooperate fulJy" f',pplicants must ~et the new striaer cooperation requiremem 
prior to the receipt of benefits, but when the mother has fully cooperated and provided complete 
information. the burden shifts to the State to establish paternity. In contrast, SOme have proposed that 
the mother must have paternity established prior to receipt ofbenefits. The mother who has done 
everything that can be expected of her is unfairly penalized under this approach for the State's 
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inaction Of inefficiency in getting paternity established. She could be denied benefits for a loog time 
through no fault of her own. 

Ensure Fair Award Levels 

The proposal would establish a National Guidelines Commission to study and report to Congress on 
the adequacy of award levels, the variabiiity of award levels and the desirability of national 
p~cl~, • • 

The proposal would also' require universat, periodic.:updating of awards so that all awards wou1d 
closely reflea the current ability ofthe noncustodial parent to pay support. States must es.t.abJish 
simplified administrative procedures to update the awards. 

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

Collect Awards 1Ita! are o...d 

The proposal seeks to develop a child support system for the 21st century. AI1 States must maintain a 
central registry and centralized collection and disbursement capability. States must be able to moniwr 
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 
technologies, . 

To improve collections in interstate cases, a Federal Child Support Enforcement Clearingbouse would 
be created to track parents across State lines. This would include a National Directory of New Hires 
so that wage withho1ding could be instituted in appropriate cases from the first paycheck. The 
adoption of the Unifonn Interstate Family Support Act (UfFSA) and other measures would make 
procedures in interstate cases more routine. In addition, the IRS role in ful! collections and tax 
refund offsets would be strengthened" and access to IRS inrome and asset infonnadon would be 
expanded, 

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

The Federal funding and incentive structure would be changed in order to provide the Decessary 
resources for States to run good programs, and performance-based incentives would be utilized to 
reward States for good performance. • 
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Issue: Cbild Supporl Enrore<menl and, Assurance (CSEA) 

For children to achieve real economic security and to avoid the need for welfare. they u1timately need 
support from both parents. The proposals described above are designed to collect as much money 
from abSent parents as possible. But what bappens when little or no money is ooIlected from "the 
noncustodial parent either because the child support enforcement system is ineffective, or because the 
absent parent is unable to contribute much due to low earnings? In those circurnrta.necs, a chUd 
support enforcement and assurance system would guarantee that the ~stodiaJ parent gets some 
assurod level of child support. even when collections 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 

. sUPP.,Ort 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 Commission on 
Cqildren) bave called for demonstrations of this concept -" 

Proponents argue that child support enforcement and assurance would significantly ease the difficult 
task of moving people from welfare to work:, If single patents can count on some child support, 
usually from the noncustodial parent. but from the assured child support payment if the noncustodial 
parent fails to pay, then they can build a reliable combination of their own earnings plus child 

. support This approach would offer single parents real economic security. CSEA is nor unlike 
unemployment insurance for intact families. When an absent parent becomes unemployed or cannot 
pay child support. the child still has some protection'. And since CSEA is not inoome--tested, there 
are no reporting requirements. no welfare offices. no benefit offsets and no welfare stigma, 
Proponents aJso suggest that CSEA benefits be- subtracted dollar for dollar from welfare payments, 
especially in bigh~benefit States. Thus, a woman on welfare is no better off \l.'ith CSEA. But if she 
goes to work, she can count on ber child support payments; thus. the rewards from working rise 
considerably. Essentially, all of the net new costs of a CSEA protection program would go for 
supporting custodial parents who are off welfare and working. Proponents also argue that if CSBA 
protection is provlded only to peopJe who bave a child support award tn place, women will bave 
much more incentive to cooperate in the identification and location of the noncustOdial father. since 
they can CQunlon receiving benefits, Finally, proponents argue that the program would focus more 
attention on the importance of noncustodial parents providing economic support to their children, 
States might also c);;periment with tying the assured payment to work: or to participation in a ttai~Z 
program by the noncustodial parent, and with other incentives to encourage noncustodial parents to 
pay child support. 

Opponents worry thaI CSEA would dilule the pres,ure 10 actually oollecl child support and would 
increase incentives to fonn single-parent families. If mothers can count on the money regardless of 
whether the State actually CQlIects the amount owed. less effort may be put into collections. States 
may choose: not to try to increase collections, especially if the Federal government is paying for 
CSEA. There is also a danger that CSEA would be seen as welfare by another name, since it is a . 
source uf 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 suppon even 
if they fail to pay. ' 
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Issue: Enhancing R.e:sponsibUity and Opportunity (or Noncustodial Parents 

Under the present system. the needs, concerns and responsibilities of noncustodial parents are often 
ignored. The system needs tQ focus more attention on this population and send the message that 
"fathers matter M We ought to encourage noncustodial parents to remain involved in their children's • 

lives-not dri .... e them further away, The well-being of children who live only witll one parent would 
be enhanced if emotional and financial support were provided by both of their parents, 

Ultimately, the system's expectatiotlS of mothers and fathers should be parallel. Wbatever is expected 
of the mother should be expected of the father~ and whatever education and training opportunities are 
provided to custodial parents. similar opportunities sho!!'td be available to noncustodial parents woo 
pay their child suppon and remain involved in the Jives of their children. If they can improve their 
earnings capacity and maintain relationships with theiu~tJiidren. they could be a source of both 
fmandaI and emotional support. ' 

Mucb needs to be learned about noncustodial parents. partly because we have focused relatively little 
attention on this population in the past. and we know less about what types of programs would work, 
We propose the foUowing approaches: 

Work oworrunities and obligations for noncustodial parents. A portion of JOBS and WORK program 
funding would be reserved for training, work readiness, educational remediation and mandatory work 
programs for noncustodial parents of AFDC recipient children who ca.nnot pay child support due (0 

unemployment. underemployment or other employability problems. In addition, States may have an 
option for mandatory work programs for noncustodial parent~. States would bave considerable 
flexibility to design their own programs, 

Grants for acteSs and parenting programs. We propose grants to States for programs which reinforce 
the desirability for children to have continued access to and visitation by both patents. These 
programs include mediatwn (both voluntary and mandatory). counseling, edumion, development of 
parenting plans, visitation enforcement including 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 organiz.ations to develop and 
implement noncustodial-parent (fathers) components in conjunction with existing programs for higb~ 
'risk families (e.g. Head Stan, Healthy Stan, family preservation, teen pregnancy and prevention). 
These would promote responsible parenting, including the importance of paternity establishment and 
economic security for children and the development of parenting skills. 

RESPONSIBILmES OF SCHOOL-AGE PARENTS 

The program of transitional assistance followed by work that was outlined earlier in this document 
focuses on the responsibilities of custodial parents, especially young parents, to w{)cx and prepare for 
work as a condition of receiving benefits. All young parents seeking government assistance would be 
expectoo to prepare for and go (0 work. Like the child support provisions, the obligations inherent in 
the program send a clear message about the consequences of parenthood. ensuring that welfare receipt 
does not release either parent from their responsibilitie", to work and suppon their children, 
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Minor mothers, those under age 18, have special needs and deserve special consideration. They are a 
relatively small part of the caseload at any point in time, but a disproportionate contributor to long
teon dependency. We have four proposals that affect minor and school-age parents: 

• 	 Minor mothers live at home. We propose requiring that minor parents live in a hOUSehold _ 
wjth a responsibte adult. preferably a parent (with certain exceplions, such as wben the minor 
parent is married or if there is a danger of abuse"to the minor parent). Current AFDC rules 
permit minor mothers to be -adult caretakers" oftbeir own children. We beli!"c that having 
a cbild does not cbange the fact that minor mothers need nurturing and supervision ~, 

. themselves. and they would be considered children-not as heads of household. Under current 
law, States do baye the option of f~uiring minor mothers to reside in their parents' 
household (with certain exceptions): but· only five have included this in their State plans, This 
proposal would. make that option a requirement for al1 States. 

• 	 MentQring: by Qlder welfare mothers. We propose to allow States to utilize oider welfare 
mothers to mentor at-risk school-age parents as part of their community service assignment. 
This model 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. • 

• 	 !an:\lUn2 sehOQI~age parents. We would ensure th~t every school-age parent or pregnant 
teenager who is on or applies for welfare enrolls in the lOBS program. continues theit 
education. and is put on a track to self-sufficiem::y, Every school~age parent (male Of female, 
case head or not) would be required to participate in JOBS from the moment the pregnancy or 
paternity is established, AU JOBS rules pertaining 10 persona! responsibility contracts. 
employability plans, and panieipation would apply to teen parents. We propose to require 
case management and speciaJ services, including family planning CQunseling. for these teens. 

• 	 State cmtions for behavioral incentiy~, We propose to give States the option to use monetary 
incentives combined with sanctions as inducements to remain in school or GED class, They 
may also use incentives and sanctions to encourage participation in appropriate parenting 
aCtivities, 

ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING 

Responsible parenting requires access- to information and services designed to discourage early seJuai 
behavior. and prevent pregnancy. We propose the fol1~wing: 

• 	 A national campaign against teen pregnancy. We propose that the Administration lead a 
national campaign against teen pregnancy, involving: the media, community organizations, 
churches and others in a concerted effort: to change perceptions, The campaign would set 
national prevention goals and challenge the Stales to rome up wittrschool or conununity based 
plans to meet those goals. 
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• 	 Increased funding for family Dtannine smlw through Title X. Responsible family planning 
requires that family planning services be available for those who need them, A request for 
increased funding for Tiue X was incJuded in the FY 1995 budget submission. 

Issue: 	 Family Caps 

The issue is whether States should be aJlowed Or required to limit benefit increases when additional 
·chiidreo are conceived by parents already on AFDC, if the State ensures that parents have ac«ss to 
family planning services, Non-welfare working families do not reccive a pay raise when they bave an 
additional child. even Ulougb the w:. deduction and the EITC may increase. However I families on 

¥. ~~."_ welfare receive additional support because their AFDC benefits incrwe'automaticaJlY_to include the 
needs of an additionil child. 

Proponents of family caps argue that they would reinforce parental responsibility by keeping AFDe 
(but oot food stamps) benefits constant when a chUd is conceived while the parent is on welfare. The 
message of responsibility would be further strengthened by permitting the family to earn more or 
receive more to child support without penalty as a substitute for the automatic MDC benefit increase 
under corrent law, . 

Oppooents of family caps argue thai 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 doouctions and EITe increase for a working family that bas an additional child. 
(['he tax deduction and EITC increase for the second child is worth $1,241 at the $20,000 income 
level; the tax deduction is worth S686 at $60,000.. AfDC benefits increase $684 per year for the 
second child in the median State; including food stamps increases benefits by $1.584.) 

, 

LEARl'IING FROM PREVENTION APPROACHES 'mAT PROMOTE RFSPONSIBILITY 

Solely ch.anging the welfare system is insufficient as a prevention strategy. For the most part, the 
disturbing social trends that lead to welfare dependency are not caused by the welfare system but 
reflect a larger shift in societal mores and values, Teen pregnancy appears to be part of a; more' 
generaJ pattern of bigh~risk. behavior among youth, 

The Administration is developing several initiatives that aim to improve the opportunities available to 
young people and to provide alternatives to high-risk behavior. The SchooHo-Work initiative. for 
example, wouid provide opportunities for young people to combine school with work experience and 
on-the-job training. as a way of easing the transition into the workplace. The Administration's crime 
bill focuses additional resources on crime prevention, especially on youth in disadvantaged 
neigbborhoods, lnitiatlves like these are aimed at raising aspiratiOns among young poople who might 
otherwise become parents too early, 

In addition, 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 paucity 
of proven approaches for dealing with it. We need a strategic approach that develops and funds some 
substantial demonstration programs. and evaluates them for their potential to be mOre broadly 
effective. " 
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Demonstrations. Early childbearing and other problem behaviQrs are interrelated and strongly 
influenced by the geoerallife-experien·ce associated with poverty. Changing the circumstances in 
which people live, and consequently how they view themselves, is needed to affect the decisions 
young people make in regard to their lives. To maximize effectiveness. interventions should address 
a wide spectrum of areas including. among others, economic opportunity. safety. health and 
education. Particu1ar emphasis must be placed on the prevention of adolescent pregnancy. through 
measures which include sex education, abstinence education, life stills education and contraceptive 
services, Comprehensive community based interventions show great promise, especially those efforts 
that include education. " 

We propose comprehensive demonstration grants that would try different approaches to changing the 
. environment in \i1,'hieh youth live and carefully evaiWite their effects. Thescrgrants would be of 

sufficient size or "critical mass~ to significantly im-prove the day-to-day experiences, decisions and . 
behaviors of youth, They would seek to change neighborhoods as well as directly support youth and 
families and would particularly focus on adolescent pregnancy prevention, While models exist for 
this type of comprehensive effort, few have been rigorously evaluated. We propose a systematic 
strategy to learn from variations in different types of approaches. ,All demonstrations would include a 
strong evaluation component. 

SUPPORTING TWO-PARE!'.. FAMILIES 

Ideas under consideration for Reinventing Government Assistance include provisions to end or reduce 
the current bias in the welfare syStem against twowparent famiUes by: l) eliminating the more 
stringent rults for twO"'Parent families that exist in current law; and 2) requiring States to provide 
benefits to tw()o..parent families continuously. instead of limiting provision Qf such benefits to 6 
months. Allowing two-parent families to receive the same benefits that single parents receive should 
encourage families to stay together. remove disincentives for parents to marry and send a strong 
message about the value of both parents. 
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APPENDIX: ENDNOTES TO TABLE 1 

Two-Parent Estimates 

1. 	 The costs for eliminating the special eligibility requirements for tw0ilarent families ,is bised 
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 ,< 

" Ma!hemati~ PoUey Research, Inc, I.:." 

._a,.Child Support 'F;>fer<ement Estimates 

L 	 The costs for the noncustodial parent provislons are 10 percenfof the JOBS and WORK - ,0It,"', 	 . . . 
program costs. 

Caseload Numb .... and JOBS and WORK Estimates 

The caseload numbers arid the JOBS and WORK cost estimates are based on the following policies. 

assumption.~ and sources of data: 


L 	 Adult recipients (including teen custodial parems) born after 1972 are subject to the time limit 
beginning in October 1996 (FY 1997), The cost estimates assume about one third of the 
States, representing 40 percent of the caseload. win implement the potiey a year earlier than 
required. This (oHows the pattern of State implementation under the Family Suppon Act. 
JOBS spending on other portions of the l;aScload would continue as per current law. 

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

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

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

5, 	 CoS! per JOBS participant figures are taken from the FY' 1993 JOBS data (adjusted for 

inflalion using the projected CPl), 


6. 	 The cost estimate assumes that all non-deferred phased-in recipients are engaged in activities. 
We assume that 3t II given point in time, 50 percent of the phased~jn recipients ate engaged in 
activities which have cost. For recipients with extensions, it is assumed that everyone is 
participaling in it JOBS activity which costs the program money. 

" 	 The cost of developing and maintaining a WORK assignment is calculated using CWEP data 

from JOBS and from the welfate--to-..work: demonstrations of the 19S0s (again. adjusted for 


• inflation using the projected CPI), Appro.imately 25,000 and 130,000 WORK slolS would be 
r"'luired in 1998 and 1999, respectively, ' ' 
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The figures for JOBS participants and lOBS spending under current law are taken from the 
baseline in the FY 1995 budget for the HHS Administration for Children and Families 

The JOBS and WORK cost estimates do not consider the potential impact of child support on 
the size of the caseload, 

, 
The case management cost estimate presumes thal at full impiementation, enhanced 

~ 

case 
management services would be provided to alJ teen parents-under the age of 19 and receiving 
assistance. The percentage of teen parents receiving comprehensive case management Services 
is predicted to rise from 70 percent-in FY 1996 to 80 percent in FY 1997.90 percent in FY, 
1998 aDd 1999 and to 100 percent in I'Y 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 JOBS program. Consequently. the estimate employs. as a pro;ty for a 
JOBS case management cost pet participant number. a figure calculated USing data from;he 
welfare-to-work demonstrations of the 1980s (San Diego I and BaJtimore Options). 

The additional cOst of comprehensive case management for teens is the difference between the 
cost of providing enhanced case management to teen parents under 19 and the cost of 
delivering standard case management to the same population. The difference is roughly $560 
per participant per year. in 1993 dollars_ 

The lOBS~Prep cost estimate presumes that 10BS~Prep services wiU be provided to 20 percent 
of those in Ihe JOBS-Prep program. As States currently serve only 16 percent of the non
exempt caseload in the JOBS program., it is plausible to suppose that States will not serve a 
signHicantly higher percentage of persons in the JOBS-Prep program, We do not know what 
services States will provide during the JOBS-Prep program (candidates include parenting sk:.ills 
classes, Hfe skills training and substance abuse treatment). so arriving at a cost per participant 
figure for the program is difficult. 

For purposes of the estimate, we assume that States will not provide services such as 
vocational rehabilitation in the JOBS~Prep program, JOBS-Prep services will oonsist 
primarily of case management and referral to extemaJ service providers. Many persons in the 
JOBS-Prep program have disabilities, although most mothers of children under one do not. 
The cost estimat'es assume that a fairly intensive level of case management would be required 
for a small percentage of persons in this program, 

The cost per JOBS-Prep participant figure represents a level of case management more 
intensi~e than that in the current JOBS program but not as intensive as the level provided in 
(he Teen Parent Demonstration, The number is arrived at by multiplying the Teen Parent 
Demonstration case management figure by .75, 
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Chlld can Estimates 

1 , 	 These estimates reflect the child care costs associated with the phase-in assumptions described 
.bove under JOBS and WORK. 

2. 	 This estimate is based upon baseline spending for the Head Start program and therefore does 
not account for the additional child-ren who will be served by Head Start when it expands. 
This foUows oonventional CBO sc6r~g roles, 

3. 	 There is no sliding scale fee for.servkes included in this estimate. 

4. 	 We assume that approximately 4O'Percem of aU AFDC families p~icipating in JOBS and 
WORK, wUI use p.id child care~~. .-, 

S. 	 We assume that Transitional Child Care eligibles will have average utilization rates o.f 40 
percent. __ 

6. 	 Our worlcing poor estimate represents a phase~in of a capped entitlement to rover children 
whose famil ies are below 130 percent of poverty but do Dot receive AFDC. By 1999, we 
will approach full implementation with $2 billion in net funding. We assume that there are 
approximately 8 million non-AFDC cbildren below 130 percent of poverty, 40 per-cent of 
wbom will potentially need child care because of their parents' work status, and that 40 
percent of these famHles will use paid child care, 

No Additional Benefits tor Additional Children 

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

2, 	 It is assumed that States would reduce the monthly benefit by $63 for each child (after the 
first) born while the mother was receiving AFDC. It is also assumed that States would have 
little success identifying children born on AFDC during previous spells of welfare receipt. 
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. EXECUTIVE OFFICE OF T~e PRESIDENT 
COUNCIL OF ECONOMIC :AOVISERS 

, WASHa"GTON, D.C. 2P5OO 
March 9, 19 4, 

MEMORANDUM FOR BRUCE REED 
, DEPUTY ASSISTANT TO PRESIDEN'I' 

FOR DOMESTIC POLICY 
HAlW'JO BANE 
ASSISTANT SECRETARY AD INISTRATION FOR 

CHILDREN AND FAMILIE HEALTH AND HUHA."I SERVICE'S ':' 
DAVID ELLWOOD ASSIST SECRETARY FOR PLANNING AND 

-FROM: 

TH AND HUMAN SERVICES 

SUBJECT: Re om Proposal 

EVALUATION 

JOl> STIGLIT 

The draft produced by the Welf~r Reform Taak Force exhibits 
a level of creativity seldom seen in ~ group project. It is 
certainly a valuable piece of work, The draft proposal, however, 
could be improved, Toward this end, ~ have a number of comments 
that the Working Group might want to fdreS8 in discussions of 
the present draft and that might be i corporated in a future 
draft, . 

One over-riding concern is that any welfare reform 
legislation enacted is reversible. T~refore, it is important 
that the program ultimately put into ~ace be likely to 
experience quick success. Otherwise! ~uring the phase-in period, 
support for the reform effort may dwin' Ie and the legislation be 
reversed (or worse), Accordingly, the proposal should concern 
itself with demonstrating success {e.. , increased labor force 
participation or reduoed case load) in.the initial implementation
period, 

My comments are presented in te~ of six major themes for 
ease of exposition. However, these th~es are clearly related to 
others, since it is seldom appropriate to view anyone part of 
welfar~ reform in isola~ion. 

Thama 1. What is the btitl_t1 

Should current levels of payments be viewed as an 
entitlement, the red~ction of which sh uld only be undertaken 
with the strongest of reasons, or shou d we view the whole~ 
discussion of Welfare Reform one in wh'ch the entire'nature'and 
$t~y~tur. of the Gnt1:lQrnQnt is ~~~e. eviaw? 

...
o 	 The v~ried 

~... 

levels of support aero s different s~atee-~whic~ 
we are allowing to peraist--sugge ts'that we are not 
committed to any particular level! of a "safety net. II 

I 
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o 	 Does any individual who has capab lity of working (at an 
unskilled job) have an obligation to do eo, if there i. an 
available job? 

The Working Group generally steer d clear of the issue of 
the nature of the qentitlement. w takin the State level of 
benefits as a given. Given~the curr~ po11tical.conBtraints~ I 
concur with that judgment. though I wo Id like to see a movement 
towards establishing more national no s. Whether this should be 
done, and if so, how it could be done ost effectively, requires 
more discussion. -, 

At several points, an implicit ~Jument for why certain 
policies should be pursued seems to ha~e been that we cannot make_ 
recipients on welfare worse off than t BY are now. But thet is 
precisely the question at hand: do re ipients have an 
ttentitlement" to current levels of benifits,? 

To implement any phased incentive, that would reduce 

benefits as a recipient's time on the ~elfare rolls increases 

(discussed belowr I we would have to adrress this issue. ' 


Th.... 2, The Rol. of ID41vidual In....nt!....& 

I wish to emphasize the irnportane1 of incorpora~ing strong
incentives within the program: 	 . 

o 	 Legal rights may limit the abilit to 'force' inaividuals 
off welfare on a discretionary baliS. 

o 	 Even with best of intentions, Sta as may fina it difficult 
to change 'the direction of agenci s administering programs. 
we should be wary of having exces ive donfidence in existing 
and proposed administrative strue~ure$ for accomplishing our 
objectives. ' 

In 9eneral~ the Working Group bel eved that individual 
recipients needed to have appropriate r.centives to enter the 
paid labor force as soon as possible. This requires that the 
benefits an individual receives while ct working always are. less 
than the total ~~ount of compensation plus benefits received 

_while working. and the difference must be large enough to 
compensate for the effort of working'l' 

Assessing these incentives requ1 a ~ntegrating all 
assista~ce programs. including food S~~S and housing. under 
current programs, in some stAteS, the-~ec return to working at a' 
full time job can bs a. low ... a doll':" or two an hour. The 
consequence is that the incentive fOr""rOrk is less than might
otherwise seem" to be the caSE!. 

I 
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Though full integration would cle rly be desirable. partial 
integration, with welfare payments adj seed to reflect other 
benefits could go .. long way to addres ing the basic incentive 
issues. . . - J 

We may 	want to consider alternati e ways to providing the 
requisite incentive~: . .. ~ t:. 	 

(a) 	 Some argue that it wo~ld be a inistratively simpler to 
reduce some entitlement other th~~ EITe for WORK 
participants. and to keep the entitlements provided' .-" 
through the income tax aystemiintact (since the tax 
system has less direct contaci with WORK participants 
than' the welfare system}; ~. 

, 

(b) Overall benefit leve:s could 1e reduced the longer a 
recipient is in the welfare p ogram, encouraging 
individuals to enter the paid labor force; 

(c) 	'Finally. for those with the l~ngest stays on the welfare 
rolls. benefit levels to the parent could he effectively 
reduced through provision of re in-kind benefits 
targeted to children. 

Even when recipients are required to accept any full time 
private sector job offered, there are nstances where the 
incentive to enter the paid lahor for"e~:;~i::.b" dul:ed by the 
operation of the draft proposal. For ~ under the draft 
proposal~ part-time work may stop the I of the 2-year time 
clock on training and welfare benefits In case, a 
recipient with a part-time job may initely receive benefits, 
Alternatively, if part-tin",e work does change the possible set 
of benefits available in a positive it may be rejected as 
less satisfactory than simply It.aking the training proposed 
to be. available. "A compromise that retains the 
app~opri~te incentives is to ratably ,=ii~j~~~~~it~ , 	 on benefits for those who engage in ~ : 
scheme. a person who works 20 hours week' (half-time) would be 
..ble to raceive benefi ta for 4 years h~fo"e r.\oving to the WORK 
program (note that such a long period part-time work is likely 
to result in the recipiene building sufficient work record 
to leave welfare for paid employment) , 

The draft proposal implies that tpe 2-year time :imit is a 
lifetime ~imit. Ac~ordir.gly. so~eone ~ho received benefits at 
age 25 would be ineligible to receive training and other non-WORK 

"henefits at age 35. A more appropriatb policy might be to allow 
persons to Uearn~ additional welfare cbverage by participating in 
the paid labor force for a SUffiCient:' long period. The exact . 
schedule would require some care to pr vent recipients from 
repeatedly cycling between welfare an the paid lahor force. but 
tho 	potential problems are not inourml"'table. 
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ntiv•• 

Providing appropriate incentives to individual recipients i. 
only part of~.the overall inoentive iss~e. A similar concern 
exisc:s with ;the incentives provided .to Icass workers and to the.-.~"--:'. 
States to ensure that they act! to move jwelfare recipients into .~'; 
the paid labor force in a timely manne", • 

- I·• ~. 

:The draft proposal make. heavy d ,ando on individual case':';: 
workers to assess whether recipients a e ready to enter the paid" 
labor force and in what capacity.· Res arch in·~the area of 
organizations suggests that large chan as in the incept~ve. 
~Structure for cAse workers ~y need to be a part o~the changi~g 
cultureln the welfare office. If the :incentive structure is 
ignored; case workers will likely reve~t to current behavior 
rather'than wholeheartedly implement w~lfare reform. Figuring 
oUt what those incentives might be andirequiring States to 
incorporate them in their own welfare lro9rams should be an 
integral part of our proposal. 

State incentives will also play aim4jor role in the success 
of the welfare reform effort. If Stat s are able to obtain ' 
Federal resources without fully implem nting che welfare refor.m 
initiative. they may do so. Tying act Al Federal payments to 
State success at placing welfare recip ants in unsubsidi2ed jobs 
should be seriously-considered as part of the process of 
reinventing the welfare office. Thoug there are some incentives 
built in the current proposal, I am eOicerned whether they are 
sufficient. 

~6m. I. ~. Effeccivene.8 of Exi.ciDr 'rog~... 
The draft proposal generally assu~e8 that the training and 

placement programs will be apprcximate~y as effective as fairly 
successful local progr~B. I am concefned that these programs 
~AY not be effectively deployed on a n tionwide basis, noting 
that the predicted success rate for tr ining and placement in 
prior programs often outstripped actua performances. Thera do 
not appear to be prograrr~tic 'safeey ret.- in place in case 
these new programa are less successful than projected. 

~_ 5. Equity bitt...... aeoipi8llu "1' the WorkinlJ Poor, 

One of the basic tenets of the we~fare Reform draft proposai
is 'that paid work is preferred to rece~pt of welfare benefits. 
This implies that the worki~g poor she ld net be financially 
worse off than welfare recipients. uring this is difficult. 
becauae the experiences of welfare re ipiento differ dramatical~y 
from each other and from thoBe of the orking poor. Guara:lteeing 
this equity implies that: child care hould be provided to the 
working ~oor on terms similar to th06 for wolfare recipients; 
disability standards should be Sirnilai for welfare reCipients and 



- -

.SENT ~Y:Xer'. Telet.pier 7020 3- 9-94 2023956947

5 

workers: deferments from work requirem ts based on age should be 
granted only for those of approximatel" retirement age; and the 
guara~teed income for welfare reeipien~s (especially those in the 
WORK program} should exceed inco~ea for the_wq1king poor only 
when there is a strong justification f 

While there are many virtues to.g 
latitude in redesigning their welfare 
must be tempered with concern-f9r oyer 
Statse should not be permitted to de:e 
case load from work requirement~ if t 

r the~~iBcrBpancy.-,. 

antin~gf:States wide 
rograms. this' latit~de 
rching r~ational interests. 
large portions of their 

e national policy is to 
favor paid labor for.e participation.· ·rCThere are both basic 
policy issues and budgetary issues inv~lveahere.) A strategy of 
granting States a fixed number of defetments (perhaps as a 
percentage of the case load) may prove 'to be effective in getting 
States to use defer.ments only in appro riate circumstances. and 
not as a tool to manage the burden on ocal welfare officss. 

A major problem is that we do not know what the appropriate 
percentage of deferments should be. T many, deferment of 25 
percent of the case load seems too hig will_ it really mean 
that we have ended welfare as we know t? Excessively high 
de!erment rates not o~ly preBents A pogtiC&l problem, but also 
an economic problem. A Key element in welfare reform is 
providing appropriate incentives to re ipients. If the reform 
plan effectively provides for a "lotte "--the chance at 
continuing welfare as we used to know t--it may adversely affect 
those incentives. Also, if States are held to a deferment limit 
of 25 percent of caseload there may be a tendency for States to. 
push against that limit. with the ette dant negative 
consequences. 

Current eaaeloads may provide us ith poor guidance on what 
the appropriate deferment percentage 8 ould be, especially if ,the 
welfare reform plan succeeds in radiea ly changing the current 
system. If the proposal is .ucceSSfu~'in getting a large 
perc~~tage of recipients from welfare 0 the paid labo; force 
quickly, chen the percentage of the r ining caseload that is 
extremely difficult to place in privatr sector jobs may be high. 

I ten~&tively euggQ9t the follOWibg approach, combir.ing 
appropriate incentives with flexible ~imits. First, the Federal 
match for welfare benefits would be t ad to State performance in 
moving people to paying jobs. This w, ld limit State discretion 
to provide benefits that e>t:ceed the national average by a wide 
amount (by making those States pay mo~e of the benefit from State 
funds. if the higher benefits result ~n lor-gar stays on welfare) 
and wOlJ.ld help line up State incentives with the purpose of the 
national welfare reform program. Comprehensive measures of 
performance should be designed to take account of local labor 

I 
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market conditions and demographic fact,rs. Second, se~arate 
limits would be p':%'ovide cion; from the eneral tt'liltmsnt 
of-rec1puines-rfl ea:cn of the major cat got' os (e.g., recip ents 
on-wSRK bey611d 2 years I recipients with children under 1 year
old), Third. the exemption-:l1mits WOUtd be related co local 
economic:: conditions" demograPhic faeta Sf and hist.orical 
performances. These limits would gene ally be set tightly. to 
represent substantial' improvements ove current practice: 
Waivers would be provided on!y under usual circumstances, and 
onl~ with signiflcanEJ 1nc!1!a~ _ r -utions 
for the costs.-of the "'excess"._ exempt 0 $, (T e increa.sed State ~ 
financial burden J.S lIrij5i5Ytlm.i-;----becS:Ul1 as we have noced j , it ie~"'
possible that S~te deferment policies have adyerse effects on 
the base caseload, a burden which is s ared nationally.) This 
outl-ined approach may help -align State behavior with the national 
goals of welfare reform. 
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For 	Background Use only 

The AFDC Program: The Context for Reform 

$22 billion in benefit payments 

4.8 million families 


Average monthly check = $388 
, 

70% of entrants off within two years. 

~ 	 But two thirds of those who leave come 

back on within three years. 




2 For 	Background Use Only 

Recent Reforms 

The 1988 Family Support Act 

.. Established Job Opportunities and Basic Skills Program 

.. Over half of recipients deferred from participation 

States must serve 15% of those not deferred 

State Reform Efforts 

.. . 	 Twelve states have substantial welfare reform 
demonstrations. 

Various approaches to time limits and work incentives: 

California, Colorado, Florida, Iowa 
Michigan, Vermont, Wisconsin 



3 For Background Use Only 

Values Behind Welfare Reform 

Work 

Responsibility 

Family 

Opportunity 



4 For Background Use Only 

A New Vision 

~ Transitional Assistance Followed by 
Work 

Making Work Pay 

Parental Responsibility and Prevention 

~ Reinventing Government Assistance 
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. •
A New Vision: 

Transitional Assistance Followed by Work 

Full participation 

Training, education and job placement 
services (the JOBS program) 

Time limits 

Work for those who exhaust their time 
limit (the WORK program) 
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Improving the JOBS Program . 	 .. 

Full Participation 

Training, Education and Placement 
(the JOBS program) 

II> . 	Personal responsibility contract 
& employability plan 

Focus on work & private sector placement 

Closer coordination & integration with 
existing mainstream education & training 
program 

II> 	 Emphasis on worker support once people are 
placed in a job 
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The Post-Two-Year WORK Program 

Temporary work opportunities after the 
time limit for those unable to find 
unsubsidized work 

.. 	 ,Community involvement and 
oversight 

Emphasis on private sector 

placements 


Flexible placement options 

~ employer subsidies 
~, non-profitlcommunity-based jODS 
~ placements using new and existing initiatives, 
~ community service 

Non-displacing placements 

Special provision for weak local economies 
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The WORK Program: 

Work for Welfare Versus Work for Wages 


Work for Wages 

paycheck not welfare check ... 

~ dignity and responsibility of a "real job" 

Work for Welfare 

uses existing administrative structure 

prevIous experience 

state flexibility 
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Discouraging Long-Term WORK Participation 
• 

Sanctions for private sector job refusal 

.. 	 Limited duration in anyone placement 

Frequent job search 

No EITC benefits? 

Declining state reimbursement 

.. . 	 Limits or reassessment after several 
placements? 
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For Background Use Only 

Focus and Phase-In 

.' 

How dramatic a change, how fast? r 

Capacity constraints require phase-in. 

Phase-in alternatives: 


.. Focus on new appUcants and reappUcants? 


.. Focus on young families? 
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A New Vision: 
Making Work Pay • 

Health care reform 

.. 	 Advance payment of the Earned Income 
Tax Credit (EITC) 

Child care for. the working poor 

• 




12 

. . 


For Background Use Only 

. , 


A Ne'w Vision: 
Parental Responsibility and~revention 

Child-support enforcement 

Efforts aimed at minor mothers, 
responsible family planning and 
prevention 

Efforts to promote two-parent families 
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A New Vision: 
Reinventing Government Assistance 

Coordination, simplification and~ 
improvedificentives in income support 
programs 

A performance-based system 

• 
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Possible Pathways Following Assessment 

After WORK Slot 


WORK Slot/Job Search 

-l 


ASsessment 

--l , 


1) 	 Unable to work -<> SSI? 

2) 	 Able to work, 

unwilling to work ~ off welfare 


3) 	 Marginally able to work, _ 

unable to command minimum 

wage ~ off welfare? 


...... appropriate activities 
(including community 
service) 

..... welfare benefits? 

.... WORK slot? 

. 4) 	 Able to work, 
willing to work, 
unable to find job ..... off welfare? 

..... appropriate activities 
(including community 
service) 

-<> welfare benefits? 
.... WORK slot? 
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t.abor Force Status of Married Women 
with Children Under Six 

All Poor 
Labor Force Status Families Families 

Worked full-year, full-time· 31.2% ·5.6% 
Worked part-time or part-year 36.0%. 27.6% . 
Did not work 32.8% 66.6% 
Total 100.0% 100.0% 

Source: Current Population Reports, Series P60-185, Table 14 
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Survey Results About Work 


Do you think a single mother working at a part-time, minimum
wage job should be permitted to receive welfare benefits, for as 
long as she.~rns less than the poverty level, or do you think sh~ 
should not be permitted to do so? . 

Should be permitted . 86% 

Should not be permitted 9% 

Not sure 5% 


Should mothers who have preschool children and who are on 
welfare be required to work? 

(If Yes): Should they be required to work full time ·or part time? 

Yes, should work: 

Full time 17% 

Part time 38% 

Not sure how many hours 5% 


No, should not work 34% 

Not sure 6% 


Based on Peter Hart Associates, Inc. 

American Viewpoint 


• 
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Facts About Women Mixing Work and Welfare 


II> 	 8% of women on welfare work in any 
given month 

50% of women on welfare work at some 
point over a three-year period 

, 

Women who work while on welfare are 
much more likely to leave welfare in the 
following month than women who do not 
work 



Net Income for a Mother and Two Children In Pennsylvania 
with No Child Care Expenses, 1993 

Net Earnings (Garnings 
less taxes & work expenses) 

ElTe 
AFDC 
Food Stamps 
-----~~--------------------------

Net Income 

Not 
Workinq 

o 
o 

5,052 
2,868 

...........- -----------"".---

$7,920 

Working 
20 ,Hours 

yvorking 
40 Hours 

3,385 
1,700 
1,872 
2,796 

6,770 
3,272 

o 
2,340 

$9,753 $12,382 

, 



