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ISSOES: THE OVERALL PLAN 

The plan'as described above reflects tentative decisions on 'a 

number of relatively contr~versial 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: ' , '._ 


o 	 Is the mult!dimensial notion of "success" that the plan 

assumes consistent with expectations for dramatic_ 

'reform? Does the plan strike the right balance between 

ambition and realism? - - . 


,.....~ 0 	 Does the plan achieve an appropriate balance_between 

toughness and compassion, between high. expectations for 

parents and' protection.'of _child~~n? 


In saSh of these areas, ,the plan proposes a balance. In ea.ch 

area, however t 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 halance of amhition'an4 realism 

An important challenge fol'"' the plan is to balance high ' . 

aspirations with realistic expectations. The plan must genuinely, 

·'end welfare as a way of life, but it must also recognize the
If 

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

achieve itl and the need to protect "vulnerable children and 

families. 


We 	 believe that the,public has ambit~~ut realistic 
expectations of what would consistut~~cess. 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 belo~ poverty 

earnings. _They expect case loads to go down in the long run, ,but 

seem to have realistic expectations for what can be achieved. 

Finally, tha public is ·concerned about protecting children when 

their parents fail to meet expectations. 


~ 

". The plan assumes that success has' several dimensions: 

E'nding welfare as a way of life, by requiring serious ,. 
participation in work and preparation for' work, ',"" . 
.	chanqing th~.cul~u~e~of the welfare system from an 

emphasis on income ~aintenance to an emphasis on work 

and on the responsibilities of both parents, and 

imposing serious time limits. 




. 
o 	 providing opportunities to families ~hat enable them to 


increase their income and the well being of their 

children, and providing protections for the most 

vulnerable children. 


o 	 Achieving some case load and cost reductions after a 

reasonable period for investment and implementation_ 


Key decision: phasQ in 

A key decision to 'be made about the balance of ambition and .--. 
realism has to d'o' with the -scale and speed of implementation of -:. ~'. 
the reformed welfare system. Should we seek to bring everyone on 
the caseload into the new system quickly, or should we initially"'-" 
target new resources. on sub-groups such as new applicants or 
young families? 

Immediate implementation of the.new~program would severly strain 

the ability of federal and state governments to implement the new 

system successfully. There is almost no disagreement that a 

phased-in approach is necessary. 


A 	phase-in strategy could start with new applicants t with 
selected states, with families with older children, or with·young 
applicants and recipients. A new applicants strategy raises 

serious equity concerns between people who·came onto welfare very 

young and those who managed to stay off for a longer paior of 

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 

also the group for which there is probably the greatest hope of 

mak~ng a'profound change, and' of ,sending the message that welfare 

can no. lO.nge.r be a way of life. Under this approach, we would 

devote. energy and new resources to ending welfare fc'r the next 

generation-, rather than spreadi.ng efforts so 'thin that little

real help is provided to anyone. 


Kev decision: benefit sUP8l~ments for part time and low wage 

Everyone agre.es that independence ..from welfare shoui'd be the go.al 
of 	the new system. But there may be situations in which welfare 

..	ben~~its to supplement work are desirable .. Two .related, issues 
aris~ in thinking about work expectations, and~whether~~~ 
supplementary welfare benefits and exemptions fr~e time limit: ~. 
should be provided for workers. The first issue· is under what 
conditions someone who is working can continue to receive 
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supplementary welfare benefits af~e~ t~o yeftr3. The ~arises 

" because even full-time '-fork at the minimum wage leaves a ~amily ~~ 
below the income eligibility 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 

..who ,is.working should be at. least as well off as someone.:who.is 
'tJot worklng and receiving welfare, and that getting someone' t'o 
work even part time is a big success and should be rewarded. 
Opponents argue, that continuing AFDC as a work suppleI!)..~:~}~,t for 

~ long~petiods of time is counter to the basic:pt:<j,J..§iophy of .~the new i 
---- program. 

The Working Group and Cabinet are split 'On this very --
difficult_issue. A possible resolution; reflected in 
the current plan, -says that ~$upplement:ary_ welf~J;e 
benefits would be provided irrespective of the"time 
limit for anyone working at least 30 hours, for anyone , .' 
working at least twenty hours Who had pre-school 
children, and at state option to other, part· time 
workers who worked at least 20 hours. 

A related' issue arises around the number of hours-of work that 

states would be required to provide through subsidized or 


~community service jobs, and -around whether supplemental welfare 

benefits should be paid if the required hours of work did not 

generate pay at least as high as the welfare benefits received by 

non-working welfare recipients in the state. Because of wide 

variations in state welfare benefit levels, the number of hours 

of work at the minimum wage required to earn the equivalent of 

the welfare benefit level for a family of three ranges from a?out 

7 to about 47. For larger families, work hours would have to be • 

higher to reach the welfare benefit levels_ ·It is.._QDviously -hard 

to structure a real-job of eight or ten hours per week. At the 

other extreme# it is unreasonable to require more than the 

convention.tedefinition of full t'ime work. 


, 	 . .~ "'" ..:0:: 
We assume that most "states could and would ~~ir~ work hours 
that would produce earnings roughly equivalent to welfare 
benefits; some states might do this b~' pa'-ying more than the 
minimum W3g9v In the median state th:i_s would be about 2.6 hours ,a 
week at the minimum wage for a family of three. SOme higher 

"-benefit states might choose, ho.....ever. to structure-jobs' with' .--ld 
fewer . h?~rs,. aA4....orne.... var¥ h j gh b,;n';f It ~t:ate!!J ltiifJRt". g~QOIi.Q "'n~ '7'J:;-/.4 
boO l'al:se thE! wage to a ieve:t-sufflCIe'nL tb pay the equlvalent of -.M~ 
the welfare benefit~" Should they provide a supplementary,benefit t 
to br_.ing: family income up to the' 'level of welfare .benefits for . ~ 
recipients who don't work? The argum~nt for do~ng so is"~~_~pl~n::-;..
who are playing by the rule.s .. and' work1.ng, even If they have not . 
been able to find an unsubsidized job,' should not be penalized by 

"'" 	 receiving lower benefits. The a"r'gument against doing so if that 

this too would continue welfare as a work supp~ement. 


http:work1.ng
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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 this caveat, there Was general 
support for some state flexibility within the· range of 
15 to 30 hours of work per week, and for modest benefit 
supplementation to insure ~hat ..participants in the WORK 
program Were as. well off as welfare~recipients who did 
not work~ • 

The balance of touqhnes9 and~roteetionS-

A second important challenge· for the plan i-s·to achieve ~e 
appropriate balance of toughness and protections.' The di mmmm:ma· 
arises because ·AFDC recipients" ..are both workers and parent'g..,.. ..;. 
.becuase 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: that of time limits and 
work requirements; and that of parental responsibility and 
prevention. 

Kev decisions: time' limits and 
, 

work reguirments 

A number of key policy decisions affect the balance of toughness 
and protections affecting time limits and work requirements. The 
most difficult decisions are around extensions to and exemptions 
from the time limit, a~ound various means for discouraging 
long-term participation in the WORK program, and around 
protections for children when parents do not meet the 
requirements of the· program. 

Extensions to and exemptJ.ons 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 recipients! 
especially those with language difficulties, education'deficits 

"and .no, work- experience; may· not be able to· appropriately prepare: 
.themselves for work. in a two year period. 

The Working Croup and Cabinet generally agreed' that a 
limited number of extensions for such purposes as 
completing a high school or· job training program were 
appropriate. They generally agreed that extensions 
should not routinely be granted for-the purpose of 
completing a four year CQllege program but that higher 
educa.tion 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 qualify for 551. A second type of exemption 
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issue arises because requiring participation from mothers of 
infants or very yo.ung children may interfere with healthy child 
development and require substantial expenditures on infant day 
care. Under current law, OVer half' the caseload f including 
mothers of children under three, is exempted from participation. 

The Working Group and Cabinet qenerally agreed that ,• ,  _.. -.,-...,...
exemptions~should'be limited, and that participation in , I ' 

' 

.~.. 

some "actiyi.ies be expected even of those who are 
exempteq. They tentatively agreed that states should 
be permitted to exempt up to a fixed percentage of the '-<t,~""":'.<w .. 

caSel~~g,,,~f care a disabled child and ~:~ ..,~-dfs<!pirities, of 

other-ser: us bat;riers to work. 


-" 
There:was considerable discussion of the issue of ~.


whether exemptions for mothers of infants should be for 

one year~: (Le" until. the baby's first birthday) or. for W', 


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 exte~ded participation in 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 to, ensure this: 

" 
An issue arises around what is expected to be a small number of 

~eople who continue ,to <be unable to find uns~b'sidized employment. ' 

after placemen~ in a job wlot and private sector job search~ ~ 


.... spme argue that they should be placed in community service slots 
_ for as long as they need them. 'Others argue that tnis 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 their welfare benefits reduced or 
might be cut off entirely. 

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 deferrea status~'wi tti::~'full ~ 
. -', ~,.:.:. ~'"'''' ,benefits. Those found to be able to work -and .unwiIling.. to take an unsubsidized job would have assistance 


...' . te.rminated. In situations where jobs were- not, 

. '~-::t--~- ~-'available for people who conscientlqusly playe<LbY·' the 

_". -,~' rules and tried to find work, assist'anae would be ,", 


continued through another job slot, a workfare 

_.assignrnent t or training linked with' work. 
. .. '. ' 

Sanctions and protections. If _the wel,fare ·reform plan is to 
be serious about ending welfare as'a way of life and about 
changing t_he basic values and culture of the welfare system,~·it 
must embody serious consequences for recipients who do not meet 
~the requirments~ The current plan basically continues current 

law sanctions for non-participation, which remove the adult from 
the grant for increasing periods of tine for each sanction~ It 
adds a severe sanction~ benefit termination, for refusal to 
accept a private sector job. 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. 
Notice and hearings protections 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 
or to participate in the work program continue to be eliqible for 
food st~mps and medical assistance. There is, however, the 
danger that some families will find themselves 'homeless or unable, 
to care for their children. For these families, the shelter 
system and 'the child welfare system provide the safety net of 
last resort. If the\systern is working properly, these failures 
will be"',extremely ra~'e. Nonetheless, the fact that they may 
occur must be faced, since'there is no apparent alternatiVe if 
the system is to be er'ious about expectations. ' , 

. ". ...JI...... ' , 
Key decisions'f ~~rental responsibility _9nd prey'entio'n, 

Xn·the area of parental' responsibility and prevention l - the plan 
attempts to balance responsibility and opportunity for both 

.mothers and fathers. Rat;J:fer than simply fo£u~in.g. '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 
ob,l ig-at ions , and that tttese obligations wi1:l be enforced with 
serious and predictable consequences. To complement' its emphasis 
on child support obligations, it proposes a set of demonstrations 
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focused onAnon-custodial parents~ It also proposes a set of 
require~ents on and services for minor and school age parents, 
and a comprehensive approach to teen pregnancy prevention"~ 
Finally, it proposes· to extend eligibility for, benefits to two
parent families, to remove the current bias in the system toward 
one-parent families. 

A number of the key policy decisions have to do with the relative 
priority to be given to .various'~j;"'pend~ng proposalSi the next 
section outlines the tradeoffs. In addition there are ,three 
other decisions that have philosophical as well as cost 
implications: the size. and ·scope'·of child support assurance, 
demonstrat~or.s; the H,v-':;'.t:l9 at:' 'ti6me -req~i_rement; and the family.. 
cap option. . --._ 

. 
The size and scope of demonstrations~ The proposal for 

child support assurance demonstrations are controversial..not only 
because of cost but' also because of the idea itself. Child 
support assuranCe speaks to the circumst~nce when little or no 
money is collected from the noncustodial parent, either because 
the system is ineffective or because the absent parent has very 
low earnings. Child support assurance guarantees that single 
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 single parents. 
Opponents see it as close to simply being welfare by another 
name, that might also provide an incentive for fathers to escape 
their obligations~ 

Living at heme requirements. 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 questions about 
whether we can ensure adequate protections for minors in abusive 
or otherwise unsuitable ~omes. 

Family cap option# The plan also proposes an option for 
,state,s to adopt ttfamily 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 welfare recipients and-working families, who do 
not receive a pay raise for additio~al children.' 'Opponents of" 
family caps argue that there is 'no", evidence that they deter 
births, and that they deny benefits to.needy childrn. In 
addition I oppone~ts argue that the average value of the benefit 
increase ,is not much greater than the value of the tax deauction 
and the EITC increase'for a worKing family that has an additional 
child. 

.~.." 
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LIST OF DiffERENCES B/W fillS AND WH 

1. Whether to spend money oJ.1 Jobs Prep (David agrccs--somcthing) 

2, How much savings from Jon Search (no problem) 

3, Jobs participation ra1c 

4, Cap on overhcad!costs in WORK'program ($4200 @500k) 


-- 1110 slot. for child care (David is fine) . 
5, 1\vo-parcnt costs --~work history. _ 
6. NCP and Access grants 

7, Cap CSAdemos 

R" Level of wo~king poor child care (how to target?) 

9, Add;tional spending to phase JOBS/WORK in faster ... 


10. Financing options 

Assumption questions· 
Behavioral effects (3: no behavior, CBO internal behavior, rosy) 
Part-time work 
Tee -- include? 
Systems costs 

Other questions 
State match based on-job placement 

or charter offices 
3()hrs120 
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MEMO TO PRESIDENT 

Background or Conclusion: What is success? Balance OPP & resp. 

Brief Summary of Proposed Plan 

Issue 1: Financing 

Issue 2: JOBS -- Who's covered? ,(Phase-in; Extensions & Exemptions) 

Issue 3:_ -WORK -~ How to~discouragc long-term participation (Last forever? EITC?)~ -r--" 

Issue 4: Prevention --' Which demos and how much? (Family Cap; -CSA, NCP, 2-parcnt)" 

Issue 5: How much for child care? 


.~" ' ... , . ;:: ,,-~.,.. ,. 
... ~ -I 

6AS'~;;..?V'-'~\ 
·Ccsr E",I.J:~;"""CI',;rs_ 
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This memorandum summarizes the recommendations of the Welfare Reform Working 
Group, which consis\s of 33 subcabinet officials from 7 agencies and the White Housc. We 
have consulted broadly with mcmbers of Congress; state officials, organized labor and outside - .advocacy gfOUps, and people On wclfar~. 

We have reached consensus within the Administration on most issues. A few key 
ques.tions remain, and are spelled out in the foHowing pages: _ . __ 

• Financing: How much can we afford to spend On this initiative, and which of the 
M entitlement savings' and possible rcvcnucs- we have identified arc acceptable? ' - ..  . "'" ; - 

• Budget: How should we spend beyond the core program on 1) child care for the 
~orking poor; 2) a variety of economic devclopmcnt;"prcvcntiun, and chilq.support 
demonsirations; 3) expanding coverage of two-parent ,famHjes? 

. 
'" JOBS Program: Should we phase in the p~an starting with the youngcsi third of the 

caseload? What cxtem;iol1s and exemptions will be allowed? ' 

'" Work Program: How can we disc{)urage long-term participation in the work 
program? Should puhlic johs last forever? Should they be eligible for the EITC? 

'" Personal Responsibility: What demonslratlons should we undertake to reduce long~ 
term dcp;:ndcncy? Should stateS be allowed to Hmit additional henefits fm additio;lal children 
born while on welfare? Should we experiment with programs: to i) require noncustodial 
parcnts to work off the support Ihcy owe; 2) guarantee child support in cases where 
noncustodial parents don'! pay? 

< 
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Transitional Assistance Followed by Work 

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

" Time limits with Extensions and 
. Exemptions 

" 	 Work for those who exhaust their time-	 . 
- limit (the WORK program) 

March 17, 1994 P.I 
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Training, Education, and Job Placement Services ' 
(The JOBS Program) 

" , 

-
;;, -.: Full Participation 

- ".-' -Personal responsibility contract 

& employability plan 


Closer coordination & integration with 
, ,

existing'mainstream education -& training 
_program ., 

.. Focus on work & private sector placement , 
, 

- , 

.. . Emphasis on worker support once people are 
placed in.a job' , 

, 

,-  -, 

March 17, 1994 P.'2 
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Time Limits with Extensions and Exemptions -

ExpeCtation of unsubsidized employment 
within two years 

.. Flexibility for special circ:lJlnstances 

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 


postsecoudary education combined with work? 

~'" 
,

March 17, 1994 P,3 



Work for Those Who Exhaust Their 
Time Limit (the WORK Program) 

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

.':".-' 
II> c -Community involvement and oversight· 

. 11>. Emphasis on private sector placements .. 

Flexible placement options 

~ employer subsidies 
~. non-profit/community-based jobs 
~ placements using new and existing initiatives 
~ . community service 

II> . Non-displacing placements 

II> Special provision for weak local economies 

" 

March 11, 1994 p- 4 
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. Th~ WORK Program: 
. Work for Welfare Versus Work for Wages 

. 	 . . 

Work 	for Wages 
. ",.: ,- " 

II- paycheck not welfare check 

dignity and responsibility of a tlreal job" 

" 	 Work for Welfare 

II- uses existing administrative structure. 

II- preVIOUS experIence 

'II-

, 

state flexibility 

, 

. ::: 	 . . 

March 17, 	1994 P.5 
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The WORK Program: 

Discouragiug Long-Term Participation 


•• <. Sanctions for private sector joh refusal .. 	
. 

'" " 
., 

~- Limited dur~tiou in any 'one placement '" 
, '" . 	 Frequent joh search 


No EITC henefits? 
'" 
,... 

Declining state-reimhursement '" 
Limits or reassessment after several'" placements? 

. , 

March 	17, 1994 P.6 
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Overview 


.. I'reventing Teen PregnaJlcy 
.. :. and Promoting Parental Responsibility 

~ 	 Support for Working Families 

~ 	 Replacing Welfare with Transitional . 
, 

Assistance and Work 
.. 

~ 	 Reinventing Government Assistance 

March 22, 1994 N 



Preventing Teen Pregnancy + 

and Promoting Parental Responsibility 

.. Prevention 


.. Supporting two-parent families 


.. '. Child support enforcement 


. . 

March 22. 1994 P.2 



.. Support for Working Families 

II> 	 Earned Income Tax Credit 

Health care reform 

II> 	 Child care for the working poor 

March 22. 1994 p.3 
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Replacing Welfare . c: 

with Transitional Assistance and Work 

, 

.. ,Full participation 


.. 'Areformed JOBS program 


.. .Time limits 


.. A. WORK program 


March 22, 1994 P4 ' 
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Reinventing Government Assistance 

Coordinatioq" simplificatio}l arid improved 
incentives in income support programs 

A performance-based system 

Accountability; efficiency; 
and reducing fraud 

March 22. 1994 p.s 
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ISSUES: THE OVERALL PLAN 

, . 
There are three overall issues that can be looked at as a 

framework for thinking about specific design decisions. All ask 

whether the qurrent plan strikes the right balance, in three 

areas: 
 -

o 	 Is the mUl~si~nal notion of Iisuccess" that the 

plan assumes consistent with expectations for dramatic 

reform? Does the plan strike the right balance between 

ambition and ren~sm? 
, 	rc;..,~ 

o 	 Does the plan, achieve an appropriate balance between 
<toughneSS 	and cQrnpass~ between high expectations for 


parents and protection of children? 

, 

o 	 Does the plan achieve the right balance of costs I 


off~ets and revenues? Is the balance among the cost 

components appropriate? 


In each of the three areas, the plan proposes a balance. I~ 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. 


What is success? 

An important chal'lenge for the plan is to balance high 

~spirations with realistic expectations. We want a plan that 

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

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

achieve it, and the need to protect vulnerable children and 

families. ' 


We 	 believe that the public has ambitiolls but realistic 
expectations for what would consititute 5UC~CSS. 

POLL.OATA ON HOW MANY SHOULD BE OFF WELFARE, WORKING 
AND GETTING BENEFITS, TWO YEARS OF TRAINING ETC. 
FOLLOWED BY WORK, 

The plan assumes that success can be assessed both by movereent 

off the case load and participation in work and work related 

activities: 


o 	 It assumes that the case load can be reduced by 25 I W 
percent (?) from prOjected levels' when the plan is. 0,.,1 v-P'1 
fully implmented. This reduction will be brought about """" ~ \fVA1i"
by a combination 'of he~lth care reform, the expanded '.('f!'" rO' . 

-? NO t'l ... f,~" of f(Uf'~/C!l,..f0 1 -'1 "",,!Zit ~ ,~b .{F<,f,,~ 
I 	 I l. - M !l.1, '-",(if" ,ttif""" J.,..",v....:w 

y-tJ"<'~) v,",w'" ", < ; 	 Iw~ f. J,. 

~J /J fLH ..Ifw,,",~__ 	 -e",....~"-f .• fl<:.,,;t..(,1, 

I 



. ~ dll~,A-
EITC. expanded child care availabilitY,A~mpr~~~d ! 

training education and placement services and ' 
behavioral responses to time limits and work 
requ,irements. 

o 	 It assumes tha't deferments from 'participation 

requirements (and by implication from time limits) will 

be reduced" from the current level of about' 50 percent 

to about a third (?), and that those who are deferred 


~ 	 will be participating in some activity_that helps 

themselves and their communities. 


o. 	 It assumes that lOO'percent of the non-deferred phased~ 


in caseload will be either working or preparing' for 

work thro,ugh participatiol1 in the JOBS program. The' 

relative proportions in work and work preparation' shift 

over time, as people begin .,hitting the time limit. In 

year x, about x percent of the caseload is assumed ..to 

be working. . 


If the program met these goals, we believe that the public would 
approp=iately consider it a success. It would represent a 
dramatic shift in the Iibus'inessH of the welfare system I and in 
how recipients of assistance spent their time.. . . 
The plan also contains elements that attempt to balance ambition 
with realistic expectations. 

o 	 'The plan assumes that food stamps, sUbsidlzed child 

care and hea'l th care are available to the working poor ( 

and that some workers (low wage workers in high. benefit 

states) continue to receive supplemental welfare . 

benefits. 


o 	The plan assumes a phase in strategy under which the 
new regime applies to about one third of the caseload 
at implementation and grows to include about 60 percent 
of the case load in ten years: The main implications of 
this strategy are that actual caseload declines will 
not be seen for x ye~~s, and that the numbers of 
recipients working after having reached a time limit 
will be about 100,000 in 1999 and about 500,000 in 
2004. 

If the plan's ftmbitions for case load decline, participation and 
work do not seem sufficiently dramatic to cons,titute succes~~~~ the 
ma'!n options that are avail~ble are:' 

o 	 more stringent exemption and extension sta.nd~rdsi 

"0 1I'.ore severe sanctions and roore restrictions on ·work 
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opportunities to decrease the case load faster but with 
more dangers to children; 

o 	 a~faster phase in strategYi 

o 	 a WORK program structure and a set of supports for 

working families outside AFDC that take them 

technically off the caseload. 


The first two ~ptions are discussed 'below, under toughness and 

protections. 


The downside· to an option that would phase in faster is that a 
faster phase-in strategy would seriously strain the capacity of 
the states and would cost considerably mo!"e in.,..the early years~ 
The current phase in strategy envisions a state option to phase 
in faster, which may be enough to meet concerns. 

The last option is attractive, in many ways, since making work pay 
and worker support outside welfare is an important theme of this 
administration's approach to helping families. Tho most serious 
concern about moving in that direction is the administrative 
complexity that a new program involves. Another concern is that 
it might be seen sinply as a renaming and as an attempt to " 
continue welfare in another guise. 

The balance of tUqhneS-S and protecti~nv Cff.o f&sp. 
A second important challenge for the plan is to achieve an 
appropriate balance of toughness and protections. The dilemma 
arises because AFDC recipients are both wo~kers and parents I and 
because we want, to ensure that children are protected at the same 
time we have high expectations for their parents. The balancing 
act bas to take place in two arenas: that of time limits and 

'work requirements; and that of parental responsibility and 

prevention_. 


"Time limits and work requirements. 

The bala,nce of toughness. and protection in this area consi,sts of. 
the following elements: 

o 	 A serious time limit that" is followed by work, not by 
nothing. A subsidized or community service job will be 
provided if. unsubsidized private sector work is not 
available~ The joh would be structured in such a way 

,as to generate earnings at least as.great as welfare 
payments to those who don~t work, or would be 
supplrnented to bring income up to the welfare level. 

,Failure 	to work after the·time li~it ~eans loss of 
wages. Failure. to ac'cept an offe'red private sector job 

J 



after the time limit is sanctioned by benefit 
termination~ 

o 	 A serious requirement to work, look for work and/or 
prepare for work that applies 

< 

as soon as someone begins 
receiving benefits, but that is responsive'to 
individual needs as assessed by an employability plan. 
Graduated, but serious. r . sanctions are assessed for non
compliance# -" 

o 	 De!erments from the time limit for barriers to "work and 
care of an-infant; extensions from the time limit for 
cm1',pletion of high school, a GED, or other work
oriented training or education programsi stopping of 
the clpck, at ~tate option I for part-time work. 

The ,balance.of toughness and protections in the plan could be 
modified-in either direction by makinq different policy choices 
in several elements: 

o 	 More or fewer protections for workers and children 
built into the 'work slots offered after the' time limit. 
For exa~ple, the state could be required to provide 

'wages or benefits unless the state proved that the 
,worker had t:lissed work for good cause; or the state 
'could 	be required to provide benefits for the chifdren 
even if the parent did not comply with work . 
requirements. To shift the balance the other way, the 
state might not be, required to provide work after a 
certain period of time, or might not be required to 
supplrnent pay if the job offered did not'generate as 
mu~h income as received by those on welfare and not 
working. 

o 	 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 waYt a wider range of lower intensity 


,..~activities, such as parenting education or volunteer· 
work, 'might be permitted for longer periods of time;" 

o 	 stricter or,more lenierit deferment and extension 
criteria. For example, mothers could be exempted until 
their child was three l or at the other extreme, only, 
until twelve weeks. states could use tighter or looser 
cr~teria for assessing disabilities and barriers to 

,work. 	 Extensions -. could be granted for all or for no 
postsecondary education, rather than, as in in teh 
proposal, for postsecondary education combined with 
work. 

4 
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Parental 'responsibility and prevention. 

The balance to be achieved here is primarily one of requirements 
and services, combining an approach that stresses the obligations 
and responsibilities of parenthood with the provision of services 
to enhance responsibilile choices and make it possible for both 
mothers and fathers to meet their obligatio~s. The elements of 
,the balance are: . 

o 	 Child support obligations enforced <through serious 

steps to improve paternity establish:nent, -"set adequate 

aawards and modify them when needed, and collect the 

support that is owed. The enforcement approach is 

combined with demonstrations of services and work 

programs for noncustodial parents and·'·'.dth 
 -
demonstrations of child support assurance~ 

o 	 Requirements on minor mothers to live at home and stay 

in school combined with requirements for case 

ma~agement and· other special services. 


o 	 Some expansion of family planning services; state 

option for family caps; i.e., not increasing welfare 

benefits for children conceived while the mother was 

receiving welfare. . 
., 

0' 	 Demonstrations of various approaches to teen pregnancy 
preventiotl~ 

The key' choice elements in this balancing act are: 

o 	 The size and scale of the demonstrations for 
noncustodial parentsj spending money on these 
demonstratins may be seen as an unnecessary expenditure :; 
of,funds. 

o 	 The size and scale of the child support assurance 
dernons"trations. The issue hare has to do both with the 
amount of money that might be involved an~ with the 
idea itself. !ior.'le see CSEA as -a crucial way to "make 
work pay" for ~ingle parents I While others see it as 
nletting fathe:cs off the hook. It 

o 	 The livin'g at home requirement; this is controversial 
for many people, though most of the concern is about 
ensuring adequate protections for minors in abusive or 
otherwise unsuitable homes. ,. 

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

o 	 The size and scale of teen pregnancy prevention 

5 
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demonstrations. Here there are arguments on both 
sides: that we'should mount a larger scale effort, 
perhaps through a formula grant to states; or that we 
should moun't an even more modest effort since the 
evidence on eff~ctive programs is.so slim. 

The balance of costs and financing 

The proposal as currently constructed is estimated to cost $x in 
~999, $x over the five year, 'period 1995-1999, $y in 2004, and $y 
over the ten year period 1995-2'004. 

The financing options that we have identified generate $x.' 

A number of the financing options are clearly very diffic~lt. It 
is therefore important to think about various alternatives for 
reducing the cost of the program, or about tying'certain cost 
elements to specific financing streams~ The primary options are: 

o F'un'd two parent provisions through 
suggestion is capping eligibility 
poverty for household income# 

an 
at 

AFOe 
130 p

offset. 
ercent of 

Our 

? Phase in more slowly. , . 
o 	 Reduce the costs of- the various demonstrations by as 

much as half. 

o 	 Fund day care for the working poor at half the proposed 
level; or leave working poor day care out of .the 
welfare reform proposal entirely and submit a day care 
proposal separately with dedicated funding, perhaps 
something like the gambling tax. 

The day care issue 'is the most important and difficult one, since 
it involves a substantial portion"of the funding for the plan. 
As currently structured I x percent of the funding 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 l both 
to complete the make work pay agenda, and on equity grounds~ 

• 
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Finally, we propose a realistio phase-in strateqy, both to 
aeknowledge the level of resources available and to minimize the 
systemic stress on the Federa~, and State governments of 
attemptinq full and immediate implementation of the new system. 

'We would initially target our resouroes on youngest third of new 
applioant. and rec~~ients. Starting with young people avoids any
incentives to stay ,1n welfare and any 'rewards' to having 
children and comins ',on" welfare early. It also allows for 
investment. in f""J.:':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 as lessons from the early cohorts and States inform 
implementation for others. 

SOME·'POLICY ISSUES STILL TO BB IUISOLVZD 

To provide a sense of the scale of a program and the cost Ofl 
particular elements, we have created a hypothetical proposal. , 
The actual cost of the proqram will differ dependinq on what 
decisions are made about a few significant issues. In the 
remainder of the document, we will refer to this hypothetical
baseline and indicat.e where different proqrammatic decisions 
would have led to a larger or smaller proqram. The tab:' f..} which 
follows is provided only as a basis 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 Family Support Act. It represents the next major step. au 
the journey will not end until work and responsibility enable 'us 
to preserve 'our children's future. 

We turn now to, the specifics of the plan. 

.. 
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,. fABLE 2 - PRELIMINARY COSi eSTIMATE OPTIONS (FEDERAL ANO STATE). 

FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL 

(By fl_caI year, In mllll,ona of do(lor.) 

(24 mon1h WORK program followed by Aa.eument.) I 

(WeJtare and Nonw.lfa... ImpaobJ) 

""r,----< 
10 Year 10 Year 

5 Veer F1K:feral Fed4lral10 Vear 
Total Toted at 9"" ..."'" 

~ 
'TOTAL· OP~ION A (Summary Table) 

TOTAL * OPTION e (Oemonotratlona and 
Non-Cw.todlal JOeSIWORK cut by 50"'). 

TOTAL ~ OPTION 9 (Working Poor ChUd Care"" 0) 

TOTAL. ~ OPTION D (Two Pe,..nt Provlolon ;:; 0) 

TOTAL ~ OPTION E (T.rrttort... o. 
RGA "All Others" • O. A..o.t limit. 0). 

TOTAL < OPTION F (OPTION A • OPTIONS e·E). 

1',535 ,'43,260 44,775 39,310 

10,160 40,915 ~2.esO 37,480 

S,53S 26,990 30,130 26.355 

9,325 35,000 40,420 35,015 

8,520 34,960 40,345 34,940 

, 
535 8,085 19,220 15,660 

40,'80 
Note 1: Parenth •••& dono!. aav(nga. 
Note 2: Ninety pet'CGnt and'elghly p.ree-nt fede-ral.sllmat&a repr&&ent 90% (and 80%) of aILexp4ndltur.. except 

tha foflowlng: benotltb are at current match ndea; child support Ia matched at rat •• epeclfl&d In the 

TOTAL· OPTION G \Ellmlnot.<"a,rdIjlCapaj. ___ m_<---.Jmm'2,19S) 45,410 I «<4<5,585< 

, < 

hypothetical plan; and oomprehenaln demonstration grants at. match&<! at 100%. 
..r'''' 

~OufC6: HHSjASPE:: JUaH eaUmat.a, Th.a••sUmetu have buan ahared with ateff wIthin HHS and OMS but have not b..n 

. offIcially revi.wed by OMB. The policies do not r.preMnt a co!'lSsnsua recommendation of the WorkIng Group QQw(lhrdnJ. 
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TABLE 2·· PRELIMINARY COST ESTIMATE OPTIONS (FeDERA~ AND STATE) 
FOR A HYPOTHETlqAL WELFARE REFORM PROPOSAL . 

(By fla=1 Yesr, In mllflona of dollsre) 

(24 month WORK program followed by Aaanemant.) 


(W.!tar. and Nonwelfaralmpacte) 

5 V.a',... 
, . Total 
,• 

,TOTAL ~ OPTION A (Summary Tabl.) ;8,445
• 

TOTAL- OPTION a (OomoO$trstiona and 

N!>n·ClIalodJal JOBS{WORK cut by 50%). 17,670 
, • 

TOTAL· OPTION C (Working Poor Child Car. 0) 13,445 

TOTAL· OPTION 0 (TWo Porent Provlalon ::::: 0) 16,235 

TOTAL - OPTION e {T.mUori.. ::::: 0, 
RGA -All Othot6" II: O. Auat Llmlt'= a}. 15,450 

TOTAL - OPTION F (OPTION A· OPTIONS B through E). 7,4"" 
, " 

TOTAL· OPTION G (Ellmlnata Family Caps). 19,105._------
Nota 1: Parenth.... danot. uvlnga. 

5 Yoar 10 Y.ar 10Y.ar 
Fedoral Total Federal 

58,460 54,720'5,778 

• 

, 56t 11515,010 52,595 
, 

, 
11.278 42.190 40.075 

14,618 50.200 50,365 ./16~ 

~/" 
' 14,340 50,240 49,860 

• 
7,970 28,7352~.365 7

• 
eO.810 ' 55,530 I 

-- .!~}~8 

Nota 2: Five Year and Tan Veor F.o.ral ..tlmate.e repr&aant 90% of oil expenditures eXQept ttl. following: j 
benefits ara at current match rato; child aupport Is matched at retes opacified fn the 

hypothetical plani and compreMnal.... demonetratlon grant. ur. matched at 100% • 

• 


SO!Jr04l: HHS/ASPE .taft estlmat... Th"$e eatimirtu have ~en ahared with ataff within HHS ond OMB but have not b.en 

oHlclally revlewad by OMS. The pollclea do not r.pttl$ent 0 oeneenaus racommendatlon of the Working Group co-ehalra. 

, SeE APPENDIX FOR ENDNOTES TO TABLE 
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TAOI,J; 1 - PREUMINARY aU"'MARYCOST ESTIMATES (FEDERAL AND STATE) 

FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL 


(8y tI.e.' Yeti', In million. of dOOI.....} 

(24 month WORK program fof!--.::I by .......-rt.j 


(WeI,., • ."d Ncn.......''''.lmpaet.) 


IH,l1u,,,.tnticn. 
ChUd &..I~ Auw~~~~onwallCl'l.' 

" 

SUtlTOTAI.. p.,.eRtal R"p(I..."lblllty 

FOU.OWED BY WORK 
4. 

",. '" .....,- 2,320 7,140, 1,~5 ••too 

190 '" "'" 433' 
(50' ... 
,', 
~""." 

SU8TOTAI..Joe~RK . 05,285 "',63< 

WORK PAY 

""'" ., .'" 5, 4,500 10,210 

OOVERNMENT M$I$TANCE 

"'" 27' '00 
1,120 ..., 4,395 

Umlt, ,., 
'00 '"... .55 2,7115.,,, '" '....

"" .55 ,,,.. 

N9te2: AlO' '1.., -,",T_ Y_r ..Umat.. r~r""11IO% 04 aU ••p....dlb.u'.. 
the loU_In;: b-*,'t. _.t eufTeM matc:" ,at..; child auppotllt m.tched at t.t.. 
tp..elfl~ In thI hypot.1Mtict' plan: tnd comprllhenl1v. dlf11on.tr.tlon gr.nt. .,..lTIalc:t..d.t 100%. 

'" :.~... 
1,1<15 
6,425 
",41('1 

:5,4$$ 

l",MS 

, 
030 


2.0115 
.." 
2,7",.. 
1,316 

SQUf1lltlt HHS/ASPE .taff Mtlmat.., Th.....tlmat.. have b~ .h.t.a with .bln wlthln KHS end OM8 but ha.... nc'l b__ 

Qffl~I.Hy telOl.wed by OMS. TM pCJllel.. do not tepr..~1 • c:on......u.- tec-omm....d.tlon of tM W«klng GtOUp ec-en.lr•• 
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TABLE 4 - PAEUMINARY REVENUE ESTIMATES (FEDERAL AND STATE) , 
(By fiscai year, In b!Utons of dollars) , 

5Y_ HiY_ 10 YMJ' . , ,... ,... ",.. ,... ",e, ,... To,,", r1M:lerlll7_' 
Q,;?l5c' 0.45 0)513 ,... ,...""'" (j,elCap Em.~cV ...1'-«1 2.12 O.fH 0 .. 0'.10' O'.1e.~. """ ..0 . -... ..,. 

'OM 

•.,.Tugtrt ChIld c.r. Food PmQram ..00 0.19 G.2O 0.., 0.21 C.2~ 0.23 0,25 1.721.7: 

No AFOO ltd 13~ ot Ponrly 1,30 t~, 1.40 t.« V50 8.119 1.eiS un 107 \.73 ,,-" ',.11"'.. 
TIotrt.n SpolWOr.hfp Mod ElIQIbflIty Rul.. \ . 
tClf Allen.: . ,
Malt. curntt'rl $-yMr SSI dwmlng Iuln 


p.rmA!"Wtnt mel wMld: tQ AFOC AM 
 . 
S,11Food StAmp" And limit "Il$tane. to 0,10 '0. HI .... G." 0.93 2.74 ",. 1,14 1.27 1.38 1.54 10.10 

PRt..I(';()l.S . , .J:xiend doemlng pomod 10 1 yu,1"I (U1 0.33 0.70 0." t~, 3.45 1.40 1.154 . 1,C/i 1.30 2,00 lUll 1." 
• t('t~Extend dMmlng ~ 10 cttiumlhip i.'-30 0.80 j 1.33 ' 2.03 2-.'$/';1 6.80 2.61 3." 3.'HI 3.715 4,12 23... 5: 

ErrC: Dental to non-ruldflrlt .n... , .• 
0,00 (I,tilO0.00 ..... .... . 

0.10 0.32 0.11 0.11 0.12 0,12 0.t2'tnfQ r*portlng f¢f 000 PtlI'1¢nr'l_ G." 

G.cmbling . 
.J 


>~O.OOO to 3M. , 
tncrllllln withholding 0" gllJ'nbting winning, 
\),610,$10.20 <1.12 1M:; 0,05 0,05 0.52 0.05 0." 0.06 o.oe 0.07. . Withholding rillte ot 2a1(. on keno, .loU, 

And bing., WitlI'IoJI"i :> $7,500 0,31(US 0.06 -o.Ot 0")1 0.01 0.25 0.01 0.01 0.01 0.01 0.01 0,31 
ReI:!utr.lmorMAll¢n rtop¢t11ng 01'1 


winnlngt ct $10,000+ hom gll.mbtlng 

regardI._ of odd. (..-«;epl Stale loHlllfln, 
 0.2.2 0,07 0.08 0,08 G." 0.100.01 •.,.. 0.05 0." ,.. G."' 0.". 

5'% ncls. WI; on net reoelpts'o! gll.lTlblklg 

••tabrbM"liUltt ,.I:;cept Stilltelo\1l1riU) 
 (lot • 0.5(1 • ..... ..M 0.$(1 0.91 3.95 0.95 1.00 I... 1.08 1.13 11.14 

00-, 
Phu. out dllf)e~.nt CAl'li W cr"<llt lor 


AGI bllltw..n $SIO,OOO end '110,000 
 0.7(1 1.67 1.67G." O.HI 0.16 O.HI 0.17 0.17 0,17 0.16 0.16 0,'9 

TOTAL (DEEMING TO CITIZENSHIp) 2,83 3,!S04 04,!S!S 5.39: 6.12 22,52 1'.1.504 7.00 7,49 tl.02 8.59 60.14 45.63

TOTAL (DEEMING TO SEVEN YEARS) 2.80 3.!<!1. 3.92 4,35 4.8:2 19,11 5.13- 5,45 5,78 ts.t3 15.53 48,18 37,33 
TOTAL (DEEMING TO FIVE YEARS) :2.73 3.13 3.91 04,19 , ....9 13,046 04,17 '.,", 5,38 ,... 6,01 45,2\1 35.045 , 

'5(Z! 10 i:rM 
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•TA6l.E 4 • PRELIMINARY REVENUE ESTlMATES (FEOERAL AND STATE) 
(By 1I8e8' year, In bllUotl1! 01 dolla",) 

'-III'lI"'- Chf(j ee.r. r9Qd ~ 

Co'tIorm ...FDC 10 Food Slam!" t.:JCl% d 

~b1'f,i 

RoduA bf'" 
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1« Alftns' 

Mto:b.,.".,....,l s.,-t SSl d~ AJ1_ 

~.rn .,,;I .mono to AFOC 8nd 
FOOd StIl/TIftf ,snQ lim1\. .u'~ to 

"",,'oUl
Extlotld d-mng p.-lod to 1 y..... 
~dd~9 p.nod 10 cIlIHn$l>!p 

En'C; o..rn", to ~I aJiwa 
;me rtlPQ<'!.ino; ,.,.. DOG p~onn. 

G..:l1b1~ 

p~ 

• 

~.~ding on gambling .olrmiollFJ 

"'$50:,roJ to 3eS 


Wl:ht'.cidlni I'Ilt.d 2M> on"~ .1eU. 

arid bingo .......... " S1,!500 


Re:;cira inf=M.lion rap~ m 
winnings d $10,000+!n:r.I qt\I\lbl~ 

',~_ '" Dd<a (~S~I.·.!t1l'1") 
5% ~ .,. (:0 r..t ..:.op", '" ge;m\)lkllQ: 

_~.t>m~t~tlj...u.~") 

""~ 
Phu. down od~"od....tOClltl w etaeiI to% to' 


AGlcmr$"/'Q.OOO 


, 
OPTION 1 15 Yt o-nioljl, No 131')!( ru:omtl Ttnl] 

OPTION Z 11 VI" o..rtng, 1,/3rd'3O% 1neo'II.1MI) 

Ol"TION 3(D-.. to Cl1lZ«Ilhlp, 112 1:)0% hMI 

OPTION. {Dftm to Cllll:.nlll'llp, FutllOO%- '1"Q 

,oo '.00 cue O.lQ '''' O.!!I7 '" (1,21 '" 
'" '". 
O.t7 

'" ,." 
0.00 

,.. 
,.", 
0.'" 

,.u 
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'" 
,.'",." 
''" 

.." 

'50 

'" 
'"Ul!~ 
'" 

'",.",.'" 
Ull 

0$1, 

\.ot 

,,. 
'" ,.'" ..., ,.., ~.1" LS1 ''''' 1.I.t 

'",.'" .' 
0." 
0." 

,.'",., 0." 
"" 

'."
'" 

~,"5 

"" 
'''' 3.14 '"U!ll 

,.. 
,.'" 

''" ''" 0.'" 0.0, 0.10 I ,,,I ~1$1 '01 O.1t 

'" '"' '" 'M o.osl '" , ,,., 
"" 0" 

0,1$ ,re .." '" !J.el I ",1 0.1.1 eo, co, 

,., 
,.. '" 

'.N 
'" 
'''' 

"" 
'.M 

""I 0.221 

091 I U'I 
0.121 

l.111 

,H!1 

0." 

." 

LOO 

0.101 lUG .0111 ,ml '~I 0,11 c.n 

'" o,~ I 2.03 I '.m
'" 

1.117 ", 
 lli.ll1l '",... 0.00." '" I 
1.11 l.!$ 1.itl '" '"12.78 'm 

1.21 ,... . g.1Il -o,n'" f ,re '1UIS 1."'" ,'"... $,15 4,12 n.l'Is "" 
0,12 0.\2 0.121 (}.9O I '00 

ore 0,011 OJ" I '"'" 
CO, (toll iLlt I '"'"' 

O.Hl i OM' 'M'''''" 
L'" L" 0.141 Il.U133.1 J 

(Uti fut; (Uill U1! '1.(11 ., 
,~ ,,~,." 2'.51 U, ,.. 11.<11 6,31 .n 11:U'" '" '" '" 

2,'? .., 4,32 la,a.": ,.,. 4,(11 'Hli'" '" '" '" '" "''' "'" ,.,,, 1,'7 • 3.$:$ ~.~~ s..~1 IQ,o;, 10,00 ,n 1.t6 .,n'''' '." '''''" ,., .... '.S$ ,." ,IS,12 :n.n 12,::19 ,0< ,.,0 ,.'" ,... ,.'""" "" 
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TABLE 2 - PRELIMINARY COST ESTIMATE OPTIONS (FEDERAL AND STATE) 
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL 

(By fiscal year, in millions of dollars) 
(24 month WORK program followed by Auoument.) 

(Welfare and Nonwelfare Impacta) 

I r 

I " 
 , 
TOTAL - OPTION A (Summary Table) 

, ";
TOTAL· OPTION B (Demonstrations, and 

Non-Custodial JOSS/WORK cut by 50%). 

TOTAL - OPTiON C (Working Poor Child Care'" 0) 

TOTAL - OPTION D (Two Parent Provision", 0) 

TOTAL· OPTiON E (Territories", 0, 
RGA 'All Others' = 0, Asset Limit'" 0). 

. 
TOTAL· OPTION F (OPTiON A- OPTIONS S through ,E). 

1TOTAL - OPTION G (Eliminate Family Caps). 
Note 1: Parentheses denote savings. 

. . 
5 Year 5 Ye.r 10 Year 10 Year 

Total, Federal Total Federal 


18,445 16,095 56,250 I· 54,040 

17,670 15,385 1 53,905 51,915 

39980·", . 39,39513,445 11,595 , 

,16,235 50,20014,935 49,685 

!' 
49,86015,450 14,305 48,030 

7,465 28,7357,935 1 23,365 
"', . r 

19,105 
u Hl,35(j 1 58,400 1 54,850 

Note 2: Five Year and Ten Year Federalesllmates represent 90% olall expenditures except the following:' 
beneflla are at current match rates; child support Is matched at rates specified In the ,
hypothetical plan; and comprehensive demonstration granta are matched at 100% •. 

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

SEE APPENDIX FOR ENDNOTES TO TABLE 
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TABlE 31_ PRfUM1NARV DETAILED COST EST1MATE& (FEDERAL AND SU,TE) 
FOR A HYPOTHETICAL WElPMlE :REFORM PROPOSAL 

(By flt.c&l ,..,,10 IftIAI_ 01 dotl ..... ) 
(24 ",enth WQAK PfOQll'MI foOOWild by ~..,L) 

(W-"ar. wwI Nonw-.lf.,.!mp.tu:o) 

e;YNf 5V..r ,... ,... ,.., ,... . ,... ,.... F<KI.".t. 
PARENTAL RESPON!ldIMUTY 

~. -

MlnOf Moth.". I"') IN) I"') 
 ,OG). ,• I"'i ..."'i COI'I'lpr_""'slv. Dttman-~ GI"*t\ko SO 50 l!OO'" No J.ddIUonl' 8M_lit. for AddlUon.1 ChU«I'1ift 120) (5<)'" (1%5) Il!OO) (2$5) I  I"") .2.210fhlm,",_ Two Pu.nt (UP) " ..trlelJenl· • • m 10$ ,  1.l60 

'0 0. . 
~Child Support EnI'«UMnt 


P*twnlly e.t.bA.hrn«rt (""'1 (1;)$) 1""1 1""1 
 (00) 
Enfcn~t tN«) (15) ,M) 1<5) (290) 

("") 
(40S) (100) 

-.' ,,.. 

. 

..• .. ,.. ..,Computet eo.ta . '''' . . 336 
Ace.._ Grant. and '**rtlnUng o-ttr.uon. ,.• 

0' 
HM-ClJ.tnd1il1 PuWJoniWORK .. - 10 10' "')":so .. .. '20 
eM!1! SlIpport A«_ane_ o~aU_ '"0 "0 250 ,..... '" 

. 

'"• 
.. ...,..SUBTOTAL. PARENTAL RESPONSf81UTY OS ... ." "" 
"" 2,195, "" 

tRANS!T10NAl ASSISTANce f!!OllOWEO BY WORK 

~OOS-Pnp , 15 ., "0 ... 
''-
"'.,....AddlUonal JOBS &p.ndfng 0 '00 <7." ... 

AddlUOIlAl Child Cat.'()If JOBS • 7' ... ..."" ." , '' 
WORK ~ogtUfl 0 0 110, .. 7.. 710 

AddlUMal CbUd Cu. for WORK 0 0 325
.. ... ...•

$...m;. from Child Cu. and Ott... ~.ion 0 0 (HI) (5?)• '''I '''I 

ran.lUanal Child C.,. 0° • ". ... ... SO• 
. . . . . 
Enhane..:! T~ C.......n.gwn..t 70 


.-
HI•, .. '35 .. 

($20) (2M) 

ADP Feod....1,nd $tAl.* SVI,..."./Admln EfUcl_r so OS 275 

Savlng_· C....." RttducUon 0 "" , . (eo) ''''') (190) ..... ... .-... 

". 

SUBTOTAL. J08S/WORK 255 1,"10 3:,105.. '.... 
MAXING WORK PAY 

Working POoQI' Child eat' «:..ppt<I.t $2b 
In Mt *P*f'ldlng). . ,...., ... .....'.... '.... .-

REiNVEf(l1NG GOVERNMENT ASStSTAHCE 

;IOA.an-d MJefO«!t.'prin ~ond:Jall_ ,ao ... 270, • '00 
iStatA FhlllblUty Qf'I e.mfld Wom+ III\d , 

And ChUd SUpport DI«.,d. 0 07'I ... '00 ... 1,120 ••0• 

IGIIft«ally CanfonTl A ••• to Food Stamp.,, , on Umlt, BUllalln_Me_,, 

A_I Pt-oparty.rld TrM"" 7 • ... ·70.. .. .. '00OS, ,:$" Auto e.:r:I1.i,tons to $4$00 EqUity Valu. 0 ,.. .... .M0..:. "" 
;O.:M.Ibl. T.mtorl..' C.p4I/AdJII.t fet Intt.llon 0 ,25 m'31. 
iAiIOtMQ ,301 '25 . .., m 

"0, .'" ..."" '50'" , 

SUBTOTAI.RGA (10) 1,315 1,42$ '.... 4,515 3,115 !"" I 
t6,o951GRANO TOTAL .,115 7,490 10,445'.... 

N0 t. t.• p *r.nt.lwle.. cMnOC."mo-. '" '.'" 
Ngl* 2: FIVlI V..r and T.n Y_ FMh..-1 _t!mac_ r..."" 00% of ,II HflW'dUwM ~ ttM101low1ng: 

b.wtltA afl It Cl.lrrtlnt mltoh rat..; child AtppM II mltehotd &t rat..~!N In ttl. 
hYPQI~e.1 plln; and e.omp!'~lIiv. dttmon.tr,tlon V.tm. Ifl mllch«laI100%. 

SOI/rc.: HHS/ASPE st.1f ..Um...... ThM....tlmat.. M"_ b-..n .~ed with etaU 'frllhln HHS ami OMS bvt haw. ncot b..n 

offlel.!1y revlewed bV OMS. 'f'ht; pollcl.. do not f*JKM*"t. Cotl• .n.u. rec:omm_d.tlon of th. Wotkltlg GtOlJp- co-chaIn'. 

SEE APPI;N[)lX FOR ENDNOTES TO TABLE 



lAUlE-' _ PRELIMUURV DETAtU:O con ti.InIMATE8 (FEllERAL AND aTATE) 

fOR "H'tPOTHI$TICAJ. WEU'ARE AUORM PROPOSAL 

(81 ~ """, hlllllUkMI. ol_Ia,1Oj 
(24 __ woruc Pf'OS'ilO'l'\ 10110-" tlr A__lI 

~tiI\d N~r.~.1 

10Y_ til V... 

To)"'1 F..t.,aI.... ,." .... .." ...... 
PAAEHTAL REaf'OHIUIlII..fn' -.
l1li1_l1li-. (2~O)p~ ~~ ~~ ~" 

50 ""Co"'P~"'O_"il~~ '"."" P'" .,.., • • "" (8101No Addltloul o.n.ftl.,fot MdII4mof ChUd•.t!t (2761 " !)1l)1 
'"''''>Allmon T..... p••..,. j1W) Jt.Wklthmil 1,175 1,1$11. 1.210 . .un '..."'" ~". '.= ,,,.. ... 

Child Support Enk>rclMftl ,...,,,<0, • ..... . mO)1>......lty EatabII......_t (N• ., (l,OMI{315) 
",,1(0)- .'" i1,ooof (l,tiM} (l,$$S)En*-tl"lltl '''''' to. . ,to ,to '....~*~.. ' "'" t" "'" .... 

Hon-CIIlIIocIMI p.,Mt .lOOatwORK 1.S19'.'" , '" .._ .. Grant..1td P .....1Sng n-••1lofI1l '" ,. '" '" ,. '"to '" ." 
n. '" 

'" 
... '" ,Chlld~"-_~"".~. t.""'.'". '''' . ". .. -

t,'MS 6,1l»&UOTOTAL, PAAEHTAJ. RUP<)NalOtUlV ... n. 
" 

'" 00''" . 
TRAHSITK*AJ. AIOII'fAHCE FOllOWED lOY WORK 

JOSI-P...p ,..'" tOO ' ZZO 1.22~ t,i~ 

,~ 1,010 7,140 1J,~U~Joas~ ... ... .to '" 
~ ctilld can .... JOGa 4,~10.., ... ... .SO <,'" ,..,. 10,150 11,135t-"" t.- 2,140 ..".WORK "'09'.0'1'\ . .,. ,.. ,-'"~I ChIN c.... for W<mK 4,545 4,12'5'" "" (1,275)S......II. Ir...... Child ~...... ~ E.II.pM""'" .<0, <"" V"" 

i "'" '''''' .'" 
T......1IoAIll ctIlld Cilr. 2,320,>.=,.. <t. !SS " - . '" "" 
Enhll""y T..... c._ .......a-! 
 .. '"" " (t,too) tl.l00j (t,«.O)IIllYlnll"" c.","'" ~ ~,lMlOl."" . """ 

1S .., w ... '" 
:ADP F_••, .,nd ."'t. .,......"Alimtn EttIdilMy """" , '" "" "" '" , " 

,~ ,~. 25,6:)5&UDTOTAt..,JOIlII/WOAK, 2\i,4101>,3.»0 <."" '.~ 

MAl(lHQ wom; PAY , . 
!W....klnQ p_ Child c.o. (C.ppild at ~ ,....,. ..... ~.1" 

, 

2',2$0 2,4~ 16,210im-t~l. , '."" 

No.. 2; nn Y_ ilnd 1.", V.., fildtof.' 0HttI...."'••__t 90'lIo of IlIf ."""'O~.......I><I>f"l ..... I<KI;o""""" 
_.tIt. .... IItfltlfTilf'lt _.." ,....; I:hlld IUppo!1l. m.ec_.l ...... ~ Itt tt. 

...~\IW..,.I piholl: __pt~lIiv. doWllondf.u.u. g,.,,'''.'.....-.::hild.t lOO'1ri.. 

, 

'RfIHV[HTIN(i 40VERt0WDiIl' "$1&'1AHe£ 

lOA ..... ~""1>#- o-GlriIoItil ,.. ,.. ,.. ...'oo'oo • 
Stat. Ft.1ItWIItr _ Ell"," ~~ 

...., CloUd 1k/pp<lori O~. ... .,. .., 4,.1195 2,01$ 
GowMnUr c..mom. A__ IioJ F'0<04 ....... _ tlmK, , 
,, "" - . "" "" ... ... ., 

, 

- .. .. ..SurlAlu....u..." ..., ~ ..~, ltD...... ,.., ,~ :/,7$5 2,715••\ ...... 11<;0 b.~. '" *"SOO ~ V.I.... " " ..,'" '" ,.. ,..0_101. r.rrlloli..' C.rnlMjlllIt fix 11'1.,.110" ','"'" 
~ ,~'" '" ""t,:ms".,All ou."'n '" '" '" 

'."" .,- .,..,1,5$0 1,51(1GUO-TOTAL RGA 7,.II3!i : 
~ ""'" 

GRA.ND TOTAl, 5S;:rSO ........... 1,t1Hi ..'" 
N,,'-l, P.fiI........ d.,."'''' ..I'Ino.. "'" .'"
• 

Sou".., HHlI/A"PE Nft .tII_"'''' Th.....timl1'" "'..¥ • ....., ......Il<;! wlU'l mt1 'III'!:I>I", HHft ..Mf 0l1li11 h4.II hiln "of I>Mn 
~m..:I.tI'f ,n'.w.d by OMS. Th. p.tolkl.. d$1W1 r<Opt..."I. __.,... ,__"dilUon Ill ..... Wo,UnO Cfovp _~t....Io ... 
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TABLE 1 _ PRELI..INARY .U..MARY COST E&TI.....T£. (FEDERAL AHD GT... TE) 
FOR ... HYPOTHETICAL WElFARE REfORM PROPO.AL 

(8y • ..,,..... In...uuon. ot doOlI•••) 

(24 ....... _ WORK Pf'OII.... 101...... by "'--lJ 
(W~.nd Non....... ~) 


P.liNnlty e...bll........,t "'.1) 
En~t(N.1) 

Com....... eo.. ' 
NOItoCU.toclIal P .....t JOBS/WORK -

.-.-.. Gr.nt. ..... P.....tlnt o-lItr.tIona 
Child Suppooi"'_••noe D_IOtr.lIona 

.UBTOTAL, c.e 

I"AN"'''O'''' ...SSI.TANCE FOLLOWED BY WORK 

I"'"''~''' ''',. eo.. 

1",,,"-,, T.-n c......Mg.....nt 
• C...loMd ~uotlon 

F-..I...I ......... Sy.....11./Admln EfIIc"ney 

8UBTOTAL,JOBS/WORK 

WORKP...Y 

1",,,.',,,,,,,,aGOVERN..eNT ...SSISTANCE 

I :::~::'~!:::~:::::t~.nd01••",. 
"'_hl ... FoOd Stflmp. on U...tt, 

In...._. Real Property. T....._. 

bclu.aon.... ~ Equity V.I... 

I~~~::;;"""''''' C.pelAdju&1 tor Inflation 

MDC ... Food 8 .....p.,3O% 01 pove.rty ..... 

'"n. 
'" 
'" 

'" ',""',"" 
'" ,., 
"'" 

'"(520) 

"" 
',~ 

',000 

""2.210 

1.720 

25,G3S 

16.270 

'"8.2&0 

".811S 

m 
2,785 
1,140

" .., 

,M, 
= 

(810) 

.'"(2.600) 

'" 1,870 

'" ',= ... 
1,105 
8,425 
4,410 

~,135 

4,125

.'"
2,120 

25,455 

14,645 

2,015 

,...
',~ 
1,375 

'""",, 
,~ 

1.200 

... 
5,710 
3,920 

8,120 
3,670 

22,215 

13,015 

'"..,. 
2.015 

,.. 
',
',~ 
1,315 

No.2: Nln.ty "".-nl .nd elghty,.....,...1 hdeor.1 ................-.1 ~ (.nd 10%) 01.11 .xpendltur•••~"'pl 
the following: bsnsnl.....1cII".nl ...."*' •••a; ehlld ..pport I.....1Ic1Mod.t r.,.. epseln-..l In th. 

hypothetical pI.n; ..... cornprsnsnool_ d_natr.tIon g••n,. .......tet..d .1100"4. 

• OUfOe: HH8,"'IIPE ...".&11....... Th....&11.........___,-..1 with ... l1w1lhln HHS and o ..a bill h._ nolbssn
ofllclany ..__ by 0..0. T... poIlel.. do nol tsp'• .-nl. _ .........-.........lIon 01 .... WOtklnll Group oo-ch.I... 

;. ~ 

SEE APPENDI)( FOR ENDNOTES TO TABLE 
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TAaUO l - Pl\£UIIIN ..... ' on.... lfD con fSlIliATES (1'1!Dr.1Ul. .t.HO STATE) 
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GOVeRNMENT AUISTANCE 
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COSTS AND FICliANCl~G 

There is "reiativcly little disagreement over the basic structy.rc of a preferred plan. The difTicult ! 

part is coming up with acceptable finaincing options and cutting back on the policy if financing 
options afC limited. 

((1."'( J .~h....s COSTS 

1, " . I d .. f-~ " . 1 ' - _~r{( The costs 0 r elaTe fe,orm ioJil!i IIUI6i~ly cpcnd on~ohcy deCISIons. T lC workmg gronp bus 
1'-"/ produced a which can serve as the :{tarting point lor discussion. The combined"
%Avc. slate and federal co~ts oreach major clement of the welfare reform plan arc shown below. In ~ 

,.,r-« each case we ~how one )'cat costs for FY 1999, l}ve-year costs for FY 1995~ J999. and ten year 
l~ .~CQS:S for FYI995-2004, , 

~ 1••b , .. 
S~~.. ~r>4 .\...,......~
"..... ~.- ".~'-\' 
.,. ~""' ..Ir$."
.".."",'" \ Costs of Working Group Consensus Welfllre Reform J'roposaJ ,. .

r.1JI. 
.~~ I)'~ "'" \.......0 

Prevention, Parental Responsibility, 
Child Support Ellfbrcement 

Make Work I'ay--Child Care for the 
Working Poor 

Transitional Assistance Followed By 
Work 

Reinventing Government Assistanc'e 
.. -,. 

Total State and Feder:.!, 

Less state contribution 
...

T ot:tl I"edeml 

FV 1999 Five Years Ten Years .. 
fV 1995-FYI999 FYJ995. 

FY2004 

-4.17 .-0.14-0.19 
. 

2.00 SOO 16.27 

3,72 ' 8.57 27.72 

.
0,94 4.78 124 

,, ,, 52.226,46 , lUI , 
, ,,,

- 1.82 ,, -5.22-0.65 

16,39,5.81 47.00 

, 
The specific sub clements arc shown in dNa!1 in Ihe appendix tables, The CQsts could be reduced 
by a variety of policy chal]ges. }ye l?elicve the only part of the program which really cannot be 
rcd~H;cd and still meet iEc commitments to dn serious and comprehensive welfare reibnn is' , 
trar.hitional f1.SSiSlf1.nCC followed by work. GiVClllhc ta-rgetting already prescnt in our proposal. \Nt! 

arc already under some attack for [lOt going far enough fast enough. We also sec few options: for 
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additional savings in the Prevention and Parental Responsibility section. Thus the major optlons 
involve child care for the working poor and reinven1ing government assistance. In addition, we 
propose a number of demonstrations ~'1bi"A il8whi h8 88ttiMi 88,,1•. These could be scaled back, 

The table below shows the costs of particular elements net of s1ate conlribulions, Vil1uallyevery 
element in the table has strong support from the Working Group. JV!orcover, there was no 
co'1dcnsus on wh'ich elements should be cut first. 

POTENTIAL COST REDl!C'l'IONS . FY99 5 Year 10 Year 

Child Care for the Working Poor 1.80 4.50 14.63 

Reinvention Options' 
.,' , 

Eliminalc Discriminatory Two-Parent Provisions 
Ea;eExisting Asset and Automobile Rules 

0.45 
0,]0 

1.08 
1.l2 ~~; -1'1,,14. J..h. ~:... 

Allow Slatc Flexibility on Work Incentives ' O,!9 0.64 1.50 
Maintain Differential Accounting for AFDC and Food Stamps 0.25 0.95 2,23 
Double Contributions to Pucrto Rico and Territories 0.14 0,63 1.38 
Tot..1 Reinvention 

Demonstrations 
Prcvcnlion Grant::. 0.03 0.10 0,24 
Work and Training for Noncustodial Parents 0.20 .0.43 1.97 
Access and Parenting 0.03 0.14 0.29 
Child Support Assurance 0.25 0.55 I 50 
Microcnterprisc and Subsidized lDA 0.10 030 0.70 
Tolal DcmonSinttions 

Eliminating or scaling back any of these options will be difIicult. Child care jg provided for people 
in JOBS and \VORK and for those leaving welfare. lfit is not provided lor the working poor, ' 
serious equity and incentive issl,Jes arise. Moreover, if we target on young people, child care is 
Ananicular conct/iV if the gO,ai is to get people off welfare permanantly. The $2 billion in the pl~n 
Itr child, care now will cover most working poor families, but nol if utilization or costs, rise ' 
rapidly. .• 

Each orlhe rcinvcnting options has strong suPPOrt. There I:;; strong support lor the two parent· 
provisions ~on moral, symbolic, and political grounds. Proponents argue this policy is 
essential ifwe intend to send a clear message about sirenglhening two-parellt families. The 
improved asset and automobile rules sceme'd especially important since cUfrenl rules make it 
almost imllossible for persons to own a reliable car to usc in gCl1ing 10 work. Work incentives 
reward work, and arc a major source of waiver reQuests. Proponcl1ls argue it h; silly to allow / 
states to set any bencfit lcvel they }hoose, but not to adjust the work incentives and benefit cJ(6.~ 
reductions associatOO with work. lSo-.. ",,\\.s '"'11\.-. "' ..... .1'''1"'"11 ' - .., 
.1;< ___.. ~I. f,t..... ~~1.....J'- ..t~. \ . . 



Puerto Rico and the territories have a fixed allocation of money lor Arne. JOBS, and programs, 

for thc aged, blind and disabled. Rcsidcols are nol eligible for SSt Toe allocation has been 

adjusted only once since 1979 . .:rhus doubling the existing caps seems both necessary and 

appropriate. 


Each of the demonstrations also have strong supporters. Prevention grants arc part of the teen 

pregnancy prevention. Work and training 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 rolc in nurturing the child along with our greater expectations for 

child support payments. Child support assurance has extremely strong supporters, but some . 

significant critics. Most agree that demos are a good way to resolve the questions. 

Microentcrprisc and IDA demos focus on the goat ofgiving people real opportunities to 


accumulate assets and start small businesses. There is-likely 10 be strong support in Congress for 

all oflhc~e ideas. 


Below arc a few packages which wo~ld reduce the budget: 

Packages with 5 year costs of$13 billion 

Packages with 5 year costs of$IO billion 

... Packages. with 5 Year costs of$7 billion' 

, 

FINANCING 

There simply arc no c<1.sy financing options. Each laces serious political problems and raises somc 

substantive concerns. We have sought to develop linaincing options which are sound policies and 

politically sustainable. Given that we sought to find most of the finainacing by cutting e.xisting 

low income programs, all of the options have some troubling irnplicfttioI1s. 


WclHtrc reform itseJr~iII generate a certain amount ofsavil1gs from child support enforccrncnI. ,to 

cascload reductions, and changes in eligibility mles. These internal savings have already been 
sh"own netted Out of the cost tables. Thus we examine only those proposals. which arguably lie 
outside lhe basic rcfonn proposal. We have explored closely related income transfer progr,rlms 
and identified r~fonn!i that would improve their targeting., e.flicicncy, and ellcctivencss whilf.!", 

, providing savings. \Ve paid particular attention to programs that sccm to be g:-owing very 

rapidly. Each of the proposals is difficult. Each will be controversial, but each can be"'justHicd on 

sound policy grounds, 


EfHiHemeut Refonns 



Conform Af9.CJl~nefits to the J30%.ofPQycrty Rule of Food Stamp,.5 Food Stamps and AFDC 
usc somewhat dil1crent definitions off,1.mily. AFDe is It child centered program with the Iiling I

'uni1 definied narrowly around the child. The child's parent and sihlings arc almost always part of 
the unit, but other relatives generally arc not Indeed siblings arc not part of the AFDC unit if 
they receive SSt Food stamps uses a definition which is closer to extended families living 
together, Food Stamps also has a rule that unit.s with income above 13Ql1,4 of poverty (i.e. roughly 
$20,000 for a family of four) are not eligible to collect Food Stamps" At one point we sought to 
conform AFDC and Food Stamp filing unit definitions, but backed away when we discovcn::d this 
would cut many people otf AFDC in low bene-Ilt states a,<; the,income and assets of otners would 
push the family above the very low AFDC benents there" 

Nonethless, one option would be 10 apply the Food Stamp 130% nlle to AFDC units as well-
effectively denying AFDC benefits 10 children living,in families with meome above 13()l}"O of 
poverty. This would im{}Ose no new ,administrative burdens since the I1lle already applies 10 Food 
Stamps tl.miilfh.lt~ applying this rule to AFDC \vould reduce AFDC expenditures by roughly 
6% or $1.4 billion in FY1999. 

Two types of families would be aHeeied by thls plan. Firsl "child only" cases would be reduced' 
significantly, Child only cases arc those where: no parent is present and the child is living with a 
relative who 1S not the legal guardian, the parent is. present but the parent is all undocumented 
alien, the parent is present but rccciv{tng SSt These cases have grown dramatically in recent 
years, rising rrom rohghly 400,000 in the mid to·late.1980~ to nearly 700,000 {;{1SCS in 1992 In 
child only cases, generally relatively tiale income of other household members is counted in , 
determining benefits and eligibility. TIlliS many h<,tvc house!;olu income in exccss or 130% of 
·poverty. The argument for limiting AFDe in s.uch cases is lbal1he money can he beHer targeued 
to poor families. The argument against it is that especially in the case of Ilollgtlardian relative, the 
limitation on benefits might discourage some relatives from taking in a child \vho might 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 
ofthc·chUd would not be subject to work requirements and time limits. 

, 
The second ~ype of family which could bc aHected arc extended famtly settings. ]'Vl0S1 commonly 
a parent and child may be living with Ihc grandparent. Jfthc parent is'over 18 the grandparents 
income is not counted in detennining eligibility regardless of the income of the grandparent. 
Other:situations would include cases where the parent is living with a sibling. This.policy would 
prevent ArDe payments to situations where the parent had low income, but the extended family'S 
income i~ weB above poveny, Here the rear is that tillS policy might uiscouragc extended families 
from living logcthcf, , 

. " 
Note thiS prop-osal wou[u not affected Medicaid eligibililY of allY persons. 

, 

Q!n the Emerg~Dgy Assistance Program: The tittle known AFDC·Emergency Assistance 
Program is an uncapped entitlement program which is out or controL In FY 1990 expenditl.lfCS-;'· 
totalleu $189 million; in FY 1995, it is estimated that expenditures will be $644 million and by FV 
1995 almost $1 billion While the intent of the EA program is 10 the m('el ~hon-lcrm emergency 
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· .. 
needs and help keep people 011' welfare, ~tafcs currently have wide latitude to detcnnine the scope 

of their EA programs. Recently states have realized that the dcllnition of the program is'so broad 

that it can fund almost any critical services to low income persons. Since the EA program has a 

federal match, stales have rapidly begun shifting costs from programs which the states fund on 

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

program. Stat~s appear to be funding ~crviccs that address JongRtcrm problems as well a!ur.ue 

emergency issues. 
 .. , 

We propose to repeal the current Emergency Assistam;e program and rcplace it with a Federal 

matching cap for each state's EA cxpcmlitufcs, The cap will be 3 percent of the state's total' , 

AFDC benefit payments Incurred during the previous fiscal year. The Federal match will cantin~e 

at 50 percent up to the cap, Under the new capped program, states will also be given the 

flexibility to determine their own definition of emergency services, This will give the states '. 

fle..'Xibility to addrcss various special emergency problems, We would use the FY9J expenditures 

(estimatcd a1 $386,9 million) since using FY94 (estimated at $558.9 million and rising) would 

encourage slates to spend more this year to increase Ihe baseline, There will be a bold harmless 

provision 10 pmtecllhe seven states ihat spent above the 3 percent cap in FY9J, 


Critics of this proposal poin1 to the fact iha! much of the money is now going to programs such as 

child welfare and homeless relief. Thcy also noic that capping at the FY93 level may hurt stales 

whose spending rose in FY94, 


RefQJ:.nLQf the Family Day Care Home Coml2onctlt of the Child Care Food ProgranJ The Child 

Care Food Program provides food subs.idies for children in two types of settings: child care 

centers and family day care bomes, They arc administered quite diflerently, The subsidies in 

centers are well targt:ted because they arc menns tested; USDA believes that over 90 percent of 

federal dollars support meals served to low income children. The family day care part of the 

program is not well targeted because it bas. no means test (duc to the lack ofadministrative ability 

of the providers); a USDA study cstioUlfC:; that 71 percent offederal dollars support !lyeals for 

children above 185 percent of the poverty line. While the child care center funding levels have 

been growing at a modest rate, the family day care funding levels are growing rapidly (16,5 

percent between 1991 and 1992) 


Thc.following approach better targets the family day care funding to low income children and 
crc.1tes·minimal administrative requirements for providers: 

A Family day care homes locuted i111ow~incomc nrens (e.g., census tracts where a third or half or 

the children are nelow 200 percent 'of.tl1c poverty line) would continue to receive reimbur"emenl"· 

for ,ill meals as they do, wday. 


- . . 
R All other homes would huvi.:: II choice, Tiley cm::d elect not to lise a mcansAlcsl: if they 'ciCCI " 
this option, lhey would r{.'(;eive reimbunmmcnt but <11~! ~ome\vl:at reduced rate ($\ ,27 per mon! 

~instcad nf$! 52), though still much higher !halllhc rale paid for n:ost children i.n child care, 
, , - ccnlcrs, ,(Meals served 10 children over 1 ISS percent orpovcrty in cemers arc reimbursed at just.. 0' 

, SJ I per meal) Altcrnalivcly. a fiUllily day care home could administer a simplilicd. t\vo~p<lrt 



meanS-lest. Meals serve to children below 185 percent of tile poverty line w{Hlld be reimbursed at 
the higher ratc. Meals served to children above 185 percent of the poverty line would be 
reimbursed at the reduced once rate. 

Critics of this proposal will argue that it may hun children because ramily day care programs may 
drop. out of the program, Given the fact reimbursement falls only slightly, ~tnd only fOf homes In 

-- well to do areas, this sccms rather unlikely. .~ 	 , 
.. .'-. 

Tighten Snon50fsi1ip and EligibilityJ~.~.!~§..fQ.LNQn-Citizens. In recent years, the number of non'
:: 	 citizens !a\vfully residing in who collect SS( has risen very dramatically..The Cht1l1 below'sbows 

that aliens rose from being 5% of the SSI aged caseload in 1982 to being over 25% of the 
casetoad in 1992. Since 1982 apllications for SSI from legal aliens as tripled, even though 

jpllnigration rose by about 50% over the period. 

Most of these applicants enter the country sponsored by their relatives, Until this year, current 
law required thaI for 3 years, a portion of the sponsores income in excess of 110% or poverty he 
"deemed" as available 10 help support the legal alien should they need public assistance, Currcnlly 
47% of aliens on SSI apply in their 4th year in the U.S. 

The House Repu~lican welfare reform bili finances its reforms by denying all means lested benefits 
to noncitizens. Since undocumented immigrants are already barred from collecting benefits 
(except emergency medical services), this proposal only affects legal immigrams who have not yet 
become citizens. Such a policy is extremely difficult to defend" Legal aliens arc required to pay 
taxes and ~ontfibute in many ways, We believe the administration should categorically reject such 
a proposal. 

"-
Nonethless, the question of how long a sponsor's responsibilities should last tor a relative they 
bring 10 this country is ditlicuh. Recently, the time was extended fOlJ!l J years to 5 years until. 
1996 wh~~ it reverts to 3 years again, as a way of funding the UI extension, The mO~L.m(jdcst 
proposal w~ould be 10 extend the 5 year deeming provision pcrmanamty. One cot;((l arg!lc that 
9cc11ling should ex/end until the immigrant becomes a citizen. 

The propo:it/[ would set consistent deeming rules for nOll~citi.lcns acros.s Cour Federal progrant~ 
(SSt AFD(' :V1ctlicnid, ~mtl Food Stamps):' Thc"proposal is bascd on long standing l:nrnlgmtion 

. policy thai immigrants,should not become public 'charges, However. it fllso ensurcs lhat truly 
needy sponsored immjgrant~ will not be denied welf.1rc benclits if they can estflblisb lhat ihcir 



sponsors arc no longer abl~ to support them, The policy would not a!lcct rcfhgces or asylees . 

.. There currently arc a number of different categones orimmigrnnts, T~e second clement of chis 
proposal establishes similar eligibility criteria for all categories of non-citizens undenhe four 
Federal programs. Currently, due to different eligibility criteria tn statute, and litigation over how 
to interpret statutOlY language, tnc fbur Federal progrnt!!s do ,nm cover the same categories of 
non-citizens. The Food Stamp program has the most.restrictive definition of\\'hich catcgorlcs of 
non-citizens are eligible for benefits (Le,. the'eligibility criteria encompass a fewer number ofiNS 
statuscs). SSI and Medicaid have the' most expansive definition of which categories of non
citizens are eligible for benefits, and the AFDC program falls be1ween these extremes, 

. 
This proposal creates eligibility criteria in the SSl, Medicaid, <lml AFDC programs that is similar 

to the criteria that currently exists in'the Food S~a)l1p program. The new list of INS statuses 

required for potential c!iglb:lity to the SSt, Medicaid, and AFDC progmms would also be the . 

same as those listed in the! Icalth S{."Curity Act providing eligibility for the Health Sccurity Card, 

This part of the proposal would result in savings in the SSt AFDC, and Medicaid programs. 


This proposal would affect applications after date of enacrment (i.e" it would grandfather current 
recipients a~ long as they rem~lined continuously eligihle for benefits). 

Tax Comilliance Measure,s 

Deny EITe to nonresident aliens. Under cmrcrtt law, nonresident aliens may receive the ElTe.' 

Because nonresident taxpayers are not required to report their worldwide income. it is currently 

impossible lor the IRS to determine whether ineligible individuals (such as high income 

nonresident aliens) are claiming the ElTe The proposal would deny the ElTe!O nonresident 

aliens completely. We estimate that about 50,000 taxpayers would be allcelcd, mainly visiting 

foreign students and protcs$ors. The proposiil would raise $133 minion over 5 years, 


EITC information rcnoning for 000 persQ.!1nel. Under current law, families living overseas are 
ineligible for the BITe. The first part oftbis proposal would extend the ElTe to active military 
families living overseas. To pay for this proposal, and to raise net revenues, the DoD would be 
required to report !he nontaxable earned)ncome paid to militar{personncl (both overseas and 
stateside) on Form W-2._Such non1axable earned income includes hai'lc allowances for . I 
subsistence and quarters fieeause current law provides that in determining earned incoJ11efiJt" 
iT/f...' purposes such nontaxable eamcd income mllst be taken into account, the additional" 
information reponing would enhance compliance with the 8ITC rules The combination of these 
lWO proposals, which together would rai-se $162 million o~cr 5 years. is su'ppoftcd by the DoD. 

-Gambling romp-liance proI1Q~ls, Current mles: r:equire withholding at a rate or28% 011 proceeds 
from a wagering transaction if the proceeds (amounnecclved over amount wngcc"ed) cxceed 
$5,000 .\nd are al leas! 300 rimes tbe llnlour:t.wagcn::d (i e., odds of300:! of' h:gher), For 
lotteries, sweepstakes. or wagering pools., proceedi' from a wager of over $5,000 arc subjccl 10 .,.. 

withholding at a mte-of28% regardless of the odds. No w~thholding is. imposed on Winnings fron'r 
keno, bingo: or slot machines, There are three cOJ1lp()nent~ to this revenue nli~ing pwposals. its. 

. , 



.. 


follows: 

(a) l.Qqcasc withholding rate on gambling winnings in excess of$50,000, The first 
component of this proposa\ would increase the withholding rate on cenain gambling 
winnings from 28% to 36%. The higher rate would apply only to winnings in excess or 
$50.,0.90., In addition, it would 31}ply to such winnings regardless of the odds, Thi5 is 
estimated to raise $516 miHio!, over 5 years. The increased revenues restlh from a -. 
speedup in collection of tax and enhanced compliance. 

. .....
(b). Ylithholding, on gainbling' winnings, The second component of the proposal would, 
impose withholding on gambling winnings of over $7,500 irom keno, bingo, Rod slot .. 
machines regardless of the odds, This is estimated to raise $248 million DVC! 5. years,

-""". . . 
(c) Information reporting on gambling winnings, Currently, information rcporting is 
required on gambling winnings in exccss of$600 (except that ill the case of bingo and slot 
machines the threshold is $1,200~ and $1,500'111 the case ofkcno) but only irthe payout is 
hased on betting odds oDOO to 1. or higher. The proposa! would extend the information 
reponing requirement to any'winnings of$IO,OOO or more rcga:-dlcss 01:thc hetting odds. 
This ¥:,ould raise $215 million over 5 ycurs. . 

Limit Ene to Single Filing Mal~ For Whom I}atemty Has Been Established Policy still LInder 
development .. 

Revenue Ibisillg 1\'leasurc$ 

Excise tax Qn revenues from gambling. Cenain wagers authorized by State law arc currently 
taxed at a rate of 0.25%, and uqauthorlzed wagers at a rate of2%, ThaI lax is calculated as a 
percentage of the ammll1ll1'agered Only wagers \\'ilh respecl10 sporting events or contests and 
pools and lotteries conducted for profit arc- subject [0 tax, The tax does. noi apply to drawings 
conducted by nonprolit organizations, games where \vinnings are determinc'd in the presence or all 
persons placing wagers (such as table garnes, hingo, and keno), parilllutuel betting licensed under 
Stllte law, wagers made using coin:operated or token~opcralcd devices, and State loUe-rics. The 
proposaJ would Impose an excise ta.x 01'4%' on gross revenucs (wagcrs less winnings paid aut) 

." from all gambling activities except State loueries. This proposal would raise approxima1ely $3,2 
billion over 5 years. 

Phase-out or reduce dependent care credit at high income levels Under. current law,· a dcpcifocnt . 

care credit is allowed for ace!,1ain percentage of expenses incurred to enablj; the taxpayer to be 
 ., 
gainfully employed, This credit 1$ freqllcntly uscd for chi!d ,;arc expenses and, therefore, is ~ 


sometimes referred to as the child care credit The credit is cun'clllly J0% or qualifying cXP(:l1SCS, .·r" 

phaSing down'to 20% beginning at $10,000 of adjusled gr.oss income. The maximum amOllllt of 

creditable expenses is $2;400 lor households with onc qualifying dep.cndem and $4.,~OO ror' {\V9. 

qualitying depcndcnls, resulting in a maximum credit of$1440 (Lc.• '30% ofS4,800), or $960 for 

those whose credit rate is 20%. Currcl1tly. after the phasc~down to 200/1), the credit i!' available 
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regardless of the taxpayer's income" Several alternatives have been considered in phasing out or 
reducing the credit, including the following three options: 

(a) Full Rhase~out for high~jncomc taxQayers. The proposal would begin to phase out the 
credit (i,e", remove the 2<Y'1o Door) for taxpayers with adjusted gross income ofat least 
$90,000. Specifically, the credit would be reduced on~.p.erccntage po.int f~r every $1,000 
of income in exccs~ of $90,000, Thus, the credit wou"fd. be fully phased OUl at $-f to.OOO, 
This option is estimated to raise $781 million ~vc.r 5 years. 

:-(b), Phase-down to 10% of creditable expenses for taxPllycrs with $90,000 to $110,000 of 
income Under this option. the credit would be reduced 'by onc~halfof a percentage point 
for every S1,OOO ufirH.:ome in ~xccss 01'$90,000 Thus. households with income orat 
least $110,000 would receive a credit of only loOh of cmp!oY'lle}):t5c!ated expenses, This 
option is estimated to raise $384.million over 5 years, . 

(c) Phase-dQwnJ§JQ% of creditable eXl1cmws for taxnayers with $70,000 10 $2o,QQ.Q..nf 
income. This option is similar 10 the im1Y!ediatcly preceding option except that ~hc pha~w-' 
down would begin Wilh adjusted gross income '0[$70,000 (instead 0[$90,000). This 
option is estunated 10 raise $626 million over 5 years. 

IlALANCING COSTS ANI) FINANCING 

If the 

The working group recognizes the need lor cuts in existing low income entillemcnts to lund 
reform. Nonetheless, there was little enthusiasm for any of the cmitlcmcm reforms proposed, 
The group thought it was particularly inappropriate to cut existing low income programs to fund 

.child care for the working poor, Thus one approach would be to use revenue measures for child 
care for the working poor, and entitlemcnt r.eforms and tax compliance measures for other 
clements. 

If we think of ways If) finance child care, rcdllctions in child'care tax credits for upper income .... 
families and reforms in child carc feeding seem like a very dose link. One can add'the gambling 
lax on thc basis that new rcv~nues should be used for this new initiative. Comparing these three 
sources one finds" that the finances fall slightly short of covering thc"1:osts'ofworking poor child' 
ca~.e in the.s year window:wclt short in the 10 y:car window. Setting Ih~ gam~ling tax somewhat 
higher would ma~e th7 match somewhat closer. 

revenue raising measures to child care r& the w'orklng p·oo.., direct AFDC ellts in the form or the 
1J.O% ru~c \0 AFDC expansions through reinventing government, and other cr:!i! lcmefJ{ rcfbnns 



and tax compliance measures for the new transistional assistance program. 

Comparing revenue raising measures included here 10 the costs of working poor child care, one 
finds that the 

'. .... _. " 
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MAJOR POLICY ISSUBS 

·The plan as described ~"'reflects tentative decisions on ~ 
number of relatively c~ersial policy issues. This section 
identifies the key decisions and discusses alternative approaches. 
These· issues' can be· considered in the context- of two overrid~ng
questions: . . 

welfare" as a way of 
o 	 Does notiOtif of "success:' thatlife?",the;~p~l~a~n~~~~~~~~~

the plan assumes 	 with expectations for 
dramatic reform? 

- 0 Does _the plan achieve an appropriate balance between.._ ~.~ 


. responsibility' and -opportunity I and between -'high 

expectations for parents and protection of children? 


In each of these areaer,-~lternative policy decisions could be made 
that would shift the llalance of the pla,n in one direc~ion or the 
other, 

What is success? 

An i~portant ~Jlienge for the plan is to embody a definition of 
success that ~.e~ts the· several dimensions of "ending welfare as 
a way of life. It must also recognize the difficulty of the task~ 
the oonstrained oapacity of the system to aohieve'it, and the need 
to protect vulnerable child,ren and families. 

The plan assumes that suocess has several dimensions: 

o 	 Ending welfare as a way of life l by expecting everyone to 

work or prepare for work, changing the culture of, the 

,welfare system from an .emphasis on income maintez:tance to· 

an emphasis on work and the, responsibilities of both 

parents I and imposing serious' time . limits , 


o 	 Improving the well being of ~ch'l.'ldren and their 

families through increased,earnings and child support, 

and providing protections for the; most vul~erable 


children. . !I' J I' ,,' ,.

:tl..J ...... 1-n.. ••c",,,,,,,,I.. ....I...... """""' _h. ",,1_.:. _.,.,,,,,..... #>y -"..,wwk 

o 	 PlP8V9nting- same 9AtNaS'- "pta !,mliia.s th1'e1:t9A e. p4~;.4"~7 
.8A18;iil•• ie" 8' seroJ:CeS and an BlRpAoaeie en the'$ :J' • 

...........'jiit.ierd'!t ef pdtGlttH668. .' _ '.' . Lt~ P'fI!'~rt, r 

..- " 	 , , . . &'I",...".:..... #i;r,iJ.; tfh· ... J 
o Achi~vin9 some case load and cost reductions ",after a Iftuyy,...,. '- ...... 

reasonable period for investment·-and-- implementation. -""""'-1:'\~(. 
".' .~~,,- . 

b4p.....+s. 
1 



Key "decision; 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 system, Should we seek 
to bring everyone on the caseload into the new system quickly, or 
should we initially target new resources on sub-groups such as new 
applicants or young families?

- . 
Immediate implementation of the 'new program would seve~y strain 
the ability of f-ederal and state governments to'"impleme~ the new 
system successfully. There is almost no disagr:"~ement ::..that phasing--·
in is necessary. 

A phase-in strategy could start with' new applicants, with selected 
states. with families with older children, or~with'young applicants 
and ~ecipients. A 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 strategy 'raises serious capaoity issues at the state level 
and questions 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 questions about' whether the culture of 
welfare can be changed if families can-ba~on welfare fo~ several 
yearsvbefore they enc.ounter-tha-new_system.\<t" __ ~~,-

~t.i '{",,:.ff1."~i., .........A- ... {~""......""'. rt.. "."'4--n !_'" "". ,,_,r;, /" t",••,.': . 
A-focus on young families, which the plan rec5mmends, recognizes 
that it is .the younger generation of actual and potential welfare 
recipients that'are the source of greatest concern. They are also 
the group for which there is probably the 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 generation, 
rather than spreading efforts so thin that little real help is 
provided to anyone.' ' 

Key de£isiQDi benefit sugalements for part time 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 exp'ectations, and about whether 
supplementary-welfare benefits and exemptions from'the time limit 
should be provided for workers, .. »". 

The first iaaue 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 
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~~l;h;~: ~!f~:Sth~a;:li!~ :~f~i~ili~~ ~~1et~I~i~~;;~;;~:~i~~!~~ 
eligible in more states.;F Proponents of al~ow±n9-eon~inued benef~t 
~cei pt-fGI:'-woFk-ers arque-t--hat-someone-who-is_working_should-be-a-t 
'least as well off as someQne_who-is-not-work-.ing-and_receiving. 
welfa.e, and that getting someone to work even part t~rne is a big 
success and should be rewarded. Opponents argue that~Continuing 
~. as a work 'supplement ~.9r lqng periods of time is ounter to 
the basic phil'tophy_of .. lie p'ph' program t....llq' W4.,G.,..... .~.r/J'~ 

y - -~ . ~_J__~ 

The Working Group and Cabinet had difficult and somewhat 

inconclusive. discussions of this y,a-r di iliizslIiL4L issue. 

There was general agreement that supplementary welfare ...., 

benefits should be provided irrespective of the time 

limit for_, ..~nyone working .~.ttl....~east 30 hou~s. There was .:,,:,, ) 

also general. support for:: a J state opt10n to Qxtend 
 6J 
s~tary bene£..its_to-ot:-her-pa-r-t_time_workers_.who~ F 
woFked-at-least, 20 hours. An alternative proposal)was to &\ is 
extend. benefit--s--t:o 20 hour workers who had prerschool . 
child.r:en . ~"r..,. l!".... L~F . , t...J1"....'....,./.,'c-"·i...·.v t, '_......<,,_..~," 

:,..••,.,. --4" 

A related issue arises around· the number of hours of work that 
states would be required to provide through subsidized or community 
service jobs, and around wheth~r supplemental:, _welt".a}:e benefits 
should be paid if the FQql1;rcd hours"of work~dla fi'ot"gJenerat'e pay 
at least as high a~ 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 
minimum wage required to earn the equivale are benefit 
level for a family of three ranges from about 7 to about 47. For I~v~~ 
larger families, work hours would have to e er 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 
full-;time work. When work hours fall short of the welfare ben-efit 
level, 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 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 

this caveat,-there was agreement on providing some state 

flexibility wrthin 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. 


~. 

The ·balance of responsibilities and protections ,...- ..... 
= 
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A second important _challenge for the plan is to achieve an 
appropriate balance" of responsibility and opportunity, and of 
expectations for parents and protection of children. The dilemma 

. ~@; because MDe recipients are both workers and parents,. ana' 
ecjla$we are concerned 'about the well-being of children 'at th'e~, ime we req~ire,work and.work preparation by their parents. 

The balancing act has to take place in two arenas: that of time 
_~ "",,",', ,limits and .work xequirements; and that of parental~"responsibillt'y:,

.:'"'and' prevention ._. ~~. ~''''~' r,_ 

Key decisions; time limits and work reQui~ents' 	 " 
J( _" ---_c 

A' number of key policy decisions on time~mits and work 
requirements affect the balance of ,responsibilj.. nd protections', 
The most ~ 'difficult decisions are around" ensiona to ",and 
exemptions "~from the' ·time limit, around ·various means 'for 
discouraginq long-term participation in the WORK program. and 
around protections 'for children when parents do not meet the 

-requirements of the program. ' 

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

The issue of extepsions aris,es ~ecause' some recip~ents e"speciallyI 

those with language difficulties, .education deficits and no wor,k 
experience, may not be able to. appropriately prepare themselves for 
work in a two year period. 

The Working Group and Cabinet generally agreed that a 
limited number of extensions for such purposes as 
completing .a high school or job 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 wi~h 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 enou9h 
disabled to qualify for 55I. A second type of exemption issue'· 
arises because requiring participation from mothers of infants or 
very young children may interfere with healthy child development 

---" '. and require substantial expenditures on infant -day. care. Under 
'-:::.:.current law, over half the ..caseload, including mothers of children 

under three, is exempted from participation., ' 
•

The Working Group and Cabinet generally agreed, that / 
exernptions4!uld be limited. and that- participation' in-
some, act! 5 be expected even of those. ,who are 
,exempted. ey tentatively agreed that states should be_ '" '; 
permitted to exempt.~'·up to a .fixed percentage. of the 

.' 
.4 



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'-n'ot-- conceived on 
welfare and a twelve week exemption for those conceived 
on welfare. . 

Discouraging extended participation in:subsidized or communitv 
service work. The WORK program of subsidized and community service 
jobs is designed to be a s~prt term!supplement'to unsubsidized work.. 
 in the private sector, not· a 'replacement::"",_for it. A number of· 
steps, which are incorporated ·.into the currerit plan, can be taken 
to ensure this: ..,... . ~ 

. ~~ """0f'1,. ~........ 'Icewil7. 

Subsidized job shots would last "'ior -a defined period e£ 
t~msr, after which the person would again be expected to 
look for unsubsidized work. 

Federal reimbursement to states could reflect the amount 
.of time people were on the rolls, in order to provide the 
states with serious incentives to move :,people into-
employment_. ~" 

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

v-<.... he r<-tl· v-J.j'
An issue arises around what i.e- e'!FBcLed ...t<O 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 argue 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 their welfare benefits reduced or might be cut off 
entirely. 

There is general agreement that a serious reassessment 
should be done of everyon-e 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 
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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 powerful incentive to move .into unsubsidized work, , liMe•• af!'e ~ ...1 
...........\111; hewett_•• ...,h, about the administrative feasibility of C.l~ 
this recommendation~ and about its equity implications for workers ~ ~ 
doing simil,ar jobs. ... 

Sanctions and protections. If the welfare reform plan i's to 
be serious 'about ending welfare as a way of life and about changing 
the basic values and culture of the welfare system, it must embody ...:. A 
seriou~ consequences for reciPie~t$Sj.~W~h~O~~dfO~~~~~~~~~--';"'~.' .......A/.·~requireme,nts. ,)".,.1
for adult from the grant for 
increasing periods sanction, It adds a sev.ere r~ 
sanctionA'benefit refusal to accept a private 
sector jo~. After the time non-participation in the,WORK 
program carries the same sanction as for ordinary workers: wages 
are'not paid for hours not worked. Notice and hearings protections' 
are continued. In addition, the state must keep its end of the 
bargain: services must be provided', 

Families wh!"se benefits are tenninated for- refusa'l to take a jop or 

to participate in the work program continue to be eligible for food 

stamps and medical assistance. There is, however, the danger th,at 

in rare circumstances families will find themselves homeless or 

unable to care for their children. For these families. the shelter 

system and the child welfare system provide the safety net of last 

resort. If the welfare system is working properly, these failures 

will be extremely rare. Nonetheless, the fact that they may occur 

must be faced, since there is no apparent alternative if the system 

is to be serious about expectations.
. , . 
Key decisions; parental responsibility and prevention 

, 
In the area of parental responsibility and prevention, the plan 


-attempts to balance responsibility and opportunity for both mothers 

and fathers. Rather than simply focusingc 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 parent'hood brings with it clear obligations, and that tl:itase 

obligations will be" enforced with- serious and predictable' 

consequences. To complement its emphasis on child support 


""obligations, it. proposes a set Of demonstrations focused on work 
opportunities and expectations for non-custodial' parents. 'It also 
proposes a set of requirements on and services for minor and school 

t-, age parents, and a comprehensive approach to teen pregnancy 
prevention. Finally, it proposes to extend eligibility for 

6 



, 
benefits'to two-parent families, to r~move the current bias in th~ 
system toward one-parent families. 

A ,number of the. key policy decisions have to do with the relativ~_ 
,priority 'to be given to various spending proposals; the section on 
costs and financinq outlines the tradeo££s. In addition there are 
three other decisions that have philosophical as well as cost 

"" implications: the size and scope of child ';;., support assurance 
., demonstrations; the living at home requirer.J.ent'; and' 'tne'· family cap 

option. "'". 

. , ~hild su'pport assurance deroonstratiou-s; The 'prop,osed child 
support"assurance demonstrations are controversial not only"because 
of cost _but also _pecause of the idea itself. Child support 
assurance speaks to the circumstance when, Iittle or no money is 
collected from the 'noncustodial parent,":either because t.he system' 
1s- ineffective or because the absent parent, has very low' earn'lngs; . b,' 

Child ~upport'assurance guarantees that single parents with a child 
support award in place cou~count on a minimum level of support 
which they cO,uld use to sup~nt their el?-rnings. Some' see CSEA as 
a crucial. way to ~make work pay~ and to ease th~ transition from 
we~fare _to work for single parents. Opponents see it as close to 
simply being welfare by another name, that might-also provide an' 
incen~ive for fathers to escape their obligations. 

Livinq at home requirements. 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 r ·there are some questions about whether we 
can ensure adequate protections for minors in'abusive or otherwise 
unsuitable homes. ' 

Family cap option, The plan also proposes an option for 
states to adopt "family caps II that limit benefit increases when 
additional ·children' are conceived by parents already on MDe. 
Proponents of family ca'ps I some' of whom believe they should, be a 
requirement and not just a state option, argue that they reinforce 
a mess.age' of ,parental. 'responsibility and help achieve 'equity 
between ~elfare rec'ipients and working families. who do not receive 
a pay raise for additional children, Opponents of family caps' 
argue that there is no evidence ~hat they det~r births, and ,that 
they deny benefits to needy childrn~" In addition, ,opponents argue •
that'the average \ralue of the benefit increase is not much greater 
than the value of the tax deduction -and the, EITe increase for a 
working ~amily that has an additional child . 

..~ . , 

.:.. 
: 
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~. 	 f)eny BITe to nonresid.~~:t a1ien~ ~ Under current. law r 

nonresident aliens may receive the BITe. Because 
nonresident taxpayers are not required to report their 
worldwide. income, it is eurr-ontly im.possible..for the IRS to 
deteJ:lnine whethar ineligible individuals (such as high 
income nonresident aliens) .are claiming the ErTe:' Ttte' 
proposal would deny ~he-EITC to" nonresident ~11ens 
completely. We estimate that about 50,000 taxpayers woUld 
be affected, mainly·visiting·foreign students and 
professors., The propoSal vould raise $1~3 million pver ,5 
years .. 

2.. El~ ilt£ormati()n~' rGPorti.nq for DoD Derson.nel. Under current .7.". 

law:, families living ·ov~seas· zi:pa", ineligible. for the EITC... 
The first part of this proposal would extend the EITe to 
active military families livi..nq QVerseas. To pay for this 
proposal, and to raise net revenues, the 000 would-he 
required to report the nontaxable earned income paid to 
military personnel -(both ov~rseas and stateside) on Forms· 
W-2~ Such nontaxable earned income includes hasic 
allo~ces- for subsisk-en~e and quarters. Bec~use current 
lay,p~ovides that in ~aterminin9 earned income for ElTC 

_... DUrPoses such nontaxable' earned income must be taken into 
accoupt, the additio'nal information reporting would arihance 
compliance. with the EITC rules~ The colllbinati'on of theSe 
two proposals, which toqe-thar would raise $162 mi11ion over 
5 years, is sUPJi>0rted by the DoD. 

3. 	 Gamblinq Complianoe Pro~oSAl§. Cllrrvnt rul~s require 
withholdU1q at a rate of 28% on proceeds from a waqerinq 
transaction if the. proceeds (amount raceived over amount'_ 
wagered) exceed $5,000 and are at least 300 times the alnount 
waqered (i~e.(~odds of 300:1 or high~). For lotteries, 
sweepstakes, or wagerinq pools( proceeds from. A wager of 
over $5,000 are subject to withho~dinq at a rate of 28~ 
regardless of the odds~ No wi~hholding is imposed on 
winnings' from keno, bingo I - or slot maChines. There are 
three components to this revenue raising proposal, as 
'follows: 	 .. ;. 

(a) Increase withholdinq rate on ga:mJ::?linq winning;1.... in 
§'I:cess of $50, OOQ. The first com.poneiit 'c'f tliis proposal 
would increase thE! withholding·'rate on certain 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 reqaidless of the. odds. This' is 
estimated to raise $516 million ovar 5 years.. The "increased 

-revenues 	result tram a speedup in'col1ection of tax and- , 

enhanced compliance. - '. 


(b) Withholding on gambling winnings. ~he second~ciomponent 
of the proposal would impose withholding on gambling 

http:rGPorti.nq
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winnings of over $7,500 from keno, bin90, and slot machines 
regardless of the odds~ This is estilnated..,to raise $248 . 
mi11iou over 5 years. 

(c) 	 lnfQrmatiPn rAAs;1rting on q~JnblintLKinni:ngs. CUrrently', 
". 	 ' information reporting is required on gaml::>lin9~winnings in: : 

excess of' $60.0 '(except that in the case. of bingo, and slot __ 
machines the threshold i~ $1,200; and .$1,500 in'the case'of 
keno) but only if_the payout is based on'bet~inq odds~of 300 
.to 1.,' 'or higher. The proposal wou.ld extend the information.
,reporting rQ(Jllirement to any 'Winn~9s of $i'o~ 000 pr more. 
regardless of the betting odds. This would raise $215 

"mi11ion over 5 years. 
~":,.,, -, 

,EXe!sg -t:Ax on revAAues from gambl.i.nq. Certa'1.h ;';'gers 
authorized by State law are: currently taxed at a, rate of . 
0.25%, and unauthorized waqers at a ra.te of 2%. The tax is 
ealculated as'a percentage of the gmgunt wagered. OnLY 
wagers,with respect to sporting events or contests and pools. 
and lotteries conducted for profit are subject t,o tax. The 
tax does not apply to drawings conducted by nonprofit 
or'9anizations, games where winnings are determined in the " 
presence o~ all persons placing wagers {suqn as table gameST 
bingo, and keno), parimutuel betting licensed under state: . 
Law, waqers made usin~ cOin-operated or token-operated 
devices, and state lotteries. The propo'sal would impose an 
Qxcise tax of 4% on gross revenues (wagers less winnings ) 
paid out) from all gambling activities except state . 

"lottaries. This proposal,would raise approximataly,$3.2 
bi1lion over 5 years., 

5. 	 ~hase-Qut or reduce gepen~ent care cr~~t at high in~om9' 

levels. 'onder current law, a dependent care credit is' 

allowed, for a certain percentaga of expenses incurred to 

enabl.e the taxpayer to be gainfully employed. This credit 

is frequently use~ for child care eXpenses and, there.for~, 


is sometimes referred to as the child care. Credit.. The 

'credit is currently 30% of qUalifying exPenses, phasing down 
to 20% beginning at $hO,OOO of adjusted.gross' incqme. ,The 
maximUm amount of creditable expenses is $2,400 for 
households with one qualifying dependent and $4, aoo for two 

,. 	qualifying dependQnts, re.sulting in a maximum credit of . 
$1440 (i.e., 30% of $4,800), or $960 for those whose credit 
<ra~' -is 2:0\. currentlYt after the phase-down. to 20%, the·' 
credit is a~ailable ragardless of the taxpayer's income. 
Several' alternatives have been conside-re.d' 'in phasing out or 
raducinq.. the creditt 4lcluding the following three options:. . 

, . . 	 . -
,(a) .ru~l phase-out. tQr hiqh-in~,~ax:payer'S. Th~ proposal. 
would begin to phase out the credit (i~e., remove the 20% ' 
floor) . for taxpayers wit..'1 adjustad gross incollle of ,_at least 
$90,000. Specifical~y, the credit would 'ba reduced one 
percentage point for ev~ $1 / 000 of income in 'excess. of· 
$90,000., Thus, the credit would be fully phas~d out at 

I€IOOJ 

" 
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$l.~O,OOO.. This option is estimated to raise $781 tn:..il1ion " , " 

over 5 years .. 

(b) 'Phase-down to J.O% of c;:~_gJtable- expehse§' for taxpayers: :: 
with $90,000 tO~1J,J~,Lf:tQ9 of income. Orider this option, tho 
credit would be reduced by ··one.-ha.lf of a. percentage point 
for every $1,000 of income-in excess o~ $90,000. ThUs, 
househol.ds with income of at least $11:0,000 'would receive a 
credit of only 10% of employment-rQlated expenses,' This 
option is estimated to raise $384 million over 5 years~ 

(c) Phase-down to 10% of' creditable expenses t'or ..J:a,:x:oa,vers 
with $70,000 to $90.000 o:f income .. This option is similar!·'" 
to the'immediatel.y preceding option except that the" phase

''''-	 down would begin with adjusted' gross income .of $10 I 000 
(instead of $90,OOO). This option is estimated to raise 

--$626 mi11ion over 5 ·years. 

'. 

• 
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The Working Group has largely co Icted its work on a plan signed to "end 
OUT goal h_~s been 
welfare" ~d _ 


create a sysltfrh wHich reinforce 'ark, responsibility, fami , and opportunity.

to design_a,syStem which rew ds \\-'ork and provides 0 rtunity, and expects responsible 

behavior in return. For m in the working group. many site visits, focus groups, and p
. 
hearj!.lgs \Va~ a,radicaliz' g experience. The dept ffru~tration with welfare. 

, 

and.th~ ext to 

which th~.~~~ent sys humili!ltes. iso.lates., astigmatizes while discouraging work a 


-, -encouraging depe'" ncy is profopnd. 


"Jh:u is wron thJhe currel:)t sysle l~ captured by numerous anecdotes. 
:,:n 10 )-ears nd _never once did a ne ask me wh'at help ~':d J need to get 0 y feet." "Welfare 
was mean 0 be a bridge, but t e are millions of people living on that b . ge." "They told me I 
couldn' et help for my seve y ill child unless my husband and J split ." "J know where my ;, 
,~.X-hll and lives, where h "lorks,"e\'en what kind of car he drives, b I still can't get the ?tate to,- 

t the child'suppa e owes me," "Why should I work? ler off on welfare." ": 

lere seems near animity in the Administration on the~nee r change and for the,basic 

dirC1:tion embod' Q in the reform plan presented here: 


...-.. ' ------ ---. . rgp;;pose a ~r~~ deSIgned ~d!he .... 
pnnCt at no -- should have me a parent u . ~orshe is in a pes' 'entO nllfture and"'" 
pr e for aving childr themselves and children, The effort 

ould' ude 

o P.....v...\ ... "'A ' I c"~P'';I~ ..~..;~\" ~.- I>n~_..,. J.;.kc..lh ·t.- ~·;"01 ~ j !. J;"'.!::\t:t
.. natlona 'A1v..Kiilll I@" ref ,outo 8~"8MYluli" .~HiiPgiil6Iwllty 8fJMP'lenuiI "r YQUh, iiih,! f • .,._d'll: '')

.....1 J,~o!tcia8 o~ ~I segm~nts, of~ society and en PO! ts oftliC govemment.llliiA il,a, eia!8~ . ~.t!: 
!ltd a publiCi PI Ivale hlShtutiOusl sli aClm'i'l1, • .... t 

~ @Wmt,d1,,'t) &':4 Re!!"~lj!l;eil:~J e~jnpbhemg rvead. ~t\ Y6~ag pcook:;4¥ith e~ ,1:::; "., 
..- .. :"1'''''-;"'0-'' ,I " II .. • 1<."\"~,,.,,, tou ... _ ......~ ~. Itvi ...\0 I' 
;:::~ ,v ""'l""'I:II~« !, WVljA~ ~N. ~~t\.&.~ o-r....h .....\ "'Ac.c.~... ~.. 'J

." c.;I1UIlSIOlfS m lesPffii$ 0 e {dim, p emling. ... ";«of-"- 'Co~'" ~ _p ... ~\t.. '" L.l1 
i CLw,%cs in wdfmc lOit!!, '0 li'tlf ~{:tYiI~ "! .hile: tie ..,,, hot blcqmc a Hay to he:eome •• \ I~ • 

_ ," .m.nc!~...~ ., ....i"f, ~'" :(0.... 10 \,;\ ..&~i\...\ IM_"'" (.r •.U'~ ,..._.... 
~!" • ~ c:tn .... ~'~.J t,a. . $' _ J~.""'"b:t. ~ti~ ~,c..,... 

~".-. ~. '" ~-. ...- ,- _.. 
UfO 

, 

I!llso PiOp,j* atotltCI s09cef'iu£g ,et OfeildilgCS ill qiM,d "uPI'ePl:.,,,,Mf"MI:lll'" iesil!l"ii t9, diMe 

_ .lhe clea' !'llCSsagc. ifyon paleilt a clad jOd, ... mlre lreld lespons;ble. ,rIlls efltht woUld inclusQj.,t
ocJ.."U ~~.E:~~-." .' , ~ _.- - '" -" 

~ " ~~ Un,iye~s~1-'Patemity establishment, preferably in the hospitaL flile.pluh iiielt.d& S:rict_ -, ~' 
, penalties for women seeking,,:\FDC who do not cooperate in identifying' an~ finding the " 

~ Sather" Serious financ~Unc~ives to states who do not establish paternity once the mother 
has cooper",ed,t:-W . ~' '~\--~ '-\o'~I '411\. 1i8ftl,jtIi1!l8Ccnil<t sUpport rcgistrjalj(.c:QM MeeLailisiii",~Q(t tbat W. iaR track ' 

:...... payments and takc,proiript actiori' when'money'iii" In Illlo',od, ~'l: , ....'1. -, -. ...-' .h._. 
I, A ni1tionaJ~registry of child support awards and a natior.a! registry of" new hir'es.based,o~:t' • ,~'-, , 

W-4 reporting so 'that d~linquent noncustodial parents can be tracked quickly and easily,...."", *"t f~! 



"'Sftldless of WliCl c <11(1) hiO. 
Regular updating ofawards: . >. 


~umefOUS new_measures iO penalize/those who.rcfus'e to paY--from li;cense suspension _ 

to IRS enforcement. . I l ....••
.-..-.. .......-~
~ 
A new program of Ira)NJf,~ """ wOf~for mCI1}vho owe child support and fail to pay 
Demonstrations or ria"feming and access progn~:!lls (.I,n9~y!}ild supp~n assuta1}cc\ , 

-'";- '_::..: - -, - ~ -~ ~ - ";- r: ~ ~ """"" ,.' '::-~....:~ ~.:-. .", ~- 

Support for Working FamilicL . .~\ ~:"':',J:vi.i ~', ~"'s -A>.-Ic,-I J.,.:., - .~ 
Theyt! d~~igned to help ~f.'ir:1iHes !.~il 4'e1 m:v is d~ iiNI;,iP8fO raise and fl~(j! 'ide cJIlf".,... & 

_Ntf tie~u. The key clements arc: . __ " -" ••w 

The expansion of the ElTc,...1rlis is already accoTTlpljsh~d, but mechanisms for: advance 
... payments are expanded. ,. . \. .I~.. ...l ("'"ti.:..- ",",_... d- -'" 

Health reform .9, feu tile IiiV;t t;;;;t,=as~it61 ~TUeu.. £lew,,! fs/;'M)U9~i@ .Ai.' ~ .,..1 ~ 
RiiM 1&8:\'1 Q~n.lfalls ft'i hOi k • tile U!J. 61' losing Mceliunid ... ..,... ,...... ,,,... = ... ~~'" 
Child care _for the \Vor~ing poor, ••11\;1165, C3f)f.i~1I3 t£!,e<u:::,aili'l!aI1)U} r k , ~~r:.rr 

~(..;... unless they have accc~s to ~ chitd calc...., , ,....1 - _,.. , . ~""I.o 
".".. of the greatest perversitics oj t lC current systcm 15 t at ;lcoplc on \vclfare often hUYe hlg e 


incomes. far better health protfc!ion. and $\ $11 Mi:,..access 10 child care than working poor 

.families. .,......... _ • 


.." 
Reruace Welrare with Tnmsitional :\ssist:ln{'{': 1,'oUowcd. by Work 

I"fhe tocus of the weuare system mus~ uc mangcG Irom a system locussed chiclly on wr:ung ~ 
checks and' :erifying ~ircumstance to one gcared toward ~elpin~ ~eople move rapidly to ~~'ork (...,-
Q~IM~ ii 'Hll be 5 '."?JOI1 eINlt. 'fliL tEl) cOItal(! 6I wettme Unities Mlll~i.1cC 10 change dUili (Jile- .,l.k 

• Q. JThe Family Suppon Act offered.the firsi clear VISIon for comerong welfare into a translilonal , I 
system" But the vision was not rcaltzcd nart IbN" fil6 due 10 tn:mfficiem resources~atb ),!'..J.~ -;l~ t>fc.. 

. . 'C~...~-
.~"' .. ,~ . -....""r

o • 

'yp i cal1r ,aAil,iR8 1 loR, goal, !lot a 5UIM3 t.tpcclatica cfdutfi8u'ht tI!J1!! er a"PJliAiGtif IR..* mljlf,'1' 

iyatEll1. Tkt,6 ,he p(oposal comal!!!; Several cruCial e!emeiils. ~~ 
W "__ '_ 



person keeps the job. _ I 	 ~ _ 

, - ,. 	 , ~ ...Il 

0 
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,~, 
Extens!ons would be-granted III a"lImned number of cases such as those needmg hme to \~~L 
comple~~igh~ "§f}hoolf, or p~r.s0!1s who,need more time becaus,e of language barriers, . ~-~;a.t b." 

, .. A",;(1l~.. 	.. .. . 1k~"'... 1 
0 	 '\\ORK program.,M.F d''illt'i Wk8 l!Iftdtlut rim; hOi Ie urtt-t the, leach then tUlle llIftlk '". 

lnslead of welfare, states would be expected to provide temporary jobs for those who 
haw e:xhauste~ their (im<Qimit. :~.ey_etements~ include: 

W0'!L0r Wages"lOt Work/are. Stales would be expected to p!ace persons in 
su~d jobs':which pay a paychcc(, Recipients would have the dignity and 
responsibility that comes from ~8K - ' ,:::t-fb 
F/exihle, community based program. MO.ney which would have bee pent on ,ft.t..1.;(,'1 
welfare and an additional amount for administration would be u lace ;>eople in 
sllbsizided private jobs, with local community organizations, or in puhlic scn.ice 
employment The program will have close links to the local community._ 

~~ -' 	 Strong priwue sector emphasis, The strong emptlsls will be on placing people in 
subsidized privat,e s~ctor placements, with an emphasis on placements that win 
lead to unsubsidized work. 
Non..di...placing jobs. These jobs will be designed to avoid displacing existing' 
workers., ,4h:";,, )iiees, l>ift.lII'rlIl''Y ~.,;~.s~ 
M"'''p4' 4"ecbauismr JQ If.ttep :Hays ilt the WORK program.a/t.m t These include 
limits on the duration of any o~e placement, frequent jobfsearch fequirement~ no 

EITe for those.in subsidized work slots, and a {;omprehensive reassessment for 

people after t~o placements. ' 

SiJecial mlesfor lilaces wiln high unemployment. Places Vo1th very high . 

unemployment ~b.~ granted special axemp.;tiOTJ.1 and addfMied fin.1ncial su~rt, . _ 


. __ "":Y., 1>01 ..... CAt>. -."JLO~~ t.k P""'l""""~'-'" 
. .:n.e j'e;i litcSS~ge 9f..,.t~~ 8~eff\ ".A9I<I:hl '.111 wMl¥!eigeH3. 11.e goat fujlj t!.'tpeCiabonl! ywrk and '~~~ 

_. ,~jS"ity::Ube:= 'MaR ti""8n88fUl~! and ~l!mili,"i9A. ... • - :,-- .:-~ C- f .....', ~ 

Reinventing Government Ass;stance .'--'. . -' ~~, 
The rules and administrat~n o(puhhe assistan onsistently sends adverse l}1essa' ~ about core ~.= '"_ .. :", 
value~t 'Pan cfthc pmblel!' is tbe,eligibi' rules themselves. The rules. d' nnnate against '.t"... w,. 
t\VV parent f~rni,lies. discouage wO*"'pr~vcnt saviu.gs. Another p;;:~,o e problem is that the ~t!t:t 
rulcs,:rc c'\<:esslv~Jy comrie d then d!.lrcr between progra!:Il9'Such as Food ~taf!1ps ~~d AFDC: t .....,J 

, t!lC ('cdeud o,:,er~lght perfonnancc standards focu~6rely on process;mosily l~)Qkmg for.. _ ....."' 

" det?i!ed 'plifjer veri 'lion ofinfonnation on the fa flY' and linafldarstatu's'~of recipi~~ts: F'inally•.," .ret 
- tbere has been' too Hale use of new techno IcaLsystems to reduce waste and fraud, The sum _ . 

lotaloft ere the c~lture is bascd'on paper verificiatiofl ofoften 

http:saviu.gs
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le proposals here are designed to begin tbe difTIcult . ~-. --.

o CorrectIng ace 19ibility rules. It is w 109 that vinually all of these are 
, ~~:.:./reque, arts of state waivcr re rom Republican as \Yell as DC:~9C[atic governors. 

~'"' ...:;:.~!.. _': ~nc~~~~: _' _. ':' . . _ .... ,,'"i.:-,; • _ -.,,~ _-'-' ,~ 	 .. _ • """ r":~ - ~.,. -., ::-:;'0:-..., .:::t.... ,- ~ 
. ~ _'_';-'~ '"~O-' _' -, 	 , _ . ~ • 

.-- •_. --- End ruJes wJilch'di.\crIwinate llJ(omSI.fwo-jJorent famil7e.s TI{e'100 no-ur-rule and 

_~"'~~ ,quarters. of work :,~Ic whicb apply only to lwo~parentfamilic5 would be-repealed. 


.' .. -Allow families /(j OWl/ {/ reliah/e aUfOmoillh'_ Current rules prevent those on 

AFDC from ownlng a car with an equity value ofmore th~n $1,500. VI'01358"U 


o Simplifying eligibility and coordina . 
rules. 	 Tbis WOL1ld end most '" e often iudlcrous regul ry and. statutory differences in , 

rograms.- . 

propose to move away from tbe current 
""quality rei" measures which mcas ' paper \'cl1iciation ~o a system geared towards 

ectiveness in mO\ing peopl to work and keeping them in those jobs, 

o 	 Significan.t expansions in the ~!se oftechnology and lracking~ systems to ensure' 
accouma~ity, efficiency and rraud rcduc~ion. Among the advancemems would be: 

A nationwide puhlic assi.mincc L'learin~l:()ifJe which (racks people whenever and' 
If:herCl!ver they /{,v./ welfare. Such a systcm_i~ essential f9f keeping 'the clock in a 
time-limited welfare system, Persons will nOi be able to escape their. " , . 
responsibilities b::~moving or by trying-to -collect*benefits in two jurisdictions 
simu!tanteouslv. . ,- - - _.,:':::':';' .. - ~. '.'. 
,\'/afe tracking ~\y"Slcms which loIJO\;'1J~vI;j~ ill-,the .'j(jBS·;'~d WDI?K I?rf)gnl1~,\" . 
These systems"'-\yiU cnsure that people. nre g~ning,access to what they(teservt!-and 
that they are-belng held accountable irlhcy-are failing to mC$,t their'obligations,. 
Each state will be cxpcc.te.d,to.dwciop a tracking system which tndiea~s whether L 

-.~',:" ,-" ---people-arc recelying ~nd participating in the !raining and piacement·.senices they- , 
are expecICd to. .~ 

" ......./ Slate iff 1-1.: ·ie.~ ami Fedl!Til/ chiM Sit 'pOri ciearinghou....es As describ ve, 
lee wil( an in·r·t g tha _ eust parents meet 
th ' ~childrcJt .;:.,.- '-~'. ".' ~" ,- ," 

.,'1.' ,," 

I 

mistrativc ruJes bet\\'ce . 



{) perience that a 

IJeb9 AM81TlQlili, ~AIsIS~tC fiKPEC'F:ATI9NSo . 

. -,,:'..,"," '- .::- - -- ~.-
'" • -;......,.r.
,5,..- ~. ;;:;'The proposal develop - re is extremely_bold7Jt,calls fi ft1pQimental trimsformadon of the .. 

- welfare and child s art systems;, It cam;for·chanf' the g,oundrules for government and 1 
or;;will be expect~J?Jeve' e, _The danger ofsuch.J! pow~~l ide that 

old. that expectations witt b IsedjPo'high, Bureacratic systems t \'c beel; " 
income families 

in plae rover 60 years cannot chan 1 vemrght. Recipjents who have lea to 5urviye under 
one girne will not adjust instant 0 another.. The danger oftfjing to do 0 much too fast is 

t we will overwhelm the S ciTJ. Base~ on our convers~t!on$ with t - states. it is abundantly 
dear .t~at w~ oare not "all these changes overnight. Doing so ould lead to too little, 
emphasis on place , education, and training services, mean' that a massive number of __, 
persons wouid . tbe two year time limjt and force states t reate a major new WORK program 
with very Ii time, One of-the biggest lessons of CET was that massive expansion in a very 
short (- lead to mismanagmeot and failure. 

R¥l£1 diffi,-..,!lt (~I'e£tjQM iB he j; to plldseojn and wget the piogiuillofttuiisistiefttM 8iJliiuaQc&~ ~""~.~!i~f;"~!~lu~,~c~.~o~a~g~ht~'~O~';\c~'~IC~.~[~3!~iC~I~jl~h~"~.~b~Ic~"~.~ii~d~P~h~.~se~'~ih~S~"~i~"~'~h~cI~e~i~"C~'~il~it~"I'~tI~ie~p~l~af~'~'I'~h:el...

1\)110"od bj MOil<, 'f!te isSOCS'SdliUdlldhtg canadS choices aJe di.;eu:uefi 1ft tlie aecoiilp!H}1ng "" 
pal'e•. Tile 'WOIkhlg SIOUP eile!le te fein'it QA ¥911A8 pcop%-pecsOQS );amp after 1911 (under 25 "' ';" 199"_~ Starting with that cohort of people, the system \\-ill be transformed, Anyone born after'" 
1971 who is on welfare today and anyone born after 1971 who enters it subsequently will face 
new opportunities and responsibilities ;Phis giGbp u6l9SistitU8! tougbly OliC tI,hei of the e,"81i:laQ. 
illitift4I)'. By the year 2004, ~ will represent over 6()G/o of the projected caseload, as older 
cohorts leave and new person born after J971 enter. States wanting to move faster would have " 
the option ofdoing so. A7e N . " : 



. 
Off Welfare 22% ., . 

---~~~----------~------~~~ 
i Working with S~bsJd}' '-". , : 25% '. "3.,; 

I 
: In ~landatory Education, 
Training, or Placement 

26% 
" 
I 

, 

.! Not working nor in 
; mandatory education and 

training. 


TOTAL 100% I 100% I .~ ~__~~________L-______________L-____________ 

, _ ~.., _"'~ ,;.r"-.-
Inu5 we will go from a sitt.!.~tlon Wheifij.4J)1f tbe persons are collecttng welfare andanejlher .. .:"" 
working nor in traininSto a simatlon were 3/45 arc either ,otf welfare, working with a subsidy, or 
in tlrnewlimited training..Only those unable to work arc outsIde the time limits ....~d even these 
persons will have greater expectations and opportunities tinder the proposed system. ~ 

• participation ilieallS tlln! t+CIJOl'lC liM Je...olhiil§ to etfthikat:e, 

QppOAifile ~\'m hi to &aggcSl that [!lis plHiI is hOt bold because or tile pace 01 the ptmSe itt Oft .. 
the cpgt,?')', th.e olasttgw CGII!erllplatee! ItU e die cxecp!iOJldllj dllibitiodS. 

C S'rS AND FINANCING 

. 
The costs of welfa rcfqlOl are r.aturall depend on poltey.del:!sions The wo iog group has 

- produced a con sus ;ran which can s rYe as the .staT Hfgpomt for discus-sin Th~f.2-mbined 
... -:.:'-state an<ffe(:je ·COjt(of..cacln;la~or.Cl n:em oft cHare refar,!l1 plan~ sh wn'b~!ow,-ln'- '" 

'-7""':;;::':'~, one year costs for Y 19(J ~ fivc~vear costs for FY~1995~ 19 d ten year , 

,...." . 

. . 

" _.. 

..,..' 
,,' .- '."' "-= .. ' ...' '. ' 
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-7DI',"'., _" 
Costs of Working Group on'S-ensus \Velfare mfa-rm Proposal"--~'--.-- ., 

Prevention, Parental Responsibility, - .19 -0.14 -4.17 

--. 
" 

. r.;,. Child Suppon Enforcem,em " " ,_.. of·' 

--, 1----'-'--~---L~-I--+--_+.'c;o-~--'----_1
~!,.,ll .. - . ...- "-- ~. -,<li::" .;": i Make lVork'Pay--Child Care for the I 200 5.00 16.27i. , 

: Worki~g Poor "" 

, 

, -, 
... I .I -.. Transitional ASSistance F~lIov.:ed By 

, 
J, 2 , 

~ 

'8.57 
I 

'27.72 
Work . ... . , 

,, 

" -12.4Rei~v.en~.i.t:g Government Assistance. O. 4 4.78 .. 
,..- , 

~ i Total State and Federal 18.21 52.226.4~ 

· . v5.22; Less 1m'o state contribution -0,6 -1.82 
.. .. · ,. :.Total Federal 16.39 47.00_. 5.. 81\ . ..... , . 

\ 

The specific sub elements are shown in detail in the~ppendiX tables_ The costs could be reduced 
by a variety of policy ch~nges.. We believe the OnlY~rt Orine progfa!ll which really cannot be 
reduced and still meet your commitments to do sen s and comprehensive welfare reform is . 
transitional assistance followed by work. Given the rgetting already present in our proposal, we 
arc already under some attack for not going far enough fast enougb, We als~ s.ce few options. for' 

_. additional savingS in the Prevention and Parental Res~onsibility section Thus [he major options 
.;,;-. involve child care for' the workmg poor and rCirlventil1'!government.aSSiSfftrice In addition. we !, 

propose a number ofdemonstrations These could be caIed back. .' +".. • 

_0, ":' :.":"': The table below sho~s the costs of particular el~rnej1ts' .9i~g;·state' co~t~Euiions Virtually every 
, .- - - \ - - --.- " 

. - ...-..;;;~~ efemenrin the table has strong support fro~e Working Group, Mo~ver, there \,\'as no 
. .' _,.__ c.ontcnsus on whic)l elements should be diHir~l':· N(.-nett1eless we have de~elop~~ s::Y~fl!.l " 

_ ,_":~_'altcrnati\'e packa~~_~hich cost less: - - ' '* Ie ' ~ ,___*::..-." _<. '
. , ......_.... .',,-. . . - -';;""'" -;,..-- -'",.. ,- . - . ---, ...~. "" ,-, --- . .-" .~- ....,. Base·Proposal"""': - ."\" - "", 

" iBase Proposal 5_81 \ - .16.39  ~lW .· 

- -,. ,~:.. . . .-I - . . - ","Option A: . 
-. -\ . 

" ;..- , " ... ,0.\ - .-... - 4-;." _._.-;::.....~., 
_1:". , .i·.Oase jJroposal without "". 

" 

.-- ". .•. . "-- -" " ,.. I .  " ' " --
,rc!nVcn:lon except two:-

, 
. "" -7~ I·e;:: •. . 

- ~ ,r/-~ "i parent prQyls:ons... .. . .. -,-" 
. . 

" .. 
~.... '-'"' 

-
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0.10 

~Base Proposal ' 
:Total Ftd.;:.i --

,'" . 

Working Poor Child Care 4.50 

- Reinventing Gov~mel1t AssistancCReducti~!ls ,. ~ 
, '-, 
Continue Existing Two 

" Parent Provisions 

"! Continue Existing' 
; Automobile Rules 

Deny State Flexibility on 
Work Incentives 

Maintain Current Payments 
: to Temtories· 

! Maintain Differentia1 
, Accounting for AFDCand 

Food Stamps 

Total Reinvention 

- . ~. 
; Prevention Grants. 

. ~-'j ., 

0.45,-- ~'~ 

ojo \ . 
\ 

0,19 \ 
, \.-, 

\0,14 . \ 
\ 
\ 

-25 \ 
Demonstratidus 

1,08 . 

Ll2 -

.. 

0,63 

-,95 

.. 
3.46 
-" 

, - .. 
" 2,77 

i, 

1.50 I 
- , , 

1:38 
, , 
, 

-,23 

. f-N:.::.on:;c=u=st=od~il'J;;.',,~:;;,;:e=nt=s::::,__:.';-:..t--...:..-",-~-+_\-\---------!---'--:-:-''''=::-:::'::'''.';;:,-'-1." 

Access and Parenti~g ~.--. 003=:._ ... ' -' \, ,0.1.1..,_ . oii' 
-,Child Support Assurance : '_. "'O;25';~; 

~~~;f;;;~1;~·nd~ i-'::·~o. _" ' ~-\O' • 77~:;;i .;' 
.. r;-T-ot~a-I~D~.-m~;~~-'t-r-.t-io~n-'~:_~'"':"_~---O~~~-I~'~C;:'~"~'c+-~·~-~:\'-~·--.--+-~-~-,,-~~~~~-.-~--.--': 

. ,. \ 

; Work and TrairiinJ! for :'"--~ ~~; .. ,.,o'.ig.';' --', ·~:r0.43 19?':: ~,: I.~:",:s__ ' 

--
.. 

./ .~,~ . 
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PRELIMIl\'ARY DRAFT , 	 , • 

FEDERAL COST ESTIMATES OF ADMINJSTRATJOl\"S WELFARE REFORM PROPOSAL (ronl) , 

.. . FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

: ' .(By fis(,al year. in millions or dollars) 
 , 

i S'\'e.'lf 5 Year 
1995 . 1996 1997 1998 1999 Feder.l . Total 

fRANSITIONAUASSIST"NCE FOLLO\VED BY' WORK 	 t . 1.~·2·0 

~\dditional JOBS Spending 
r 

o '415 '645 765 ':790 3,340 
WORK Operalions o o o lOS i 435 775 
Work Expenses and Errlplm'er FICA o o o 50 I 185 ~ 420 
Additional Child Care S~nding ror JOBS' o 345 515 625 655 2,14{) , 2,570 

, 0Child Care Spending for WORK 	 o .0 75 295 370 530 
TransitionaJ Child Care 	 Q o .. 6S 90 '125 280 265 
ChUd and Adult Care Feeding P~ogram (all child crlre) 	 o 25 .40 65 liD , 240 240 

i 	 •
, 

Non~CustodjaJ Parent JOBSfWORK 	 Q 10 25 40 , 55 125 
Enhanced Teen Case Management.: 	 o 60 ·75 90 ~ 95 470qw
ADP Federal and State Systems . 40 65 105 200 255 830 
Enhanced Administrath'c Effidenc~' o o (25) (120) (125) (270) (430) 

Caseload Redu('tion a.nd Sanctions o o (125! (1,ISOl
~Iedicald Sa\'ings .! o o !~gl ((235 

235l (450 (~~! (1,300 
EITC Outlavs ! o o 25 70 100 195 ; 195 

SUBtOTAL, ,TRAl\'SITlOl'iAL ASSIST Al'iCE 40 920 1,325 1,585 2,200 6,070 6,850
;II ,, , 	 . 

IMPROVIl'iG GOYERi%1ENT ASSIST~"CE (lGA) 

Remove Two Pa~ent (UP) Restridions 	 o o 155 295 350 ',@ , 1,430 

IDA/Microenterprise Demonstrations o , 0 liS 25 30 70 70 
Generally Conform Resource Limit aod Exclusion 

, . 
Rules to those of Food Stamps , o o 85 135 200 420 800 

Increase by 25% Territories' Caps and 
Adjust for lnnatiofl o o 30 30 30 , 90 90 

AU Others " ' I 	 o (20) Hg) . JJ2) (80) (265)I
SUBTOTAL IGA Y. " 	 ~:gl o 265 ,11,300 ' 925I I 	 I 

Tribal TAP (JOBSIWORKIAI-rusk) o 4{) 50 55 70 215 215 
Research and Evaluation TAP (JIWIAR) o 40 .50 55 35 180 
Adjustment f()r first year implementation o (300) o o o (300)~ , 
GRAND TOTAL 	 110 I 1,0% 1,515 2,820 3,855 10,385 10,770 

, 	 . 
Note I: 	Parentheses denote 58l'tngl. . .• i ' 
:-:ott 2: 	 Five Year Fedenl estimates: represent t!ie foUoMlng state match ntes~ ser"l"ices at 66% (JOBS matcb+4) in J996 and J997, at 68% wI99S, and at 10~ in 1999; 

benefl1.5 at curreut matcli rates; child support is matChed at rates spet,itied in th~ hypothetical plan;: c(llllprebensive demonuratkln grants. ! 

teenage pre"fentlon g:.r-ants and IDA and 'microenterp.rise demonltrati9p grants tire mtltd~!lt .HiO~; and aU other demoostrtltK.ns are matclied at 90%. 
" 

! 	 .,
I, 

http:demoostrtltK.ns
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PRELlMINARYJ>RAFT• 

FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM PROPOSAL 
~ FOR ELEMENTS OF A WELFARE REf'ORM PROPOSAL " .' 

, (By fisr.al year ~ in millions ?f dollars) j r,• •I 
" 

5 Year 5 Year 
1995 1996 1997 1998 \ 1999 Fcdera1 I Total 

PARE."TAL RESPONSIBILITY 

Minor MotherS 
No Additional Benefits fOr Additional Children 
Teenage Parent Edu~ional Attainment 
Comprehensiyc Demonstration Grants 
Teenage Pregnancv Prevention Grants " 
Access .and Visitation Grants 
Child Support Assurance DemonstratioIts 

o 
o 
o 

20 
20 
5 o 

a&l 
5 

20 
40 
5 
o 

ggl
5 

20 
60 
!O 
25 

~~gl
5 

20 
80 
10 
50 

(25)
(45).

S 
20 

100 
10, 
65' 

(851(I20
20 

100 
lOO 
40 

140 

(130)
(390) 

20 
100 
300 
40 

155 
" 

ChHd Support EnCorcement 
Net Effect of ChHd Support Proposal 
Computer Costs 
N'ET 

SUBTOTAL, PARENT AL'RESPONSIBILlTY 
! • " 

50 
14 
64 

109 

" 117 
43 

160 
200 

•194 
60 

254 
329, 

(21S)
59 

(157) 
(52) 

(288) 
51 

a~~ ,, 

(142) 
227 

85 
480 

. (1,129)
253 

(816)
(781) 

MAKlNG,WO,RKPAY , 
At-rusk Child Care Expend;'p'''' 

Stale Fle:"ibiUtv on Earm,,'tI Income and 
Child Su oit Dim'srds,

SlJ!j;~OTAL3jAKlNG WORK PAY 

0 

0 
0, 

190 

0 
190 

27S 

220 
495 

445 

. 
255 ' 
700 

~ 
~./_ 

290 
1;055 

'CiT7 
e:~NW 
'76 
2, 

"2, ISO 

,- 1,530 
3,680 

:\'otr I: Part'.Dthi.'Ses denotBsrings. ; f j ,:, 

"'"(lIe Z: 	 Fht' Year Fci1.. ral estmiates f<,present the'follo"ing state match rates; .~er,·ices tit 66")1, uonS mau::b+4} in 1996 and 1991, tit 68% in ]998, and 111;70% in 1m; 
benefits at turrell! match rates; cbild support is matched at rates SPf'(:ified in the hypothetical plan; comprehf't15ive demonstration grants, 
t~nage prevention grants l'Ind IDA l\!ld micro!:"nt~pri$e demonstration gMints lire matched at lCO%; and another demon.\tratloM are matcbcl at 9{l:%: 

. '. 	 - l ~ . 
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June 7, 1994 

.SUQPorlinq materials for w~lfare ralorm cost-estimates 

1. 	 ·Year·by-year, section-by-section gross costs (and savings) for each of AFDC, . 
Medicaid, the Food Stamp i>rogram, and, as appropriate, EITC. (So far, we 
have received HHS estimates at this level of detail only lor the child support 
tille:'A program-by·pfogram break-out 01 cost avoidanceeslimates has not . :_-: ."'''' 
been received yet. But resolulion of remaining oth,!?.' issues is well underway.) ..- -. ~~ _.... 	 ...... 

2. 	 Responses tcrq'uestions In May'5 memorandum-from Sawhill to co,chairs on· ., ..... 
cost estimaies.. .. . 

3. 	 Response to I,st of cost and savings questions list given by Bavier to Oellerich 
on May 27" .. (Identified many specs provisions that did not seem to be inclJded .. 
in earlier cost estimales and requested back-up data and discussions on other 
issues.) 

4, 	 Other cost.es'tL11atlng questions passed back in review -of legislative specs and 
bill language (e.g. automalion costs and timing of savings dependent on 
autOfYlat;on), 

.- 5. 	 Background,data and calculations necessary to understand and assess some 
cost-estimate descriptions in HHS 'COST ESTIMATE MEMO FOR 
COMPONENTS OF THE ADMINISTRATION'S WELFARE REFORM 
PROPOSAL - DRAFT: SUBJECT TO CHANGE" 

for example 	 Final projection of yearly case loads In each'slatus of JOBS ar.d 
WORK programs (I.e., deferred. in JOBS and participating, in 
JOBS and not participating, in extensions. in WORK program slot, 
on WORK program waiting list, nOI phased-in). . 

Spreadsheet showing how JOBS and WORK CDst estimates are 
built up from caseload estimates, unit costs, and interactions 01 
provisions. 

-
Documentation and spreadsheet back·up for Medicaid estimates' 
(and more cDmpiele documentation·and back·up forFood Stamp 
Program estimates). 

Supponing research. and spreadsheet dala underlying savings_ 
impacts of programs for non-custodial parents. 

. ...,..~ 

, 



low-income working f 
w~o 

e 

lies who have never been on 
welfare but for .ssistance is essential to enable 
th~~to rema!n in workforc8.and off'welfare. 

rran.ltional A••i.tanca Followa~ by Mork 

We do nO,t need II welfare program built around· .. income mainte-_ 
, :,:nance" -- we need 4. program built around work •. : Everyone bas .... 

i~ something to contribute. We need to transform the culture of the,
.Ii~;;· - welfare bureaucracy to convey the ,lIIessage that everybody is. 
~" ,"' expected to lIIove toward work and independence., ... we envision a ' 
.;.:... system whereby people would be asked to start on a track toward 

work and independence iIlIIlIediately, with lilllited exemptions snd , 
extensions. Each adult would sign a social contract that spells 
out their obli9ations, as well as what the qovernment will do in 
return. Our proposal calls for, 

• Full particiRatio~t Everyone who receives cash support is 
expected to do something to-help themselves and their 
community. The requirement applies to those who are 
preparing themselves for work, and to those who are ,. , 
currently not ready to work. Those who are unable to work' 
due to disability 'or other reasons will be expected to do 
somethinq for themselves or their communitYt but will not· be 
subject to time limits until they are ready to engage in ~ 
training; education""or job placement services. 

• 	 t 
Program). As soon as peo~ bS9in receivinq public
assistance, they will s1 a personal responsibility 
contract and develop an mployability plan to move·them 
into work as quickly possible. Many will get jobs
quickly--in weeks or nths--after assistance with job
search and job prep ation. Others will spend time in ., 
education and tra ing services as needed. ~he program 
will be closely ordinated with existing mainstream 
~ducation and aining programs including current and 
new Labor Dep tment programs (the Job Training
partnership ct and the Workforce Security Act),
School-to- rk programs, vocatio~al and post-secondary
education .. 

• 	 Time limits. People who are able to 'work will be' 
limited to two'years of cash assistance. Most people 
are expected to enter employment well before the two 
years are up. aM_.tlbiolig C6C&lijiLe&:e an eattcation '" 
ptiQ'JiEem enpeetzeci 'a8 efthane:e self 8uiij"giency vU,l be 
<jtHfited in H Itmltett fiwtmt!r Of eaDes. _.. .' 

• !i9rk ~e >llib ellhlll!!!t tll!!~r time limitlthJLWQRII 
~Qqr~osB~people who are stIn unaole ~-1..n,d .. 
wor t the end of two ··years wHl be required to work" 
i a private sector commun4&I service or public sec~or-~' 

~~(,-~O~b_. Tare nten ed to be real, work-for-wages 



jobS.· The program will be designed to favor unsubsidi
zed work and to ensure that subsidized jobs are short
te~ and non~di~plac~n9. 

Reinventing Government Assistance 

A major problem with th~ current ~~lfare.sYBtem is its.enormouB 
complexity ·and·~inefficiency_~.~_ .It-"consists of mUltiple programs 
witb di~ferent ru~eB and requirements that are poorly c~ordinated 
and confuse anci.,.... frustrate recipients and caseworkers afike. ,~ ...... 
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: 

Coordination. simplification and improved incentiveain 
income supPQrt programs. The administrative and regUlatory· 
program structures of AFDC and Food Stamps will be rede
signed to simplify and coordinate rules and.to encourage 
work, family formation and asset ·accumulation.

(Df· 
• A performance-based system. In addition to incentives 

f2I. ' for clients, incentives'.-will be designed .. to bring ,about, 
~ change ,in the culture'of welfare offices with an 
~ ,~ emphasis on work anq performance. 

A NEW BEGINNING 

Transforming the sQcial welfare system to one focused Qn work arid 
responsibility will not be easy. There will be setbacks. We' 
must guard against unrealistic expectations. A welfare system 
which evolved over 50 years will ~ot 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 syst'em that reinforces basic values. 

Th,ree features are designed to ensure that thi,s plan is only the 
beginning of an ev:en bolder and longer process: '1

First, we see a major role for evaluation, technical assistance 
-and fnformation sharing. As one State or locality --finds . 
strategies that work, the lessons ought to be widely known and ~ 
offered to others. 'One of the element's critical to this reform , 
effort has been the ~essons learned from the careful evaluations; 

'done of earlier programs. 

sec'ond, we propose key demonstrations designed to explore ideasfOr still bolder innovation in the future. Lessons- from past o..! 

demonstrations;have been-central to both the development of the ~ 
Family Support Act and to tills plan. They will guide continuing 
innovation ~ t;,e future. 
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-SeatiG'" ts tzust:£&ted wiLli tile weltsz6 By 84ii1Qw Our.. ,current ~tf;.....'j 
welfare system seems at odds with the core values Americans share: ~tf~~. 
••, ••d••, w~ and responsibility. While we believe that work is 
cElntral to the !itrength t independence and pride of Alnerican 
families, ..in rea.lity people who go to worK, "are often worse"off '. 
than tbose"on','welfare. Instead O~qn 'people access to .!..t"',,:,,: ~-.;-''Ii 
education;'''traininq and employmen the welfare system is 
driven by numbingly complex e11q10 lity ruleB,~and staff 
resources, are spent overwhelmingly on eligibili,ty determination-:' 
benefit calculations and writing checks. The culture of welfare 
offices of~en Beema to create an expectation of dependence rather 
than independence. Noncustodial parents often provide little or 
no economic or 80c1a1 support to the children they parented. And· 
single-parent families sometimes qet 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, Warfare reform is designed 
to give'people back the dignity and control that comes from work 
and independence, It is about reinforcing work),,'tld family......t I 

oppo~w.ni ty, and responsibility, " ~ , 
.-' ,-,- The current system pays cash when people ~ack adequate means to 

provide for their families. We propose a new vision aimed at 
helpinq people regain the means of supporting themselveg~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 
~bie to support them. It stresses that parents--both parents-
have responsibilitlf~~o support their children. It gives people 
access to the ••a'__:~they need. but also expects work in 
ret~rn. It limits cash assistance to two years, and then 
requires work, preferably in the private sector, but in community 
service jobs if necessary. Most importan~ it requires 
changing the culture of welfare offices, -getting them out of the 
eftelJJ. ;J.'.'R, business, and into the ~aj,lIiJiii~ I:D8 job-p1acEill6ul l 1 .
liuullilleBiB. "''--_n...., (.\,... ....\i..s--- \o...1c',""c,", .~ {,;,..." p~\c, i.~\ ....... '11~i") 

'""'- 'It.., .1<.1\... ~ """p.rt +-~ """
Ultimately, this plan requires changing almost everything about . i~~', 
the way in which we provide -support to struggling families. To' -
achieve this vision~ the plan has_four main elements. 

MAJOR THEMES .. 
. . Parental Responsibility 

If we are going to end long-term_welfare dependency, we must do 
everything we can to prevent people ,~rom qoi~g~onto welfare in 
the first place. Families, and conununities need to work, together '.to ensure that real' opportunities, are available fo'r young' people, 
and they must teach young people that men and women who parent 

http:oppo~w.ni


The child s 

r 
e 

ild support 

that 

none todial parents will 

children have responsibilities and should not become parents 
until they are able to nurture and ,support their children. We 
a1ao need t.o make it <t1ear that p~_Lell,", both parents "~ ...ttl It. ..""" 
resPonsibilities to support their children. Our proposal ca,l1s 
for, 

., _ .~bild support enforcement. port enforce
,ment system will be strengthened to re"that" awards 
are established in every case, award levels 
are maintairied and tha"t:-awards that owed are in 
fact collected, Demonstrations of 
assurance and of programs for 
be conducted." 

"" • 	 s m m n r 
Dlannina and prevention. Minor thera will receive 
special ease management servic and will be required 
to live at home and stay in S 001 to receive income 
support, Access to family pl oning will be ensured. A 
strategy for investing in an learninq from programs to 
prevent high~risk behavior d teen pregnancy will be 
pursued. 

We will provide• 
bet.ter suppox:~ for two-p ent families by eliminating. or 
reducing the current bi in the welfare system in which 
two-parent families'are subject ~o more'stringent eligib111
ty rules than single-p ent families. 

bi 

Making Work pay 

Work 	 is at the heart of t e entire reform effort. To make work 
·pay· for welfare recipi ta. we must provide some support for 
working families, and e ure that a welfare recipient i. 
economically better off y taking a~job. We see three critical' 
components to makinq w k pay -- providing tax credits for the 
working poor, ensuring access to health insurance# and making 
child care available, Our proposal calls for, 

• 	 An essential part of moving people from 
welfare to wer is ensuring that working persons get health
protection. .. e current system.keeps people from leaving ,_ 
welfare for £ ar of lO!ing their health. insurance. 

The expande BITe makes it possible for low-wage 
workers to upport~their families above po~erty. 
Effort. w' 1 be made to help families. receive the EITC 
on~a 	regu ar basis. 

- In addition to 
for participants in the transition

"'" al tance program and for those who transition off 
",,1£a • child care subsidies will be made available to 

• 
. '," 

ensurin 
ass 

child care 



,- -.SUMMARY RECOMMENDATIONS 

Our current system seems at odds with the core values Americaris share: work, 
family, opportunity, responsibility'.- While we believe'that work is central 16- the strength, 

-' .. independence. and pride of American families, '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 eligibilify 
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-pa(ent 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. }'}1e current system pays cash when people lack adequate 
;means>to provide for their families. We propose a new vision aimed afhclpiri-g 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. It 
stresses that parents--hot/l parems--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 ch,anging the culture of 
welfare offices, getting them out of the business of writing checks a!1d into the business of 
finding people jobs and giving them the skills and support to keep those jobs. 

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

"MAJOR ELEM~;NTS 

Parental Responsi~ility 

If we are goirig to end long-term welfare dependency, we must do everything we 
can to prevent people from going~o·nto welfare in the fir.~t place. Families and communities 

_1::\' need to work together to ensure that real opportunities are availab1c<"for young people, and 
they must teach young peo'pJe ~hat men and women who parent cliild.:cn have responsibili



tics and should not become parents until they are able to nurturc and support their children, 
We also need to make it clear'that both parents have responsibilities 10 support their 
children. Our proposal calls for: - . 

Prevention 

A lwtionol campaign again'il leel' pn:g1Twn.y, which set'> clear goals of 
~.opportunity' and responsibility for youth,' and draws on all segments of·soclctv and ." . - .. . government· 

Nequiriflj.[ mino!' mpthers 10 live at home, with their parents or a 
responsible adult ~. riot receive a separate check for setting up a separate household. 

,)'Iale up/ioll 10 limit addi/ional hene{lls for additioJlal children 

cOIu)eived hy parC!II,\' Oil we(/lIre. 


Child 5uDlmf't enforcement 

Universal patemi(y eSlahiishmenl, preferably in the hospilal. Strict 
penalties for women seeking AFDe who do not cooperate in identifying and finding 
(he fathec Serious financial incentives to states who do not establish paternity o:h.:e 
the mother has cooperated. 

Central child SUppOri reg/slri.:,\' 'in every slale, to track payments 

and take,prompt action when money isn't paid. 


A natimtal registry of child support award~- and a nt.l!irmal l'I!gi,\'Iry 
of new hires based on W-4 reporting so that delinquent noncustodial parent') can be 
tracked quickly and easily across state lines. 

Negu/or updating of oll'oni-;. 

Nr./'w u/{:asures 10 penalize those who refuse to pay -- from license 

suspension to IRS enforcement. 


A IlCi!',I)roJ,:mm .f?f J'(!(pliJ'crl lHJrk and training fiJI" men will) owe r..:hild . '.,.,
"support autljail to pay. ._,,. 

DeIJJOUYl1YIfiOIJS (if parenfiJlK (/nd acces.\" programs alld ,j/l'ld ,\I(pporl ....
;: 

-
Support fOf Working F:mliJics " ..-P: 
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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 poorJamilies. 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 .. EITC· makes it 
possible for low-wage workers. to support their families above 

"poverty. Efforts will be·. made to help families receive the EITC .on 
a regular b·asis 

.',. 

Health care reform. Too many people go on welfare and stay there 'because 
they cannot find work that provides health coverage for their famiJ'les .. 
An essential part of moving peop.le from welfare to work is ensuring that 
working persons get health protection. 

Child care for the woi·king poor. In addition to ensuring child 
care for participants .in the transitional assistance program and 
for'those who transition off welf~re, child care subsidies will be 
made available to low-income working families who have never been 
on welfare but for wll0m assistance is essential to enable them to 
remaui in the workforce and off welfare.····· 

.~ 
• ;" 

""'. 

.;c.' 

Replacing \Velfare wi~h Transitional Assistance and Work 

We do not need a welfare program built around "income rriaintena·nce" - 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 ex~mptions and extensions. Each adult 
would sign a social contract that spells out their obligations, as well as 
what the government will do in return. Our proposal ·calls for: 

Full participation. Every able-bodied individual who receives cash 
support is. expected to do something·to help tilcmselves aned 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 sgmething for themselves or their cqmmunity, but will not 
be subject to time limits until they are ready 10 engage in training, 
ed~~ation, job search or job placement. .",,' ~~>.\~: 

.' 
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A reformed JOBS program. The focus of the welfare system must be 
changed fiQm a system focused on writing checks and verifying 
circumstance_to one geared toward helping peOI)le move rapidly to 
work. The Family Support Act offered the first clear vision for 
converting welfare in10 a transitional system. But the vision was 
not realized, in part due 10 insufficient resources, but also 
because most welfare. offices 'and recipients never got the message:
A reformed JOBS program would include: 

PI.!I~w/ml Ue,'l'[iO!!,vihilify ConIJ'w?!. In order to receive assistance, ~>'" 
people will have to sign a personal responsibility contraci that ~pells 
out their rc->;ponsibilities and opportunitic:::, and develop an employ
ability plan to move them into work as quickly as pos:-ihlc, 

./oh Sear"h Firs!, Most recipients will go through supervised job 
search as the first step of their employability plan,> Anyone taking 
part in the JOBS program will be required to take a private ..;;ector job if 
offered. ' ' 

A clear focus on t:mpl<~vmcJll, Too many programs seem to worry liule 
about \vhether people actually get jobs and keel} them. The plan will 
attempt to build bridges between the welfare offit.:e and .the private 
sector. 

Integratioff with mainstrcam education and {raining pro;;rams. We should 
nol have a separate s-ystem for welfafC rCciplCI1tS; 11 ought 10 be 
integrated with new and existing programs in the community. 

Emphasis Oil \l'Orkr:r Slippart once (f pe,:mll is placed in 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 thoiOe who 
care for a dignbled 'Z:h.ild will be""placed in a JOBS ·Prep·program, 
and not be immediately subject to,thc time limit. Extensions 
would be griuned in a limited-number of ca$cS S~Jch as those who 
need to complete .high school, or people who (lced more time because 
of language barriers. r ~.-A WORK program. Those people WllO~ an: stilLunablc to find work at the end 
of hvo years will he required '·to work in a private seclor, comJlninity .., 
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service or public scelor job instead of welfare, states would be 
expected to provide temporary johs for those who hive exhausted their 
time limit and cannot find unsuhsidjzed private sector work Key 
clements of the WORK program ,include: . 

Work /hf Wages, nOl Workfare. States would be expected to place 
persons, in subsidized jobs which .pay a paycheck. Recipients w,ould have 
the-dignity and responsibility that corne.~ from a_rca! job, 

Flexihle, t.;ommfmify "h'a,w:d pro),'Tam. --States would-be able)Q use money 
which would have been spent on welfare and an additional amount for 
administration to place people instead in subsidi7.cd private jobs, with 

.local community organizations, or in public service employment. The ,.. 
program will have close links to the local community, 

Slrong in'ival!: sector emphasis. The strong emphasis will be on placing 
people in subsidized private sC90r placements that wilt lead to 
unsubsidized work" 

Non-displuclng jobs, These Jobs will be designed to .avoid displacing 
existing workers, 

Keeping stays in 'he WOR.K program short. To discourage l()lIg~terll1 stays 
ill the WORK pmgmm, the plan includes limil'i on the-duration of anyone 
placement, frequent job search requirements, no ElTe for those in 
subsidized work slots; and a comprehensive rc:;lssessment for people 
after two placements, ' 

,)iu:cial rules for places with high unemployment, Places with very high 
unemployment may be granted special exemptions and added financial 
support. 

Dollar caps 01i fhe JOB.S~ and WORK program,~', To control costs) these 
programs will be capped entitlements, wilh fixed dollar-amounts designed to meet 
the projected cascload, 

• 


I<cinventing Governmeut Assist:m,ce 


A major problem with the current \velfarc system is its enormous complexity and 
inefficiency. It CQosists of multiple programs with different rulc.<; and requiremeot!' that are 

.~. poorly coordinated and confuse and ffUstrate recipients and cascW(!rkcrs alike. Waste, rraud 

and abuse can more easil~_atise in such an environment '" ,~. 


.. 
5 
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The real work of encouraging work and responsibility will happen at the State and 
local levels, .The federal govemrrie"nt rnust be clearer about stating broad goals and give 

,_more flexibility over implementation to states and localities_ .. Our proposal calls for: 

Coordination, simplification and imvroved incentive::. in income supOOri programs, 
The administrative and regulatory program structures of AFDC and Food Starnps 
will be_redesigned 'to simplify and coordinate rules-and to encourage work, ,family 
formation and asset accumulation. -Changes include:. 

lind ntles which disc;'imi!1C1fc l1gaiJ])'; f1w~panml /i:lIllilh:s. The 10<f , 
hour nile and quarters of work rule which apply only to two~parent families would ~ 
be repealed 

Allow jClmilies to own a reliable al/tomahile. Current rules prevent 
those on AFDe from owning a car with an equity villue of more than $i,500. 
Worse still, food stamps has different rules and different accounting procedures, 

• 
AI/ow slates fo reward .rork. Current law requires states 10 reduce 

benefits by $1 for each 51 eamcd, The proposal would give states the flexihility to 
reward work, 

...... ~"AII(}w Jamilie.." to accunmlalc saviJ1j{s. The proposal 'would allow..... ~'T' 

families to set up lndividual Development Accounls which could be used for 
specific purposes without losing cligibililY. 

A perfonnancc.based system. In addition to incentives for clients, incentives 
will be designed to bring about change in the culture of welfare otTlces with 
an emphasis on work and performance, 

Accountability. efficiency. and reducing fraud. The plan calls for significant 
expansions in the use of technology and tracking systems to ensure accountability, 
efficiency and fraud reduction, Among the advancements would be: 

A l1a1iOIlWide pUblic assistance clearinghouse, which tracks people 
whenever an-d wherever they use welfare, Su(;h a system is essential for keeping thc'" -
clock in a time-limited welfare system. Persons win not be able to escape their 

'respon~ibilities by moving or"by trying to collect 'benefits in-two jurisdiclion:;·-~ 
:-imul!ancousty.

S'lale frm,Jmg ,~y.wem.\: l1'lu'ch follo\'!, people ;1/ fhe .IONS alld WO/~K 
programs. Thesc systems wlll'CflSlIfC lilal,_,pcopic arc getting"iicccsS to what lhcy 
deserve and that they are heing held "Iccounuthle if they are Cailing ·to meet their 

__~~;. obligations _Ea9h state will be expected to devclol} a Ira'cking s.Ji.Slcm whi:h 
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indkatcs whether people arc receiving and parlicipaling in the training and 
placement services they are expected 10, 

ProJected Imf1~cr 

Making aU these changes overnight '."ould severely strain Ihe ability of fedoral and 
state governments to implement the new system, We recommend r.ha::ing in the plan by,. 

••,: staning with young people, to send a den; message dun wc arc cndin"g' \vdfare for the next 
generation~ The.'attachecUabJc$, are based on starting wiiii the younge!n tbird or the ' 
projected caseload ~~ persons born after 1971, who will be 25 and under in 1996 when tfl"c 
new system is implemented. 

~ 

Starting with that cohort of people, tbe system \viH be transformcd, Anyon~ born 
after 1971 who is on welfare today and anyone born after 1971 who enters il subsequently 
will face new opportunities and responsibilities. By the year 2004, this group will represent 
over 60"10 of the projected caselo<ld, as older cohorts leave Hod new~pcr:>olls born after'1971 

.cotee States wanting 10 move faster would have the opti()!7 or doing so, 

Table I indicates the number of persons in various parts of the p'lOgram by year 
assuming this phase irL Note that because the states WIll need up to 1wo years to pass 
legislation and:irn'plemem ·their systems,_the program would ·not begin fully until late ,1996. 
Thus FYI997 is the first full year of implementation. The initial JOBS program starts up 
rapidly and grows somewhat over lime as morc and more people are pha.<;ed in. The 
WORK program grows over time starting with roughly 140,000 jobs in the first year when 
people begin to hit the limit (FYI999) rising to roughly 500,000 by FY 2004. 

Table 2 shows the impact of these ch,anges for the phased~,in c3scload over the nc..xt 
J0 years, com'pared with what we project would be the cascload without \\'clfare reform and 
health reform. 

.
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Projected \Velfare and Work Slat us for Persons &rn ufte,r 1971I, ,, Who Would nave Been oil \Velfarc \VitJtout Reforms 

FY 2004 •• Without Re
- Mform 
. 

OfT Welfare - -_. '0 . . 
, -. ... ,. \A/orking Wllh Subsidy , 8%, 
, 

1-1lJ:In Mandatory Education. )" 

'Training, or Placement ,, 

FY 2004 -- With Reform 

22% 

26% 

Not working nor in manda 77% 27% 
10ry euucation and training. .- .... - 100% 100%TOTAL 

Under the, plan, we will go from Ii situation where fhrec-quartc,f!, of tb~ pCf;-wns are; 
col!ecting welfare and doing nothing in return -- neither wo*illg nor in training -- to a 
siluation where three-quarters are either off welfare, working with a subsidy, or in timc~ 
limited training. Only those unable to work are outside the time limits, and even these 
persons will have greater expectations and oPPol1unitics under the proposed system. 

Transforming the social welfare system to one focused. on work and responsibility 
will no! he easy_ There will be setbacks. We must guard against 1Illfcaii:aic expectations. 
A welfare system wbidh evolved over 50 years will not be transformed overnight. . We must 
admit that \ve do not have all the answers. But we must not be deterred from making the 
bold and decisive action;; needed to create a system that reinforce;; ,basic values . 

- ., 
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TABLE B· PBELllIllNABY DETAILED COST ESTIMATES (FEDERAL AJ\1J STATE) • 

" , ~'OR ELEMENTS OF A WELFARE REFORM PROPOSAL TO BE ACCQMPUSHED THROUGH REGULATION 
(By rIScal year, in minions of dollars) 

>Y_ 

, 
1995 ",,. 1'" 19,. 1999 T,'" 

t\fi>ROVING COVEil..\"MF.::o.'1' ASSISTA.NCE (lGA} 

Set Allto El:clmiicWi to $JSOO Equity Value 
AFDC 0 ). 
Foo:.J Sl,t'l'qa •0 0 " 0 '"," '"(l) 
M~i";d i , • 
NKr \ " 

, • • 55 110" " 
Coni'orm to Food Statnp: A.u:mmtil1¥ Pnxedtma ; 

m, lJ<) 1,200Al'DC .' 
, 

Food Swnpl . 0 "" "" '" 0 0. • • •MedieWi , 
NET ill '3D '41) 250 '55 I~" 

Simpijly Verifi£.RtiOD. Procedure • ~ : · 
AFDC ;- ,. (2) ; (2) (2) (2) (2) (HI) 
Food SUmp. • OJ (3) I (1) (2) . (J) 

II 
(IS) 

MtJ1laid ' ,,,.... , (5, (5) (5) (5) (5) (25)• 
•Micn>e:lWpr\ses •AFDC • 10 10I. I' I. 

Food Sam•..,. , lOS no 115 " '" Medicaid I '''' '''' ,SO',.... no 110 115 u. 125 

GRAJ\1J TOTAL IGA REGULATIONS 330 335 38Q .420 . ,46Il 1.925 

Notel:P~NP~sa~. " • ! , 

>Y_ 
Ftdtral 

"," 

" 

"" 0 ... 


Il) 
(15) 

CO) 

).

". 
,.. 


1,19iJ 

," ., ,, 10 "WI" 10 Year 
' '0113 T,IAI fedtnd'000 '601 l~ 

, "'" 
. 

. 
f. 110 m95 68.'''''" "" (l0)(S) ;- (5) ~) (l) ~) 00), '., 100 lOS "'.'" '", 

• " ", , 
, 

, 

3" ~ 1,62$ !,445 ,275 
0 0 0 0 '" . '" '" '. • • • 

1,4451,625 
, '" , '" 

\ ..'" , '" • '" 
'" (10). (2) (2) (1) (,20),OJ , (2.,(» (2) OJ OJ (3) (30)f 

(5) (5) t (5), (5) (5) (4O)
• , ~O) 

1O 10 IS IS IIII' 
 1,115l,m120 1:W 13. m 140 " . 

'" 1,14013. 130 . 15. 155 l~", 
4,515480 490 510 S4Q 560 2,990 

i 1 
Note 2: AU oitbe IIbol'e rep~ expenditure! on benefits. 'ThtNfore they are matched at CIU'mlt rates - 55 pen:eat !edtra! roN fol' AF'I}C and 100 pr.l"(:Ct redcn.i ~tl; ror F(X)d Stamp!., 
So;me: linS/ASPS: mt!' utimttel. Thellolc uti:m.tu have bun Wf'lW ....'it!: ~ff wi~ln ntiS Ilnd OMIl (I,,: have no! t"eD offldlily ~vWwtJ by OMB. ThQl: p¢lJdu do no! t'IIiPr!:KJIt l coru.elU'" 

rt.;ommetld.tlloo ofu-.t Wcrtinz G~ Co-Chait'l.. . , i ' 

.I • 
;,. 

., 1 
, 
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PRELIMINARY DRAFf 
• 

_ . FEDERAL COIIT EsrIMATES OF AOMINlIITRATION'S WELFARE REFORM PROPOSAL 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL I- (By fiscul year, in millions of donars) 

1995 1996 1997 1998 1999 
5 Year 

Federnl 

! 
5 Year 

Total 

PAREI\'T AL RESPONSIBILITY 

Minor Mothers 'i, ~ 
NQ Additional Benefits (Qr Additional Children 
Teenage Parent E4ucational Attainment. 
Comprehensive Demonstration GrantS _. : 1 
Teenage Pr~ancy Prevention Grants ' 
Access and Visitation Grants ": ' .' 

, . ,, 

o 
o 
o 

20 
20 
5 

(20 
(51 

- 5 
20 
40 
5 

a81 
5 

20 
60 
10 

. 
!I~l 

5 
'20 
80 
10 

a~l 
5 

20 
100 

10 

q~~l
20 

100 
300 

40 

" 

(130)
(320)

20 
100 
300 
40 

Child Support Assurance Demoll$trations , o o 25 50 65 140 155 

Child Support Enforcement . 
No; Effect of Child Sup~orl Proposal . 
Medicaid Savings from Caseload"Reductions 
~puter Costs .I 

SUBTOTAL, PARENTAL RESPONSIBILITY 

50 
o 

10 
60 

105 

160 
o 

30 
190 
235 

280 
(75)
70 

275 
365 

(lOS) 
(165)

90 
(180)
(50 

a~l 
(225(3851 

185 
(515) , 
290( oj 

(40) 
430 

~g~l
360 

~~~l 
MAKING WORK PAV ; 

,. 
, At ..Risk ChUd Care Ex~ditures. 
State Demonstration Projects for Advanced Payment"!: of EITC 
State Flexibility on Earned Jnc.ome and 

Child Support Disregards 
SUBTOTAL, MAKING WORK PAY 

o o 
o o 

190 
200 

o 
390 

275 
10 

215 
500 

455 
10 

245 
710 

765 
(170) 

285 
880 

I 685'· 
, 50 

745 
2,480 

,' 
2,200 

50 

i,515
3,765 

; 	 ! t 
Note 1: 	 Parentheses deoote Sl\vWg$. . , 
Note 2: 	 Five Year Ft1Jeral est.iwateJ repreSent tbefQllovl'ing stille matcb rates:: servicd at 66% (JOBS match+5) in 1996 and 1997. at 6S% in 1995 (JOBS mattb+7), and at 70% (JO 

benefits at CUfrtllt t!U~tdl rates; cbiJd support is matcbed al rates spedfled in the hypotbetical piau; «>mpreberuj,'e rlemou.~tratioo grJlnl'l, 
ttfliage preventiou grants and IDA and microenterprise denonstratioll granls are fUlltthed at 100%; and I'IU other demonstrations art': matched at 90%. 
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PREl.~IlNARY DRAFl' 

FEDERAL,COSfESfIllIATES OF ADMINIl>.RATlON'SWELFARE REmRJII PROPOSAL (CO"') 
. FOR ELE~IllNTS OF A WELFARE REFORM PROPOSAL . 

(By fiscal year~ in millio~ of doUars) 
t 

, ' I 5Y~r 5 Year 
': I 1995 1996 1997 1998 1999 FI.'dl:'nL Total 

• I:' I f),ll,~.
TRANSITIONAL ASSISfANCE FOLLOWED BY WORK 4= f"" (,oo ~,o , 1-----
Additional JOBS Spending o 360 480 600 670 1 2~1~.910
WORK Operations o o o 105 435 40 ·775 
Work Expenses and Employer FlCA . o o o 40 160 380 
Administrative CQst!; : ' 15 30 ·50 150 
Additions! Child Care Spending for JOBS 

I 0 o . 23~ 320 410 470 l.435 -1,535 
Child c.... S....ding fQdVORK . o o o 75 295 370 530 
TransitionuJ Child Care o o 65 90 125 280 265 
Child Care MonitO:ringarid UceJl'jing _ o 15 15 15 15 60 120 
Child and Adult Care-Feeding Program (aU child can:) o 25 45 70 105 ~45 245 

,
Non-CustodlaI Parent JOBSfWORK , 	 o 10 20 30 50 110 1'i5 •", i Enha.oced Teen Case Mlylagement ' o 65 75 90 90 320 475 ' 
ADP Federal nnd State Systems ' 110 225 265 140 60 800 , 1,000 
Enhanced Administrative Efficiency 	 o o (25) mO) (125) (270) (430) 

, 
CaseJoad Reduction and SanruolL<; , \ o o 90) 	 (1,IOOl(255!Food Stamp Savings 	 o o 30) (10 >m!
Medicaid Savings: 	 . 0 o 155) (235 (450 'i~J~ i (1~~4)

, 200,Medicaid Plug , 	 ! • 0 o 15 45 55 115 
EITe Outll!}'S . " . " 	 '0 o • 0 25 70 95, 95, 

1.105 ~ 1,515 4,840' 5,640SUBTOTAL,trRANSITIO~,AL A~~IFAl'lCEI , 	 110 935 1.115 

IMPROVING GOvERmlllNT ASSISTANCE (IGA) . , ' 

800 . Remoye Two Parent (UP) Restrictions 	 o o 155 295 350 l.430 , 
IDAlfl.Ii-croentetprise Demonstrations - o o 15 25 :ro 70 10 
Generally Confurm Resource Limit and Exclusion 

Rules to those of Food StamQ.!'i ' o o 85 135 200 420 goo 
Increase by 25~ Territories' Caps and I ' 


AdjttSt for Inflation o o 30 30 30 90 90 

AU Others (30) (20) (20) (20) (440)
, ,SUBTOTALIGA I 	 465 1.360 925l:8l HZl 255 	 590 

, ,
Tribal TAP (JOBSI'IVORK) .• 

,0
o 30 35 40 45 150 150 ~ ,;.J... L~ 

Research and Evaluation TAP U/W/AR) .5 55 35 f
'I!i ._1·75-- " ""1/ 

Adjustment for first year implementation '0 (300) o o o (0)'--" (500) """"' '" ::; 	 .' 
GRANDTOTAL 	 175 1,320 2,315 2,325 2,900· 9,135 9,590 

Note 1: 	 PareutheRSdenow$UYiugs, " !' i . 
Note l! 	Five Year Fed~ral estim.st£'ll npres~t the foUowiug state match rates: services a! 66S (JOBS matc.h+5) in 1996 and 1997. at 6$% in 1m UOBS m.atc,b+7). and at 

beneftU at wrrmt mll(ch rates; dUd SUppI>rt is matched at rates spttu>td in the bypothttit1!lJ plan; comprehensive demonstration gr.nts, 
teenage: prelftnoon grallts and lOA .00 IDkroenterprise deiliollStraoou grants are matched at lOO'lo; and all othel' de:monstr1l:tt.on.$ are matched at 9()'%. 

, 	 ~ I :, _ I ,.. 
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Summary of Administration's Welfare Reform Cost EstimatJs - I 

(By fiscal ve:ar, in millions of dollars) "• . ! '. -')
5·year Budget Outlay Totals 

1995 1996 1997 1998 1999 Federal State Combined 

Transitional Asslstan;e Followed by Wo~k i 

Additional JOBS Spending 0 349 709 619 921 2,798. 447 3,245 


WORK Spending ; 0 0 0 205 762 967 
1 

472 1,439 

Non-Custodial Parent JOBS/WOAK (Gross) 0 34 51 97 120 302 ,135 437 

Additional Child Care Spending for JOBS/WOAK/TCC o· 320 525 715 1,065 2,625 370 2,995 


Investments in Automati~n 115 230 270 145 65 625 .205 1,030
, 
Subtotal 115 935 1,555 1,980 2,935 7,520 1,630 9,145 

; 

Savings 0 (80) (265) (460) (615) (1,420) (1,020) (2,~40) 

Medicaid Impact On Transitional Assistance 0 0 (35) (ISO) (265) (470) (355) (825) 
I 

Subtotal, Transitional Assistance 115 655 1,255 1,370 2,035 5,630 255 5,880 

Making Work Pay 
! ,

Working-Poor Child'Care Expenditures 0 160 260 360 640 1,460 333 1;793 

State Flexibility on Earned Incomo and I 
60 _Child Support Disregards 0 C 50 60 190 350 540 


Medicaid Impacts for State Flexibility 0 0 125 140 160 1 425 320 745 

State Demonstrations to Advance EITC 0 200 10 10 ' (170) 50 , . 0 50 


Subtotal, Making Work Pay Q 360 465 590 710 2,125 1,005 3,130 

Parental Responsibility I , 
II-

Teenage Pregnancy Prevention Grants 6 40 64 54 104 300 I 7 307 
Child Support EnforcementJ 60 165 350 0 (70) 525 (535) (10), 
Medicaid Impacts for Child Support Enforcement 0 0 (45) (105) . (175) (3,25); (245) (570) 

CSEA Demonstrations 3 29 57 73 1)62 19 162 
State Option 10 limit Additional Benefits to 
Additional Children ; 0 (5) (10) (IS) (15) . (4~) (260) (305) 

Minor Mothers .' 0 (IS) (15) (15) (15) (6,9) (50) (110) 
Medicaid Impacts for Minor Mothers 0 (10) (10) (10) (15) (45) \ ~3S1 (80) 

,I 510. (585)Subtotal; Parental Responsibility 70 200 365 !..!..!§} (1,100)ill \ 
I 

Improving GOvernment Assistance (IGA) , 
Remove Two-Parent (UP) Restrictions 0 0 45 65 105 235~ . 225 460, 
Medicaid Impacts lor Removal 01 UP Restriclion~ 0 0 60 160 235 475 355 830 
IDAJMicroenterprise Demonstrations 0 0 10 20 20 50 0 50 
Conform Resources Limit, Income Del and Other (45) (15) 45 60 90 135 : (135) 0 
Medicaid Impacts (IGAl! 0 10 20 55 95 160 136 316, ,

Subtotal,lGA H2l ill 200 ,eo 5<5 1,075 560 1,655 ' 
"~ I 

TOTAL 140 1,410 2,265 2,335 3,175 9,340 740 10,080, 
130 1,010 1,600 1,355 1,945 6,040 (609) 5,426TOlffbll1,5.i>~'J1\~n\'JW'>~",~I"OO' 

.~- ~, _. 
f 

; 
~; i •':: 



,
" .~.-.-;- .. ~.- .... --,-- --~..,.- ......... , 


(By fiscal yoar, jn millions of dollars) : , ' .'( 

5-Yesr Budget AUlhorll), Total,I 
1995 1996 1997 1998 1999 Federal Stale Combined 

Transltlonal Assistance Followl)'d by Work 

Additional JOBS Sp~nding 
WORK Spendil'l9' l 

o 
o 

';1'10 
o 

6"" 
o 

737 
, 233 "'.84' 

, I, 
2.945-,, , 
1.075-· 

470 
'25 

3,415 
',GOO 

Non,Cusloo:ial Paront JOBSIWORK (Gross} 

Additional Child Care Spondlng to. JOeSIWORK/TCC 
Investments in A!,llOmatlon 

o 
o 

115 

40 
320 

'30 
55 

525 

270 

105 
715 
145 

125 
1.065 

65 

325 
-2,625 

~25 

145 
i 370 
, 205 

470 
..995 
'.000 

Subtotal 

Savings 
Mlld1cakl fmpaci On 1ransHlona1 Assistance 

Subtotal, TransItional Asslstance, 

.115 

o 
o 

ill 

1,300 

(80) 
o 

1,220 

1.510 

(:aSS) 

,1 (35) 

1:210 

1,935 

(460) 
(150) 

1,325 

2.935 

(el5),
(.as) 

2,005 

, 7.195 

{1.~2Q} 
(470j, 

)5,905 

1')15 
(1.<)20) 

(355) 

340 

f.i.5H) 

(2,440) 
. (825) 

f;,245 

Making Work Pay 

Working·Poor Child Cala Expendrtur9s o 200 . 300 400 700 ;1,60.0 31lS 
I 

1.965 
State Ffexlbility on Earnad Incomo and 
Child Support Disregards ~ 

Mqdlcaid ImP<'Cts for State Fle:dbllity 
lStalQ Demonstrations to Advan¢e EITC 

Subtotal, Making WorK Pay f 

P(!rental Re.nPQns~bllity 
Teenage Plognam::y Prflvention Grants 

\ 

o 
o 
o 
o 

40 

o 
o 

200 
AOO 

.2 

50 
125 

10 

4.5 

., 

00 
1401..,.
~. 

.0$ 

80 I 
'60 

(170):, 
ZZQ il 

12.3 

190 
425 

50 
2,26.'1 

, !. 
410 

'350 
320 

L' 0 
,<'1,035 

,, 
'0. 

540 
145 
50 

3,300 

420 
Child Support Eniof"ment , 
Mudice:id Impacts for Child Support Enfo.rcamGf'l1 

CSEA DomonstratiotlS ' 1 

60 
o 
3 

11lS

• 
3 

350 
(45) 

"" 

o 
(t05) 

58 

[/01 
(175) 

73 

525 
(32~) 
170 

(535) 
(245} 

20 

r (H)) 
(570) 

1'90 
Stoll" Op:lon 10' Limit Additionill 13"oojit5 to 

Additional CMdf~n I 
Minor Mothers .1 

o 
o 

(5) 
(15) 

(10} 

(15) 
(lSi 
(is) 

(15) 
(15) 

(45) 
(60) 

, (260) 

;1 (50) 

('OS) 
(110) 

Medieaid Impact1 to< MUror Mo:h"ra o (10) ,(10) (10) (15) (45) ~ (35) (80) 

Subtotal, P<lr1!!t'ltal.Responslbutty 105 ggg ~ l!! mlll !!!Q (j ,095) {.liM} 

Improving Govurnment Assistance (lGA) " ! 

Romove Two-Parent (UP) Restriotioos o o ~5 as 105 235 225 460 
Modicaid Impacts tor R.emoval of UP R05ttictlon~ o o 80 160 235 475 355 830 
lDNM\¢rocntarprise Demonstrations , 
Conform Rr.so!JIcns Umit, lncerne 0",1 and Olher lOA 
MGldJcaki Impacts (I(,A) 

o 
(<{51 

o 

o 
(15) 
10 

10 
45 
20 

20 
60 
55 

20 
90 
05 

SO L 
130 ~" 
,85 . 

o 
(130) 
140 

50

•325 
Subtolal, rOA Jill li1l 200 3S0 §!E. 1,075 , 500 1,665 

":OTAL 175 1,8:35 2,280· 2,330 3,255 
" 

-9,575 870 10,74$ 

Tolar of State MandalQJ'V Pro\,!s!on;t
!'i""""C.wg""l<;i",y~" *1" 

• 130 , .375 1,555 1.310 1.945 ,, 6,315 , (515) 5,800 
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E X E CUT I V E OFFICE o F T II E PRE SID E N T 

'26-Apr-1994 11:14am 

•TO: (see Below) 

FROM: 	 Richard B. Bavier 

Office of Mgmt and Budget, HRVL 


SUBJECT: 	 Today~..s 7: 30 meeting 

The topic-was performance-measures and QC. Mary Jo handed out a 

short paper that was a little more detailed than the version we 

got in the package last week. (I f 11 distr ibute it.) 


Mary Jo's general approac4~is ,to have higher'mat9hihg rates for 
JOBS (and , it developed, WORK)-based 'on states/-success' in . 
exceeding targets for self-sufficiencYI service deliverYI and the 
number of families hitting the two-year limit: In addition, she 
would expand the notion of erroneous payment to include 
Jloutcome-based u measures. 

The discussion again revealed how much still needs to be done in 
thinking proposals through. Even leaving development of the 
actuaJ measures to the secretary (in consu1tation with states and, 
other "stake-holdersl!) basic design issues -still need to be 
addressed such as whether increased matching applies to spending 
during the period of the good performance (and so would be 
retrospective), and whether the intent is to reward (and punish)' 
the extremes of behavior, ~r,to try to fine tune state efforts. 

r 

Most significantly, after Wendell ruled that questions about lowe~ 
matching for WORK costs than for JOBS, and lower benefit matching 
for those on WORK waiting lists, were out of order in yesterday's 
discussion of matching rates, these issues weren't mentioned at 
all in Mary Jo's paper. On questioning, she indicated her
proposal -would be to substitute her performance measures for the 
lower matching proposals for WORK and waiting lists. 

, ..t; 	 ,'. 

--, It became clear that states would have no reason:"to put people _ 
,into WORK slots, rather than on waiting lists, if the only penalty - 
they faced was lower "rnatching for non-benefit' WORK slot costs. 

-~ ACF staff will come back to ,the group with some -proposals_on this 
issue .. 

It seems to ~e 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 



around and never quite' g'e£' engaged. 

Suppose a state 'has a 50 percent match rate for a $400 AFDC 
benefit, Because we've made-the WORK slots so hard to develop and 
schedule I people will tend.:.t.o collect -on the waiting ·~l"ists. The 
policy option HHS favors is ~ to reduce the benefit match to 
make,:waiting-U:ie.ts-not-pay for states. ..,. 

On average, the cost of a·~:~~k_.~loE·will be $300 to $400 per 
month. If child care is needed, it will~cost anothe.r $250 to 
$300. Assuming a 75/25 split, the state's share will'be around 
$150. 

To make-waiting-lists-not~pay for states. benefit matches for 
mothers who need 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 50 percent FMAP state near median AFDC, you 
would' have to reduce- federal "matching m'ore than 75 percent -(from 
50 percent to around 12 percent) before the state would be losing 
any mo~ey 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 ben~fit 'matching rate proposal. And if they did, it ~~n't. 
a suri:r"thing that. states would put people in WORK anyway":' A state. 
losing only a little on a family like in the example might still 
reaSOn that it is better to take the small loss rather than add to 
the government FTEs both with a lot of the WORK participants I 

(experience and research gives us little reason to hope that many 
will be in private for-profit sector jobs l and non-profits can 
only take 'so many - that leaves the pUblic payrollS) and the staff 
needed to develop and maintain thos.e woRK SlOt5~ 

In states with FMAP much above 50 percent and benefits above the 
nedian, proportionately smailer (but still very large) reductions 
in benefit matching rates could make-waiting-lists-not-pay. 
However, I'doubt that a credible national benefit matching rate 
deterrent to wa i tin9 lists can be designed.

:'. Distribution: 
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WeUare reform 


Federal costs in billions 


Option 	 1995 .95·99 'steady state, 	 .i . 
1. 	 , Base option - 2 years of AFDC, then community service, in exchange o 4.) 5.1 


for benefHs • phased in with first·time applicants. Federal 5-year costs: 

.9b for transition education and training; 2.4b for work slot 

administration; .8b for child care.' (OMB rough estimate) 


2. l 	 Base oPtion total with behavioral effects - iIIustrat~s effects of increase o .9 .1 

0110 percent in exit rates due to investment in education and training, 

and deterrent effects of time-limits and community service work .
.. 	 . 
requirements . .Deterrent ell,ects will be controversial. Best empirical 

evidence does'not show big effects from eWEP, but no saturation 

wOrkfare program has been rigorously evaluated. (OMB rough 

estimate) 
 , 

Increments compared 10 2, (base option with 10 percent behavioral .'• 

effec1sJ., 


3. 'Up-front job search for all applicants (OMB rough estiniate) 	 -.2 ~1.3 ~ ·1.2 
. . I 	 .. , , • • 

r 
I . 

. i. ' 
Esli'!Uiues include spending for, AFDC. Food Stamp Program, Medica~d, 1raining, suPPOrt services, and child care, ,but not EITe Of Child 

Care FOod Program which WQuld t~nd to a'dd to outtays. States are assumed to spend education and training and child care funds first on first· 
time applicants subject to new requiremE!nts, . .,' 1 ~. , 

Assumes 13 percent of cases afe Child-only, 25 percent of other case heads are exempt 50 percent of nonexempt participate in transit~nal 
education, training and joh search each year. 50 percent of nonexempt transi110nal participants require child care sllbsidies averaging $972. 
PosHransition community service is 20 hours per wook in eXChange for AFOC benefits, Administration of eactl slot costs ~,'OOO per year, and 
50 perrent of par1icipants require child care subsidies o~ $2,696. f " 

'. 	 t .t 
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4. j 	 Limit communily service to one year followed by in·kind safety net -.2 -2.5 -4.0 , , 
(OMB rough estimate) i ' 

5, 	 20 percent of work slots are child care workers for other AFDC .0 -.5 _ -.6 
parents, or aged care, or some other service for which the federal 
government would have paid anyway (OMS rough estimate) . , 

6, Employers pay community service administrative costs (OMS rough o -2.0 -2.3 
estimate) , ! • 

• 
7. i Discussion paper's child support policies' (HHS preliminaty estimate) .1 	 -1.6 

I' . . , c, 
8 .• Child care for non·AFDC, working poor , 
9. 	 Program simplification :1 

, 	 i 

10. 	 Eliminate lOO-hour rule and workforce attachment requirements for .2 1.3, .2 
, .u AFDC-UP (OMB rough estimate) 	 ..', 	 ~ 

11. 	 Advance EITe payment 

12. . 	Enhanced JOBS program match 

13. 	 Demonstrations (OMB rough estimate) o ...2 to.5 
j, ,I' 

• , i 	 I 

2' Interactions \Woh base optton not modeled, 	
, 

, . 	 I ! 
2 
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