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IS5UES: THE OVERALL BPLAN

The plan as described above reflects tentative decisions on-a
number of relatively controversial policy issues. This section of
the memo identifies the key decisions and discusses alternative
approaches. These issues can be considered in the context of two
overriding questions: . | e

¢ Is the multidimensial notion of *"success"™ that the plan 7 {
_ agsumes consistent with expectations for dramatic.
reform? Does the plan strike the right balance between

ambition and realism? .

- @, Does the plan achieve an appropriate balance.between !
toughness and compassion, between high expectations for q?*“?‘

-

parentsz and protection’of children? -
In each of these areas, the plan proposes a balance.  In each '
area, however, alternative policy decisions could be made that
would shift the balance in one direction or the other. These
decisions are highlighted after a description of the approach
taken by the plan.

~

The balance of ambition and realism ~ ‘ -

An important challenge for the plan is to balance high .o
aspirations with realistic expectatzens. The plan must genuinely.
tond welfare as a way of life,® but it must also recognize the

difficulty of the task, the constrained capacity of the system to,

achieve it, and the n&&d to protect wulnerable children and
families. _

We believe that the public has ambitéégjkut realistic
expectations of what would consistuteé—fuccess. Polls and focus
groups suggest that-the public is most concerned about welfare
recipients who they perceive as receiving benefits while doing
nothing for long periods of time, and less concerned about people
using welfare to get on their feet or to supplement below poverty
earnings. They expect caseloads to go down in the long run, but
seem to have realistic expectations for what can be achieved.
Finally, the public is concerned about prat&zt&ng Chlldren when
their parents fail to meset axpectatlons. -

..The plan assumes that success has several dimensions:

¢ Ending welfare as a way of life, by requiring serious
participation in work and preparation for work,
.changing the. culture .of the welfare system fram an
emphasis on ‘income maintenance to an enphasis on work -
and on the respcngmbzlltzes cf both gax&nts, and

. imposing serious time limits. : T
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o Providing opportunities to families that enable them to
increase their income and the well being of their
children, and providing pratactlons for the most
valnerable children. -

¢ Achieving some caseload and cost reductions after a “g{bﬁjﬁkng
: reasonable period for investment and implementation. . JE
: e O S
" AP
ision: gphase in .

A key decision to be made about the balance of ambition and ~=- " "=
realism has to do with the scale and speed of implementation of ™
the reformed welfare system. Should we seek to bring averyone on
the caseload into the new system guickly, or should we initially=~
target new resources. on sub-groups such as new applxcantg or

young families? _ _ -

e . P i

Immediate implementation of the new program would severly strain
the ability of federal and state governments to implement the naw
system successfully. There is almost ne disagreement that a
phaged~-in approach is necessary,

A phase~in gtrategy could start with new applicants, with

selected states, with families with older children, or with younyg
applicants and recipients. A new applicants strategy raises -
sericus eguity concerns between people who came ontoe welfare very
young and those who managed to stay off for a longer peiox of ot
time. A state by state strategy raises serious capacity issues

at the state level. The primary arguments for an older children
focus have to do with parental care of children and the cost of

day care. | '

A focus on young families, which the plan recommends, recognizes

that it is the yonger generation of actual and potential welfare
recipients that are the source of greatest concern. They are

alse the group for which there is probably the greatest hope of
making a profound change, and of sending the message that welfare

can no longer be a way of life. Under this approach, we would
~devota energy and new resources bto ending welfare for the next

. generation, rather than spreading efforts so thln that 1little

real help is provided to anyone.

Key decision: benefit supplements for part time and low wage Y
WOrk . - T -

YT

Everyone agrees that independence-from welfare should be the goal
of the new system. But there may be situations in which welfare ]

.benefits to supplement work are desirable. ' Two related issues o ‘.
arise in thinking about work expectations, and .whether -.4.r - ’
supplementary welfare benefits and exemptions froéf the time limit’ =

" should be provided for workers. The first issue is under what .

conditions someone who is working can continue to receive


http:spreadi.ng

oilanste, Ho eriliouk rf B T ytar Homte Lot
~supplementary welfare benefitg aétef-%wamywara The gﬁ:ﬁDarlsas
‘because even full-time work at the minimum wage leaves a family e/ T
below the income eligibllity level for welfare in a few states,
In.about half the states, half time work at the minimum wage
leaves a family of three below the welfare eligibility levels.
Larger families are eligible in more states. Proponents of
allowing continued benefit receipt for workers argue that someone
whe is .working should be at, least as well off as someone-who ig
naﬁ working and recezvxﬁg welfare, and that getting sSomeona to
work even part time is a big success and should be rewarded.
Opponents argue that contlnuing AFDC as a work supplement for

H

1

~u1“ long periods of time is counter to the basic philsophy of .the naw;

program. » -
The Working Group and Cabinet are gplit on this very s
difficult issue. & possible resclution, reflected in
- the Ccurrent plan, ‘says that -supplementary. welfare . : e
© benefits would be provided irrespective of the.time
limit for anyone working at least 30 hours, for anyone o

working at least twenty hours who had pre-school
children, and at state option to other.part time
workers who vorked at least 20 hours.

A related issue arises arcund the number of hours. of work that
states would be reguired to provide through subsidized or
~ commurniity servicé jobs, and arcund whether supplefental welfare
benefits should be paid if the required hours of work 4id not i
generate pay at least as high as the welfare benefits received by
non-working welfare recipients in the state. Because of wide
variations in state welfare benefit levels, the number of hours -
of work at the minimur wage reguired to earn the equivalent of
the welfare benefit level for a family of three ranges from about
7 to about 47. For larger families, work hours would have to be
higher to reach the welfare benefit levels. It ig obviously hard
to structure a real job of eight or ten hours per week. At the
-other extreme, it is unreasonable to require more than the T .
convantimqqdefinition of full time work. *
sm-&.ﬁé&h‘:tq:‘ -
We assume that mest states could and would work hours
that would produce earnings roughly eguivalent te welfare
benefits; some states might de this by paving more than the
minimum wage. In the median state this would be about 26 hours a
week at the mininpum wage for a family of three. Some higher ‘
-benefit states mlght choaga, however, to atracture )obg wlth ﬁagu s of
“ fewer hcursu bt O P23 IR A R ENEL S - ephads v
- ) st Sasssamn e pay ﬁha equlvalant of Auo~«¢m7
_ the welfar& banefzt Should they pravxde a supplementary benefit
~to bring. family income up to the level of welfare benefits for 7
reciplents who don‘t work? The argument for doing so isapeople e,
whe are playing by the rules. and‘worklng, even if they have not
been able to f£ind an unsubsidized jeb, should not bhe penalized by
= recelving lower benefits. The argument against doing so if that
this too would continue welfare as a work supplewent.
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The general sense of the Working Group and the Cabinet
on this issue is that states should not be permitted to
define hours of work at so low a level that a

-~ significant portion of income comes from benefit
supplements. With thig caveat, there wag general
.support for some state flexibility within the range of
15 to 30 hours of work per week, and for modest benefit .
supplementation toc insure that.participants in the WORK

program were as.well off aaswelfare*raaipienﬁs who did
not work.

wrre
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wha balance of tﬁughnass and”ﬁrotactxans

A sescond important cﬁaii&nge for the plan g €o achieve an
apprspri&te balance of toughness and protectionsg.- The di RIS ;

arises hecause AFDC recipients are both vorkers and par&ntsTm

‘he¢uasa we want to ensure that children are protected at the same’
_ time we have high expectations for their parents.. The balancing

act has to take place in two arenas: <¢hat of time limits and -

work reguirements; and that of parental responsibkbility and
prevention.

Key decisions: time limits and work requirments .
A number of key policy decisions affect the balance of toughness
and protections affecting time limits and work requirements. The
moest difficult decisions are arcund extensions to and exemptions
from the time limit, @ around various means for discouraging
long~term participation in the WORK program, and around
protections for children when parents de not meet the
regquirements of the- program,

Extensiong to and exemptions from the time limit, Should
any groups of recipients have the time limit extended? -Should
any be exempted from the raqulrements of the time 1limit?

-

The lssue of extensions arises because sone reczplents, )
especially those with language difficulties, education’ d@fzclts

.and no. work—exparzence may not be able to appraprlately prepare -
them$elves for work in a two year period.

The Working Group and Cabinet generally agreaed that za
limited number of extensions for such purposes as
aﬁmpletlng a high school or job tr&znxng Progran were

appropriate. They generally agreed that extensions a

should not routinely be granted for-the purpose of -7
completing a four vear college program but that higher ot

education combined with part time work was appropriate.. - -

The issue of exemptions from the time limit arises because not
all recipiehts are able .to work, even if they.are not soverely -
enough disabled to gualify for SSI. A second type of exemption

N v
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issue arises because requiring participation from mothers of
infants or very young children may interfere with healthy child
development and reguire substantial expenditures on infant day
care. Under current law, over half the caseload, including
mothers of children under three, is exempted frmm participation.
The Working Group and Cabinet ¢generally agreed that

exemptions 'should be limited, and that participation in
some .activiies be expected even of those who are -
exempted. They tentatively agreed that states should

be garmitted to exempt up to a fixed percentage of the -

caseload fordigabilities, care of a disabled child and
other” serbarrmm. to work.

There: was considerable discussion of the issue of e

: whether exemptions for mothers of infants should be for )

coone years {i.e., until the baby’s first birvthday) or. for .-

twelve weeks (Twelve weeks is the mandated leave time .
in the Parental Leave Act.), The plan currently assumes
a one year exemption for infants who were not congeived
on walfare -and a twelve week exemption for those
concalived on welfare.

community serv;g& work. The WORK pxagram of gabsldlzad and
community service }obs is desidned to be a short term supplement
to unsubsidized work in the private sector, not a replacepent for

it. A number of steps, which are incorporated inte the current
rplan, can bg taken to ensure this:

Subsidized job shots would last for a defined period of

time, after which the person would again be expected to
laock for unsubsidized work.

The availability of the EITC as a supplement to private
sector work would provide a powerful incentive for
participatns to move into unsubsidized work.

Federal reimbursement to states could reflect the
amount of time people were on the rells, in order ko

~provide the states with gerious: lnaentzves to move
people into employment,

" Refusal to-accept a private sector job will result in -~ .

termination of penefits.

An issue arises around what is expected %o be a small number of
pecple who continue to-be unabkle to find unsubsidized employment =
after placement in a job wlot and przvate sectory job search. “
Some argue that they should be plac&ﬁ in community service slotsg .
_ for as long as they need them. " Others argue that this polzcy '
would lead to permanent guaranteed jobs that might be expenszve
.and perceived as simply ancther welfare program. ‘Instead, people”
who continue to be unable to find employment might return to a
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deferred status, might have their welfare benefits reduced or
might be cut off entirely.

There is general agreement that a serious reassessment 7
should be done of everyone who comes to the end of one
or two Jjob placements without having found private ‘
sector work. Theose found at that point to be unable to
g WOTK would be returned to deferréd status withwfull - :
.2 penefits. Those found to be able to work and unwilling
to take an unsubsidized job would have assistance
- - . terminated. In situations where jobs were not .
- e scoayailable for people who consazentzously playad by the
" rules and tried to find work, assistihce would be
continued through another 30b slot, a workfare

aqglgnment or training llnked with’ wark. st ¢

- .. Sanc ne and protections. If the welfara reform plan is to
be serious about ending welfare as a way of life and about
changing the basic values and culture of the welfare systenm,~it
must embody serious consaguences for reciplents who do not meet

“the reguirments. The current plan basically continues current
law sanctions for non~participation, which rempve the adult from
the grant for increasing periods of time for each sanction. It
adds a severe sanction, benefit termination, for refusal to
acoept a prlvata sector jebk, After the time limit, non-~
participation in the WORK program carries the same sanction as
for ordinaty workers: wages are not paid for hours not worked.
Hotice and hearings protections are continued. 1In addition, the

state must Keep its end of the bargain: services must be ot
‘provided. ‘

3

Families whose benefits ave terminated for refusal to take a job
or to participate in the work program continue to be eligible for
food stamps and medical assistance. There is, however, the .
danger that some families will find themselves homeless oy unable
to care for their children. For these families, the shelter
syster and the child welfare system provide the safety net of '
iast resort. If the;syst&m is working properly, these failures
will be extremely rare. Nonetheless, the fact that they may
occur must be faced, fsince there is no apparent alternative if
the systen is to be serious about expectations. v
o L

E
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.and Qreggagidn

Ti th& area af parental responsibility and pravention,- the plan
attempts to balance responsibility and apportunity for both _
imotyars and fathers. Rather than ﬁlmply foguging, on the work -
obligatione of custodial parents, it proposes a strengthened
approach to child support -enforcement that makes clear to fathers
as well as mothers that parenthood brings with it clear
ahlzqatlons, and that these obligations will be enforced with
serious and predictable conseguences. To complement its emphasis
on ¢hild support gbligations, it proposes a set of demonstrations

v
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focused onnon-custedial parents. It also proposes a set of
regquirements on and services for minor and school age parents, .
and a comprehensive approach to teen pregnancy prevention. ‘
Finally, it propeses.to extend eligibility for benefits to two-
parent families, to remove the current bias in the system toward
one-parent families.

priority to be given to various “spending proposals; the next
gsection cutlines the tradeoffs. In addition there are three
sther decisions that have philogophical as well as cost

implications: the size and 'scope-of child support assurance, -
demonstrations; the ¥wving at hotie reguirement; and the famlly . e

cap option. .

t The proposal for
child suppart assurance dem&ﬁstratzans are controversial. not only
because of cost but alsc because of the idea itself. Child
support assurance speaks to the circumstance when little or no
money is collected from the noncustodial parent, elither because
the system is ineffective or because the absent parent has very
low earnings. Child support assurance guarantees that singls
parents with a child support award in place could count on a
minimum level of support which they could use to supplment their
earnings. Some see CSEA as a crucial way to "make work pay® and *
to ease the transition from welfare to work for gingle parents.

Opponents see it as close to simply being welfare by another
name, that might also pravxda an incentive for fathers to escape
their obligations.

" ey

L £ howe reguirements. The plan proposes to regquire
minor mothers to live at home or with a responsible adult,

Though there is general agreement that very younyg mothers need

care and supervision from adults, there are sone qﬁ&atians about
whether we can ensure adeguats yrotaatzons for minors in abusive . ¢
or otherwise unsuitable homes.

-

zami;z cap ootion. The plan also proposes an option for
states to adopt *fanmily caps® that 1limit benefit increases when
additional children are conceived by parents already on AFDC.
Proponents of family caps, some of whom believe they should be a-
reguirement and not just a' state option, argue that they
réinforce a message of parental responsibility and help achieve
equity between welfare recipients and working families, who do '
not receive a pay raise for additional children. - Opponents of
family caps argue that there is 'ro evidence that they deter .
pirths, and that they deny benefits to.needy childrn. In . ‘-
addition, cpponents argue that the average value of the benefit
increase is not much greater than the value of the tax deduction

and the EITC increase for a werking family that has an additional
child,

o R



LIST OF DIFFERENCES B/W HHS AND WH

e,

. Whether to spend moncy on-lobs Prep (David agrees~-something)
. How much savings from Job Scarch (no problem)
. Jobs participation rate
. Cap on overhead/costs in WORKY program {34200 @ S00k)
-— 1/10 slots for child care {(David is fine} =~~~
. Two~parent costs ~— work history
. NCP and Access grants
. Cap CSA-demos
. Level of working poor child carc (how 1o target?)
. Additiona! spending to phase JOBS/WORK in faster - -

B P e

w5t

.

poe e+ |

1}, Financing options

Assumption questions - .
Bechavioral effects (3: no i}cbavmr CBO internal behavior, msxf}
Part-time work
TCC —— include?
Systems costs

Other questions

Siate match based on-job placement
or charter offices

3tbhrs/20
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M'EM(} TO PRESIDENT | | | ';
. Baci(gmund or Conclusion: Whaz is success? 8&131’1& opp & resp. ' " , '
N . Brief Summary of Proposed ?Ian :
Issuc 1: Financing . ,
Issue 20 JOBS ~- Who's cmczcé‘? {Phasc-in; Extensions & Exczzz;}nons) ’
v Issue 3. WORK — How widiscourage long-term participation (Last forever? EITC?)- i._, :
77 Issuc 4: Prevention - Which demos and how much? {Family Cap, CSA, NCP, 2—parent} o
o Issuce 5 H(}w much f{}r cb:ld care?’ N
6&5;&%?0\,th o . ' . ) m,:‘:’:: ;
Covr Eumpmerds . . : e T e o
§
i
v - § o
- ?
, : . ~
. - - ) . : .
T - ) .
® * ‘|



This memorandum summarizes the secommendations of the Welfare Reform Working
Group, which consists of 33 subcabinet officials from 7 agencics and the Whitc House. We
have consulted broadly with members of Congress, state officials, organized labor and outside
advocacy groups, and people on welfare. :

We have reached consensus within the Administration on most issues. A few key
questions remain, and are spelled out in the following pages: - | .= -
* Fmancmg How much can we afford to spend on this initiative, and which of thz:
- entitlement savings’ and possiblc revenues we have 1dcnt1flcd are acceptable?

- LI ] ——
i - -
R S

* Budget: How should we spend beyond the core program on 1) child care for the
working poor; 2} a varicty of cconomic development, prevention, and child, suppornt
demonstratiens; 3) expanding {‘;{}Ycragc of two-parent famiiz’es?

-

* JOBS Program: Should we phase in the plan starting with the youngest third of {ix.
caseload? What cxtensions and exemptions will be allowed? ~ -

_ * Work Prograni: How can we discourage long-term participation in the work
program? Should puldic jobs last forcver? Should they be eligible for the BITC?

* Porsonal Responsibility: What demonstrations should wé undertake to redude long-
term dependency? Should states be allowed to Hmit additional henefits for additional children
born while on welfare? Should we experiment with programs to 1} require aoncustodial
parents to work off the support they owe; 2) guarantee child support in cases where :
noncustodial parents don't pay?

e
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Transitional Assistance Followed by Work

» Training, education and job placement
services (the JOBS pregram)

» Time limits with Extensions and
‘Exemptions

. » Work for those who exhaust their time
- ln‘mt (the WORK program)

March 17, 1994 p. i
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Training, Educatzm, and Job Placement Semces
- (The JOBS ngram) :

> "““Full Participation

i e i
Eapcat PR B

= ».-" Personal responsibility contract
& employability plan

» Closer coordination & integration with =~ .
existing’ mamstream edt:catwn & training

. program : : . 0

# o

> Fecus on work & private sector placement i

> Emphasxs on worker support once people are
placed in a job

March 17, 1994 piz
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Expectation of unsubsidized employment
within two vears

LI

Flexibility for special circumstances

» disabilities and serious barriers to work

»  care of a disabled child

- »  care of an infant?

‘»  limit on the number of exemptions? -

Extensions for services beyond two years

» language difficulties

»  completing high school or GED

» -school-to-work or job training program

»  postsecondary education combined with work?

el

. ‘ March 17, 1994 p.3

Time.Limits with Extensions and Exemptions -

H
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Waork fs:;r: Those Who Exhaust Their
Time Limit (the WORK Program) -

¢ e . LT -

Temporary work bppartunities after the time
limit for-those unable to find unsubsidized work™ -

S A

» -~ Community involvement and oversight = -, -

e Emphasis on private sector placements -

» Flexible placement options

»  employer subsidies , )

»  non-profit/community-based jobs

»  placements using new and existing initiatives
»  community service

> ‘Nm-displacing:plécements . |

» Special provision for weak local economies

~
L "r

- 2 - e

March 17, 1994 p. 4



| The WORK Program:
- Work for Welfare Versus Work for Wages

-

" Work for Wages

—— P d . i - NrTI— et

» paychéck not welfare check

» dignity and responsibility of a "real job"
Work for Welfare
» uses existing administrative structure
> previous experience
-»  state flexibility

March 17, 1994 p.5



| ‘The WORK Program: -
Discouraging Long-Term Participation

&

> Saxizctians’ for pri%a:te 'sed{)_r_f job refusal
. Limitede,défjaﬁen in any ‘one placement
> Eréqﬁent j{}l; search |
'+ NoEITC benefits?
- Hecliz;iﬁg sfa};e”reimizafsemént

»  Limits or reassessment after several
. placements"

by

March 17, 1924 p.¢



Overview

-

Freventing Teen Pregnancy
and Promoting Parental Responsibility

Support for Working Families

Replacing Welfare with Transitional
Assistance and Work

Reinventing Government Assistance

March 22, 1994 ng
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Preventing Teen Pregnancy s
and Promoting Parental Responsibility

» Prevention -
» Supporting two-parent families

»  Child support enforcement

March 22, 1994 p2
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" Support for Working Families

e

)

-

MfEarlbled Income Tax Credit
Health care reform

Child care for the working poor

March 22, 1994 p3



Replacing Welfare - -

with Transitional Assistance and Werk

et

_Full participation
- A reformed JOBS program

‘Time limits

A WORK program

March 22, 1994 p4
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Reinventing Government Assistance

-

+rnme

2T

Coordination, simplification and improved
. incentives in income support programs

~ A performance-based system

Accountability, efﬁci!ency,
and reducing fraud -

March 22, 1994 {}.52
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{88YES: THE OVERALL PLAN

i

There are three overall issues that can be looked at as a
framework for thinking about specific design decisions. All ask

. whether the gurrent plan gtrikes the right balance, in thres

e

areas;

o Is the mul;&ﬁigg;sional notion of “"success® that the
plan assumee consistent with expectations for dramatic
reform? Does the plan strike the right balance between
ambition and reg&fsm“

plaﬁ~achzeve an appropriate balance between

> J_compassidis between high expectations for
parents and protectlon of children?

ﬁaes the

o Does th& plan aahiev& the right balance of costs,
offsets and revenuas? ITs the balange among the ¢ost
components appropriate? =

In 2ach of the three areas, the plan prcpwsaé a kalance. In each
avea, however, alternative policy decisions could be made that
would shift the balance in one direction or the other. These

3 -

-deciziong ave highlighted after a description of the appreach

taken by the plan.
wWhat is success?

An important challenge for the plan is toe balance high

aspirations with realistic expectations. We want a pian that

genuinely "“ends welfare as we know it,” but that recognizes the

difficulty of the task, the cwnstralnad capacity of the system to.,

achisve it, and the neeﬁ te protect vulnerable children and

families. F&W“ng?
§57

We believe that the public has ambitious but realistic | ’ﬁ;%ﬂ co ©
expectations for what would consititute success. : &ﬂkj'\%uw

—

POLL _DATA ON HOW MANY SHOULD BE OFF WELFARE, WORKING
AND GETTING BENEFITS, TWO YEARS OF TRAINING FTC. '
FOLIOWED BY WORK. g t

The plan assumes that success can be assessed both by movement
off the caseload and participation in work anﬁ work relatad Sl

‘activities:

R

o It assumes that the caseload can be reduced by 2§ ’ :
percent (?) from proiected levels when the plan is 7 et &ﬁA‘
fully implmented. This reduction will be brought abeout o T %Aék
by a combination of health care reform, the expanded e é

A

— No Psw]troﬁ Ff k/a.p fﬂ& v@% 1 - ol 2 ey L fdire .
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EITC, expanded c¢hild care availability, 1mpr§5§2ﬂ%-
training education and placement sexvxc s and
behavioral responses to time limits and work
requirements. w

It assumes that deferments from participation
regquirements (and by implication from time limits) will
be reduced- from the current level of about 50 percent
to aboit a third (7}, and that those who are deferyed
will be participating in some activity that help&
themselves and their communities. : = T
Tt assumes that 100:percent of the nnnwéeferred=pha$&dr
in caseload will be either working or preparing for
work through participation in the JOBS program. The °
relative proportions in work and work preparation shift
aver time, as people begin.hitting the time limit. In
year %, about x percent of the caseload is assunmed , to .
be working. :

If the program met these goals, wé believe that the public would
appropriately consider it a success. It would represent a

dramatic shift in the "business? of the welfare system,

how r&cipientg of as&isianaa spent their time.

ot

i

and in

The plan also contains elements that attampt to ﬁalanc& ambztlan
with realz&ﬁ&c expectatlions,

o

If the plan & ambltlans for caseload decline, participation and

“Tha plan assumes that food stamps, subsidized child .

care and health care are avallable to the working poor,
and that some workers (low wage workers in high. benefit
ptates} aantlnua to receive &upplem&ntal welfare
benefits.

The plan assumes a phase in strateqgy under which the
new regime applies to about one third ¢of the caseload
at implementation and grows to include about 60 pergent
of the caseload in ten years. The main implicationz of
this strategy are that actual caseload declines will
not be seen for x years, and that the nmumbers of
recipients working after having reached a time linit
will be about 100,000 in 1993 and about 500,000 in
2004,

P

i

work do not seem sufficiently dramatxa to constitute success, the
main aptzans that are available are:

o

NOre stringent exemption and extension standards;

«~0  more severe sanctions and more restrictions on work

2
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opportunities to decrease the caseload faster but with
more dangers toe children;

o a.faster phase in strategy;

& a WORK program structure and a set of supports for
working families outside AFDC thav take them
t&&hnzaally sff the caseload, e aes g

The first two optlmns are discussed below under toughness and
protections. . ..

The downside. Yo an option that would phase In faster is that a

faster phase~in strategy would sericusly strain the capacity of
the states and would cost considerabply nore in-the early vears.
The current phase in strategy envisions z state option to phase
in faster, which may be enough o meet concerns.

The last option is attractive in many ways, since making work pay
and worker support cutside welfare ig an important theme of this
administration’s approach to helping families. The most serious
cencern about moving in that direction is the administrative
complexity that a new program invelves. another concern is that -
it might be sesn 51ﬂp1y as a renaninq anﬁ as an attempt to ‘
continue welfare in ancthey guise.

s e

The balance of é%ughnaa& and prataatzon}) Cﬁ? ﬁﬁq?

4 second important challenge for the plan is to achieve an
appropriate balance of toughness and protections. The dilemma
arises bhecause AFDC reciplients are both workers and parents, and
because we want to ensure that children are protascted at the same
tine we have high expectations for their parents. The balancing
act has to take place in two arenas: that of time limits and
“work raquiremeﬁts, and that of parental respongsibility and
prevention.

“PTime limits and work reguirements.
The balance of htoughness and protection in this area consists of
the following elements:

o & serious time limit that.is followsad by work, not by
" nothing. A subsidized or community service 3ab will he
provided if unsubsidized private sector work is not
availabls. The jobk would be structured in such a way
-as8 to gengrate earnings at least as.great as welfare
pavments to those who don’t work, or would be
supplmented to bring income up te the welfare level.
‘Fallure to work after the time limit means loss of
WEGES . Fazzaré to accept an offered private sector job

3 ' :



after the time limit is sanctioned by benefit v
termination. :

6 A sericus requirement to work, look for work andjor
prepare for work that applies as soon as someone beging
receiving benefits, but that is responsive 'to e
individual nesds as assessed by an employability plan. ‘
Graduatad, but garzous, sanctions are assessed for non- /‘;:w
agmpllanﬁe. .

o Defasrments from the time limit for barriers to work and .
care of an-infant; extensions from the time limit for "
completion of high school, a GED, or sther work-
eriented training or education programs; stopping of
the clock, at state option, for part-time work. T

The balance of toughness and protections in the plan could be
medified. in either dlraatlon by making &1fferant pmliay cholces
. in seveval elaments*

o] 'More or fewer protections for workers and children
puilt into the work slots offered after the' time limit,
For example, the state could be reguired to provide
‘wages or benefits unless the state proved that the
worker had missed work for good cause; or the state - bﬁj
‘cauld be required to provide benefits for the children ‘
even 1f the parent did not comply with work
requirements. To shift the balance the other way, the |
state might not be reguired to provide work after a
certain period of time, or might not be required to
supplment pay if the job offered did not generate as -
much income as réaelved by those on welifare and not .t
working.

0 Stricter or more lenient participation requirements.
For example, recipients might be expected to
participate in activities full time, rather than the »
currently envisioned half time, To shift the balance
the other way, a wider range of lower intensity , I

Lactivities, such as parenting education or volunteer: . '
work, might he permitted for longer periods of timer

3
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v Siricter or more lenient deferment and extension
criteria, For example, mothers could be exempted until
their child was three, or at the other extreme, only
until twelve weeks. States could use tighter or looser
criveria for assessing disabilities and barriers to
work, Extensions-could be granted for all or for no
postsecondary education, rather than, as in in teh .

propesal, for poastsecondary education combined with
work.


http:balance.of

Parental responsibiliey and prevention,

The balance to be achieved here is primarily one of reguirements
and services, combining an approach that stresses the abligatians
and responsibilities of parenthood with the provision of services
to enhance responsibilile choices and make it possible for hoth
mothers and fathers to meet their obligations. The elements of

the balance are: . \ : R

-z

o ¢hild support obligations enforced -through serious
steps to improve paternity establishment,-:set adeguate
aawards and modify them when needed, and ¢ollect the
support that is owed. The enforcement approach is
combined with demonstrations of services and work :
programs for noncustodial parents and with ' -
demongtrations of child support assurance.

¢ Reguirements on minor mothers to live at home and stay
in school combined with requirenments for case
management and other special services.

2 Some expansion of family planning servz@esf gtate
option for famxly caps; i.e., not increasing welfare
benefits for children con&&lved while the mother was
receiving welfare. .

o Demonsirations of Varlﬁ&S approaches to teen pregnancy
prevantzsn,

The key choice elsments in this balancing act are:

o The size and scals of the demonstrations for
nencustodial parents; spending money on these

demenstrating may be geen as an unnecessary expenditure :7
of funds.

T

o The size and scale of the child support assurance
demonstrations. The issue here has o do bkoth with the
amount of money that wmight be involved and with the
idea itself. some see CSEA as-a c¢rucial way to "make
work pay" for single parents, while cthers see ia as
¥letting fathers of £ the hook.*®

o

¢ The living at home requirement; this is controversial
for many people, though most ¢f the concern is about
ansuring adequate protections for minors in abusive or
otherwise unsuitable homes. .

¢ The option or reguirement for family caps; this . is very
controversial with strong passions on both sides.

¢ 7The size and scale of teen pregnancy prevention .-

5



demonstrations. Here there are arguments on both

sides: that we should mount a larger scale effort,

perhaps through a formula grant to states; oxr that wé

should mount an even more modest effort since the b
evidence on effective programs is.so slim,

The balance of costs and financing

The proposal as currently constructed is estimated to cost $x in )
1599, S$x over the five year period 1995-19%99, S$y in 2004, and Sy .
ovar the ten vear period 1995-2004,

The financing options that we have jdentified generate $x.’

S PR
A number of the financing options are glearly very diffienlt. It
ig therefore important to think about various alternatives for
reducing the cost of the program, or about tying certvain cost
elements tp specific financing streams., The primary options are:

o Fund two parent provisions through an AFDC offset. Our
suggestion is capping eligibility at 130 percent of
poverty for household inconme.

¢ Phase in more slowly. o

-

o Reduce the costs of the various demenstratians by as
much as half.

¢ Fund day care for the working poor at half the proposed
jevel; or leave working poor day care ocut of the
welfare reform proposal entirely and submit a day care
propesal separately with dedicated funding, perhaps
something liké the gambling tax.

The day care issue is the most important and difficult one, since’
it involves a substantial portien-of the funding for the plan. |
As currently structured, ¥ percent of the fundimy in the plan
goes for day care, most of it for day care for JOBS and WORK
participants, who are required to work or prepare for work, but x ™
percent for day care for the working poor. Many people consider
day care for the working poor an integral part of the plan, bath
to conmplete the make work pay agenda, and on equity grounds. f

- '
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Finally, we propose a realistic phase-in strategy, both to
acknowledge the level of resources available and to minimize the
systemic stress on the Pederal and State governments of
attempting full and immediate implementation of the new system.
"We would initially ¢arget ocur resources on youngest third of new
applicants and recli;lents., Starting with young people avolda any
incentives to stay Hn welfare and any "rewards™ to having ,
children and coming on welfare early. It alsc allows for ,
investments in fanil.ies who have the most hope of being helped.
The remainder of the caseload would be phased in over time. This
phase-in period will provide ample opportunity to refine the :
system asg lessons from the early cohorts and States inform
implementation for others. : _

£

BOME- POLICY ISSUES STILL TO BE RESOLVED

To provide a sense of the scale of & program and the cost ai'“i>
particular elements, we have c¢reated a» hypothetical proposal.,
The actual cost of the program will differ depending on what
decisions are made about a few significant issues. In the
remalnder of the document, we will refer to this hypothetical
baseline and indicate where different programmatic decisions
would have led to a larger or smaller program, The table which
follows is provided only as a basls of discussion~-not as an
indication that policy decisions have been made,

In the end, this plan embodies a vision which was contained in
the ?amily Support Act. It represents the next major step. Bu
the journey will not end until work and respanaibility enable us -

to preserve our children’s future.

We turn now to the specifics of the plan.
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. ﬁELE 2 - PRELIMINARY COST ESTIMATE OPTIONS (FEDERAL AND STATE).
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL
{By flscal year, In milllans of doilars)
{24 month WORK pregram followed by Assassnmnt.) ¢
{Wellare and Nonwe!fars Impacts)

e

&
1

: 10 Year 10 Yoor
v .- y 5 Yanr 14 Yaar Fodaral Fedarsi
' - Total Totat s 50% | at80%
- 5
TOTAL - ORTION A {Summary Table} 14,536 L 43,280 44,775 39,370
dilt.. gt [TOTAL < OPTION B (Demonstrations and ‘ .
{edarde z;,%},,;) Mon-Custodist JOBS/WORK cut by 50%). 10,780 40,015 42,850 37,480
TOTAL - CPTION £ (Warking Poor Chiid Care = 0) . 8,538 28,990 30,130 26,355
TOTAL « OPTION D (Two Sarert Provislon = 0) 9328 | 45,000 | 40,420 35,015
TOTAL - OPTION E (Territories = 0, .
RGA *All Others® = 0, Asset Limit = 0, 8,520 34,960 40,345 34,840
’ ¥
;[ TOTAL - GRTION F {OPTION A - CPTIONS B-E). £35 8,088 19,220 18,860
TOTAL - OPTION G (Eliminate Family Caps). 12,165 48,410 45,5685 40,180

Hote 1: Paranihases danole savings. +

Mots 2: Ninety percent and eighly percent federal estimates repressnt 50% {and 80%) of all expendituras sxpopt
tha following: benolita are at current match rates; child support ls matohad at reles apacified in the
hypathetival plan: and comprahsneive demonsiration grants are matohed st 1560%, j

L s

£.9,.5 Mi:“; s Source: HHS/ASPE atat] astimates. These estimates have baen shared with ataff within HHE and OMB but have not been
b . officially raviewnd by OME. The poticies do not represent & consensus recommendation of the Working Group ve-chairs.
> wf)wwg- - .9 ’ .
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?Aﬂt%}(‘ PRELIMINARY SUMMARY COST ESTIMATES ANT BTATE; T
FERL A HYPOTHETICAL WELFARE REFURM PROPOSAL

AT TOYER
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Adicdithoat Child Gars R JOBS - 5805 1825 4,900 4415
WM P rogreem T90 i 1e] 0,5¢ %105
Mdlm LAl Cars tor WORK 85 CER 4 LKG 4425
Bavings Gom Child Sars and Qe Expansion fiH) 0% ¢3.27E) [taeH]
Tranwitional Chitd Lare . 550 505 2. 580 2320
fEnbaniond Tans Case Maangemant 21 g 588 555
sm o« Canalond Bedustion {5201 {285} {5,050) {2,800}
wf el Binke Systome/Admin Efciency 580 885 539 W
BURTOTAL, JOBLAWOIK 8,635 8,785 25,835 25,455
VU FOTAL, JORS/WORK AND
PAHERTAL RESPONBIRILITY 5,465 - 6,205 17,580 21,580
Weorking Poer cmu Care Al k2n - >

L, t_r‘nd (Capped R 5,000 4,500 16,270 14,845
Hetvove P«ml {UP) Piastrictions 2,210 1,160 8,260 4,055
DEMONSTRAYION PROJECTR
v i wive Do prath Tuunte I ! 200 200 250 p L)
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Lon Awosis 1o Food Siampe on Limi,
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ALt Lrtisnrs v §%s 835 o 131

BUBTOTAL RGA e 4,215 2495 11,668 7885
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e Qz Fivw Yase antd Tae Yont Fadural satimams represent B0% of il axpeaditures sxoept for
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TABLE 2 - PRELIMINARY COSY ESTIMATE CPTIONS (FEDERAL AND STATE}
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL

{By flacal vaar, In mitlions of dollure)
{24 moith WORK nrogram followsd by Assesamenl.}

{Wellare and Nonwaeifare impacts)

- * we - Lo

- 5 Yoar 5 Your 10 Your 10 Yanr
Total Fedaral Totni Fodaern!
f. L]
TOTAL - OPTION A (Summary Table} 18,445 18,778 58,460 54,720
TOTAL - OPTION 8 (Domonstrations and '

Non-Custodial JOBS/WORK sut by 50%). 17,670 15,070 56,115 52,595
TOTAL - OPTION € (Working Poor Child Care = 0) 13,445 11,278 42,160 40,015
TOTAL - OPTION [ {Two Parent Provision = 0} 16,235 14,618 50,200 50,385
TOTAL - OPTION € {Torritories = B, _

HGA "All Others” = D, Asset Limit= 0). 15,450 | 14,340 50,240 49,860
TOTAL - OPTION F {(OPTION A « OFTIONS B shmugg'm. 7,485 7,970 23,365 28,738
| TOTAL - OPTION G (Ellminate Famlly Caps). ' 19,105 15,908 80,610 55830

Hote 1: Parsnthesos denols savings.

Kots 2: Five Year and Ten Yoeur Faderal satimates represant 50% of all expenditures except the following:

bonafits are ! currant minteh rates; child suppord is metched st retes spacitied in the
tiypatheticst plen; snd comprehensive demonstration grants ure mutched &t 100%.

ey

Source: HHS/ASFE sta! estimatey, Thuse estimates have bean sharad with staf! within HHS and OMB but have not keen
otticlally reviewed by OMB. The pollcles do not represent 8 consensus recommendation of the Working Group co-chalr,
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TABLE 1 - PREUMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFGAM FROPOSAL
{By fiscal year, In millons of dofiare)
{24 month WORK program fotivwed by Axseesral)
{(Welfare and Nonweliare Imnpacis)

T Yo LRE5 YR 1 Yand .
TFrotui Facinral Yot Fadarsl
[FANENTAUHESPONSIBIOTY - )
Minor Mothers (85} & {10} {853
Gomprshwinlve Demonatration Granis 200G 208 a5 k5] . .
Ko Additional Benefits Lor Addillonat Children {6503 {55 {2,150} #1953 :
Fomave Two Parent (UP) Restrictions 2310 (RY & 4385
Child Suppeort Enfarcmant .
Paternity Eetublisbenent (Hel) - a5y fols {2,080} {ReE3 )
Enforcematd (Net) {468} L] 47008 {1,558)
Compiter Cowis 445 ’ &30 1088 1L
Non-Custodial Parent JOBSMWORK TG 333 1858 1570
Access Grants and Psrenting Demonaetrations 135 R 1< 285 255
Lhifd Support Assurance Damonstrations 850 £55 P % ..
3 . e ) ) . ; .
SUBTOTAL, Parantai Rseporalbitity 1340 3270 8,238 3.&% B
TRANSITIONAL ABSISTANCE FOLLOWED 8Y WORK - 234 5 v
JOBS-Pr ‘ 0% 275 1,228 1,108
AddBlonal JOBS Spending 580 2,320 7.14% | & 425
Additlons] Qhlid Cars tor JOUS 1808 1.8%8 4500 4,410
WORK Program Wi, 716 1wes0 [ sa9s .
Additional Lnlks Care for ‘&IQRK 368 330 5,555 ANES
Savings frore Chitd Cure and Cther Expansion B {58} £1.275) (2t el _ ;
Transitizaal Chitd Cars 560 55 2,560 2980 ,
Enhenged Toen Case Managomnsnt 210 1%0 P:3: 14 855
Savings « Tanstoad Reduction {520} {285} {5.090) {28005
ADP Fodeest snrd Sisls SyslemneiAdenin Efticioncy &8s 665 835 90a
SUBTOTAL, JOBS/WORK N 5685 B285 | | 25635 2B AL '
MAKING WORK PAY
Working Poor CThild Cars [Capped at $2b “
in ol spending). 5,000 4,500 18,270 14,645
AEINVENTING QOVERNMENT ASSISTANCE . v
DA and xzcemwzu Densonstr atons 06 270 700 630 -
Siate Fiaxinility on Eamad incoms and
and Chitd Suppord Discegards 1,720 B8O 4,855 R
Ganaraily Contorm Asasts to Food Gtampe on Limit, ' \
Burial insurance, Rea! Froperty, Tranaiers : 255 103 655 245 !
Sot Agto Exclusicns to $4500 Equity Valus . wsE | 955 2,785 2,788
Goubde Yeerilocies’ CapsifAdiuel for Infistion 370 275 1,060 790 :
At Othex 05 555 2,265 1418
* BUATOTAL AGA . . 4515 FE S 1A%
TLITAL 15445 {1 16,065 Ly Tk A
AR T PRI a1t savings.
Hote & Flvs Year and Tea Year Feders] satllmates rapresant m of all sxpenditures sxcept for r .

the tollowing: banslita are st currant match rates; child support is matched at rates
spwcifind i the hypothetics) plm' und comprehsnalve dwnonsiration grants are matched at 150°%,

Sowree: HHB/ASPE stalf sstimates, These setimates have hesn shared with staff within HHS and QMS hut hava net hass _
wtfivinily reviewed by OMA, The policles do not represent s consshaus recommendation of the Werldng Group co-chaira. ' -

SEE APPENDIX FOR ENDNOTES TO TABLE
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* i TABLE 4 - PREUIMINARY BEVENUE ESTIMATES (FELERAL AND STATE)
P {By tiscal vear, in blitions of Sollars) .
: ) i 3 Yaar 1 Yeur § 10 Yaur
. 1998 1998 1947 1298 1995 Total 2000 oM 2002 7003 204 Total iFacern
Tap Erwgenty Assisiancn oas’ 645 $.45 o5 038 212 o8t FX] 370 578 6.8 5.4 ¥e6i- - '~
Faurgeed Ohiled Cmrs Foot Program .00 6.00 518 &.18 820 057 0.21 .22 64,23 D34 0.2% .92 .72
Féio AFDC st 1 309% of Powarly .39 1.3% 1.4¢ 1.44 1.50 882 1535 1.81 1.47 1,73 1.7% 1854 R
Tighten Sponsership and Eligibity Rules i .
toe Allar! .
Wake current Spenr 881 deeming rudes ;
pratmarmnt aned axtant to AFDC andd . ) .
Foot Stamps and Bmit sesistance 10 Q.40 .19 o485 53 oE3 ;24 1.04 1.14 1.27 a8 1,54 g1 .41
PRUCOLS . .
Extart doeming perkod 1o 7 yesrs 0t D47 .33 07 a0 168 3435 140 1.54 - 108 1.80 208 1159 T.e%
Extanct deeming perkxd 1o chizenship 0,30 Q.80 fya3. a0 . 254 #.80 251 1.0 3.49 3.7% 442 PEE Y 16.29
ETC: Oenisl to nonresident alinne ] ' .
i raporting tor DOD personnet 0.00 .04 .08 0. 018 6.32 a.11 8.11 012 t.12 012 aan ]’ oo
Gambling .
tncrease withhalding o gambling winoings . . -3
»>$%50,080 to 38% ¥ 0.28 f.12 0.0% S.0% 0% Q.52 5.08 0.08 0.08 n.o8 o807 0.5 4.6t
Tt Withhalding rate of 28% on keno, sias, . .
arvé bingo witners > §7 500 DRYES .06 3,01 0.6 o1 0.2% 0.01 0.01 0. 0.0 0,03 .31 0.31
Requite Information mporting an
witinings of $10,000+ fram gumbting
regardiess of odde [sxcept State lotteries} .04 0.04 0.05% G086 - nos 0.22 . ono7 0.08 0,08 0.09 0.10 0,84 Q.84
5% excise tux on et receipts of gambiing
wstabliishmants (axcwpt Stetw jaitnring) 086 0.1% 4.83 0.86 0481 ) 3.85 0.8% 1.00 1.04 1.08 1.13 9.14 .14 -
Grther:
Phase out depandent cara tax credit far
AGI betweern $30,000 and $110,000 008 0.1% 018 0.18 07 078 017 047 Q.18 ¢ [ R ] 1.67 1.67
TOTAL (DEEMING TO CITIZENSHIF b k] 3.54 4,55 5.3 812 fR¥rd [ X% 2 .00 740 802 859 80,14 45,83 .
TOTAL (DEEMING TO SEVEN YEARS) 2.80 A2y a2 £.5% 4.82 1917 B3 545 .78 8,13 5.453 43,18 37,33
' 2,73 SR B 3,91 £.18 , 448 1448 477 % 0% , 508 588 8,01 4529 A5.45

TOTAL (DEEMING TO FIVE YEARS) j
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TABLE 4 - PRELIMINARY HEVENUE €STIMATES (FEDERAL AND STATE)

{By tlacal year, In billlons of dolisrs)

- . 5'¥eur | % Yeur 10 Yeer | 10 Your
1965 1598 1987 1900 1959 Total | Eedorat 2000 2o PO 20X 2004 Tensl |Foderal
Cap Ernergency hysizisnce o.28 035 0,45 s psa g Y] .61 005 0.70 0.78 Q.01 808 5388
Y . ;
Turged Cnii¢ Terw Poid Program .06 .00 [- 31} .18 3 .57 2.4 o S22 023 0.4 0,25 2.0 209
Consorn AFDS W0 Food Stamps 130% of Foverty 1.30 1.5% .40 144 1507 849 284 1,85 1.8 187 1.73 1.79 1618 8.45
 Bachuzw vy 112 o585 0.8 o7 .72 75 a5 103 o 1.3 48 _oa Q80 PE] ..
Reckote by 123 087 0,00 003 eE- 1.00 Ex. 2.58 100 var IRT 1,18 148 1278 7.03
. d b
Tighten Sporsortip and Eligibiity Fuine
H Ay -
fanin current S-ymer 51 dewning ades
permensyt eng suteng 10 AFDC ang v
Foxxt Biamnze sng Nimit grsttance to ) 0.10 e &8 583 ) R 1.8t ¥ 144 .27 5.38 IER-7E P X1 4.1
PASCTLS : §
Extand dewning paricd to 7 yeuws Copar .33 & 4 04 4% 1.0 .40 +.54 18 166 208 S1E LE ]
£xtend doaming paciod 1o duzeaship |, %) S50 133 FEe .50 LE.0] AT 2 LR £ R 3.75 412 2155 1.2-]
£572: Dweial to nonoresiztent aflens i - .
infe regorting for DOD parsonnsl rEee] vl {305 e [k i) D38 (AR 0.4 .32 a2 Toasg LRG i3]
Garbling ’ ; 1
ihsrwmak withholding o gambling winnings
> $50.000 1o 0% 208 LR T g 4% B o852 .29 uos w08 . uoe cDe o.07 o8t cat
withnoiding rals of 28K on xeno, sioty, H
and dinge sanners > 87,300 015 D08 A3 B4 X! o8 44 [ 33 L0 [ 2.6t oX: 1 [ [
Racpdrs information raporing o .
winnings of $10,000+ frorn Qambiing -
regerdiens of odds {axcent Sinte lnaies} Lt et B4 HEV ] 092 LAY, B4 408 o.08 o085 L1 884 3.1
5% axcise tnx o et ecwnts of GARNG ) ’ :
sstablishrenty fexcect Sigie otwies} £.54 o 5483 .80 G B4 247 G896 140 104 108 £33 Qf “ R.14
Ther T s
Phause dowr depeadenl sard e Sreds 0% for
AGE cvmr $70,000 G N 5,18 D18 - XT e C.A3 a.s? aa? a8 A1 .49 167 x4
3
T
OPTICN £ {5 Yr Cwwening, No 190% Innoms el 1,4 L A3 4] 88 .47 &3t 322 244 208 182 #0% ke ] k844
TPTION 2 £7 Yr Dewcing, e 120% incorne Test) 23y 2.2 445 547 ) LTy 9.2 481 %51 £72 455 £.03 4543 318
’
CRTION A {Dwwn to Citesahip, 172 1N Ty . 8 T4 035 Ry L.a¥ .63 15,58 5rr 8.7 [.X. .3 kRT3 L E R P 3
CQPTION 4 {Deem to Citizantip, Pl 100% Teg 253 %54 Y- $.36 842 22.57 12.39 a5 180 1.4 LY B55 4 A8 e




TABLE 2 ~ PRELIMINARY COSY ESTIMATE OPTIONS (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL -

{By fiscal year, in milllons of dollars)

{24 month WORK program {oliowed by Assessmaent}
{Welfare and Nonweifare Impacts)

5 Year 8 Yez;r 10 Year 10 Yoar
Total || Federal Total Federal | -
TOTAL - OPTION A (Summary Table) 18,445 16,095 | 56,250 | 54,040
TOTAL - OPTION B (Demonstrations and S
Non-Custodial JOBS/WORK cut by S0%]). 17,870 185,385 53,908 51,915
TOTAL - OPTEOﬂ C {(Working Poor Child Care = 0) 13,448 11,685 39,880 359,395 .
TOTAL - OPTION D (Two Parent Provision = 0) 16,235 | 14,935 50,200 49,685, | .
TOTAL - OPTION E (Terrltorles = 0, I
RGA "All Others® = 0, Asset Limit = 0). 15,450 14,305 48,030 49,860
TOTAL - OPTION F {OPTION A - OPTIONS B through E). 7,465 7.935 23,365 28,735
? g
TOTAL - OPTION G {Eliminate Family Caps). 18,106 18,350 58,400 54,850

Note 1; Parentheses denote savings,

Note 2: Five Year and Ten Year Federal estimates represent 90% of ‘all expenditures except the following:’
benefits are at current match rates; child support Is matched at rates specified In the

hypothetical plan; and comprehensive demonstration grants are matched at 100%. t

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chairs,

' SEE APPENDIX FOR ENDNOTES TO TABLE



TABLE 8« PRELIMINARY DETAILED COST ESTIMAYES (FEDERAL AHD STATE] '
FOR A HYPOTHENCAL WELFARE REFORM PROPCOSAL
{Dy Tiscal yoar, lo miGlone of dotlars}
{24 month WORK program fobowad Ly Assassmant}
{Waifars and Horwelfns npacts)

) . & Yoar 5 Yaar
. 1958 b1iiad 1997 1RO 1499 Totsl | Facers!
PARENTAL RESPONSIBILITY - M
Minot Mothsts G {20} £3-53] {263 {25} {&85] {35}
Comprahenalve Demoratration Grante ' 9 8a .8 50 s0 0 0
Ho Additional Banstits for Additional Children {20} (503 {125 {2003 {265} {660} {2883
Rwmove Two Parsnt {UP) Astrictions - . a Q ars Tas 1.040 2010 4368
Chitd Support Entorcmmt Lo ' -
Paternily Esfablisurt {Het) 5 0 (a8 (200) (205) {595} {50
Enforcement (st} ] {15} 5%) (a5) (290} {405} (160
Computae Costs e . S 14 = o8 160 160 wwgH .. 420
HofCusindial Parand JOBS/WORK ~ R + 1] 7% 105 180 are - A3
Access Grants and Paranting Demonstrations e 25 b 20 e 135 120
Chitd Support Ansursncs Oeetonstrsifony g e W 206 250 BES | AEE
SUBTOTAL, P&ﬂ&!&?&ﬁ RESPONSIBILITY = €0 as I8 575 928 2,36& 2185
. = 1 e .
THANSITIONAL ASSIBYANCE FOLLOWED BY WORK
LRS- Prap Q 15 &5 8 Ex 1+ 305 4.9
Additlonsl JOBE Spwnding Q 100 870 450 960 sssa ] 23
Additional Thikd Care for JOBS 0 70 465 00 870 1 808 4,825
WORK Program L] [} 1} .5} o TH0 Fi b
}Aﬂdiﬁm&i Child Care lor WORK G a B L 325 3ISY " 3an
Savinge from Chitd Sare and Cthar Expanaion [ & @ (16} i89) @)« (50)
Traneillons! Chltd Qure £ 2 140 148 255 860 505
[Enhanced Tesn Cane Management s 20 55 85’ 70 210] 180
Bavings - Casslond Reduction 3 o {803 {2803 {190} {5203 {285}
ADP Fadaral and State Systeme/Admin Efticlancy L 53 o9 2 278 san 68
SUBTOTAL, JOBSIWORK, 59 235 1418 188 3,105 665 1 6285
IMAXING WORK PAY
Working Poor Chitd Cars (Capped o2 §2b '

in nel epanding). . [+] e 1 000 1,500 2,000 5000 #5800
REINVENTING aavmxyem’ms?mca
DA and Microedwprise Damonabationa Fe] <] 00 100 100 ;G . Fa4:]
Btaile Floxibiity on Earriend Inoome and

and Child upport Diwrsgarde . o] f+) o¢.2. 575 590 1320 - 84D
Ganecally Confor hasels t2 Food Stamps, :

on Limit, Burlsl insurance,

Real Propsrty snd Transtec 20 40 8BS 7@~ TIB 268 w0
Set Auto Exclusons to $4500 Equlty Value .o Q. e ana L= $54 a%s
Bouble Teriioeiee’ Qape/Adfust foe Inflation +] [ 120 125 128 20 s
Al Othwry {303 225 20 . 235 245 b 555

SUBTDYAL AGA £19) 263 I35 1,425 1,480 4,518 3115
GRANDIGTAL - - £5 1055 X378 £ E65 7 490 18,445 1 16,008

Hote 1: Paranthsess densts savings.

Nata 2: Five Yesr and Tea Year Fadecs] satimates reprassnt 90% ol aif sxpandiiurse sxcept the following: - .
banetits ace ot curreat match ratee; child support e meatc bt & rstos specifisd in tin :
hypathetical plan; and somprehensive demonsieation graniic are malched at 100%.

Source: HHB/ASPE stall sallmiaten. These setimuten hays hawn wharsd with siaif whhin HHS and OME b havs oot base '

officlaily reviewsd by OMB. The policles do not repraeesnt a consensus racommandation of the Worklag Group co-ehalrs,

JEE APFENDIX FGR ERGNOTES TO TABLE



TADLE 2 o PRELIMIKARY DEYAILED COGY ESTIMATES (FEDERAL AND RYAYE:
FOR A HYPOTHETICAR WELFARE BRESORM PROPOSAL
By Sncal yort, ln militions of dollare)

{24 month WORX program kil oty A t)
Waltatw st Horwslinre Hnpecta}
10 Yuar {10 Year
2500 2087 RO 20079 2004 Total {Federat
PARENTAL RESPONBIBILITY -
Mireoe Mothers : % a5 =5 Fe 133 (25} o) (85}
Comprabernsive Demonsiralion Granis = 52 =] - o 30 A50
Mo Additional Beettle fot Additionst Childown 17275} . {ens) F= ] e 211 @a {2,150} 810)
Hamows Twa Parsat (0% Restriotion 1,175 1,495 .. 1.2, LR 1,245 €050 2358
Ghild Support Enforsmet ¥ -
Faternity Establishment {Het) feay {285} Fagts B 34 12,080} {405)
Enforosment (Het) - {R45} B85} o} 200 3055 700 {1,55%)

_Computer Cants 465 138 145 - 18 416 1,085 975

T Mon-Cumodial Parsnt JODSWORK, 225 685 byl - 8% 1,855 1,870
Accans Granle and Parenting Dessonsitations 0 4} > 3 ) w5 255
Child Suppert A B et 250 250 2854 e T 1,506 1,350

SUBTOTAL, FARERTAL AESPONSIRITY 200 s 31 228 .8 1005 ] 6105

TRANSITIONAL ABRISTANCE FOLLOWED BY WORK

1O58-Peap us 140 190 e 285 1225 | 1008

Addifanal JOGE w i ] 354 aap L] 1,070 FAL - B 425

Addtianat Child Cers for JDBE 555 585 800 650 705 4,900 4,450

WORK Frogaam . 1360 1,552 1,880 2340 2,050 10,150 2,138

 Additonni Chikd Sers sor WORK 20 ) 255 Wl 1.0%% 4,585 4,125

i Bavinge from Child Tare sod Othee Expassion 1158} 1990} 144} 85 £329) (1,275) {700}

i

Transitlonst Caiid Care . s Bas £10 455 . 500 2,540 2319,

Enhanced Teen Case Managsemr 75 = w -7+ & L85 [ 11

Gavingu « Canslond Fuduethon {2503 fuit 14008 AT i1 440 15,0503 iz, 800}

ADP Fadaral wnd Stab Sywbama/Admin Eflclency 7e 45 Fe i 553 2% 835 0

SUBTOTAL, JOBS/WORK 3,600 5,838 1520 %068 4,208 25635 25,455

MAKIRG WORK PAY

Warking Poer Child Tare {Gappwd st m *

s nat apeeting ). , 2,080 2,168 350 2240 2,435 18,213 14 645
REIRVENTING GOVERNMENT ASEISTANGE
TA and Micry ring D e sh 1040 100 100 100 o 704 £30
State Flexibilily v Exrvond tooommne atvd ’

and Thid Buppoet Dimwgenie £25 £20 6258 £50 B65 4 895 2015
Gansraity Contorm Kasebs 3o Foud Giampr on Limit, -

Burial ineuranna, Haaf Progaty, Tranaiers 76 75 .1 # AS B55 240
$at Aute Fxchustons % S50 Baguity Vieiue e 348 W55 s 4550 asa 2,785 2785
Doubis Tersliorias’ Capaiadiont for infiadon B0 5% 14 145 140 1,568 T}
All Clhare 25% 255, ¥ T 290 -5 11 198

SUBTOTAL RGA 1,503 1,556 1,550 1,538 1.5 12,360 7,605

CRAAND TOTAL 580 7815 ¥ ‘8IS 8485 58,253 54,048

Note 1; Parenthemss denibe suvings.

Hote & Flve Yeut ko Ten Yanr Eaderal antimates reprasent 90% of 3l axpendMirss sxomt Sre ldbswing:
bansfite are at urresd toaich tatew; ehild wppor! iz maichad ol retes specified In tha

hypathatica plan; and pentwmnwive dation st it

granis are eea:ied at 1504%.

Eource: HHEJAURE paft sutimaber. Thows satinutuk have boon shared with wtabt within iHE ans OME Bt have not been

afficiatty reviewnd by OMEB. The pollclis de a1 repiistnl & oohsensus recommendation of the Working Gedup to-chales.

SEE APPENGIY FOR ENONOTES TO TABLE




. TABLE 1 ~ PRELIMIHARY SUMMARY COST ESTIMATES (FEDERAL AND GTATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL
By flecel pear, in millions of dolinrs)
{24 month WORK program foll o by A L)
(Waltars snd Nonweliars lnpacts)

10 Yaar 10 Ysar
5 Yaar 10 Year Federal Fadwral
- ' Tolsl Total at 90% al 30%
PARENTAL HESPONEIRILITY
Minor Mothers B . (835) {210) {85) (35)
Comprshenuive D ation Grants 200 350 350 50
Neo Addittonal Bansfits for Additional Children . {660) {2,150} {810} (810}
Child Bupport Enforomant - !
Falnity Establlshment (Hel} {535) {2,080} (755} 755)
Enforosment (Hef) . L {405) {4,700} {2,600] {2,800}
Computer Casts R 465 [~ 1,088 o758 870
Hon-Cusiodlal Parent JOBS/WORK ' 370 1,855 1,870 1,485
Accsss Grants and Parenting Demonstrations 135 205 55 230
Child Bupporl Assursnos Demonstrations 550 1,500 1,350 1,200
SUBTOTAL, csg . . 560 |, {2,055) Bes 430
TRANSITIONAL ASBIETANCE FOLLOWED BY WORK
JOBS-Prep 305 1,225 1,105 280
Addltonal JOBE Spending 2,560 T.140 £425 5710
Add|tonsl Child Care for JOBS 1,805 4,900 4,410 3,910
WORK Program 700 | 1 0,150 2,125 8,120
Add|tonal Child Care for WORK 365 4,545 4,125 3,670
Savings from Child Care and Dther Expanslon 1949} {1,275) {T00) {700)
Transitional Child Care - 560 2,580 2,320 2,065
Enhanced Teatr Cane Managemani - 210 | | 595 535 475
Savings - Cassioad Raduction {520} {5,090) {2,800} {2,800}
ADP Federal und State Gywt fAdmin Efficl ¥ &80 a2% 200 715
BUBTOTAL, JOBE/WORK 6,6A5 25,625 25,455 2,215
MAKING WORK PAY
Working Poos Child Care (Capped st $2b .

In nal apanding). 5,000 16,270 14,645 13,01%
REINVENTING GOVERKMENT AGSISTANCE
DA snd Microsnierprise Damonsirations - 300 To0 &30 560
Remove Twa Pareni (UP) Restrictions 2,10 8,260 4,35% 4,355
State Flexibility on Earned lncoms and .

and Child Aupport Disrsgards 1,720 4,885 2,015 2,015
Ganersily Conform Avssta b0 Food Stampe on Limit, .

Burial Insurancs, Asal Property, Transters 225 s 285 255
el Auta Exciusions ko $4500 Equity Valus 955 2,785 3,080 3,080
Doubls Terrliories' Capa/Adjust for Inflation 190 1,140 1,040 1,040
All Othars 905 2,265 1375 1375
Contorm AFDC o Food Gltampe 130% of poverty ruls {5,990) {15,340} {8,435) {0,425}

SUBTOTAL RGA . {185} 5,420 4,325 4,255
GHRAND TOTAL . 11,535 43,260 44,775 38,270

Hots 1: Parenth denob ring . .

Notwe 2! Ninety perceni and sighty parcent federal sctimabes represent 90% {and 80%) of sll axpsnditures sxcept
the kollowing: benaflits are al current makch raln; chiid support [x makched at ratan npecifind in the
hypothatical plan; snd comprehensive demonstration granta are makched sl 100%,

Source: HHA/ABPE siaff astimak Thess sstimates have been shared with stalf within HHE and OMA8 but have not bean
officially raviewsd by OMB, Ths policies do not represent a ' dation of tha Working Group co-chairs.
- e v

—

SEE APPENDIX FOR ENONOTES TO TABLE
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TABLE 3 o~ PRELIWINARY GETALED CORT ESTIMATRA FEDERAL ARD 8TAYE)

FL A HYPOTHETICA. WELFARE REFODAM PROPUMMAL
By Sacat yesr, i miiions of dollsrs)

{04 monts WORK program foi o by A i} '
{#aiinre and Honweilars impecte}
. . 5 Fear
1988 P, At {9a 4% Total
AHENTAL RESPFONBILIY -
Selrror Sothers & 205 &0} ey % i85}
Gompranen sve B ahewtion Cranin & 5 s 58 50 200
Yo Additonal Heoatite ke Addionsd Thildrn 30 1554 (a5 - RO%: {265} 1660}
Ghile Buppoct En ¢ ‘ -
Pabrnity Evtebiisiimant (Hat) & -] % friee ] aoenl | 539
Enkarosment (Nuj -} {15 {551 ey £29¢; #4051
Conts 1% %5 w5 e 5o %55
Hamn Coowtoctial # arant JOUHE AT o 14 " 105 1.2 370
Moy Lrante noed Farnnting Dk sthon o 1] 2% 3% -] k. 135 -
Child Buppot A [ pbr [} ] 100 2085 - e £50
BURTOTAL, G8E 40 %4 1o 250 123 &G
TRANSITIONAL ABSISTANEE FORLOWED BY WORK
. - iy,
OB Leep 4 1% s 28 e b
Asditonst JOBE Spanding 0 100 &0 50 w60 2,580
AASON ikt Care for JGAS ¢ i A58 B0 670 1,005
WEHRE Progrem L4 [+] o B0 Tia 790
AndiBonat Chitd Cars Sor WORK o ¢ o 4+ 325 385
Savings froan Child Carw xned Lithet Expanslon @ ¢ [/ 3 5153 {84} {91
TranwiGonsl hitd Cars ¢ 8 150 185 255 564
Entonicad Yoo Same Maringariant ¢ 0 45 4 70 %0
Bavings - Cawwlond Bnduct & 2 py 1256} {100} 520
ADE Faderat vt Binie BystamaAdnin Ertclanoy £ 54 #5 219 275 BAG
SUBTOYAL, JOBBMRONHK 56 255 1,448 ) 1885 5] ' 668%
MHAKIMN G WORK PAY . v . 3 r
Working Moor Ghlld Cars [Capped ot $2b ’
I et mpennctiog. : ¢ 500 4,0 1,558 2,000 | 3800
REINVENTING GOVERNMENT ASRIBTANCE
\ .
A and Microsniaprise Damanstrations Ll o [ 190 166 298
Remave Twa Pateist (UP] Resirictions o [ ] s FBS €040 ; nE1S
Stam Flawditity o Entrind Income and ' ¢
wived L Bupprt Twengarde 1 L 555 575 Sl 1,I%8
Tiwrswrnlly Cordons Avesiz Yo Food Stampn,
s Liaks, Savial Lamiennie,
Rant Fropmity st Translecs 0 5% 1] 6% 70 028
St Ao xaiuslons W 34500 Equlty Vatue o ) s 220 23 255
Doubie Tartxates’ Capwikdfust for inflaion # 0 125 10 135 a9
A3t Ofhvers : e 25 230 235 245 205
Santoem AEGL 35 Food Stamps 30% of poverty ruls {1,003 £1,960) 1,460} H,A480)  (1,500) (mﬁr
SUBTOTAL BGE {1,008 £1,084% i 760 1,618 {85}
SEARD TOTAL {5,200 76 2,758 4225 6000 11,958 | {4,050
Now: Parent et Ang
. . i$, 4ay%
’ . iv,4¢8
} sbde ophem
o —
. Z PR 9% 2%
H
5. CIHTAL

S":S« 2. FEDY



TABLE J — PRELIMINARY DETAILED COST £XTIMATES (FEDEAAL AND STATE}
POR A HYFOTHETICAL WELFARE REFORM PROPOSAL
(By Amonl your, In miltions of dollers}

{24 month WORK p

ol d by A

[Weltars wnd Nonweltars Im paciu)

10 Your 10 Year
10 Your |[Federsd |Fedeial
2000 2001 2000 3003 2004 Totel |wl 90% st 80%
PMENTI!.__HEIPDNIINLITY i .
Wlincr Mol (1% (25 {28} {25) {25) {210) {85} 1835
Comprohansive D Jon Qrants s0 80 0 o [ 330 50 150
e Addiionel Bavafliie for Ackdtithonad Children [275) ri L)) (200) {10 (320} {2,130) {14 mi10j
Child Bupport Emioroment - I
Pulasriity Euinblliotwveni {Hel] {240) (280} s [340) [370) {2,000} [T55) , {755}
Erviprapiieind {MNal} {445) (855) (940) {1.000)  {1,035) {4,700} | {2,800} (2.800)
Compuler Cosls 153 130 113 110 110 1,085 s o
MNon-Custodisl Perent JOBS/WORK 215 103 285 il 3 1,833 1,870 ! 1,485
Asssss Qrania and Parentiing Damoneirstions » W E ] 30 » 243 255 |! 230
Child Bupport A b trad 150 150 250 200 1} 1,500 1,350 : 1,200
SUBTOTAL, CE (28) (400} (585) {ees)  (o20)| (2,085 ses [ 40
[TRANSITIONAL ASSIETANCE FOLLOWED DY WORK
[ODS-Prep 15 - 140 1) F] 83 1,11% 1,105 80
[AckdMioral JOBS Spanding T 30 0 L 1] 1.0TQ T4 8,435 5110
licditheral Chikd Care lor JOBS 555 a5 0o &30 TGOS 4,500 4,410 00
[WORNK Progrem ' 1,380 1,058 1,580 2,140 2313 10,150 $,135 - B30
Additional Child Care lor WORK 820 T50 33 54 1,033 4,585 41235 .e70
Savingu from Cikld Care and Other Expansion {150 {190} {240) [#d L] {32Q) (1.27% (704} [F00)
[Transltional Chikd Care 1] M 410 453 204 2,500 2320 2,065
E d Tean Cam Marng it 75 T5 5 1] 1] 595 435 475
Savings - Coumpload Reducsth {250) {&20) {1,100) {1,180 (1,440} (8,000} | {2 800) {2.800)
ADF Faderal st Stale S3yslems'Admin Eflolenay 1T 45 [20) {25) {25} 0”8 200 175
SUBTOTAL, JOBAWORK 3,600 3813 3520 4,003 4,200 25,835 25,455 2,215
MAKING WORK PAY :
Working Poor Child Care {Capped ol 62 .

I ral. spanding). 2,080 2,165 2,250 2,340 2,435 10,270 | 14,845 13,015
REINVENTING GOVERNMENT A3SIATANGE
IDA and Wi darpri e O itrmd 100 100 100 100 [+] 100 [~ 500
[Ramove Ty Purent (UP] Restrictions 1,175 1,195 1,219 1,225 1,245 4,280 4355 4,355
Sads Placthility sn Sammd Income and

aned Child Support Disregards 405 820 [ - L] 450 545 4,003 2015 2,015
M[Mﬂluﬂlhhﬂdﬂmpleﬂtjmlt, .

Burial |neuranos, Aeal Properdy, Translers T0 13 | 1] ] | L] Tts 3 L]
Sat Aute Exstoslons te $4500 Equity Vielue M0 3135 M3 380 A0 2,783 3,000 3,000
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AM Othara 258 283 £ 200 290 2,285 1,375 1,315
Cororm AFDC Lo Food Stempe 130% of poverdy ruls {1,550) (1.810) {1,870} (1,730) 1.794Q) (15,343} {®.43%) (9,435}

EUBTOYAL RGA 1,135 1,145 1,140 1,140 1,045 5 420 4,32% 4,255
JGRAND YOTAL 6,340 0213 8,070 8,485 B 415 23,200 | 44,15 38,370
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TABLE 1 ~ PHELIMINARY SUMMARY COBT ESTIMATES (FEOQEHAL ARD STATE)
FOR A MYBOTHETIC AL WELFARE REFORM FROPOSAL
(Ewiant yesr, in milions of doliers) N
{24 month WORK program followed By Axesssmant.)
{Waltars ard Nomwellare Impacis} e

-

|- JhL Y T = Teal T Y eii T
Todat Fednral Total Faderal
[PARERTAL RESPLRSIBIEITT
Minoe Mothwee {85} {30} Frabd {43
Compraluwoeive Demonsiraiion Granta . at i 200 35D Lo
Nao Additionat Banefits tov Adaitions] Children {850} ickdul] {2,950} {8103
Rertitvs Yoo Parent {UP) Restrivtions 221G 1380 | 8,260 4358
S Hilg Support Enforcmmnt -
Paternity Extabiishment (Net) &53-8 gt 2MI {400}
Enforcement [fed} 405 {1408 4,700 {1,558,
Comptiler Cosle 483 404 1,085 3.4
Nov-Cuntodis] Perant JOBEWORK . 370 335 1,855 140
Avcens Grarte and Peranting Denonstrations : 155 130 285 ot
Chitd Suppaort Atwromgzo Drsenonatrations S50 495 1,500 . 1850
SUBTOTAL, PARENTAL RESPONSIBILITY - 245 2,230 £.19% B,105
TRANSBITIONAL ASBISTANCE FOLLOWED BY WORK
JG&S—Pnr & 275 1,28 1,105
Addittonsl JOBS Spmsﬁng 2500 7320 7140 8425
Additiona! Child Cuare for JOBS 't 35 1.8258 4,800 4414
WORK Program ’ s 790 719 10,150 #,438
Additonal Child Care for WORK - 383 330 4,545 4,575
Sryinge trom Child Cars and Other Expanaion {3} (503 {1,275 (7o}
Tranaitionat Ghild Care . ’ 560 504 2880 2,520
N
Enhanced Taet Caan Managemant . "o W 325 835
Savings « Cavelsnd Reduction H . 5203 {2838} (%250} {2,500}
ADP Fadmat arigd Siate SystemsfAdmin Eficlancy [22-2¢] 0% 525 800
SUBTOTAL, JO&SMQ!&K ) & 685 [ Bz 2 Z5.835 AR AR
MAKING WORK PAY
Working Poor Child Care (Cappad &t §20 :

in net spaading). B 4,500 16,270 14 545
REINVENTING BOVERNMENT ABBIGTANCE
1A and Microwteeprise Demonstrstione 300 2720 T0G £330
Siste Flaxibliify on Earned income and :

srid Child Support Disrwgards 1,720 #so8 A BYE 2,855
Gwneeally Conformn Axents i Food Stamps on Lhmit, .

Buriel insurance, Rea! Bropacty, Transiecs 258 100 A58 240
Bt Auto Excitimlons (o BESOG Equily Valus - 5% @55 2 Fas Z,78%
Uouble Tarriterise’ Capajhdfuet tor Inflation $rG 275 1,560 T
All Cthers i ) 805 %53 2,265 $ 378

SUBTOTAL HGA 4515 3460 12,386 4518
CAARTTOTRY 18,355 TS.ITE SAEGTT § . )
RN T PSS ee SRRV

Hote 2! Flve Yusr and Ton Year Fedecal ssiltthing reprssont 30% of all sxpenditures excepl for
the following: heastits arw ot current match raten; child sapport 1o matched st raten
speciiied i tha hypathetical plan; snd comprehsnalve demonstration grants are mistched «l 100%.

Bource: HHREASPE sl setimaten, These selimates have boert siared with sind? within HME and OMB but have not besin
wofficiatly coviewsd by OME, The pollcies do not zepresent a concensus recommendation of the Working Group co-chalre,

" HEE APPERDIN FOR ENDNOTES TO TABLE

P

b


http:tOoeh.lt
http:Honw_lIu.lmp4el.fj

TABLE 4 - PRELIMINARY REVENUE ESTIMATES {FEDERAL AND STATE]

. : {By tiscal year, In bilions of dollars} ’
\ .
. - - - Y - . S¥eari 8 Yemr oo ) 10 Yoar {13 Yeor
) . 1998 1056 \xidi 1998 kN Toruat [Fudws) 000 _gaﬁ: TR a3 2004 Tewm) §Foctoent
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13
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Beducs by 172 LY B8 1% 4.0 0r5f A B K- 0.1% o84 LE.T ga 099 .50 528
Aaduce by 173 4By 0o 043 e 1051, 2 44 54 1.0% LU (RN ] A5 % e+ 708
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w0 Aliwvis i
Hake cumrant Diyenr 581 cewrnng nifes * ) .
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COSTS ARD FINANCING i

P

There is relatively lintle disagreement over the basic structure of a preferred plan. The difficult |
part is coming up with acceptable finaincing optiops and cutting back on the ;}ehw if financing
options are limited.

fosyt of"'Q“&"'“ COSTS

produced a2 wwt wWhich can serve as the starting point for dlscussmn The cc}mbmcd '
state and federsl (;{}czisz of cach major element of the welfare reform plan are shown below. In
cach case we show one year costs for FY 1999, five-year costs for FY 1995-1999, and ten year
costs for FY 1995-2004,

\. ‘ &_icb ‘ - "'

L 8
Loy :
W Lol 3 X W
Costs of Working Group Consensus Welfare Reform Froposal
FY 1999 Five Years Ten Years |
T FY 1995-FY 1999 FY1985.
: FY2004
Prevention, Parental Responsibility, -0.19 -0.14 -4.17 o
Child Support Enforcement : -
‘Make Work Pay--Child Care for the 2.00 506 16.27
Working Poor
Transitional Assistance Followed By 3,72 - 8.57 27.72
Work
Reinventing Government Assistance 0.94 4.78 12.4
Total State and Federat . 6,46 1821 52,22
Less state contribution -0.65 -1.82 5,22
Tofal Federal 581 16.39 47.00

The specific sub elements are shown in detall in 1he appendix tables, The costs could be reduced
by a variety of policy chimges. We believe the only part of the prz}gam which really cannot be
reduced and still weet The comemitments to do serious and comprehensive wellwe reform W
iransitional assistance followed by wock. Given the targetiing abready present in our proposal, we
are atready under some aliack for ool gotng far cnough fast enough. We also see fow options for

%
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additional savings w1 the Provention and Parental Respongibility section. Thus the major options
involve child care for the working poor am:i feiny ezzém&, g,evemmeaz assistance. In addition, we
propose a number of demonsirations wihichmaat sedodrele. These could be scaled back,

The table below shows the costs of particular elements net of state contributions, Virtually every
element in the table has strong support from the Working Group. Morcover, there was no

congensus on which elements should be cut first, S -
POTENTIAL COST REDUCTIONS . FY9S S Year 10 Year e
Child Care for the Working Poor .80 4.50 14.603

Reinvention Options” to- T Ce
Elimunate Discriminatory Two-Parent Provisions 045 108 346 -
Easg Existing Asset and Automobile Rules 030 112 277 Mae S‘{*&. tﬁ{'lm
Allow State Flexibility on Work Incentives * 019 064 150

Maintain Differential Accounting for AFDC and Food Stamps 025 095 223

Double Contributions to Pugrto Rico and Territories 014 063 138

Total Reinvention i

Demonstyaiions

T Preventon Geants ~ & - 003 010 024 -
Work and Training for Noncusiodial Parents 0.20 043 197 o
Access and Parenting 0063 013 029
Child Support Assurance ' 025 055 150
Microenterprise and Subsidized DA ' 0160 830 070

Tetal Demonstrations

%

Eliminating or scaling back any of these options will be difficult. Child care 1s provided for pebple
n JOBS and WORK and for those leaving welfare. If it is not provided for the working poor,
serious equity and incentive issues anise. Moreover, if we target on young people, child care is
articular concyN if the goal is to get people oft welfare permanantly. The $2 billion in the plan
r child.care now will cover most wori«‘mg poor families, but not if utitization or costs.risc
m;}:ﬁiiy i ’

Each of the reinventing options has strong support. There is strong support for the two parent

provisions Wazz moral, symbolic, and political grounds. Proponents argue this policy is I
essential i we intend 1o send 8 clear message about strengthening two-parent familics. The

mproved asset and automobife rules scemed especially important since curvent rules make it

alimost #npossible for porsons to own a reliable car 1o use n getting to work, Work incentives

reward work, an arg a ma}{}r source of waiver requests. Proponents argue it is silly to allow

states 1o set any benefit Jevel they ghoose, but not to adjust the work incemtives and benefit d( b
reductions assaciated with work, ESO‘*& B Soag Hane ok Js«r&‘ ) Tm

disemepe peagl fom. km-, vl bl )
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Puerte Rico and the terctories have 2 fixed allocation of money for AFDLC, JOBS, and programs
for the aged, blind and disabled. Residents are not eligible for §§1 The allocation has been
adjusted only once since 1979. <I'hus doubling the existing caps seems both necessary and
appropriate, ‘

Each of the demonstrations also have strong supporters. Prevention grants are part of the teen
pregnancy prevention. Work and traning for non-custodial parents sends a signal about®
responsibility and opportunity for these men, Access and parenting demos are also focussed on
the men and improving their role to nurturing the child along with our greater expectations for
child support payments. Child support assurance has extremely strong supporsters, but séme
significant critics, Most agree that demos are a good way 1o resolve the questions.

. Microenterprise and IDA demos focus on the goal of giving people real opportunities to
accumulate assets and start small buginesses. There is likely 1o be strong support in Congress for
all of these ideas. ‘

Below are a few packages which would reduce the budget:
Packages with S year costs of $13 hillion
Packages with S year costs of $14 billion

Packages with 5 Year costs of $7 billion”

FINANCING

There simply are no easy Rnancing options. Each faces serious political problems and raises some
substantive concerns. We have sought to develop finaincing options which are sound policies and
politically sustainable. Given that we sought 1o find most of the finainacing by cutting existng

- low income programs, all of the opitons have some troubling implications,

™

Welfare reform itself will generate a certain amount of savings from child support enforcement,

caseload reductions, and changes in eligibility rules. These internat savings have already been -
shown netted out of the cost tables. Thus we examine only those proposals which arguably fie

outside the basic reform proposal, ' We have explored closely related income transfer programs

* and identified reforms that would mprove their targeting, efticiency, and effectiveness while,

providing savings. We paid particular attention to programs that scem o be growing very _
rapidly. Each of the proposals is difficult, Each will be comroversial, but cach can be'jusiibied on
sound policy grounds,

e T w4 Y -
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Conform AFDC benefits to the 130% of Poverty Rule of Food Stamns Food Stamps and AFDC

use somewhat dilferent definitions of family. AFDC is a child centered program with the filing ~
'unit definied narrowly around the child. The child's parent and siblings arc almast atways part of
the unit, but otber relatives generally are not. Indeed siblings are not part of the AFDC unit if
they recerve 881 Food stamps uses a definition which is closer to extended fannbics living
together. Food Stamps also has & rule that units with income above [30% of poventy (i.e. roughly
$206,000 for a family of four) are not eligible 1o collect Food Stamps. At one pdint we sought to
conform AFDC and Food Stamp filing unit definitions, but backed away when we discovered this
would cut many people off AFDC in low benelit states as the.income angd assets of others wmz%d
push the family above the very low AFDC benefits there. .
Nonethless, one option would be 1o apply the Food Stamp 130% rule to AFDC units as well--
effectively denving AFDC benefits to children living in families with income above 13054 of
poverty. This would impose no new administrative burdens since the rule already applies to Foed
Stamps  Reammsbsebby 2pplving this rule 1o AFDC would reduce AFDC expenduures by roughly
6% or $1.4 billion in FY 1999, l
Two types of fanilics would be aflected by this plan. First "child only" cases would be reduced”
significantly. Child only cases are those where! no parent is present and the child is living with a
relative who is not the legal guardian, the parent i8 present but the parent is an undocumented
alien, the parent 15 present but receiving SSI These cases have grown dramatically in recent
years, rising from roughly 400,000 in the nud to'late 19805 (o noarly 700,000 cases in 1992 In 7
child only cases, generally relatively litile income of other household members is counted in
determining benefits and eligibility. Thus many have houschold income in excess of 130% of
poverty. The argument for imiting AFDC in such cases is that the money can be better targetied
to poor familics. The argument against it is that espeaally w the case of nonguardian relative, the
lunitation on benefits might discourage some relatives from taking in & child who miglht otherwise
end up in foster care. One advantage would be that it would be harder to game the time-limited
welfare system by "placing” a child with a relative. Relative caretakers who are not the guardian
of the child would not be subject to wotk requirements and time limits.

The second type of family which could be affected are extended family scttings. Most commonly
a parent and child may be living with the grandparent. [ the parent is'over 18 the grandparents
ircome is not counted in determining oligibility regardless of the income of the grandparent.

Other gituations would include cases where the parent is living with a sibling.  This policy would
prevent AFDIC payments to situations where the parent had low income, but the extended family's
income s woll above poverty, Here the fear s ;izaz zim policy mz,&h{ discourage extended I‘drmhe:.
from living together. )

et

s i
Note this proposal would not affecied Medicaid eligibility of any persons.

i
i

Cap the Emergency Assistance Program: The little known AFDC-Emergency Assistance
l*mg,rzim 15 an uncapped entitlement prograim which 1s out of control. In FY 1990 expenditures™
totalled $189 million: in FY 1995, it is estimated that expenditures will be $644 niillion and by FY
1993 almost $1 billion. While the intemt of the EA program is 10 the mee short-term emergency

i
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needs and help keep pcr;plo oft welfare, states currently have wide latitude o deteomine the scope

of their EA programs. Recently states have reahized that the defuntion of the program is'so broad

that it can fund almost any critical services to fow ibcome persons. Since the BA program has a

federal maich, staies have rapidly begun shifting costs {rom programs which the states fund on

their own such as {oster care, family preservation, and homeless services into the matched EA

program. States appear 0 be funding services that address longy-tum problems as well as true )
emergency 1551es. y . T B
We propose to repeal the corrent Limergency Assistance program and replace it with a Federal o e
maiching cap for cach state's EA expenditures. The cap will be 3 percent of the state’s total - . .
AFDC benefut payments incurred during the previous fiscal year. The Federal match will cantinue
at 50 percent up 1o the cap. Under the new capped program, states wall also be given the
flexibility to determine their own definition of emergency services. This will give the states
flexibility 10 address various spocial emergency problems, We would use the FY93 expenditures
{estumated at $386.9 million} since using FY 94 {estimated a1 $558.9 million and rising) would
enicourage states to spend more this vear to increase the bascehine. There will be a hold harmless
provision (o protect the seven states that spent above the 3 pereent cap in FY93.

Critics of this proposal point 1o the fact that much of the money 1§ now going to programs such as
_ chifd welfare and homeless relief, They also note that capping at the FY93 level may hurt stales
whose spending rose i FY94,

~E

Reform of the Family Day Care Home Component of the Child Care Food Program. The Child
Care Food Program provides food subsidics for children in two types of settings: child care
centers and family day care bomes. They are administered quite differently. The subsidies in
centers are well targeted because they are means tested; USDA believes that over 90 percent of
federal dollars support meals served 10 low income children. The family day care part of the
program is not well targeted because i has no means test (due to the lack of admnistrative ability
- of the providers), a USDA study estimates that 71 percent of federal dollars support meals for
children above 188 percent of the poverty line. While the child care center funding loveld have
been growing at a maodest rate, the family day care funding levels are growing rapidly {16.5
pewem bepween 1991 and 1992).

?hp following approach better targets the tamlly day care fundmb to low tncome.children and
creates minimal adminisirative requirements for providers; T "

A. Family day care homes located n low-incame arcas (¢.8., census tracts where a third or hall of
the children are helow 200 percent 'of the poverty ling) would continue to receive reimbur sement™ "
for all meals as they dotoday.

3
o

. All ather homes would havis a choice, They could elect not to use a means-lest; if‘lhcy elect "
this option, they would recaive reimbuesement but at 2 somewhat reduced rate (81,27 per meal |

instead of $152), though still much higher than the rate paid for most children in L}'H]{l care’ ‘
“centers. (Meals served to children over 1RS percent of poverly in centers afe reimbursed at st o Y.
" 531 per meal.) Alternatively, a fumily day care home could administer a simplified, two-part
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means-test. Meals serve (o children below 185 percent of the poverty hne would be reimbursed at
the higher rate. Meals served to children above 183 percent of the poverty line would be
reimbursed at the reduced orice rate.

Cnitics of this proposal will argue that it may hurt children because family day care programs may
drop out of the program. Given the fact rc:ml}ursemem falls anly shightly, and only for homes in

-

well ta do areas, this seems rather unlikely. . - ;

. - .
T x %

Tighten Sponsorship and Eligibifity Rules for Non-Citizens. In recent years, the number of non-

. policy thar immigrants should not become public charges. However, 1t also ensures that truly

citizens lawfully residing in who collect SS1 has risen very dramaticaily. . The Chart below shows
that aliens rose from being 5% of the 581 aged caseload m 1982 to izf:in;, over 25% of the :
casetoad in 1992, Since 1982 apllications for S51 from legal aizeas as tripled, oven though
_immigration rose by abowt 50% over the perind.

R il

Most of these applicants enter the country sponsored by their relatives, Until this year, current
taw required that for 3 years, a portion of the sponsores income in excess of 110% of poventy be
"deemed” as available (o help support the legal alien should they need public assistance. Currently
47% of aliens on S81 apply in their 4th vear in the U8

The House Republican welfare reform bl finances its reforms by denying all means tested benefits
to noncitizens. Since undocumented immigrants are already barred from collecting benefits
(except emergency medical services), this proposal onty affects legal immigrants who have not yet
become citizens, Such a policy 15 extremely difficult 1o defend. Legal aliens are required to pay
taxes and contribute in many ways, We be teve the administration should categorically relect such
a proposal, -

e

Nonethless, the question of how long a sponsor's responsibilities should last for a refative they
bring to this country is difficult. Recently, the time was extended form 3 years to 5 years until
1996 when it reverts to 3 vears again, as a way of funding the Ul extension. The most madest
proposal would be to exiend the $ year deeming provision permanantty, One could argue that
deeming should extend until the tmmigrant becomes a citizen,

Fn . . Y
The proposal would set consistent deeming rules for non-citizens across four Federal programs
{S51. AFDC, Medicaid, and Food Stamps)) Thé proposal is based on long standing insmigratiorn

£

needy sponsored mmigrants will not be denied welfare benefits if they can establhish that their

¥

(v

b'\,if’



spansors are no longer able 1o support them,  The policy would not alleet relugees or z;‘sylees.

. There currently are a number of different categories of immigrants. The sccond clemoent of this
proposal establishes similar eligibility eriteria for all categories of non-citizens under the fouy
Federal programs. Currently, due to diiferent eligibility criteria in statute, and litigation over how
to interpret statutory language, the four Federal programs do not cover the same categories of
non-citizens. The Food Stamp program has the most restrictive definition of which cateyories of
non-citizens are eligible for benefits (.¢., the eligibility criteria encompass a fewer number of INS
stafuses). SSI and Medicaid have the most expansive definition of which categories of non-
citizens are cligible for benefits, and the AFDC program falls between these extremes,

This proposal creates chgibility eriteria in the 881, Medicaid, and AFDC programs that is sioilar
to the criteria that currently exists in the Food Stamp program. The new list of INS statuses
required for potential eligibility 1o the §81, Medicaid, and AFDC programs would also be the
samne as those listed in the Health Seaunity Act providing eligibility for the Health Sceurity Card,
This part of the proposal wonld result in savings in the §51, AFDC, and Medicaid programs.

This proposal would affect applications after date of enactment (e, it would grandfather current
recipients as Jong as they remuined continuously eligible for benefits). :

r

Tux Campliance Measures ‘
Deny EITC to nonresident aliens, Uskler cucrent taw, nonresident aliens may receive te BITC:
Because nonresident taxpayers are not required to report their worldwide income, it is currently
impossible for the IRS to determine whether inghigible individuals {such as high income

nonresident aliens) are claiming the EITC, The propesal would deny the BITC to nonresident
aliens completely, We estimate that about 50,000 taxpayers would be affecied, mainly visiting
forcign students and professors, The proposal would raise 3133 muBion over § years, ‘

#

EITC informatian reporung for DoD personnel, Under cusrent law, families hving overseas are
wchigible for the BITC, The first part of this proposal would extend the EITC to active military
families living overseas. To pay for this proposal, and 1o raise net revenues, the DoD would be
required to report the nontaxable earned income paid to military personnel (both overseas and
stateside) on Form W-2. Such nontaxabie garmced income includes basic allowances tor &
subsistence and quarters. Because current law provides that in determining earned income frwr
ETTC purposes such nomtaxable earned income must be taken into m::wmzt,, the additional
information repotting would enhance compliance with the EITC rules. The combination of these
Iwo pz‘&pmats which together wauid ratse $162 mitlion over 3 years, is supported by the DoD.

Gumbling compliance proposals, Current rules require wit};h{;iéing at a raig of 28% on proceeds
from a wagering transaction if the proceeds {amount reccived over amount wageded) exceed
$5,000 and are al least 300 times the amountwagered (Le., odds of 304-1 or higher). For
lotteries, sweepstakes, or wagering pools, proceeds from a wager of over 35,000 are subject 1o
withholding at a rateof 28% regardless of the odds. No withhelding is nnpoqad on wmrzm;p froni”
“kena, bingn, or slot machines. There are three components 1o this revenue raising proposals,

e
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follows:

{a) lncrease withholding rate on gambling winnines in excess of $50.000, The first

component of this proposal would increase the withbolding rate on cenain gambling

winnings from 28% to 36%. The higher rate would apply only to winnings in excess of
$50,000. In addition, it would apply to such winnings regardiess of the odds. Thisis .
estimated to raise $516 miltion over 5 years. The increased revenues result froma 7
speedup in collection of tax and enhanced compliance,

{b). Withholding on gamb!mg wmmngq The second compoenent of the proposal would | -
impose withholding on gambling winnings of over $7,500 from keno, binge, and slot ™

mac%‘zzz‘zef; regardless of iiw odds, This is estimated to raise $248 million over S vears,

- »
.y e
- P —

{c} Information reporting on gambling winnings. Currently, information repotting is -

required on gambling winnings in gxcess of $600 {except that in the case of bingo and slot
machings the threshold is $1,200; and $1,500in the case of keno) but only if the pa&éut 18
based on betting odds o 300 1o 1, or higher. The proposal would extend the information
reporting rcz;zzzrz:mem ta any winnings of $10,000 or more regardless of the betting odds.
This would raise 3215 million over 3 years, ’

Limit EITC to Sinele f iling Males For Whom Paternty Hat; Bem Established Policy snll under
development, i - .

Revenue Raising Measures

Excise 1ax on revenues from gambling, Cerfain wagers authorized by State law are currently

taxed at a rate of 0.25%, and unauthorized wagers at a rate of 2%. That fax is calculated as &

percentage of the amownt wagered. Only wagers with respect 10 sporting events or contests and

pools and lotteries conducted for profit are subject to tax. The tax does not apply 1o drawings

conducted by nonprofit organizations, games where winnings are determined in the presence of all
persons placing wagers (such as table games, hingo, and keno), parimutuel betting lcensed under

State law, wagers made using coit-operated or token-operated devices, and State lotteries. The
proposal would impose an excisc tax of 4% on gross revenues (wagers less winnings paid out) ﬁ“*" ¢

~{from all gambling activities except State lotteries. This proposal wnuld raise approximately $3.2 f,,é =4

%}ziix}ﬁ GVET B VEars.

' Phase-out or reduce denendent care credit at high income levels, Under current law, a depenident”

care credit is allowed f{zr a vertain percentage of expenses incurred to enable the taxpayer to be

gainfully employed. This credit is frequently u%d for child ware expenses and, therefore, s .
sometimes referred to as tie ohild care credit. The eredit is currently 30% of gualitving wpuucs -t
nhasing down'to 20% beginning at 310,000 of adjusted gross income. The maximum amount of
creditable expenses is $2:400 Jor households with one qualif¥ing dépeadent and $4,800 for two _
qualifying dependents, resulting in a maximum credit of $1440 {L e, 30% of $4,800), or $960 for
those whose credit rate is 20%. Curcently, after the phase-down 1o 20%, the credit is available

- S
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regardless of the taxpayer’s income. Several alternatives have been considered in phasing oul or
reducing the credit, including the following three options:
(a) Full phase-om for high-income taxpavers. The proposal would begin to phase out the
credit (1.e., remove the 20% {loor) for taxpayers with adjusied gross income of at least
$90,000. Specifically, the credit would be reduced one percentage point for every 31,000
“of income in excess of $90,000, Thus, the credit would be fully phased ous at $118, 8{}{}

This option 1s estimated to raise 3781 mulhon over § years.

:"(b}a Phase-down to 10% of creditable expenses for taxpayers with $90,000 to $110,000 of
income. Under this option, the credit would be reduced by one-half of 3 percentage point
for every 81,000 of income in excess of $90,000. Thus, houscholds with income of at

= feast $110,000 would receive a credit of only 10% of cmployment -related expenses, Thig
option 8 estimated to raise $384 million over 5 ycars ‘

v

" {g) Phase-down 13 10% of creditable expenses for laxpayers with $70,000 1o $90.000 of
income. This oprion is similar 10 the immediately preceding option except that the phase-
down would begin with adjusted gross mcome of $70,000 (instead of $90,000). This
aption 18 estmated 1o raise 3626 million over § vears. ’

- -

BALANUING COSTS AND FINANCING
If the
The working group recognizes the need for cuts in existing tow income entitlements to fund

reform, Nonetheless, there was little enthusiasm for any of the entitlement reflorms proposed.
The group thought it was particularly mappropriate (o cut existing low income programs {o fund

child care for the working poor. Thus one approach would be to use revenue measures for child

care for the working poor, and entitlement reforms and tax compliance measures for other
elements, -

if we think of ways to finance child care, reductions in child care tax credits for upper mcome - 5
families and reforms in child care feeding seem like a very close link. One can add the gambling
tax on the basis that new reveaues should be used for this new initiative. Comparing these theee
SOUICes one finds that the {ibances fall sfightly short of covering thetosts of working poor child
care in the 5 year window, well short in the 10 year window. Setting the g bamblmg, tax somewhat
Hgher would make the match somewhat coser. . .
S

R ) .

revenuc raising measures to child care 87 the working poor, direct AFDC cuts in the form of the
120% rule 1o AFRC expansions through reinventing government, and other antitlement reforms

»

e

surd,



and tax compliance measures for the new fransistional assistance program.

Comparing revente raising measures included here 1o the costs of working poor child care, one

finds that the
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MAJOR POLICY ISSUES

;I }
The plan as described @rafl&cts tentative decisions on a
number of relatively controversial pollicy issues., This section
identifies the key decisions and discusses alternative approaches,
These- issues can be considered in the context of WO everr&ﬁimg - -
questzens

o Does the plan succeeé~ o ﬁﬁdlﬁg welfare as a way of <
" life?" X« i dimensfHnml notions of "success” that . .
+ the plan assumes conal?%ana with expectations for
dramatic reform? dve He

E gt

. o Does .the plan achieve an appropriate balance between.. .-
"responsibility © and -opportunity, and between  high
ﬁﬁp&ﬁﬁ&t&ona for parents and protection of chlldren?

In each of these areai;?ltarnative policy decisions could be made

that would shift the lance of the plan in one direction or the -

. other, ' e

EH

What is success? - ) .

success that ects the several dimensions of "ending welfare as
a way of life,"™ It must also recognize the difficulty of the task,
the constrained capacity of the system to achieve ‘it, and the need
to protect vulnerable children and families.

An important ahiliengé'far the plan is to embody a definition of

The plan assumes that success has several dimensions:

¢ Ending welfare as a way of life, by expecting everyone to
work or prepare for work, changing the culture of the
welfare system from an emphasis on income maintenance to-
an emphasis on work and the. responsibilities of both
parents, and imposing serioug time limits, : .

o Improving the well being of ggﬁéffbhiig;en and their
families through increased earnings and child support,
and providing protactians for the: most vulnerable -

children.

&Jw!&gﬂ. #.C puup(& - w W bn"b uﬂf‘n #-& ‘v"”ﬁu by ‘mdnfn?ww&‘
O Wl LRk e ¥ " P ﬂm‘;
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¢ Achieving some caseload and cost reductlons after a mﬂf

r&ascnable perlcd for invastwent and- 1mplemantation. u$f‘~
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Keyv dECLSLOn. phase in

- A key decision to be made about whether the plan fulfills its

promise of transforming welfare has to do with the scale and-speed
of implementation of the reformed welfare gystem. Should we seek
to bring everyone on the caseload into the new system guickly, or
should we initially target new resources on sub-groups such as new
appllcants or youny families? S - -

Immediate implementation of the new program would sevei%y strain
the ability of federal and gtate governments to-impleme the new

system successfully. There is almost no disagreement:that phasing---

in is necessary.

A phase-in strategy could start with new applicants, with selected
states, with families with older éhildren, or.with voung applicants
and recipients, & focus on new applicants raises serious equity
concerns between people who came onto welfare very young and those
who managed to stay off for a longer period of time. A state by
state strateqy raises serious capacity issues at the state level
and guestions about whether we have achieved truly national reform.
The primary arguments for a foous on families with older children
have to do with parental care of children and the cost of day care,
but such a focus raises guestions about whether the culture of
welfare can be changed if families -ean=ba on welfare for several
years before.they encounter.the.new. system. -
wrbd M ot e v G tmesss T Prvodaed™s fues dop GmidE r«m -t}ﬁ .

A focus on young families, which the plan recommends, recognizes
that it is the younger generatlon of actual and potential welfare
recipients that are the source of greatest concern. They arxe also
the group for which there is probably the greatest hope of making
a profound change, and of sending the message that welfare can no
longer be a way of life. Under this approach, we would devote
energy and new resources to ending welfare for the next qeneration,
rather than spreading efforts so thin that little real help is
provided to anynne

o and. low wage work

Everyone agrees that independence from welfare should be the goal
of the new system. But there may be situations in which welfare
benefits to supplement work are desirable. Two related issues
arise in thinking about work esxpéctations, and about whether
supplementary welfare benefits and exemptions from the time limit
should be provided for wexkﬁzs. . ' . o
.
The fixrst issue is under what conditions. someone who is working can
continue to- receive supplementary welfare benefits outside the
constraint of the two year time limit.. The issue arises because
even full-time work.at the minimum wage leaves-a family below the
income eligibility level for welfare in a few states. In about

2 | o
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‘The balance of responsibilities and protections : - ..+ -
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half the states, half time work at the miz}ﬁﬁm wage leaves a family
of three below the welfarp eligibility level Larger families are

eligible in more states.’/ Proponents of’gliowing—eontinued—benefit

receipt-foer-workers—argue-that-someone-who-is.working-should-be at

1

welfare, and that getting someone to work even part tlme is a big
success and should be rewarded. Opponents argue that continutng
AFPE as a work supplement for long periods of time ls‘keunter to

the basic phl];‘aophy of the—nau-p.:a.q.na.m_ u-Jtaa w6 .

The Working Group and Cabinet had difficult and somewhat
inconclusive. dlscussions of this uesiesdiddboudd issue, .
There was general agreement that supplementary welfare '
-benefits should be provided irrespective of the time
limit for _ .anyone working at, least 30 hours. There was
also general- support for. “3Y state option to -extend
supplementary benefits _to—other—part—time—-workers-who_
worked-at—least 20 hours. BAn alternative proposal was to
axtend benefits-t0 20 hour workers who had pre¢school
Ichlldren ﬁw]n%ccagjh

“-._

A i
A related issue arises around. the number of hours of work that
states would be required to provide through subsidized or community
service 7jobs, and around whether supplementa welfare benefits
should be paid if the reguired hours,of work’ "aid" Adt “Generate pay

least as_well off as som_gneﬂyho_as—motwworklngﬁand—receLVLng

rilalt] c"ﬂﬁ’j

at least as high as the welfare benefits recelved by non-working

welfare recipients in the state. Because of wide variations in
state welfare benefit levels, the number of hours of work at the
minimum wage required to earn the equivale » he_welfare benefit
level for a family of three ranges from(about 7 to about 47+~ For
larger families, work hours would have to be gher o‘reac the
welfare benefit levels. It is obviously hard to structure a real
job of eight or ten hours per week. At the other extreme, it is
unreasonable to require more than the conventional definition of
fulletime work. When work hours fall short of the welfare benefit
levef it seems reasonable to supplement the incomes of WORK
program participants so that they are at least as high as those of
welfare recipients who do not work,

The general sense of the Worklng Group and the Cablnet on
this issue is that states should not be permitted ‘to

defire hours of work at so low a level:that a significant’ -

portion of income comes from benefit supplements. With
this caveat, there was agreement on providing some state
flexibility within the range of 15 to 30 hours of work - |
per week, and for benefit supplementation to insure that !
participants in the WORK- program were as well off as
welfare recipients. who did not work, - -

Pew -ff“. ,,{_-,:/:- Aty
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A second important challenge £or the plan is to achieve an

appropriate balance 'of regponsibility and opportunity, and of

axpectatlons for parents and pretection of children. The dilemma

& because AFDC recipients are both workers and parents, and‘

ywe are concerned about the wellvbelng of children at the
_ € time we require work and.work praparatmon by their parents.

?ha balancing act has to take plage in two arenas: that of time

. c-limits and . work reqazrements, ané that of p&rantal responsxhllity;..

:‘and prevention. R .

1
o 1

"7 Key deaisions' time limits and work gﬁgulr%enta' T "
o . . .. N
A number of ey policy decisions on time mits and work
-~ x reguirements affect the balance of resPonsibiL%£E§ind proteat;ans
i The most “difficult decisions are around’ ensions _to “and
. exemptions -from the ' time limit, around -various weans - £6r
discouraging long-term participation in the WORK program, and
arpund protections for children when par&nta do not meet the
‘reqalrements of the program, Lo :

- v #

Extensions to and exemptions from the time limit., Should any
groups of recipients have the time limit extended? Should any be
exempted from the requirements of the time Limit?

The issue of extensions arises because some raalplantﬁ, Q&p&ﬁl&liyv,

iy

those with language difficulties, education deficits and no wOrK -
experlence may not be able t¢ appropx;ately‘grepare themselves for
., work in & twe year period. ,

The Working Group and Cabinet generally agreed that a

limited number of extensions €feor such purposes as

completing .a high schosl or Jjob training program were .
, © appropriate. They generally agreed that extensions
should not routinely be granted for the purpose of
completing -a four year college program” but that higher
education combined with part time work was appropriate,

The issue of exemptions from the time limit arises because not all
recipients are able to work, even if they are not severely enough
disabled to gualify for S$8I. A second type of exemption issue
arises because reguiring participation from mothers of infants or
very younyg children may interfere with healthy child development -
~and reguire substantial expenditures on infant "day. care. Under
-~ gurrent law, over half the.caselead, including mothers of children
. under three, ls exempted from participation. . ~

¥

. . &
The Working Group and Cabinet generally agreed - that X
gxemptions uld be limited, and that participation in- -
BOME, acti{%ézg be expected even of those. who ars ;
exempted, ey tentatively agreed that states should be.
permitted to exempt-up to a .fixed percentage . of the ’

4



to ensure this:

caseload for disabilities, care of a disabled child and
other serious barriers to work.

- There was considerable discussion of the issue of whether
. exemptions for mothers of infants should be for one year
(i.e., until the baby’s first birthday) or for twelve
weeks (Twelve weeks is the mandated leave time in the
Parental Leave Act.) The plan currently assumes a one’
year exemption for infants who were not- conceived on
welfare and a twelve week exemption for those conceived

on welfare.

Discouraging extended participation ifi‘subsidized or community
service work, The WORK program of subsidized and community service
Jobs is designed to be a short term:supplement to unsubsidized work

in the private sector, not a replacement” for it. A number of.

steps, which are incorporated.into the current plan, can be taken

. 4\\9 WwALML “Ah -~ qcar"?.
Subsidized job shots would last adefined period of
tisme; after which the person would again be expected to
look for unsubsidized work.

Federal reimbursement to states could reflect the amount
.0f time people were on the rolls, in order to provide the
states with serious incentives to move  people into-
employment. - - C

Refusal to accept a private sector job will result in
termination of benefits.

vt heped ikl
An issue arises around what is ewpected £0 be a small number of

people who continue to be unable to find unsubsidized employment’

after placement in a job slot and private sector job search. Some
argue that they should be placed in community service slots for as
long as they need them. " Others arque that this policy would lead
to permanent guaranteed jobs that might be expensive and perceived
as simply another welfare program. ,Instead, people who continue to
be unable to find employment might return to a deferred status,
might have thelr welfare benefits reduced or might be cut off
entlrely .

‘-

— —

There is general agreement that a serious reassessment
should be done of everyone who comes to the end of one or
two job placements without:-having found private sector
work. Those found at-that point to be unable to work
would be returned to deferred status.with full benefits.

- Those found to be able to work and. unwilling to..take an .
unsubsidized job would have assistance terminated. In ~
situations where jobs were not available for people who
conscientiously played by the rules-and tried to £find
work, assistance would be continued through another *job

5
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slot, a workfare assignment, or training linked with
work. : '

A second issue arises around whether the EITC should be available
to WORK program participants. There was general agreement that
denying the EITC to participants in subsidized jobs would provide
a p@w&riul incanﬁiv& toe move into unsubsidized work. . Sobeu-dse
PRGN iy ooyl . albout the administrative feasibility of
thzs racamm&n&ation and about its equity implications for workars
doing s&mzlar fobs.

-

§§ggti§n5 and _protections. If the welfare reform plan is to

the basic vain@s and culture of the welfare system, it must embmdy
serious consequences for reczpzents who do not I -
reguiréments. The plale : ndin TUYTent law manctions
for non~participati¢fn, “Lhe adult from the grant for
incr&aﬁiﬁg pericds of CIR sanction. It adds a severe
sanction™benefitc terwzn&ﬁlgn 2 for refusal to accept a private
sector fﬁb After the time limit, non-participation in the WORK
program carries the same sanction as for ordinary workers: wages
are not paid for hours not worked. MNotice and hearings protactions
are continued. In addition, the state must keep its end of the
bargain: services must be provided.

Families whose benefits are terminated for. refusal to take a job ox
to participate in the work prcgraﬂzcontznae to be eligible for food
stamps and medical assistance. There is, however, the danger that
in rare circumstances families will find themselves honmeless oy
unable to care for their children. For these families, the shelter
system and the ohild welfare system provide the safety net of last
resort., If the welfare system 1s working properly, these failures
will be extremely rare. HNonetheless, the fact that they may ocour
must be faced, since there is no apparent alternative if the syxt&m
is Lo be serious about expectations. .

*

d i » arental responsibility and preventi

In the area of parental responsibility and prevention, the plan
~gttempts to balance responsibility and opportunity for both mothers
and fathers. Rather than simply focusing on the work obligations
of custodial parents, it proposes a strengthened approach to child
support enforcement that makes clear to fathers as well as mothers
that parenthood brings with it clear obligations, and that these

abligations will be enforced with~ serious and predictable-

congequences, To complement 1its emphasis on c¢hild support

cwhligations, it propeses a set of demonstrations focused on work .

opportunities and expectations for non-custodial parents, Tt also
proposes a set of requirements on and services for minor and school
age parents, and a comprehensive appreoach to teen pregnancy
prevention. Finally, it proposes to extend eligibility for

& .
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benefits to two-parent families, to remove the current bias in the
system toward one~parent ﬁamxlles

- A number of the key pol&cy decisions have to do with the relative

priority 'to be given to various spending proposals; the section on

costs and financing ocutlines the tradeoffs. 1In addition there are
three other decisions that have philosophical as well as cost
k&?llcatlﬁﬁ$a the size and scope of child.support assurance
- demonstrations; the llvzng at home regquirement; and thé family cag

' optzon. ’ ) .-
ehild SUPPOLt 3 demonstrations, The proposed child
support-assurance éemonstratians are coptroversial not only because
of cost but also because ©f the idea itself, Child support

‘assurance speaks to the circumstance when little or nc money is
collected from the ‘noncustodial parent, éither because the system
is ineffeétive or because the absent parent has very low earfiings:

Child support assurance guarantees that sxngla parents with a child
support award in place cou count on a minimum level of support
which they could use to sup nt their earnings. Some see CSEA ag
a crucial way to "make work pay” and to ease the transition from
welfare to work for single parents, Opponents see it as close to
simply being welfare by anothexr name, that might - -alse provide an-
incentive for fathers to escape their obligations. ‘

k3 3 z

Living at home reguirements. The plan proposes to require

" minor mothers to live at home or with a responsible adult. Though

there is general agreement that very young mothers need care and
supervision from adults, there are some qaestmons about whether we
can ensure adequate protections for minors in abus&ve or otherwise
unsuitable h&mes,

]

Family cap option, The plan also proposes an option for
states to adopt "family caps® that limit benefit increases when

additional ‘children are conceived by parents already on AFDC.

~ Proponents of family caps, some of whom believe they should be a

requirement and not just a state option, argue that they reinforce
a message of parental ‘responsibility and help achieve -equity
between welfax@ recipients and working families, who do not receive
a pay raisge for additional children. Opponenﬁﬁ of family caps
argue that there is no evidence .that they deter births, and that -
they deny benefits to needy childrny- In addition, opponents argue
that the average value of the benefit increase is not much greater
than the value ¢of the tax deduction and the EITC Lnﬁrease for a

warklng family that has an additienal child. -~ '
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‘(a) Increase withhc

Deny EITC to nonresident aliens. Under cﬁfrént,léw,
nonresident aliens may receive the EITC. Because
nonresident taxpayers are not required to report their

" worldwide income, it is currently impossible for the IRS fo

determine whether ineligible individuals (such as high
insome norresident &iians} are claimmng the BITC.  The
proposal would deny the EITC to nonresident allens -
completely. We estimate that about 50,000 taxyayers wmuld
be affected, mainly Visiting -foreign students and
professors. . The proposal would raise $133 million over 5 -
yasrs. ‘ <

BITC information reporting for DobD pergonnel. Under current = 3%
law, fampilies living overseas are ineligible for the EITC. ’
The first part of this graposal wonld exwtend ¥he EITC Lo
active military families living overseas. To pay for this,
propeosal, and to raise ned revenues, the Dol would-be
regquired to report the nontaxable earned indope paid to
military personnel (both cverseas and stateside) on Forms
W-2.  Such nontaxable earned income includes basic N
allowances for subsiskence and guarters, Because current | -
law provides that in determining earmed income for FITS ‘

.-purposes such nontaxable edrned income must be taken intoe

account, the additidhal informatien reporting would enhance
compliance with the EITC rules. The combination of these
two proposals, which together weould raise $162 million over
5 years, is supported by the DoD.

Ganbling Compliznce Promosgals. Current rules reguire
withholding at a2 rate of 28% on proceeds from a wagering
transaction if the proceeds {amount received over amount
wagered) exceed $5,000 and are at least 300 times the amcunﬁ
wagezed (i.e.,"0dds of 300:1 or higher). For lotteries,
swaepstakes, or wagering pools, proceeds from a wager of .
over $5,000 are subject to withholding at a rate of 28%
regardless of the odds. No withholding is imposed on
winnings.from keno, bingo, or slot machinee, There are
thres components to this revenue ralsing pragasal, asg’ 0
Lollows: ‘ . , T

excess of S50_000. The first companant af this pr@posai

would increase the withholding-rate on certain gambling
winnings frox 28% to 36%. The higher rate would apply only

to winnings in excess of $50,000. In addition, it would .
apply to such winnings regardless of the odds. “This is
estimated to raise $51€ million over 5§ years. The increased

-revenues result fron a sp&adup in-collection of tax and-

enhanced camgllance. . B .
) W&thholgigg on qambllnq_“imnigg“, The second Component

of the proposal would impose withholding on gambling
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winnlnqa cf over §$7,500 from kena, pingo, and slot machlneg
regardless of the odds. This ia egﬁxmated 8 oo r&isa $243
million over ﬁ years. :

{c) rmatic neingt o ' Cuxrently,
informatian rapozﬁing is ragulr&& on gamblxngwwznnzngﬁ in’
excess of $800 (except that in the case of blnga and ath )
pachines the threshold is $1,200; and $1,500 in the case of
keno} bub only if the payout is basaa on’ betting odds of 300

to 1,-or higher, ‘The proposal would extend the information -
reporting reguirement to any wlnnxngs of $10,000 or more

regardless of the betting odds. This would raise $215

.million over § YE&Z%.

N P

Certain wagers

authorized,by'%tata law are muxraﬁtly taxed at a rate of .

£.25%, and unauthorized wvagers at a rate of 2%. The tax is
calculated as a percentage of the anount wagered. Only
wagers with respect to sporting svents or contests and pools.
and lotteries conducted for profit are subrject to tawx. The
tax does not apply to drawings conducted by nvnproflt . .
organizations, games where winnings are determined in the -
presence of all persons placing wagers (such as table ganmes,
bingo, and Xeno}, parimutuel betting licensed under statre .
Iaw, wagers made using coin-~operated or token-operated

- devaces, and state lotteries. The proposal would impcaa an

excisae tax of 4% on grogss revenyes (wagers less winnings o
paid out} from all gambling activities except Shate -

. lotteries. This proposal would raise &pprmx;mately B83.2

billion over 5 years.

PhaAsSe~oU jependent care cre&;t“at high imnceme
&ggg;&. thﬁx current law, a &apen&ent care credit is:
allowed for a certain percentage of expenses lncurred to
enable the taxpayer to be gainfully employed. This credit
is frequently used for child care expenges and, therafore,
is sometimes referred to as the child care credit, The

eredit is currently 30% of qualifying exXpenses, phasing down

to 20% boginning at $10,000 of adjusted gross’ incoma. The
maximum amcunt of creditable expanses is $2,400 for
households with one gualifving dependent and $4,800 for two
qualifying dependents, resulting in a paximom credit of )
$1440 (l.e., 30% of $4,800), or $960 for those whose credit .

rate is 20%. Currently, after the phase-down te 20%, the

credit is avajlable regardless of the taxpayer's income.
Several alternatives have been considered in phasing oubt ox ¢
reducing the credit, 1nclud1ng the foliowlﬁg three thicnS‘.

(a) Fu a5 £ 'i-'*_naamevgggggxggg, The pxayaﬁal
would hagln to phase out the credit (i,e., remove The 20%
floor) . for taxpayers with adjusted gross income of at least
$50,000. Specifically, the credit would be raduced one
percentage point for every $§1,000 of incoms in excess of .~
$90,000.. Thus, the credit would be fully phased out at
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$110,000. This option is estimated to raise $781 millimn’
over 5 years. ‘ . ca e

(b} shmes for taxpaver

with $50,000 to $110,.000 of income. Undar this Qgtzon, the A

creadit would be reduced by one~half ¢f a percentage point
for every $1,000 of income™in excess of $%0,000. Thus,
households with income of at laast $110,000 would receive-a
credit of only 10% of employment—relate& expensaes.’ This
option is estlmated to raise 5384 million over 8 vears.

{c) 3 450 W
with §70.000 to $90,000 of income. This option is ﬁmmizaxé

to the immediately precedirngg optioh except that the phase-
e down would begin with adjusted- gross income of §$70,000
(instead of $30, 000). This option is estimated to rdiﬁﬁ
""8626 million over 5 years.
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The W:}rking Group has largely co ‘iemd is ww‘k ona plan gsigned to "end welf‘are” and

o

”’%‘* at 18 wron # been-on welfare « - -

y feet.” "W §f3r£¢

-

M . ,,MW - .
;}ropa}sc %‘m;}g designed at d‘z’ﬁg';:

#¢"Should ?zave heedme a paz*f:m u % or she 15 a positientd nurtire and
. Childganhaving childr themselves and children. The effort >

ovaluationstorienmmwtmereriToroTiee Rugis: pinwr & bt oF ]
“ YTRTTTTS TSRy S srrrrTrrTIr % .S ?'&wh M’ & whveestta )
Bmedr o T Ne— c“""‘"'"""‘ Mb‘i“ Mis? welforn,

OCIMH s;m:u“*' EA‘QM - . ‘ P T . e
# _ Universabpaternity establishment, preferably in ihe hospial, Mgnm_ N -
penalties for women seeking-AFDC who do not Looperate in zéezz{zfalr}g and finding the :

~ - father, Senous financial. zncazveﬁ to states who do not esmbizsh pa:emuy once the mother e
- has coopersted,
_ f M ‘Jdppon registry m&mmm m Zrack
" e T T payments and take proiiBt actiss when-mondy mmmollosiad A} ihni - o

. & nationakregistry of child support awards and a national registry of new hires 2}358{% T v
W.d repomng so that delinquent noncusiodial parents can be tracked qwckiy and easi 3 ®Lress 14&*& !w:

1
L



Regular updatmg of awards: T '

Numerous new meuasures o penalizeg those who. refuse to ;;avufrom lifcenge suspension
10 IRS enforcement. , ; -

1‘.

A a
A new program of £Gamg-md WOr kkf{}r men who owechild support and fail to pay.
Dem&nstranons of par{zmmb and access {}I‘C}é,f?‘ﬂs 'm'i u?zz d gug}pon assuranz:e

Jy— B wwem - -

e - ‘ b .. - rd - am
R Y % » “ -

> M

I ‘iuppzm for Waorking Families_ ) ‘*‘9'9"’" d l - hp ?. . # ‘ M ‘!A’:L I

»c.«** e

The zs designed to help Mﬁmiiiés Hdirdd s
whes The key elements are: . " : .

o

The expansion of the £ IT(.nrﬁns i already aacompiismd but mechanisms foradvance ¢
> payments are expan(icd ou
Health re?‘{}zm »! gy

Ch{id care for the workz% [Oor, - w———

wﬁ-ﬁuu unless tﬁey have access 1o m child care, T
Sl

of the greatest perversitics of the current system s ihat people on welfare often bave h@@

meomes, far better health prmﬁcma and W&ceess 1o ¢hild care zhan working poor
Samulies,

e TV

: Replace Wellare with Transitional Assistance Followed. by Work
fpﬁiﬁr ne focus of the weltare systom mrus: be changed from a system {ocussed chiclly on wiitifg
@ chex.:%:g and venfymg circumstance (0 one s,{‘:zzrtd toward ae%p;ng, ’)ﬁopie move rapidly 10 work.
n oM T . ¥ y ;

”{'he Famztg Supp{}r{ &cz offered.the first cie'ir vmon f{zr conv mmg, weifare mw 2 tranSnzona

system. But the vision wag not rza llzcd h ‘i'ii';w due o ;t&suﬁicneni rOsOurces, QWM ?;.“ 5’&

£y ri ey 1hH : - iy 2 g b 'k
v A ¥ iy d ~ £ afs 3 §
3 M

AV e, oughainnt A clear }2}62‘:& on employment, Teo rnzmy prmmms seem to wa{‘ry fittie about ‘n
ik » PO L % ¥ whether people actually get jobs and keep them, Bulh Wt v L8 ?Nﬁh w a‘t t
A Nas> onp & se and fntegrations wish wainstrecan edwcation and.araining opporienities. e
~ ‘I?P;‘i ' —t =TT % should ot bave a separate systemajr oui,bt to be integrated “‘"" job “
PN ¢ by w1 - with Je new and edisting programs i the conmmuniry. bor v e - R l
,r”j,g 3.’“;;. wols Fanphasis on w orker SUPPOTT O1ICE & JErson ix plaed. "??ze oSt eﬂ'ecz{se ’

%“ { Fw &, . programs do mare than try 10 place pea;aie in 3 job, the\ ofter help 10 eNSUre. i?zzz

wt ALl : . ' i )
u{\* ‘\I&' &“!@ ‘ ' - -

owplry. ple. | *



persan keeps the job,

S - b S
* trETTTTS Cat 114 08) 1 Ao ; YT I T ' ’;g‘:’" =
(' E A *de‘L‘kﬂ
- WW wzmld noummeém-ely TFT R AVt e % A . “"'Z?t‘f d&e ;.L.ii
. ?xtfms;‘pns wobld be-granted in alimiited number of tases such ag zl’zc}se nee{img timne to \ ;“
. compie ﬁzg,h schoel[ or persons who need more time Z’mcause of language hamezs “odeyeck b -
- .- Tpsm'l'@ - o Mkml;&i
insiead of welfare, states would bc expe&:{e{i to prowde temporary ;obs fczr zhese who - -
have exhausted their time@imit. Key elementsweimdd include: -

Wzmic or Wages, ;‘l’oz Workfare. States would be expected to place personsin
d jobs, w%zzch pay a paychec§ Recipients would have the dignity and .. -
~ respenszbsitw that comes from aj6b Z ‘
Flexible, community based program, Money which would ?zave heepfspent on W&Lm“j
welfare and an additional amount for administration would be usedfplace people io
substzided private jobs, with local community organizations, or in public service
- employment. The program will have close links to the local community, -~
. Strong private seclor emphasis, The strong emphSis will be on placing people in
- subsidized private sector placements, with an erphasis on placements that will -
. jead 10 unsubsidized work.
Nemdisplacing jobs. These jobs will be designed to avoid displacing existing
- workers.. PgriPivewen Ditraregriy ong Taem Sy
Adulbippliiii il iimiiwiiiosrs stays i the WOKR prr)grammThese include

fimits on the duration of any one placement, frequent job(s&mh FEQUIremonts, no
BITC for those in subsidized work slots, and a comprehensive reassessment for -
pecple after two placements, - -
- ' Special rales for places with Hgh unemployment, Places with very high )
unemployment il be granted special exempgions and addeded fin m::a! SURPO -
- Proey’ 'ﬁw Cqu o &n&l{. p

Remventmg Gmcmmem é’&ssustance ; - ‘ - sl g ﬁ)}m‘

The rules and administration of; ~publie; assmtaa onsistently sends adverse messages about core ww-e:sw -
values. Part of the problem is the eligibili es themselves. The mW& againsi ““1“" fk.

two parent families, discouage wn:]rp{ath savmg_.,s Another parg.ofthe problem is that the
rules,are excessively complexafid then differ between programa-such as Food Stamps and AFDC. p:}v( od
_The F Ldﬁl& overmght performance standards focus t/reiy o ;)rocess,amosily Iookmg for, ,." &
detazied paper ven- m;m of mf{zmatmn on the {apily and ﬁzzazzz:zai status,of recipients, I"mzz iy,

L3
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Simplifying eligibility and coordinagin
ruies. This would end most
the income, assets, and adff

PR IR kY
_n: PR

- End rides which :fncr{mu}me ageninst heo-parent famifies. Thé" 1(3{} hourT rule and

fe proposals here are designed to begin the ditficult

Sy

. - -
. o

i, we "o P e - - E
I - - = Fpee— ey - e e Ak s W

rom Republican as well as Democratic govemors,“_

s

: R
i mite s
“ -ﬂ- s L o+

. M“w

_quarters of werk nule which apply only (o rwo-parent families would be-repealed. . -

" Allow SJumilies i owa a reliahie antomohile. Current rules privent those on

-
v )

AFDC fmm oW mzzg acar \mth an aqz,z Zy value of more Ehzm $1,500. Wiavaensiid Phepesar !

A;’{{)w STEHES Zz;zmanf Werk, {Zum,m me requires statcs

" for each $1 earned, The proposal would give states the

giaduce benems by $1--
¥ 1o reward work: -

Allow families 1o accumadare savings. The proposal would allow families 1o set up
Individuat Development Accounts which could be used for specific purposes ks -l-c-kq-

without losing eligbiity. -

adfconforming AFDC &
e often ludicrous regulst
epAfTograms. e

- o -

‘-lr-i swsm-lsw B

“ood Stamp eligibifity and
ry and statutory differences i

Shift the focu propose 10 move away from the current
guality ¢ gaper Vericiation 10 a system gearad towards
state of to work and xeeping them o those jobs

Significant expansions in the use of technology and 1racking systems to ensure
acmumaiiiity, efficiency and fraud reduction. Among the advancements would be:

o g

A natiomwide pubiic assistance clearinghonse which racks peaple whenever and
whereaver they use welfare. Such a %vs‘fz'n is essentral for keeping s the clock ina

time-limited welfare system. Persons wil 'x}z be able to escape their

responsmzimcs by moving or by trying-to collect-benefits in two 3;znsdlct10zzs ‘

simultanteously. - - e

State tracking systems which ﬁ:ﬁmz/pe{;;;ze in.the f{}}f S and WﬁRK ;}rf}ga'am\
These systems™wili ensure that people arc geting access 10 what they deserve-and

that they are-being held accountable if they are fazimg to megt their obligations.  © . 7T

Each state will be expected to c&wuf};} & tracking system which indicaf®s whether

e
*

pef.)ple are receiving and panticipating in zéze training and placement.services they’ L

are expecu.é w. . =
State Rgiss

.*e'; and federal dzz:’ff SHPPOTL ¢ .’:.anng}’wmes As {iescfz%;z- phove,
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clear that we dare not ml
cmp%;aszs on place t
persons would it

-

'n-léi%-; Szarzmz mth thaz f:{}?mn of peapie {he system will §3¢ tmnsform@zi &nyone born m‘icr '
1971 who is on welfare today and Anyone bcm after 297’1 wi‘m enters it subsequeml}, will f’aca
new opportunities and responsibifities. ;

wwivediee By the year 2004, T will represem over é{}% of the pmjccted caseloaci as. eiécr

cohorts feave and new person ?}@‘r‘n after 1971 enter. States wanting to move faster would have
the option of doing so. i grep . ‘

-

Table | indicates the number ofj}ersms in various patis of the program by year assuming thls

“phase in. Note that because the states will need up 1O Wy 3ears (o pass legislation and i zmp ,
théir systems, the program would not begin fully until I 996. Thus FY 1997 1s the first ~ -
year of implementation . The initial JOBS program Stars up rapidly and grows somewhat over .- T e T

" time a8 more and more, p¥ople are phased i The WORK srogram grows over Lime starzmg, with-o 4@6 { -

~roughly 140,000 }{}i}s in the ﬁ:s{ year when people begin to hit the limit (FY1999) rising 10 R W W e

| ..roughly 500,000 by FY 2004 T el o w‘.,;_ &,,g.J-. -

T&LM ﬂ-. wpmf a‘-d-twm ' %30

Q:f%

: . SPATNR TR Worrts ORI T SN WP ﬁii%;tm‘uum
H-km -1t ‘fl«u. M u’ w«ﬂl ;wwalu &hﬁ%m‘t& 3-‘*“‘“ v‘ f-tlanl
ainin_wum&s H o W*La-w e “I:,, Wle rwﬁrs pLAu:hmﬂn. ::.:
N . lz. b owed o wt St wiel e
E: :t*a:;‘t v *\a Pt oAbedacd beddag :m ¥ w*&'“:‘
e b o€ A pojectid esclond = pervens borm ol 1991 who will B 350
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Projeczed Welfare and Work Status for PerSons Bofn after 1971 R
Who Weuld Have Been on Wellare WithoutfReforms . .
P SR ReSlvay fff ZE'EY 2004 - Without Reform | FY 2004 - With Reform ™ 717" "0
- Off Welfare ‘ { - 2% e .
Working with Subsidy - 8% - ' 25% e
In Mandatory Education, ' 15% ! 26% ,
‘Tratning, or Placermoent - . < U
| Not wortking nor in A 77% T 27% :
o mandatory education and S - : i
- fraining. . :
TOTAL 10D% 100%
_ de. N“ﬂ-rs wr
Thius we will go from a situation w%;&rf‘ the persans are coliec:zmg welfare and,nezzher .. v
w()rk*ng nor in training 1o a sitwation where 3/4s are either off welfare, working with 2 subsidy, or
in time-limited. tratning, .Only those unable to work are outside the time limits*#hd even these ‘
persons will have greater expectations and opportunities under the proposed system. e
g group has -~ - -
- - The, wmbined T .
=. = —estate arit féde o "o
T e 88 d ten ye&r S
) - TH e e
. - : *?.«tn
- --‘ ey * - - ’.. _ . T .
) Ld - :-: - A ﬁﬁ«:«. — . - T :« ::-"«
-«:v'-»m-';— % - —iem e s " - . + T :i" h,:" - - :’““
S = s e - ey
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|7 0T Costs of Warking Group Gonsensus Welfare Refori Proposal *
,; N FveYearss .| - Ten Years ...
e TT ST L T | FYT995-F Y990 I RY 1995 F Y 2004
=7 T Prevention, Parental Responsibility, |~ D19 014 - 417
4= Child Support Enforcement T R -
"*z:.:'; ) * . . “":" M,
T A7 Make Work Pay--Child Care for the 2000 | 5.00 v 1827
: Working Poor i I -
| Transitional Assistance Followed By 3%2 B DR v SRR BV 3
T Work
- . | Remventing Government Assistance | 0.94 478 «~ . 1. . 124 T
“*+ | Total State and Federal 6.45 18.21° 52.22
Less 1095 state contribution ~(}‘6‘§ -1.82 822
. . A -
. Total Federal - .. 5.8H 1839 .-t 47.00

\
The specific sub efements are shown in detail in zhe?ppendix tables. The costs could be reduced
by a vanety of policy changes. We believe the only pant of the program which really cannot be

- reduced and still meet your commitments to do serious and comprehensive welfare reform is
transitional assistance followed by wark, Given the fargetting already present in our proposal, we
- . arc already under some attack for not going far enough fast enough. We alsg sce few options for
_" additional savings in the Prevention and Parental Res;i‘ansibility section. Thus the major options
. .. involve child care for the working poor and reffiventing government ‘assistance. In addition, we
" propose a number of demonstrations. These could be $caled back. - : -

wwwww
P

- N (U Coe e e
R

== The table below shows the costs of particular elements hef of state contributions. Virtually every
. .-z lement'in the table has strong support fromdhe Working Gioup. MoreSver, there was no

-

....concensus on which elements should be cit-first- Nenerhieless we have developed seversl -
- «al‘tc_rna{}ve packagﬁ which cost less: - < { O
- T . R : . R —
- 2 Base Proposal v e e - - e
- — - M T . * _”'“ 1 . .
_ Base Proposal 5.81 - \ ~-1639% -~ - 4700
’ A W . : ‘ T e
- Option A; - ‘ i D . TN -
- 4o Base proposal without LTI e mo R X
= < . . . = I . “.'_ .‘:,:b e " AR P - . - sa ey
T remvention ‘ufi:ept iwos . - _ . S o
C7T parent provigions.. PRI § ST * T - 1. g
- - : ik FTET Mg W :..:.,...
R R . . c T
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Components in Base Pm:ha& Wb:gp A(“ ould bf: Reduccd {Federal Costs Net of State)

- A i £999 Five Years Ten Years
LT - FYI995FY1999 | FY1995.FY2004
-Base Proposal .- = .»m\*sg;ggm zwm;wm 390 . [T 47000 o
"Total Federal : r o s

T

Suppm }Qr Workmg Poor Families

E‘I,..

L e s

Working Poor Chlild Care

Igg

4.50

14.63
Rcmvemmg G{ﬁa«mmem Assigtance Reéamong .
Continue Existing Two 0,45& | 108 3.46
- Parent Provisions Y -
-| Continue Existing 040\ 112 2.77
Automobile Rules ”z
Deny State Flexibility on 919 Y 064 1.50
Work Incentives RS - %
Maintain Current Payments 0.i4 \",\; 0.63 1.38
to Temitories® %
Maintain Differential \ ‘.‘
Accounting for AFDC and -.25 \ -95 -23
Food Stamps
Total Reinvention _ g
- l}e&zmstmtléps )
Prevention Gramts. . . ...  .0.03) 1 oo - 0.24
: = s = -
Work and 'i‘w:ung for o] men 020 L) 043 1ol
Noncustodial Parsnts . . |7 - y - o meE
Access and Parenting - oo 1T oag 029 T
Child Support Assurance .| ' 0:257, . .. §055 o 1.50 -~
Microenterprise and S - - ) -
Subsidized-IDA 77 zf} I 70 FLTDN .
| Total Demonsirations-» - 0 GI “ AR T MX e
sar e e : & a‘ - -
e -y . -
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. FOR ELEMENTS OF A WELFARE REFQRM PROPOSAL
By fiscal year, in miflions of dellars)

13

FEI)ERAL COST ESTIXIATES OF ADMINISTRATION'S WELFARE REFORM PROPOSAL (wni) L

1

ﬂ ; $Vear 5 Vear
: . : 1998 1996 1997 998 . . 1999  Federal “Total
TRANSITIONAL?ASSISTANCE FOLLOWED BY WORK - . : (320
Additional JOBS Spendmg T 0 ¥415 645 765 L7190 2 3,340
WORK Operations g N ¢ 4 105 433 7758
Work Expenses and Employer FICA 0 ¢ ¢ - . 56 + 185 S 420
Additianal Child Care pend;  for JOBS * 0 345 §15 625 658 2,140 2,570
Child Care Spending for WO it ¢ £ 75 2058 370 530
Transitional Child Care . ¢ Q 63 90 128 280 265
Chitd and Adult Care Feeding Program (all child care 0 25 . 40 63 , HO ¢ 240 240
Non-Custodial Parent JOBS/WORK ' . 0 10 25 a0 .55 ¢ 130 (25
Enhanced Teen Case Management .. : . ! g 64 15 90 ¢ 93 470
ADP Federal and State Systems ' } A0 és 105 200 " 258 5 | 830
Enhanced Admzms{rame Efﬁctenm it 0 {25) {120y {125} 7O {(434)
(Cageload Reduction and Sznctions 0 1 {90% 52353 gSZS} Eéﬁﬁ; Ei,lﬁ()g
Medieaid Sasmgs -1 0 a 55 235 450 . {740 1,304}
EITC Gutlays { i 25 74 100 195 . 198
SUBTOTAL, TRA&SITI{}\% ASSIS’I‘A"«:CE 40 920 1,325 1,585 2,200 £,070 6,850
IMPROVING GOVERNMFNT ASSISTANCE (’IG&}
H h -
Remave Two Parent (UF) Rz:sirzcﬁcns‘ 0 0 158 295 3507 @ ., 1,430
Il}Mumz}emerpnse Demonstrations 0 . 0 his 25 o 70 ;0
Generaliv Conform Resource Limit aed Exclusion ol : '
Rules to those of Food Stam&s ) 6 0 35 133 200 - 420 860
izicrease by 25% Territories’ Caps and | ; . i
A Bierg JoTation oy ‘ 40 T N
ers ' - .
SUBTOTAL IGA s, | gi : 54{}3 0 268 é{‘?’S - éeo 1,300« - 938 |
v ; i’
Tribal TAP &\}OBSM{}R}G&HHsk ' 0 40 50 58 70 - 213 218
Research and Evaluation TAP {J/W/AR) ’ .o 0 40 .58 55 35 . J&a ;180
Adjustiment for first year implementation ) (300) 0 D ¢ ‘@) - (300)
GRAND TOTAL ! . 3 o' 1,650 2,51§ 2,820 3:855 v 10,388 10,770

¢ £
Nowe I Parentheses éwme savmgs

f
Note 2 Five Year Federn) estimates represent the {e{%amng state mazs:iz ratest services &b 66% (JOBS match+43 tn 1996 end 1997, &2 68% in 1998, 3?:2 at ?0% in 199%;
benefis ot current match rates; child support s matched st rates specified ko the hypothetical plan; comprebensive dembustration graats,
teenage prevention graats and 1DA snd wicroenterprise demonstratign greats are matehed at 160%; and sl other dertonstrations are matched #t 90%.
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PRELIMINARY DRAFT

FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFOQRM PK().{’{}SAL
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL %
(By fiscal year, in millions of dollars)

it
H

. !‘
s'l

§ "5 Year 5 Year
1998 1999  Federai { Total

. . 1905 1994 1997
PARENTAL RESPONSIBILITY ~ » ‘ ‘
Minor Mothers ¢ Eﬁﬁ}g %i}g éZ{}g %25% {85; %] 3{?
~o Addittonal Benefits for Additional Ch;%éreﬂ g i¢ 25 40 45y, (1200 . (390
Teenage Parent Educational Attainment ¢ 5 ] 3 5 20 20
Camprehensive Demeodastration Grants 20 20 2 20 20 100 100
Teenage ?r%nancv Prevention Grants 20 40 6U 80 1) 300 300
Access sad Visitatlon Granots b 5 16 10 104 4 40
Child Support Assurance Bmwnstratmn_s 0 : g 25 50 65 Mg 155
Child Support Enforcement . } t E .
Nt Effect of Child Support Proposal 50 y 17 194 {215 (288 | (142) - {1,129)
Cempzier Costs ) 14 43 &0 59 U oi.. 227 253
64 160 254 (15’23 . 361 5 ES?%S}
SURTOTAL, PARK&T&L'RES?QV&!B!LITY 109 200 32? (52 06y, 480 781
MAKING WORK PAY ‘ ‘ L o
¢
At-Risk Chitd Care Expenditurés 0 190 275 435 O L EJ 2150
State Flexibility on Earned Incere and : :
Child q'ﬁ ort Disregards g 0 220 255 i 530
OTAL,MAKING WORK PAY 0 190 495 700 i; 055 . 2,440 3,630

Note It Parentheses denote ssvings,

s
i

i
Naote 2 Five Year Federal estixmm regresent the' %”ﬁﬁwmg stme match rates: vervices st 86% {JOBS msmh%i} in 1996 and 1997, 8t 68% in ]9% mé at:70% in 1999;
benefits #f current mateh rates; child support i matehed at rates specified in the hypothetical plan; comprehensive demonstration grants,
teenage ;sraevermzz grants and H}A rod microenterprise demonstration granty are matched 83 1{0%; and alf other demonstrations are mau:hﬁi 3t $0%.
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June 7, 1994

Supporling materials for weltare reform cost-estimates

- iy

“Year-by-year, section-by-section gross ¢osts (and savings) for each of AFDC, -

Medicaid, the Food Stamp Program, and, as appropriate, EITC. (So far, we
have received HHE estimates at this level of detail only for the child suppon
title A program-by-program break-out of cost avoidance estimates has not -
heen received yel, Bul resolution of remammg other issues i weil undemay}
Resporzses e} questzms zzz May 5 memorandum from Sawhill to cz»z:haws on-
cost estimales,. LT "
Hesponse iz} list of cost and savings guestions list given by Bavier o Qellerich
on May 27 {identified many spacs provisions that did not seam 1o be included-
in earlier cost estimalas and z’&{zuested back-up data and discussions on other
Besues.)

Other cost estimating questions passed back in review of legisiative specs and |

bill language {e.g. automation costs and timing of savings dependeﬁz on
autmmazxm} ,
Background. déta and caica%a{ ions necessary fo understand and assass some
cost-gstimate descriptions in HHS "COST ESTIMATE MEMO FOR
COMPONENTS OF THE ADMINISTRATION'S WELFARE Q&?GF{M .
PROPOSAL - E}R%’T SUBJECT TO CHANGE"

for example Ffmal pza;&ctxon of yearly caseloads in each status of JOBS and

WORK programs {i.2,, deferred, in JOBS and paricipaling, in
JOBS and not participating, in extensions, in WORK program siof,
on WORK program wailing list, npt phased-in).

Spreadsheet showing how JOBS and WORK cost estimates are
buit up from caseload estimates, unit costs, and interactions ¢f |
- ProVISIons.,
Documentation and spreadshest back -up for Medmzé estimates
{and more comple%e gocumentation: aad back-up tor Food Stamp
Program estimates). - . :
. Supperting research.and spreadsheset dala underlying savings |
- impacts of programs for non-cusiodial parents. - .

ety

-
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low-income working faphlies who have never been on
welfare but for whogp/assistance 1s essential to enable
them to remain in phe workforce and off welfare. -

x rTrangitional Assistance Followed ﬁy Work

. f’ﬁa 40 not need a welfare program built arcund. “income mainte~ .

Zom lanance” -« we need a program bullt around work... Everyone has

¥. ] something to contribute.

L waelfare bureaucracy to tonvey thé message that everybody is
v ‘.. .| expected to move toward work and independence.. .

£

We need to tranaform the culture of the.

- Re gnvision a-

system whereby people would be asked to start on a track toward
work and independence immediately, with limited exemptions and

.| extenslions. Each adult would sign 2 social contracgt that spells
out their oblligations, as well as what the qovernmant will do in
return. - Our proposal calls for: -

3 pakd Bveryone who recelves cash support is
expeated to da sameth&ng to-help themselves and thelr
community. The regquirement applies to those who are :
preparing themselves £or work, and to those who are :
currently not ready to work. Those who ars unable to work

due to disability or other reasons will be expected to do
something for themselves or their community, but will not be
subject to time limits until they are ready to engage in L
training, education’or 3job placement services.

programy, As soon as yaap'~ bagin receivinq 9ubii¢
assistance, they will sigd a personal responsibility
contract and develop an fmployability plan to move ‘them

into work as quickly a¥ possible, Many will get jobs
guickly--in weeks or fSonths--after assistance with job .
search and job prepgration. Others will spend time in "
education and trajfiing services as needed. The program '
will be closely gbordinated with existing mainstream
education and ¢faining programs including current and

new Labor Depgftment programs (the Job Training _—
partnership Xct and the Workforce Security Act), :
School-to-pork programs, vocational and poathecondary 4
education C

e

‘People who are able to’wark will he'
limited to two years of cash assistance. Most people
are axpected to enter empln,»ant_well before the two

L

x4t the end of two -years will be requlred £o work™
;,*a private sector, community service or public sector~' .
job. The®T are Intended to be real, wofk-for-waqes

i



jobs. The program will be designed to favor unsubsidi-
zed work and to ensure that subsidized jobs are short-
term and non-displacing. - - -

Reinvanting Government Asgssistance
A major problem with the current welfare .system is its . enormous

complexity ‘and-inefficiency’ It-consists of multiple programs
with different rules and requirements that are poorly coordinated

and ¢onfuse and,frustrate recipients and caseworkers alike. .

Waste, fraud and abuse can .more- easily arise in such an
environment. .

The real work of encouraging work and responsibility will happen
at the State and local levels. The Federal Government- must be
clearer about stating broad goals and give more flexibility .over
implementation to States and localities. Our proposal calls for:

A1) aJltt RN OVEeL Heelblves Gl

The administrative and regulatory
program structures of AFDC and Food Stamps will be rede-
signed to simplify and coordinate rules and.to encourage
work, family formation and asset ‘accumulation.

L In addition to incentives
for clients, incentives ‘will be designed_to bring .about.
change -in the culture of welfare offices with an
emphasis on work and performance.

A NEW BEGINNING

Transforming the social welfare system to one focused on work and
responsibility will not be easy. There will be setbacks. We ¢
must guard against unrealistic expectations. A welfare system
which evolved over 50 years will not be transformed overnight.

We must admit that we do not have all.the answers. But we must
not be deterred from making the bold and decisive actions needed
to create a system that reinforces basic values.

Three features are designed to ensure that this plan is only the
beginning of an even bolder and longer process: T

First we. see a major role for evaluation, technical assistance
and information sharing. As one State or locality finds

strategies that work, the lessons ought to be widely known and
offered to others. 'One of the elements critical to this reform |,
effort haa been the lessons learned from the careful evaluations

‘done of earlier programs. .

——,

Second we propose key demonstrations designed to explore ideas
for still bolder innovation in the future. Lessons from past

demonstrations-have been central to both the development of the
Family Support Act and to this plan They will guide continuing

innovation 1n§f tae future. - .

-t
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- Parental Responsibilicy X

Summany R GComMmERDATI NG
“ENTRODUCTTON-

Cur..eurrent

w%li&ra ayatam seems at oéds with the core valuea Americans Bhara*pfféiéﬁ,
_ and responsibility. While we believe that work is
contral to the strength, independence and pride of American
familiaa,«in reality people who go to work are often worse-off ﬁ:.
than those ‘on’welfare. Instead of giving ‘people access to -~ -

4]
A

-aducation,training and employment e the welfare system is

driven by numbingly complex eligibllity rules, -and staff
regources are spent overwhelmingly on eligibility determination,
benefit calculations and writing checks. The culture of welfare
offices often seems to create an expectation of dependence rather
than independence. HNoncustodial parents often provide little or
no peonomic or socdial support to the children they parented. And -
single~parent families sometimes get welfare benefits and other
services that are unavallable to equally poor two-parent

families. One wonders what messages this system sends to our
children about the value of hard work and the importance of
personal and family responsibility. Welfare reform is designed

to give people back the dignity and control that comes from work

and independence, It is about reinforcing work)aﬁd family - .

opportunity’and responsibility. :

The current system pays cash when people -lack adeguate mean¥ to '
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 families,
The proposal emphasizes that work is wvalued by making work pay.
It zignals that people should not have children until they are

wbple to support them. It stresses that parents--both parentgw-

bave responsibilit} g, ko support their children. It gives people
access to the Q&a&éﬁ%&ithey need, but also expects work in

return., It limits cash assistance to two years, and then
reguires work, preferably in the private sector, but in community
service jobs if necessary. Moat importantﬂ@k it reguires :
changing the culture of welfare offices, gettzng them out of the

aﬁagh—wa&b&nq buainess and into the  sads d
\"‘"- \av ‘511!\0. A

b v fnd \c, 1oby &J oim
: ohmribig chls ™= ey 3%\‘?‘3{2&9:#% HRIR
Ultimately, this plan requires changing almost everything about - jebs.

the way in which we provide support to struggling families. To
achieve this vision, the plan has_four main elements.

MAJOR THEMES

'
P #

if we are geing to end long~term walfare dependency, we must do

" everything we can to prevent people from going onto welfare in

the first place. Families and communities need to work together
to ensure that real opportunities.are available for young people,
and they must teach young people that men and women who parent


http:oppo~w.ni

children have responsibilities and should not become yaranta'

until they are able to nurture and support their children. We
also need to make it c¢lear that both parantgaewsste hova

reaponsibilities to aapport their chiiﬁr&n Our proposal calls

far*
. . The child sybport enforce-
T . ment system will be strengthened to englure that awards
- are established in every case, that fgdr award levels
are maintainéd and that.awards that gfe owed are in : o
. fact collected. Demonstraticns aﬁ‘_agld support .
agsurance and of programs for noncuftodial parents will
' be conducted. - X
- . hers, ¥esponsible family

ANng % {on. Minor n*ﬁhars will receive
3pecial case m&xagem&nt servicel snd will be required
to live at home and stay in school to receive income
support. Access to family planning will be ensured., A
strategy for investing in ang learning from programs to
pravent high-risk behavior ghd teen pregnancy will be

pursued. -

) i 8 Lo promoete two-pa 5 fes, We will gravi&&
better suppmrt for two-pg ent fam&liaa by eliminating or .
reducing the current biak in the welfare system in which
two-parent families arefsubliect to more stringent eligibili-
ty rules than single-pgrent familiaes.

Making Work Pay

Work 1s at the heart of the entire reform effort, To make work
*pay” for welfare recipights, we must provide some support for
working families, and enBure that a welfare recipient is
economically better off fby taking a” job. We see three critical -
components to making wokk pay -- providing tax credits for the °
working poor, ensuringfaccess to health insurance, and making

child care availabla, gur proposal calls for: N

H

. Heal = reffrm,. An essential part of moving people from
. welfare ta worl is ensuring that working persons get health-
- -  protection. The current system keeps people from leaving . ..
' welfare for f ar of laaing their health Iinsurance. o '

* ALY ANCE avmbnt of the Earped Income T edi y
#  The axpande EITC mmkesa it possible for lowmwaga
workers to Support thelr familles above poverty,

“ pfforts wifl be made to help families receive the BEITC

on.a requfar basis. ) N o
. Child cafe for the working poo: In addition to
ensuring chzld care fﬁt participants in the transition~-
~al ass¥stance program and for those who transition off
welfarp, child care subsidies will be made available to



SUMMARY RECOMMENDATIONS - -

Our current system seems at odds with the core values Americans share: work,
family, opportunity, responsibility.” While we belleve ‘that work is central (5 the strength,
~independence- and pride of American familics, in reality, people who go to work are often
-worse off than”those on welfare. Instead of giving people access to needed education,””
training and employment, the welfare system is driven by numbingly complex eligibility
rules, and staff resources are spent overwhelmingly on eligibility determination, benefit

calculation and writing checks. The culture of welfare offices seems to create an
expectation of dependence rather than independence. Noncustodial parents often provide
little or no economic or social support to the children they parented, and single-parent
families sometimes get welfare benefits and other services that are unavailable to equally
poor two-parent families. One wonders what messages this system sends to our children
about the value of hard work and the importance of personal and family responsibility.

-

This welfare reform plan is designed to give people back the dignity and control that
comes from work and independence It is about reinforcing the values of work, family, -
opportunity and responsibility. The current system pays cash when people lack adequate
‘means to 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 families. The proposal emphasizes that work is valued by making work pay. It
signals that people should not have children until they are ready to support them. 1t
stresses that parents--hofh parenfs--have responsibilities to support their children. It gives
people access to the skills 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 important, it requires changing the culture of
welfare offices, getting them out of the business of writing checks and into the business of
finding people jobs and giving them the skills and support to keep those jobs.

Ultimately, this plan requires changing almost’ cverything about the way in which we
provide suppost to struggling families. To achieve this vision, the plan has four main
elements, - -

- . . . N ‘- .

"MAJOR ELEMENTS

Parental Responsibility
. L - -

If we are going to end long-term welfare dependency, we must do everything we
can to prevent people from going onto welfare in the first place. Families and communities
need to work together to ensure that real opportunities are availabie®for young people, and
they must teach young people that men and women who parent children have responsibili-

- e
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ties and should not become parents unti] they are able to nurture and suppart their children.
We also need to make it clear that both parents have respanszﬁzi;izcs fo support their

— chlldren Our proposal calls for: .. - N . -
Prevention ‘
"o A wational compaign against tfeen pregrancy, which sets clear goals of - o -
C e --opporiunity- and responsibility for youth, and draws on all segments of society and
.t Bovernment.. - s

. - - —

Requiving minor mothers 1o live at home, with their parents oy a
responsible adult - not receive a separate check for setting up a separate houschold,
P , . * -
; o State oprion fu il additional benefits for additional children
conceived hy poreniy on welfare, _ ' :

a

Child suppart enforcement. -

g

'
{niversad paternily estabfishment, preferably in the hospital. Suiat .
penalties for woman seeking AFDC who do not cooperate in wdentifying and i m,ii:z;:3
the father. Scrious financial incentives to states who do not cs‘t‘lbizsh p&iamw Onee
7 the mother bas cooperated, - : e~ .
- Comtral child support regisiries «in every state, © track ;mgmcm&’ "
and take prompt action when money isn't pad.
A national regisiry of child suppori awards and a nattonal regisiry
af new hires based on W-4 reporting so that delinquent noncustodial parents can %}e
- tracked quickly and easily across state lines.

Regular updating of awards.

New measwres to penalize those who refuse o pay - from ficense ' -
- suspension to (RS enforcement. - ;

A new progrom of reqiired work and training ﬁ)ﬂ mert whis owe chitd

.
e M

w;};x}rz aind ﬁ;z? i iy e o

e

- Demonstrarions of parenting and access programs and child support o
< EERNHFTHHE R PR . N : &
. ] ' - - oo
o : il .
Suppert for Working Families .. .= o L ‘ . . :
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One of the greatest perversities of the current system is that people on
welfare often have higher incomes, better health protection, and greater

access to child care than working poor_families. This plan is designed to help ..
~ families support themselves by going to work not staying on welfare. The key

elements are:

Earned Income Tax Credit (EITC). The- expanded. EITG-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. - " '

Health care reform. Too many people go on welfare and stay there because

. ‘they cannot find work that provides health coverage for their families.
An essential part of moving people from welfare to work is nkurm;_, that
working persons get health protection.

. Child care for the woiking_poor. In addition to cnsuring child
care for participants .in the transitional assistance program and
for those who transition off welfare child care subsidies will be
made available to low-income working families who have never been
" on welfare but for whom assistance is essential to enable them to
remain in,the workforce and off welfare, ;" . -

Replacing Welfare with Transitional Assistance and Work

We do not need a welfare program built around “income maintenance" -- we

need a program built around work. Everyone has something to contribute. We

. need to transform the culture of the welfare bureaucracy to convey the message

that everyone is expected to move toward work and independence. We envision a

system whereby people would be asked to start on a track toward work and
independence immediately, with limited exemptions and extensions. Each adult
would sign a social contract that spells out their obligations, as well as

what the government will do in return. Qur proposal calls for:

Full participation. Every able-bodied individual who receives cash
support is-expected to do something-to help themselves and their
community. The requirement applies to those who are preparing
themselves for work and to those who are currently not-ready to work,

_Those who are unable to work due to disability or other reasons will be...

expected to do something for themselves or their community, but will not -

be subject to time limits until they are ready to engage in training,

.=~ edugation, job search or job placement. L oo™

e
1
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A reformed JOBS prowram. The focus of the welfure system mwust be
changed from a system focused on writing checks and verifying

circumstance..to one geared toward helping people move rapidly 1o : —

work. The Family Support Act offered the first clear vision for
converting welfare into a fransitional system, But the vision was
not realized, in part due to insufficient resources, but also

because most welfare.offices -and recipients never got the message:

-

N -

A reformed JOBS program would include: : e

Puersonad Kesponsibility Confract.  In order to receive assistance, -
people will have to sign a personal respounsibility contract that spells
out their responsibilives and opportumities, and develop an cmploy-
ability plan to move them into work as quickly as possible,

Job Search First, Most recipients will go through supervised job
search as the first step of their employability plan_ Anyone wking
part in the JOBS program will be cequired to take a private sector job if
otfered. -

A clear foeus on employment. Too many programs seom 16 worry ittle
aboui whether people actually get jobs and keep them. The plan will
attempt to build bridges between the welfare office and .the povate
sector.

-

Integration with mainstream education and fraiting programs.  We should

not have a separate system for welfare recipients; it ought to be
integrated with new and existing programs (n the community.

mphasis on worker support ence o persopr is placed i a job. The most

effective programs’ do more than try to find someone a job, they offer
help so that person can keep the job,

Time limits, Individuals who are able to work will be limited to

two years of cash assistance.  Most people will be expected to

enter employment well before the two years are up. Mothers with "~ _

infants, people with disabilities that limit work, and those who

care for a dizsabled Thild will be placed in a JOBS -Prep-program,

and not be immediately subject. o the fime limit. Exiensions -~

would be granted in a limited-pumber of cascs such as those who

necd 1o complete high school, or peaple who need more time because -

of language barriers, L - ~
" - b

A WORK program. Those people whoare still.unable to find work at the end

< of two years will be required to work in a private sector, commdnity

- T
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AP

service or public sector job. Instead of welfare, states would be

expected 1o provide temporary jobs for those who have exhausted their

time himit and cannot fiod unsubsidized private secior work, Key -
elements af’ the WORK program include: '

H"orﬁ’ for Wgzge.s‘ ned Workfare,  States would be expected to place -
persens in subsidized jobs which .pay a paycheck. Recipients would isaw -
the-dignity and responsibility that comes f‘ra,zz areal job, : -

Flexible, community bused program. --S!aies wpuld-be able to use money
which would have been spent on welfare and an additional amount for
adminisiration o place people instead in subsidized private jobs, with
Jocal community organizations, or in public service employment, The -
program wiil have close Hinks 1o the local community,

Strong private scctor emphasis. The strong emphasis will be on placing
people in subsidized private sector placements that witl lead to
unsubsidized work,

Non-displucing jobs,
existing workers.

These jobs will be designed to avoid displacing

Keeping stays in the WORK program short. 1o discourage foug-isrin stays
in the WORK program, the pian 1ncludes limits on the-duration of any one
placement, frequent job search requirements, no BITC for those in
subsidized work slots, and a comprehensive reassessment for peeple

after two placements.

Special rules for placey with high unemployment.  Places with very high
unemployment may be granted special exemptions and added {inancial
support. )

Dollar caps on the JOBS and WORK programs.  To control costs, these
programs will be capped z.zz{zzfemems wnh fixed dolar-amounts designed to meet
the projecied Cﬁ‘%{?if}ﬁé -

»~

Reinventing Government Assistance -
A major problem with the current welfare system s 15 enormous complexity and
inefficiency, 1t consists of multiple programs with different rules and requirements thal are
poorly coordinated and confuse and frustrate recipients and caseworkers alike. Waste, fraud
and abuse can more easily.acise i such an environment. >

B R PrE— * -
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The real work of encouraging work and responsibility will }iap;wz% at the State and

focal levels, The federal government must be clearer about stating broad goals and give
~more flexibility over implementation 1o states and localities. | Our proposal calls for. ' —

e
sty

e,

"

Worse still, food stamps has different rules and different accounting procedures, ¢

Coordination, simplification and improved incentives in income support programs,
The administrative and regulatory program structures of AFDC and Food Stamps
will be:redesigned “to simplify and coordinate rules-and fo encourtage work, -family

Jormation and asset accomulation. ~Changes include: L.

- * ..
Eand rides whick discrimingte against two-parent fiunilies. The 100 ‘ .-
hour rule and quarters of work rule which apply only to two«»pa{enz faml!lex would -
be repealed.
, . v
Allow families 10 own a reliable automobile. Current rules prevent
those on AFDC from owning a car with an equity value of more than $1,500,

Aflow states fo reward work. Current Jaw requires states to reduce
benefits by 81 for cach $1 earned.  The proposal would give states the flexibility o

reward work,

w  Allow families o accumudate sovings. The proposal would allow . =~
families to set up Individual Development Accounts which could be used for
specific purpeses without losing eligibility.

P . A st

A performance-based system.  In addition to meentives for clients,- incentives

" will be designed 1o bring about change in the culture of welfare offices with

an emphasis on work and performance.

Accountability, efficiency, and reducing fraud. The plan c¢alis for significant
gxpansions in the use of technology and tracking systems 10 ensure accountability,
efficiency and fraud reduction.  Among the advancemenis would be:

A nariomwide public assistince clearinghouse, which tracks people ‘
whenever and wherever they use welfare. Such a system is essential for keeping the” -~
clock in a time-limited welfare system. Persons wiil not be able to escape their

o

-responsibilities by moving or-by tryifig to collect ‘benefits in-two Jum{izwam» =

simultancously - - —

- o

State tracking sysiems which folfoase people i the JORS and. WORK
programs. - These systems will ‘ensurc that people are getting-access to what they
deserve and that they are boing held accountable if they are failmg to mect their
obligations. _Each state will be expected o develop a rracking system. which

I o e St e



indicates whether people are receiving and participating in the training and
plicembnt services they are expected to, o

- F—, e - e * - - EIT -

. Projected Impact

-

Making all these changes overnight would severely sirain the ability of fedoral and
state governments to implement the new system, We recommend phasing in the plan by~

" starting with young people, to send a clear message that we are ending welfare for the next

generation.  The attached. tableg are based on starting with the youngest third of the =
projected caselond < persons born after 1971, who will be 25 and under in 1996 when the
new system i3 implemented,
- - e
Starting with that cobort of people, the system will be transformed.  Anyone born

after 1971 who is on welfare today and anvone born after 1971 who enters it subsequently
will face new opportunities and responsibilities. By the vear 2004, this group will represent
aver 60% of the projected caseload, as older coharts leave and new persons born afier 1971

enter. States wanting o move faster would have the oplion of doing so,

Teble 1 indicates the number of persons in various pans of the p't'ﬁgram by year
assuming this phase in. Note that because the states will need up © two years 1o pass
legislation and implement thetr svstems,.the program would not begin fully until Iate 1996,
Thus FY 1997 is the first full vear of implementation. The imal JOBS program staris up

" rapidly and grows somewhat over ime as more and more people are phased . The

WORK program grows over time starting with roughly 140,000 jobs in the first year when
people begin to hit the Hmit (FY1999) rising to roughly 560,000 by FY 2004,

Table 2 shows the impact of these changes for the phased-in caseload over the next
10 years, compared with what we project would be the caseload without welfare reform ;md
health reform.

-
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Projected Welfare and Work Status for Persens Bern after 1971

"t Who Would Have Been ob Welfare Without Reforms o
FY 2004 - Without Re- | FY 2004 -- With Reform

- form- - - ‘ T
Off Welfare . ) Tot0 5 22% )
‘Working with Subsidy 8% e sy
In Mandatory Education, 15% 26%
“Training, or Placement *
Not working nor in manda- 7% 2%
tory education and training, .
TOTAL ~ 100% wws . ”

Under the plan, we will go from a situation where three-guariers of the persons are;

coligeting welfare and doing nothing e return - neither working nor in training - o 2

siuation where three-quarters are either off welfare, working with a subsidy, or tn time-
limited training. Only those unable to work are outside the time limng, and even these

persons will have greater expectations and opporunities under the proposed system.

Transforming the social welfare system to one focused.on work and responsibility
will not be easy. There will be setbacks, We must guard against wnrcalistic expeciations, ;
A welfare system which evolved over 50 years will not be transformed overnight, | We must
admit that we do not have all the answers.  But we must not be deterred from making the
bold and decisive actions needed to create a system that remforces basic values,

"
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TABLE B » PRELIMIN ARY DETAILED COST ESTIMATES (FEDERAL AND STATE

Pl

,; &AW

H

|

¥ FOR ELEMENTS OF A WELFARE REFORM PROPOSAL TO BE ACCOMPLISHED THIRDU H REG{}LATIO\’

{By {iscat vear, in millions of dollars)

4

1384-

5Year! §Year ¥ ) A0 Year { 10 Year
95 1996 1991 1998 1999 | Total | Federal 2000 2601 1002 2003 Total | Federal

DMPROVING GOVERNMENT ASSISTANCE {1GA}

Set Avto Exclusions to $3500 Equity Yatue : .
AFDC & ) 30 L33 Gt 175 95 9% 35 108 108 110 580 375
Food Stamps . g o & ) 83 5 ® €5 > % & 45 5 {30 (30
Fodicaid i s : t 1 :

NET ‘ t vk ) ) LT 1 85 m §0 99 ¥ 95 100 193 0 345 -

Canform to Food Stamp Accounting Procedures | . ' : § !

AFDC : = B 240 156 355 1,200 660 263 275 288 288 305 % 2,628 f,445
Food Stemps 0 L] 0 G i G ] ] g <@ L ] & 0
Medicxid P : . ‘

NET ‘ 38 230 M 150 s 1200 660 268 218 188 295 st 268 1,445

Simplify Verification Procedire « : i o ‘ ' . : Yoy i f ;
AFDC Py HE 3 ) 2 2 {10} (5) a3 ) @ 5] 205 {16}
Food Sumps o L & @ a B {19} {15} 3 & & &, 0n £

A& . H [ . H
MET . ; Co i3 L i i3] {5 {25) T23) ® L m b @ . o] 153 30 (40

Microeterprises  « ’ : §

AFDC : ' 1 10 10 10 10 5% oF 10 13 1% i3 118 65
Food Stamps ; . YO0 100 108 110 115 530 540 120 120 130 135 149 LAY REL
Madicad - .

NET __ 110 (EC I T 128 125 38 560 130 130 145 . 156 155 12901 1240

GRAND TOTAL 1GA REGULATiONS 334 338 A88 420 - 4600 1,925 1 129D 480 <90 520 540 5601 45151 2,590

Note Iz Perestheses reprosect savings, Q 1

Nate It Al of (e abave vepreset l:xpem!lm on bessfits, Thevefore they sre mn!sdml at current rotes — 55 percent fadecal cogts for AFDE and 100 p&‘m federad costs for Food Stamps,
Source: HHSIASFE pafl extimator. Thess gatimates have been shersd with saff within HHS wnd OMB imz have uot been oﬂ“zuuiiy reviswed by OMB. Thes ;m}m:s da nr}é pegrescal & coaseniuy

resommendmion of the. Warking Geosp Co-Chairs,

4
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: o Y PRELIMINARY DRAFT .
- F’EI}ERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM PROPOSAL

- 4 FOR ELEMENTS OF A WELFARE REFORM PROPOSAL ¥ B
! . . {By fiscal yese, in millions of dollacs) \
- : K ‘ : S Year . 5 Year
' = 1995 1996 1997 1998 1999  Federal | Total
PARENTAL RESPONSIBILITY .
Mingr Mothers T 0 ‘ {2{:; %zog ézeg : 525; Ty §85§ izmg
No Additional Benefits for Additional Chiklren 1 tH] {8 10 i5 i5 45 . 320
Teenage Parent Educational Aftainment . . : G - & >, 8 5 2y 20
Comprehensive Démonstration Grants . ; 20 20 20 20 Pt ¢ 100
Teenage Pregnancy Prevention Grants =~ . 20 44 60 80 100 300 300
Access and Visitation Grants ! S 5 5 S 1t 10 10 440 40
Chitd Support Assurance Demonstrations 0 - 0 25 50 65 140 158
Chitd Sfa;ppurt Enforcement ) ' - o :
Net Bifect of Child Support Proposal - : 50 160 280 giﬁﬁg EZGG{ - 18§ 853
Medicald Savings from Caseload Reductions ' L i\ {73) 165 273} {515 905
Computer Costs i , S, g k21 ] 90 200, 360
+ 64 190 275 {i 8{33 Eii 35; ‘?10} g}"j{};
SUBTOTAL, PARENTAL RESPONSIBILITY S 233 365 {30 225 430 65
MAKING WORK PAY Loy " ' A SR
. At-Rigk Child Care Expenditures. X 0 190 275 485 765 : 1,685 2,200
Stete Demonstration Projects for Advanced Payments of EITC - ‘ 0 200 10 10 {170} & 50
State Flexibility on Earned Income und LA
Child Sy ;l)g) Disr ds g V) 215 245 285 745 1,518
SUE OTAL, MAKING WORK PAY 0 390 SO0 710 810 2,480 3,768
Note |: Parentheses depote savings. . ! ¢ \ '
Mode 25 Five Year Federal estimates represent the following state match rates: services at 86% (JOBS match-+ 3} I 1996 and 1997, 2t 68% in 1998 (JOBS aateh+7), and 8t 70% (JO

beaefits st enrrent muteh rates; child support is matched #t rates specified in the hypothetical plan; comprehensive demonatration grants,
teenage prevention gramis sod IDA and micreenterprise demoasteation grants are matehed at 100%; sod oll other demonstrations are matched 8t 50%.

] Tt ] + - o &
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s PRELINENARY DRAFT

FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM P‘ROP(}SAL {cont)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL

{By fiscal year, s millivas of dollars)

i

. #
G o1 i £ Year 5 Year
ot - 1998 1996 1897 1998 1999  Federal Total
: - Y
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK . G 0w Lo oo qo0 | !
Addmemi JOBS Spending ' 9 160 480 600 570 2,0 4,810
WORK Operations g G G 105 433 4 N
Work Expenses and Employer FICA 0 g H 40 160 380
Administrative Cos ’ s O . B 15 30 *30 150
Addmom&i {hald Care Spmﬁﬁff)r JOBS g 235 320 410 470 1,435 1,533
L hild Care &Eendn?af;:-r g 0 0 75 255 370 §30
Transitional e & ¢ 4% 90 128 280 63
Child Care Momtanngsaml Licens 4] 15 15 i5 15 &0 120
Chitd and Adult Care Feeding Pz“ogmm {aii clukl care) 0 25 45 bt 108 245 245
Non-Custogial Farent JOBS/WORK ¢ , 0 10 20 30 s ' o1 125 ;
Enhanced Teen Cage ement i 0 &5 75 20 a0 330 475 ¢
ADP Federyl and State Systems i 110 223 265 140 &0 8O0 < 1,000
Enhanced Administrative Efficiency t Y ] (25} {120} {1253 (270% (430)
Caseload Reduction and Sanctions , o 0 0 90) (235 325 (650) (1,180
Food Stamp Savings . ’ 4] 0 303 {?@% ;l%i §2.55$ {Zﬁﬁi
Medicaid Savings 0 0 35 (233 450 40§ (1,500
Medicaid Plug B RS 0 s 45 55 115 .
EITC Ouﬂz_xjy ) 0 0 - 9 25, 70 98 95.;
OTAL, 1"'X“R}‘&NSIT[{)“%«}‘!‘,{,‘ &SSI}S‘TANCE f S § 1 935 LIS 0 1,108 1.575 4,840 5,640
IMPROVING GOVERNMENT ASSIST&%CE (IGM ‘ ‘ » )
Remove Two Parent (UP) Restrictions R 0 o 155 29§ 150 8OO 1,430
Z'I)Afhllmiez‘pme Demonstrations : 0 i 15 25 36 70 10
Generally Conform Resource Limit and Exclusion :
Rules to those of Food Stam . : $ 4] 85 138 00 - 420 800
Increase by 25% Tervitories’ agx& and A 1 i i
Adiust for Inflation ' 4 0 39 35 30 20 90
i Others \ - - (40 gm {30} (20 20 {20) (440
SUBTOTAL IGA v RSN §4e§ : 10; 255 465 40 1,360 928
’l‘ni;ai TAP JOBS/WORK) i 0 30 35 40 45 150 150
Evaluation ‘Z‘AP‘ (.IfoAR} 3 1] 40 45 58 35 ?;i%\ VST
Ad;us:mmi for first year mpiementaﬂoz: 0 38 Q 0 _ 0 {)0—’}/, {300)
GRAND TOTAL - . 178 1,326 2,318 2,328 2 560 . 9‘,‘1’“3% 2,890

Rote 1: Pareatheses denote savings,

i

H
Note 2: Five Year Federal estimates represent the foliowing state match rates: services al 56% {JOBS match+ 5 in 1996 and 1997, 5t 58% In {948 (FOBS match+ T 208

benelits at eprrent mikelh rates; child support & matched at rates sperified in the hypothetical plan;
teenage prevestion grants aod ina sod wicrocpterprise demoostration graots are mau:md at 140%; an

. 1 ‘r
iy

-

H

rehensive demansteation grants,
2l other deonstzaicns are matched af 0%,
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b ' , Summary of Administration’s Weltare Reform Cost Estimatés

) .4 (By liscal year, in millions of dollars) ! ) i , ;
} 5.Yéar Budget Outlay Totals
19585 1956 1997 1558 1999 Federal State Combined
Transitional Assistance Followed by Work ' i : T
Additional JOBS Spending j 0 349 709 819 a21 2,798 ' 447 3,245
WORK Spending ; 0 4] 0 205 762 967 472 1,439
Nan-Custodial Parent JOBSMOHK (Gross) . 0 34 51 97 120 302 135 437
Additional Child Care Spending for JOBS/WORK/TCC 0- 320 525 715 1,065 2,625 \ :.?70 2,995
Investments in Autorg'latfon 115 . 230 " 270 145 i 65 azs 205 1,030
Subtotal ‘ ) 115 835 1,555 1,980 | 2935 "i7s520 Y 1,830 9,145
Savings 0 80} (2(::;5) {480y - {615) (1.420) (1.020) . {2.440)
Medicaid Impact On Transmonal Assistance 0 0 (35} (150) ! (285} (470) {355} {825)
Subtotal, Transltional Asslstance 115 855 @ 1.370 2,035 5.630 255 5,880
Making Work Pay . _
Working-Poor Child'Care Expenditures 0 160 280 380 640 1,460 1. 333 1,763
State Flexibility on Eamed Income and
Child Support Disregards o o 50 60 80 . 190 350 540
Medicaid Impacts for State Flexibility ' 0 0 125 140 160 | 425 320 745
State Demonstrations to Advance EITC 0 200 10 10 +{17Q) 50 P T 50
Subtotal, Making Work Pay o 360 . 465 590 710 2,125 1,005 3,130
Parental Respons[blllty s ) , . |
Teenaga Pregnancy Provention Grants 8 40 64 84 104 300 7 307
Child Support Enforcementj 60 i85 a50 o] 7o) - 525 {535} {10)
Medicaid Impacts for Child Support Enfarcement ¢ ) 45) {103} -{175) (3_25)3 {245) {570)
CSEA Democnsirations 1 3 29 57 73 1162 , 18 182
State Option to Limit Additional Benefits 1o v :
Additional Children 3 v (5) (10) (15) {15}y | ©,(45) (260} (305)
Minor Mathers V] (15} {135) {15) (15) ', (60) (50) {110}
Madicaid Impacts for Minor Mathars 0 {10) (10} {10) {15) ) {45) i (35) {80)
Subtotal, Parental Responslibitity o 70 200 365 5y {115} ! ;’ 510, - - {1,100) . (585)
Improving Government Asslstance (1GA) ] ‘ i :
Remove Two-Parent (UP) Restrictions o G 45 85 105 235] , 225 460
Madicaid Impacts for Rernoval of UP Restrictions ) 0 80 160 235 - 475 355 830
IDAMicroenterprise Demonstrations O ¢ 10 20 20 50 Q 50
Conlorm Resourges Limit, Income Def and Other {45} {15} 45 60 50 135 (135) 0
Medicaid Impacts (IGA)’! \ ; 0 10 20 . 55 g5 180 136 316
Subtotal, IGA ’ " (45) (&) 200 380 545 1,075 580 1,655
TOTAL - | " ; 140 1,310 2,285 2,335 3,175 8340 | gﬁ 10,080
T°§HLFH &gqéﬂapggmgw%]slons 130 1.010 1,600 1,355 ! 1,845 ! 6,040 . {609) 5,426

-
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! K By fiscal yasr iz m:thons of dollars] :

{ boe
"t i

' - ¥ 5-Year Hudget Authorlty Tolala
- ; : 1995 1996 1997 1998 190 Fedaral State  Combined

Transitional Ass!s;zlanm Fallowed by Work . } ‘ ;
Additianal JORS Bpending G T 660 737 B39 2,948, , 470 34145
VHORK Spending » + Q 0 0 Co 233 84:1 1075 T %28 1,800
Hon Cusindial Farent JOBSANORK (Gross) 4] 40 55 105 125 T 325 145 470
Additional Child Care Spending for JQSS.‘W(}RKZTCC 0 320 525 715 1085 -£.825 i 370 2995
trvaestments in Autamation . 115 23 270 145 £5 ’ B2S P R0S 14830

Subtotat -' pPR 3t 1,300 1580 1,985 2935 7795 ARAL 9510
Savings : , S0 ®0) + (265} (480) @), {14200 (1000} (280)
Metlcakt Impact On Transiiions! Assistance ' 0 & N Y {150} ez B {670} (355 &25)
Subtotal, Transitional Asslstance . 115 1,200 1,230 1,325 2008, s805 ' 340 67685

. N ' H
Maoking Work Pay . . . . . ; . . ;
Working-Poor Child Cara Expendiures 0 200, 300 400 700 3600 ©oass . 1965
State Frexikiity on Earned incoms and ' ’ '

Child Support Disregards & o 3 . BD ¢0 86 T+ B - 1 540
Hedicaid imp?{:ts Yo Blate Floxibility & ¢ 128 144 FEE R 4’25 420 4B
Ste Qemenstrations 1o Advance BITC 0 200 10 0 {170}:, - .80 0y O 50

Sudtolal, Making Work Pay © . D 400 485 610 770t - - p2e8 1088 3308

» . ’ B i} - ’
Parentat Hoaponsibility L : :
Taanage Frognancy P:evemmn CGrans A% 652 83 1903 123 410 . ELOIN AR0
Chdid Suppont Enioreament 640 188 350 ¥ 7o BES T{BaE i {13
Modiceid Impacts for Child Suppont Enmc&mmﬁ [l 4] {45} {10%} {175} {aeh) {745} (570}
CEEA Demonstrations - i 3 a3 58 73 i7¢ 20 190
State Option o Limit Additionat Benstits to . ’ .

Addiional Chiidren ! .o 0 (53 {10} {45} {153 - @B L 1260) {305}
rinor Mothers # o {15) {15} i3y, (18) ¢ (60} LB . (10
Madisaid impacts tor Minor Mothers 0 {103 ‘{t{% (19} {18} i, (45) ¢ {45 (60}

Subtoetal, Parental Respoasibility h i) peatetd a8 B0 - A% facy ) {1,005} {4£5Y
improving Goverament Asslstance (1GA) ’ ' . £ '

Romove Two-Parent 4P Restrictions & O 45 85 105 235 225 480
Medicaid impasts tor Ramoval of LUF Rastrictiony g g 5% 160 235 475 55 Bag
DaMisrosntarprise Demonstrations i . 9 o 10 20 20 BO 4, 9 0
Conlorrn Resoursas Limit, income Dal and Other 1G5 45} {153 45 ety o9y 180 !{,i (130 &
Medisald Impacis 4} G 10 . RO 55 0L 185 140 a8s

Sustatal, IGA (1)) &) 200 eleie 845 1A78 . 'Bse 1,665
T0TAL 175 1,635 2,080 2,330 2,055 9,875 870 10,755

Tolaiof Stazeegandaiq}w Provisions t 130 1.375 1,555 1,310 1.945 5,316 k {518} 5800
T : . : R : e u

e :

Gnmd

wi

o



Office of Mgmt and

SUBJECT: Teday’s 7:30 meeting
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The topic was performance measures and QC. Mary Jo handed out a

E
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TO: _ {See Below) voTEe ]
FROM: _ Richard B. Bavier . -

- Budget,

HRVL -
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short paper that was a little more detailed than the version we
(1’11 distribute it.)

got in the package last week,

Mary Jo’s general appreach,is to have higher matching rates for

JOBS {and, it developed, WORK)}-based -on states’ success in ]
exceedinyg targets for self-gufficiency, service delivery, and ths
nunber of families hitting the Ltwo=~year limit. In addition, she
would expand the notion of erroneous paymant to include

Foutoome~based" measures.

L

The discussion agaln revealed how much still needs to bhe done in
Even leaving development «f the

_thinking proposals through.

aotual meagures to the Secretary (in consultation with gtates and.
other “stake~holders"} basic design issues 'still need to be
addressed, such as whether increased matching appllies to gpandlng
during the periocd of the good performance (and so would be
retrospective}, and whether the intent is to reward {and punishy)
the extremses of behavior, or.te try to fine tune state efforts.

Most significantly, after Wendell ruled that guasgtions about zéwer
matehing for WORK costs than for JOBS,

3

and lower benefit matching .

for those on WORK waiting lists, wére out of order in yesterday’s
these issues weren’'t mentioned at -
all in Mary Jofs paper. On guestioning, she indicated her-

proposal «would be to substitute her performance measures for the
lowar natching prapo&als for QORK and walting lists.

discussion of matching rates,

e

It pscame clear that stataﬁ would have no reason, to put people

-into WORK slots, rather than on walting lists, Jf the only paﬁalty el

they faced was lower matching for non-benefit WORK slot costs.
ACF staff will come back to the group with some .proposals.on this

issue..

vy

It seems to we that it will be hard to craft a realistic matching
rate scheme to effectively deter waiting lists. It’s one of those
issues about coherence of the current proposal that keep rattling



et

e

Soistribution: . -
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“around and never guite gef engaged.

Suppunse a stats has a 50 percent match rate for a $400 AFDC ,
benefit. Because we’ve made the WORK slots so hard to develop and

. schedule, people will tend- to coliect-on the waiting~lists. The

policy option HHS favors is to reduce the benefii match to
make-waiting-lists-not-pay for states. - -

™ s b

on average, the cost of a"wark. slot ‘will be $300 to 5400 per
month., If child care is nee&eﬁ it will-cost another 3250 to
$300. Assuming & 75725 split, the state’s share will be around
3150, - : o

To make-wajiting-lists-pot-pay for states, benefit natches for
mothers who nged child care to WORK would have to be reduced more
than $150 (what the state would have to pay for the WORK slot and
child care). In the S0 percent FMAP state near median AFDC, you
would have to reduce- federal matching more than 75 percent -[from
5 percent to around 12 percent) before the state would be losing
any money by letting this mother sit on the waiting list. I don’t
think it is reasonable to believe that Congress would adopt such a
severe benefit w&tchlng rate proposal. And if they diq, xt isn‘t
a suréd”thing that.states would put people in WORK anyway™ & “state
losing only a little on 2 family like in the example might still
reason that it is better to take the gwmall loss rather than add to
the governmant FTEs both with a lot of the WORK partigipants
{experience and research gives us little reason to hope that many
will be in private for-profit sector jobs, and non-profits can
only take so many -~ that leaves the public payrollis) and the staff
needed to develop and maintain those WORK slots.

%
In states with PMAP much above 50 percent and benefits above the
median, proportionately smaller {but still very large} reductions
in benefit matching rates could make-waiting-lists-not-pay.
Howaver, I -doubt that a2 credible national benefit matching rate
deterrent to waiting lists can be designed.

4

TO: Isabel Sawhill - —

CC: Wendy €. Hew SR

CC:  Bernard H. Martin ’ ) , . .
CC:  Stagy L. Dean .
€C: Michael B. Ruffner ' ” ) -

Oy EKeith J. Fontenot —~
W0 Chrzstlne K. Eilertsen ) ' — - -
CC:“xLa$tar D. »Cash A, v - < )
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Wettare reform ;
Fedaral costs in billions

. t ‘
Option . ‘ , 1995 95-99 ' steady state
i ¢
1. . Base option - 2 years of AFDC, then community service, in exchaﬁg& 0 - 4.1 5.1
for benefits - phased in with first-time apoplicants. Federal 5-year coste; :
.8b for transition education and training; 2.4b for work slot
administration; .8b for child care.’ {OMB rough estimate)

- DRAFT - lanayzs 1ess | o

o

2. Base option total with behavioral effects - illustrates effects of increase * O K A

of 10 percent in exit rates due to investment in education and training,

and deterrent effects of time-limits and community service work ,

; reqguirements, E)aterrsmt efiects will be controversial. Bast empirical .
evidence does not show big effects from CWEP, but no saturation : : N _ "

workfare program has been rigorously avaluated, (OMB rough

estimate} ; ‘ ' !

Increments compared to *z {base option with 10 percent behavioral (N
effects) . e
3. - "Up-front job search for all a;f;pﬁcams {OMB rough estizziiat.e} .2 1.3 12

r t . '

L

' Estimates include spending tor AFDG, Food Stamp Program, ?u&edicatd 1fammg support services, and child care, bt not EITC or Chrld
Care Food Program which would tend to add to sutlays. Staﬁes are assumed 1o spend education and Uraining s cbs%d care funds fim: on first-
time applicants subject 1o new requirermans, ) : i %

Assumes 13 percent of cases are child-only, 25 percent of tther case heads are exempt. 30 percent of ronexefript panicipaie i ransitional
education, iraining and job search each year, 50 percent of nonexempt transitional participants require child care subsidies averaging $972.
Past-transition community service is 20 hours per week in exchange for AFDC benefits. Administration of each siot costs $3, OO0 per year, and
50 ;se:csaﬁl of panticipants require chikd care subsidies of 32,686 . J ) .

s by | H
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10,

11.
12.
13.
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DRAFT

January 25, 1994

~ Limit cormnmunity service to ona year foliowad by in-kirgd safaty fwt

{OMB rough Bstzmate)

20 percent of work slots are child care workers for other AFDC

parents, or aged care, or some gther service for which the federal

government would have paid anyway (QMEB rough estzmate)

- Emplovers pay commun:tv service adminisirative costs (OMB mugh

astlmate)

' Discussion paper’s child supoort policies’

Child care for non-AF{}C‘workmg poor

Program simplification

Eliminate 100-hour rule and workforce attachment reqwremems for

.

*‘f&F[}C UP (OMB rough éstimate)

Ad’vance EITC payment

- Enhanced JOBS program maich

Demonstrations (OMB rough %ﬁr;;m)

Larad

? interactions with base option not modeled,

i

+

-

(HHS pr@limi?ary estima:te) '
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