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Survey results from people who have left weifare o
: Nl
How much do you agree or disagree with these statements: ’@/I
My financial situation is better than it's been in a long time,
Strongly or somewhat agree: 95 {48 percentld éb{/}
Strongly or somewhat disagree: 45 {31 percent)s
{#ote: Cf those curréntly empleyed, 82 percent agreed.) /ky if;
I worry about having enough money in the future, V\ é?
Strongly or somawhat agres: 189G £6% percentld &FNL’
Strongly or somewhat disagree: 40 {28 perventl/ . \Kﬁ“ \k’
‘})
These days | generally can afford to buy what we need. -y v
' ¥
Birengly or somswhat agree: 38 {87 percantid \ o
SBtrongliy or somewhab dissgres: 48 {33 percent) s v &3 J”
4
What the fornier welfare families said: %«r’ ‘FQ, L
0

Answers are from 144 former recipients ard in some cases include
answers from 57 famities who left welfare after July 1, 1997, but then
refurned.

Generally, is your family better off when you are receiving welfare
checks or when you are working? (201 respondents)

Working: 187 {83, percentif
Welfare: 18 {% pergentle
¥Meither: 16 {8 pargent;

True or False; Because of welfare reform, an adult cannot receive
welfare more than 60 months, or five years, in his or her lifetime?
{201 re¢spondents) '

Traa: 160 {75 percent)s/
False: 32 {16 percent)
Did not answer: 5 {4 percent)

Did you get help from the state or other agencies finding a job or
being training for a job? (144 respondents)

Yes: 70 (49‘percent}.f
No: 74 {51 percenb)y

How much do you agree or dizsagree with this statement: The
welfare office did enough to belp me get off welfare, (201

respondents)
Strongly or somewhat agrae: % {32 pargungl
Strongly or somewhat disagrea: 118 {38 persent)
Did not answar: 3 i1 parcenti
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Are you employed? (144 respondents})

Yug: 109
Neo: 44

How much d¢ you earn per hour? (100 respondents)

Leas than $6: $ (9 perceni}
$6-86.%9: 38 {32 percent}
57-47.388 22 {2Z percent
$8-38.9% 18 {18 percent;
$9 or mors: 15 {1% parcent)

Did not answar: &€ {6 percent)

How many jobs have vou held in the last two years? (201
respondentis)

Hone: 1z {8 pergent)
i-2 jobhs: 108 (54 percent)
3-4 dobs: 42 (24 parcent}
&+« jobs: 1§ {7 percent}

Did spot answer: 17 {8 persent)

What is the highest hourly wage you have ever earned? (144
respondenis)

Median: $7.50 (35 percent had never earned more than $7) What is
the longest you have ever worked at one jobh? (144 respondents)

Median: 23.5 mouths (Nea}ly 39 percent never had worked a job
longer than one year) Do you receive food stamp benefits? (144
respondents)

Yes: 84 (58 percentiv
No: €9 {42 percenbiéd

Do yau receive child support? (135 respondents)

Bvary month: 33 {24 percent)
Somarimaes: 5 {4 percent}
Never: 97 {72 percent)f

What is your housing sitnation? (144 respondents)

Owrne home: 2 {1 pervent]
Rent: 128 {82 percent}
Live with family/friends: 12 {2 percent)
Homeless: 2 {1 percent)

Buring the last 12 months, did anyone move into your home even
for a Hitle while because they esuld not afford their own place?
(201 respondents)

Yes: Bé {46 percentg}
Mo: 148 {74 percent}

During the last 12 menths, did you meve info a friend’s or
relative's home?

Yo s 47 {23 pereent)
e : 151 {7% percent)
pid not answar: 3 {2 percent)
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guy £ood: 94 {68
Pay rent: 110 {78
Pay telephone bill: a1 (57
Pay elastric bill: 54 (66

Pay natural gas bill: 30 {62

hp:iiwww kestar con/projectsiwelfarefanswars i

Since you stepped receiving welface checks, have you had ¢enough
money each month to: (144 respondents)

paroant i/
parcant) s
LeErcantly
porcently
parcent)

In the past year, did you or other adults in your family ever cut the
size of your meals or skip meals because there wasn’t enough
money for food? {144 respondents}

Cut size of meals: 52 (34 percenitls
Bxip meals: 42 (29 perrent}
Neitvher: ag {63 percenti

Blectricity: 1% {11 percent)

guh grade or less:

3+3 years aof high school:
High school gradusate:
Chitained a HGEL:

vocatianal /business school:
Some wolluge:

Bachulior's degree:

Race: (201 respondents)

HWhite: 54
African Amarican 1%6
Hispanie 3
psian/Pacific Islander 3
Orhey 3

Marital status: (201 respondents)

Single 147 {73 peruent)
Married: 2& {13 percent}
Divoroed 22 {11 percent}
Separated 5 (2 percent)
Witiowad 1[G percenti

Gas: 2& {18 percent]

Telephone oub: 42 {30 percent)

Mone cut: B2 {58 perxrcenti
Education:

s
4

14
ig

{28
i64
{2
{2
{2

Years en welfare: (144 respondents)

One: 22 {15 percent)
Twes : 25 (18 percent)
Thres: 28 (26 peroent)
Faur: 14 (13 pewcent)
Five-Ten: 38 (2% parcent}

BEleven-plus: i1 (8 percent}
£id not aey: 1 {0 percent}

All content © 1999 The Kansas Chty Star

{Numbers and percentages do not add up beeause some recipients
angwered both cut size of meals and skip meals.) In the past year, did
vour electricity, gas or telephone service get cut off for
nonpavment of bills? (144 respondents)

{3 poroent)
{27 percent)
{31 percent}

{7 percent}

{6 percant}
{28 pergent}

{1 pergent}

pergent}
percenc}
percent}
percent}
gercent;
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Suarvey results from people still receiving welfare

Responses are from 192 families, including 57 who left the rolls after
July 1997 but retumned.

Generally, is your family better off when you are receiving welfare
or when you are working?

working: 161 (84 percent)e
Welfare: 14 (7 percent)y
Neither: 17 (% percent)

True or False: Because of welfare reform, an aduli cannot receive
welfare checks more than 60 months, or {ive years, in his or her
lifetime?

True: 164 {97 percenti
False: 24 {13 percant
Bid not ansgwar: 4 {2 parcent!

Are you currently involved in any programs to find a job or be

traiuned for a job?

Yea: B3 {43 persent)
Ne: 198 (87 percens

What are yvou daing to help yourself get off welfare?

Applying for jobs: 805 {42 percent)
Job training: 32 {17 puroent)
GED ¢lasses: 23 {11 percent)
Nothing: 18 {8 percent)
College: $ 15 peoreent)
Sther: 33 {18 percent)

How much do you agree or disagree with this statement: The
welfare office is doing enough to help me get off welfare?

Strengly or scmaewhal agree: 96 (50 percent)
strengly or somewhat disagree: 92 (48 percant)
Ko answer: 4 (2 parcent)

(What else should DFS do? Top answers: Provide better job
listings/job searching/job opportunities, 25, more training/betier
traming, 21; transportation, 14; trangitional services when [eaviag
welfare, 12; child care, 11; less rude caseworkers, 6.)

Is it OK that the government limited welfare checks to 68 months
or was it wrong for the government to Hmit benefits?

Yes, it is OK: 126 {65 parcentls
No, it was wrong: 53 {29 percentis
Don't know: 11 {8 parcenct

Are you earning money working full-time or part-time in one or

9/13/9% 10:18 AM
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' mare jobs?
Yes: 19 {10 peroent)
Neo: 17¢ i8% peargant}

Heo answer: 4 {2 perosni}

What are the top three reasens you are not working now? (Asked
only of unemplaved recipients)

Lack of child care: §4 {33 percent)
tack of transportation: &3 (313 percent)
tmable to find a job: 1% (20 percent)
Poor health/sick relative: 26 (14 percent}
Ma skills/lack GED 26 {14 mercent)
Infant at home: 20 {i0 percent}
Watching children: 11 {6 percent}
Fregnant % {5 percent}

{Percentages total more than 100 because people provided as manas as
three answers.}

How many jobs have you worked in the last twe years?

Mone: 22 {11 perceni}
1-2: 82 (43 percent)
deg: 60 (31 percent)
8. 15 {8 percent)
6-plus: 11 (6 percent)

No answer: 2 {1 percent]

Why did you leave the best job vou ever had?

Temparary job/seasonal: 37
Fired/guit/latd off: 38
Pregunant/had baby: 18
Morved: i3
Healuh problems: 13
4 Company ¢losed: 12
Hoe day care: 9
o cransportation: 8
Gther: : 52

What is the highest hourly wage you have ever earned?
Madian: $6.50
(Fifty-eight percent never eamed more than §7 an hour; one third never

earmned more than §7 to $9; less than 10 percent camed more than 59
per hour.}

What is the longest you have ever warked at one joh?

Median: 11.5 months
(Fifty-eight percent never worked longer than one year, compared to
39 percent of former recipients. Only 21 percent had worked 2 job
more than three years, compared to 39 percent of former recipients.

Do you receive food stamp benefits?

Yag: 184 {Bg pexcent)
Mo g {4 margent)

- De you receive any chikd support paymenis? (138 respondents)

2ofa YI3AG IR AM
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"BEvary month: 1 {1 percent)
Sometimes: 2 {1 psrcent}
Never: : 172 {31 percent)

State recelives: 13

{7 percent)

What hest deseribes your housing situation:

Own own home: 0

Rent.:

Live with family/friend: i1

Homeless: _ 4

{0 parcenkt}

177 (92 percent}

{& parcani}
{2 persent)

Daring the last 12 months, did anyone move into your home even
for a little while because they could not afferd their own place or
becanse their parents could not support them?

Yag: 3B {20 percent)
No: 154 (8¢ percant}

During the last 12 months, did you move into a friend's or
relative's home because you had trouble affording your own place?

Yas: 54 123 parcent
Ho: 134 {71 percent}

What is the highest level of regular school you have completed?

8th grade or less:

1-3 years high school:

High school graduate:

GED

Vocational/business achool:
Some college:

Bachelor's degras:

Kace:
Whige: 33
Blagk: 158G
Hispanic: 5
American Indian 1
hsian/Pacific Islander 2

Marital status:

marvied: 5
Separated: 18
Divareed: 13 {7 pevcent)
Widowed: 3 {2 percent)
Single: 153 (890 p&ycent)

{3 percent}
{% percent)

Years on welfare.

tne: 24 {13 pergant}
et 30 {16 paygent}
Three: 3z {17 percent)
Four: 17 {8 percent)
Pive-tan: 72 (3% parcent)
Eleven-plus: 16 (8 percent)
He idea: 1 {1 percent)

4
$z
41
17
i4
22

i

{2 parcenti
(48 purcent)
{21 pergent}

{2 percent}

{7 psrosnt)
{12 peyxcent}

{1 parcent}

(17 percent}
{78 percent)

{3 pereant}
{1 percent)
{1 peuroant
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EXNECUTIVE SUMMARY

As of June 20, 1996, seventzen states had pending or approved waiver requests 1o terminate
AFDC benefits to a family that reaches a time limit; four additionai states had pending or
approved requests to reduce 3 famil's cash aid whn she family reaches a time limit. This
document analyzes the exempiion and extension policies of these twenty-one states.

In reviewing state waiver applications submitted to the federal Department of Health and Human
Services, and in reviewing waiver approvals, we conclude that

Through the {ederal waiver process, (he Clinton Administratien has, in eilect, transformed
AFDC into a program in which any state cen impose time {imits on assistance. There have
been no federal limits on how many states may impose time limits, whether the time limits are
statewide, or the lengsh of time before aid is reduced or terminated,

States often mean very different things by the term “time limit.” As of June 20, 1996, thirty-
one states have pending or 2ppraved waiver reguests 10 impose some form of time limit, but there
are three distinet models: seventeen states nave pending or approved proposals to terminate all
cash aid to the family when the ime limit is reached (“termination time limits™); twelve have
pending or approved proposals (o require participation in a work program as a condition of
further aid when the time jimit is reached {“work-program time imits™}; and four have pending or
approved proposals to reduce aid when the time Imit is reached (“reduction time limits™). (Note
that several states have proposals in more than one category.)

Maost time-limit requests before the 1994 elections sought 1o require participation in a work
program after a time limit. Most time-limit requests since the 1994 elections seek to
terminate all aid to a family after a time limit. From January (992 through October 1994,
twelve states sought to require participatior: in a work program after a time limit, and four sought
approval for a program under which aid 1 the family would be terminated after a time limit.
Since the 1994 elections, the pattern has reversed: thincen states that had not previously done so
have sought approval to terminate aid 1o 8 family afier z iime limit {(including three that were

previously work-program states) and only three states have sought approval for a worksprogram
time limat.

State proposals te end ald to the entive family after a time limit typically, though not
invariably, exempt families in which the parent or caretaker is viewed as unable to
currently enter the labor force. The most common exemptions in termination time-limits are
provided when & parent or caretaker is disabled or incapacitated; the parent or caretaker needs to
care for a disabled or incapacitated person; no adult is receiving assistance; the parent is a
teenager who is still in school or the parent is caring for a young child. These exemptions appear

it most but not all proposals. To date, the Clinton Adminisiration has not requited any state to
add additional exemptions in order to recsive waiver approval

The Clinton Administration has required that, in order to receive waiver approval, a state
miust agree to continue aid or allow participation in a work program in cases where the
adult has complied with program rules but has been unable to attain employment despite
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her best efforts. This “best efforts” exception has forced almost all states seeking waivers for
termination time-lirits (o madify their proposals, because some proposals had no provision for
extensions of aid after a family reaches the time limit and others provided that all extensions
wouid be discretionary with the state. Tt seams clear that if the Adminisuration were not requiring
a “best efforts” extension, some states would terminate 2id to families where the parent has fully
complied with program rules and has siill been unable to auain employment,

In practice, the requirement 1o continue aid when a parent has made her “best efforts”
may or may not turt out to be very significant in states wishing to terminate aid after a
time Hmit. States have substannai fexibility in determining whether an individual has fully
complied with program rules, and a state wishing to construe the requirement so that few if any
persons qualify for extensions may be able 10 do so. Under some approved waivers, a state could
deny any future extension on the basis of a single failure to camply with rules, ¢.g., failing to
antend 20 onientation session, that occurred months or vears ago.

Apart from insisting on a “best ¢iToris” eatension. the Administration has generally

approved state waiver requests withouat requiring any other exemptions or extensions. Asa

result, some state programs will terminate 2id after a Ume limit in circumstances where:,

« the state has failed 1o provide needad services {including instances where the state has
identified the services as necessary in 3 parent’s emplovability plan);

+ the parent is working bul eaming very low wages;

an extension would allow time needed 1o complete an education or training program; or

no parent is in the home and grandparents or other relatives are caring for 2 poor child.

State proposals for termination time limits typically have no provision for non-cash aid to
meet the basic needs of children after n family’s cash aid is terminated. Of seve states
with termination time limits, only one included a provision to ensure the availability of housing
vouchers when necessary to avold the homulessness of children. The other state programs have
no requirement for the availability of vouchers or other non-cash aid for children in a family
whose tash aid is terminated (though the family may stitl qualify for Medicaid and Food Stamps).

The current waiver process provides only limited safeguards; in contrast, pending block
grant legislation would provide none. The current waiver process ensures that states provide
for a "best efforts” extension, that siates evaluste the impact of their time limits, and that the
waiver approval is for a limited muinber of years; in addition, states sormetime agree to include
additional protections during negotiations with HHS. In contragt, under HR, 3507, the pending
block grant legislation, there would be no requirement for 2 “best efforts” extension or any other
exception, and no requirement that states evaluate the impact of their time limits, States would be
free to establish time limits of any duration shonter than 60 months. The pending legislation
would prohibit states from using federal funds to provide assistance to a family with an adult after
the family has received 2id for sisty monmhs;'states could allow exceptions for up to 20% of their
cases, but would not be required to provide any exemptions or extensions. As a result, the

current waiver process, though deilcient, provides significantly more protections for poor families
than would pending block grant legiglation.
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For bDiscussion Purposes Only

What should be the naturé af the work?
0 Entry-level, minimum wage.

o More like a Hob, less like welfare benefita. Particie
pants shouldd be hired to work for a set number of hours
{not based upon former AFDC grant levels) and paid for
the number of hours worked.

o Normal employer-employee relationships should be
encouraged,

How many hours of work should be assigned?

Q wWhile most participants oguld probably work longer,
States should be able to limit the slots to 20 -30
hours a week. They'd be able to create more work
slots.

Should participation in CWEP be combined with job search?

Q In addition to work experience hours, assignments
should also include periodic or ongoing job search to
encourage movement to regular Jobs. Labor’s one-stop
shop information system or job clebs could be used.

Should participants be given additional time to receive education
and training or pursue other activities to increase employabili-
ty? .

Lo} Participants who have earned credits toward furtherx

: edvecation and training, or who have not exhausted their
transitional assistance bsfore going into work
experience, would be able to get further education and
training in addition t6 work experience.

Should there be a limit to how long participants cas ¢ontinue
doing public work?

o No consensus. If there’s a child support assurance
program, one view is that public work experience can be
limited and thought of as short-term projects rather
than jobs. Others are of the view that many of these
jobs will be semi~permanent.
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Should there be a limit on how long participants can do one work
slot?

C Ho consensus. Labor groups will definitely want a
short time period -- 3 months or less. lients and
administrators of the program argus for a longer time
period,

What happens if there are no work experience slots available?

el Participants would be directed to do job search with
the same benefits. There wonld be a smaller or no
Federal watch for the activity when this situation |
SoCurs,

What other services would participants eligible for?

o We assume that the services of the work support agsncy
would be available te this population. In addition to
job searxrch, job counseling and 3job developmant
services, participants are eligible for child care and
transportation assistance. We assume participants
would continue to gualify for food stamps under current
rules.

[

Would participants still be receiving welfare benefits?

aQ No consensus., Depending on what one considers a
minimally adequate income for these families, additions
al income suppiements in the form of wage supplements
or benafits may be necessary, especially 1f the wage
earner is woerking less than full time,

How would earnings be treated under this program?

0 NO consensus., [We will be pricing out some varlations:
Minimum wage with and without wage supplements. We
would assume that the pay is subject to payroll and
income taxes, but no EITC on these earnings.

Would these work experience slots be asccessible €o other
populations?

O No consensus. We've considered making these jobs
available to vnemployed absent fathers who owe child
support and to persons on transitional assistance who
want to work befoure they’‘ve exhausted thelr benefits,
but cannot get a regular job. We‘ve alse considered
allowing former AFDC recipients who lost a regular job
and cannet find a new one to go into pubklic work jobs.



For Discussion Purposes Only
Can participants be fired?

o Participants would be paid for the hours they work and
if they don’'t perform satisfactorily, they might be
fired or not paid. AFDC, Food Stamps and Housing
Assistance «- 1f available -~ would provided based on
performance.

How would participants move from these jobs into regulaxr jobs?
wWould there be income disregards?

o No consensus. Many favor no income disvegards. We may
want to cffset work expenses and, in other ways,
decrease the tax rate.

How would these programs be administered?

G No consensus. <Could be welfare system or DQL., The
program would be State-designed, but under Federal
guidelines.

How would displacement be minimized?
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ALABAMA Fifl Benetits Periog CWER After CWER
rtours worked G 20 A4 [+ o &0 ¥ ] it 40
Wags Exmings 30 $4. 420 8,840 $0 34,470 38,848 $1,580 10 $4.420 35,1840
Child Support Paid %0 $0 13 $i 36 0 b 2H %5 32 3
Cost of Assured Denety 0 £ 4 ﬁ 2 {4} 4 & o] ]
AFDIC {oet sosl 10 povernment] 1,048 & [ 1. 8968 2 @ S E+ Q +
Food Stamps 3,504 a.252 2198 4,828 3,276 et $.588 3,528 #0718 2,220
Haousing & ] L & O ¢ Y ¢ € [+
EINC  (hdly phased in) @ 1,105 1508 P 1,758 32375 - ¢ 1,753 3,375
Fad Incems Tax ¢ 4] ¢ D it g 0 0 e Q-
Faed Payroll Tax L 338 678 @ 338 678 - o s a8
Work Expenge 0] LY 1 ] #42 84 189 ¢ A4 &84
Chilg Care Expense 0 & 4] 3] o 0 {Q & 0 <]
‘isposable” incorme $5472 37 857 F1RETA! $35 406 38,6871 512,873 WA T 3508 8,671 $12478

CALIFORNIA
Hostirs worions & 20 45 E+] 20 44 34 [ b AL
Wane Earnings o 34,420 $4 840 s 34,420 £8,840 $7.514 $0 $2.420 $8.840
Chilit Support Paad 30 $0 o £ 30 0 $0 30 3 10
st of Assured Beretit G ] ¢ & [+ £ O & % 4]
AFDCT {net cost 19 guvernment) ¥,488 4,500 ¢ T ABE 4,260 O 0 g & el
Food Stamps 2,064 1,508 2,198 2,088 2,004 2,220 F832 3528 KRex] ] 2230
Heiming [ [ Q Q o o & g 1] &
EITG ity phased in} & 1,105 1,094 o 1,758 3,375 - & 1,755 ABTE
Fad Inotme Tax & [} ¢ B 1] e g [y} & s}
Fad Payrol Tax 8 338 678 o Jse 578 e n 338 a78
Work Expense 4] #43 ass & 482 H54 751 5 L2 2] REL
{hild Care Expense ] £ [ & G & 0 & 2 0
“‘Dimpogable” Incornm £9,552 $14,4583 511,479 45,976 [ARK -5 $12. 875 X 5 ek $3.528 $5,671 $12,873

PENNSYLVANIA
MHeours worked & Fras] 10 ¥} 20 L1v] 23 % 20 40
Wann Eamings 0 §4 423 $8.340 bl $4,470 38,840 35,083 0 $4 420 38,840
Child Support Pui R 30 E 2¢] 0 t 1] 30 0 30 0 0
Cost of Assiredt Sarwlil & ] 3 & [ ] 0 0 & g
AFDC {net cost 14 poveTmnant) 5,052 2004 b+ 5,052 1,824 e @ 4 el o
Food Stamps 2,798 2640 2,188 2,820 2 2220 30 3 hos 3,278 2,820
Hoasing o o [ g 2 ) g 4 2] 4
EITC  {fully phased inj & 1,148 1,998 2 1,758 2378 - o 1,755 2,378,
Fed Incomes Tax £ ¢ ' ¢l [+] ¢ E4] ] 3} &
Fou Paytol Tax ¢ 338 576 ] 338 878 - ¢ a3s &78
Work Expenise j+3 442 &84 & 443 [ S08 4] L2y .12
Chitd Care Expanas 3 0 8 & 0 g 0 9 4 Q
“Dispoanble’ ingome $7 843 $5.448 $11.473 $7.872 5955 {312,875 $7,69% %3528 $8.67% 512,875

NOTES:

* Lrster CWEP, chlld cnre expenses sin sssimed to ba rarn in zaicuiating the AFDC & Food Stamp banelits, DEISDISS

Child Tare nxpartse is vat aqual to 0% of income in calculating bentit levely in all pregiima in thase sxamples. DIE P

*« & & % &

No housing subskiy is sssumed but an sxcess shelter cost deduction of $§300 used o calcuiate the Food Stamg benelit,

The Currant LAw sximpies vse o wotk-reluled expenss dedidiion of $128 in calouisting AFDC banefit lavels,
Th N Siart Plan assumes s work-celated expenss tadiuction of $100 in ealituiating APDC benelils,
The Hew St Pian food siemp banedil calcuiations wse the Prasident’s bodget axsumptions.
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES

{ Mo ehild wupport award sstatilvtied |

——Dureapt-law. Plawe-Sian-Finn
ALABAMA Full Berwsils Period CWEP Atigr CWEP
Haurs worked 0 eiid 4t ¢ 26 45 by -3 M =5 L]
Wage Eartings 30 4 420 £8,840 23 B4 AT $8.846 $5.500 0 $4 4720 $8,844
£hitd Support Paid 5 &0 »G ¢ b 2* 0 %0 | ~¥] ® 3
ot of Assured Benellt G 44 o GO ¢ [+] 1] [ & 4
AFDE (et cost 1o govemmaeant} $.968 I+ 13 3 K:7-5 b+ 1] [+ o a ]
Food Stamps 3,504 3082 2,198 3,538 kR £,22% 3,012 3508 3,278 2,220
Housing Lt & [A] b ] [4 |4 0 4] ]
ENC  {hily phased i) ] 1,10% 1,085 [ 1,759 1375 - ] 1,758 3,375
Fad tncoms Tax el 4 [ 4] 0 0 & 1] e} o
Fed Payroflt Tax a b2 678 & 38 878 - ] 328 £r8
Work Expenss 4] 442 apg & 442 f1:1 ] 553 B 442 ;>0
Chitd Care Expsnse - o £ Q& g £ B & £ B 5
“Dizposable” inenmw $5,472 7997 | 33347 54 404 88511 $12.876 $7.085 %3528 $8.57¢ $152,875%
CALIFORNIA
Hourg worksd Q prie] A6 [+ B ] A5 an i+ iz L) -
Wags Eamings 0 4 400 $2 840 30 £4 400 L840 1 | 38,840 20 $2,420 58,840
{hild Support Faid <] 4 50 £ e 0 30 0 30 30
o) of Assured Benelll ] i ] o [ [ £ 4] a ]
APDC {net cost 1o government) 7488 4,500 o] 7,484 4,260 4] 1] ] 0 4]
Food Stamps 2,064 1,908 2,148 2088 2,004 2,220 2,220 A28 3278 2,820
Huirsing 0 @ o 9 A 0 o D o O
EITC  {fully phased i) o 1,108 1,095 0 1,75% 3,275 - o 1,755 BT
Fod income Tax 0 &) o o [+ & vl [+ g ]
Fad Payrofl Tax 0 234 &76 4] 358 476 - & 338 88
Work Expenss o 42 564 8 442 884 Bt o 442 B84
CRild Cars Expetise o @ o 8 ¢ 2 & & o i
*Dispozable” Incore 50,552 S 183 $E1.471 $a.574 $1% £ig 12875 $10178 B3 5e 58671 ER P
PENNSYLVANIA -
Hongs worked ] pited L3 ] peisd 45 a8 ¢ 20 40
) Wnge Tarnings B Tk ARG S&, 840 3 4 A00 £5 840 37 R5E 0 3,420 58,840
Child Support Paid 80 f 2 0 0 $0 §0 $0 £0 $a $0
Cost of Arsured Bennfit [+] & B & 4] [4] O 3] 0 0
L AFDC {net cost to goversmant) 5052 2,084 B 5,082 1,824 0 Q 4} 4] Q
Food Stamps 2,796 2,840 2,198 2,820 a,ms’ 2,220 2424 3,528 3,276 2220
Hausing 0 0 g o Y s, Q2 3 4] &
EITG  {ully phased in} 1] 1,508 1,995 Q 125 1378 - 1 1,755 3,378
Faxl rcome Tax o ¢l & g ¢ 5] + 4] o i
Fad Payroll Tax ] 398 476 I¥] F38 :¥¢-3 - & 358 ‘818
Wik Expense [+] 42 &R4 4] 442 854 786 [+] 442 B4
hild Cars Expenss - o & 9 & % 1 & o G L
“Hisposable” income 57,843 SH 448 1 S1v 478 $7 872 LG PER {12878 54 554 33,508 8,571 $13.878
NOIES: ¢
™ Lindar CWEP, iy care expenses 18 rssumed 1o be 2aro in naloviating the AFDC & Foodd Stanp benefits, QBN
- Child Cara axgerre is set ogual {3 9% of income in calcidating henelit levels In &l programs in thess exampiss, 03:08 PM
. N housing stbsity B asstimed but an sxcess shaitar cost deduction of $100 used to caleulals the Food Stamp benafit, . F j
" The Currert Law sxampies use 8 work qelsted sxpenss deduction of $120 in calcuiating AFDC henetit levels. N _ @_g: Q{:, e
o The New Start Plan assumes s work-elated expanse deduction of $100 in caleutating AFDC benatits. {, 00 Q/(:p I\hﬂﬂfgb ol
*

The New Start Plan food stamp benalil caloulations use the President's Bixige! assumptions. ﬁ “ wa (62,
L1



BENEFIT CALGULATIONS FOR A MOTHER & TWO CHILDREN: SELECTELD STATES

Lyn child support awsrd satablixh

%

e nELA W Mew-Start-Plan

ALABAMA Full Benetity Paciod CWEP Atiur CWEP
Hours wiorked 44 20 A4 & 20 L] 48 e % 49
Wage Earings 36 34,820 5,840 % $4 A28 $8. 840 38,830 50 54 420 £8 840
Chitd Suppot Paid $a $0 e 52 50 50 30 35 $ $0 1
Cost of Avsiredt Bonmfit g g & & 8 % 8 i & O )
AEDE frmt aond t0 government) 1888 3] ] § 568 9 4] a 4] ¢ [
Foewt Slamps 3 804 3,238 2,996 358 8,278 2220 2z20 3 M8 aom 2220
Housing [ G ] [ L] 2 <] O [ ']
BT Huily phased ingd i+ 1.10% 1,083 [4] 1,785 3,35 - Q $, 755 3,373
Fad Incowe Tax [¢] 4] 4] 0 0 ¢ o] G b ]
Fad Payroll Tax 1] 33 676 53 3358 a7e - [+ 33 s76
Work Expensa [ 442 g84 ] 442 B34 884 & 442 854
Child Care Expensa o 1] 3 4 ] ] & g g &
"Disposeiie® ncome $5. 422 $7.997 $11.4M 15 408 38,671 $12 878 310178 $5.528 8471 $17.875

CALIFORMIA
Hours winrked s o5 44 ] 26 48 44 I 0 &0
Waps Exrnings 0 $4.420 $2 540 L4 $4.420 15840 8. 840 30 4 450 $8,840
Chitd Support Paid 0 30 3G L $0 342 0 30 3v 0
Cast of Asgined Banafit o [ [ [y f Q ’ f ] 0 0
AFDT frvest wont in povernmant) 7488 4 508 o 7,458 4,260 <] &) T ] Q
Food Stamps 264 1,908 2,196 w08 2004 2220 a2 3,528 3276 R0
Housing Y] Q D Ja] 0 #] ] f Q [4]
EITC  {fudly phased in} 4] 1,108 1.59% ] 1,755 3,578 - [+ 1,785 3.47%
Fed Income Tax 4] ] e ¥ 2 vl L] e M+ &
Fad Payroll Tax 4] 38 £76 & 338 578 - 4] 328 &7
Work Expeanse Q 442 £84 % 442 B84 s 4] #42 884
Chitd Cwse Expenga 2] & g & & O & T ) &
“Disposabia’ Inoms S9.5852 1 $11.153 L1147 5478 $itpan ] gi1c a8 $10.178 $3.528 &8 57 $12.87%

PENNBYLVANIA
Hours workmd 4 fra] 40 & 20 &0 *0 2 20 A
Wage Earningn ol Seazn $8,840 $0 $4,420 $8,840 $8,640 30 $4 420 $8,840
Thiid Supporn Paid 30 4 $0 0 0 | 5+] 50 $0 $0 $0
Cost of Assurad Bermiil { ] 4] ] [¢] [+] 4] 0 O 7]
AFDC {net cost to government} 4,052 2,084 ] 5,082 1,824 0 [+] g 24 4]
food Stamps 2,798 2,540 2,198 2,820 2,738 2,220 2,229 3,528 276 200
Housing +] 4] & 4] ju o] 1] ] o 4]
EITC  [ully prsasd in) o 1,104 1,985 B 1,755 2,375 e 8 1,78 B37E
Fad income Tax o e g B g a8 & g % ¢
Fed Payroft Tag & JIn g78 & 338 878 - o A &7
Work Expenses k4] 442 834 & 442 284 454 g8 442 884
Child Cace Expengs i & & & & a 3 & 4 ¢
“LHsposadble” incoms 7,548 440 $14. 47 $7. 870 S8 458 512,675 $i43 178 3,528 $&.6M1 $12.487%

HOTES:

- Under CWEP, ohild care expentes are assumed to ba zero in csloulaling the AFDC & Food Stamp benefits. QB/30M3
* Chitd Tare expenas i set saual 10 0% of income in calauinting benetit lavels in all programa in these examples. 011 M
- Ho housing subsity is ssanmed But an excess shelter cost deduction of $100 used to calcudutn the Food Stemp benetd, . H
- The Curcent Law axamples use & work-ralated expenze dedustion of $120 In calculating AFEME benefit lavaly, C UJ Q,. p i e,_f? et ’L”r O
. The New Start Plan assumey a wark-rolated sxpenss dechuction of $1IXE in caloutating AFDC berelits,
» The New Start Mun focd stamp benefit calcuintions use the President’s budget assumplions.
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES

Nt 6Bl WIppATE AWATE srtablisied !

B — T TE 1 R Wik Pays-Plan

ALABAMA CWEP Attar CWEP
Houre workad i3 20 LE ] 0 40 bt ed nia *t
Wage Earnins it $4.420 $& 840 N 34,420 $8.840 $4 420 6.630}
Child Supgport Paid 0 %0 $a 30 0 2 E1¢] $0
Cout of Assurad Benald 0 & g ] g o o [+]
AFOG tnat cost to govarnenant) 1,965 Y 6 1,088 o G a 0
Faod Stampsy 3504 3282 2.198 3528 3NTE 2,200 3,278 2,748
Housing a o 0 o & [ Q o
EipC ] 1,105 1,995 4] 1,7%5 3305 - -
Fadl Incoma Tax L4 o [ 9 o 3] [+ -
Fad Payrolt Tax & 33§ 878 ¢ 338 E76 bt ™
Work Expanse o 442 H54 ¢ A4z 834 ez -
Chitd Cors Exoerse # 0 ] i 0 & i -
*Dispouniie” income $5472 $r.087 511,478 $5.408 $8.471 SALEIS $6.91¢ §2.748 |

CALIFORNIA
Hours worked 0 20 L1¥] 4] 20 g 20 nin

| Wage Eamings £0 $4.470 $8. 840 30 $4 850 $8,840 $4.420 {36830

Lhilg Support Paid 50 0 $0 30 0 $0 G G
Last of Assurad Bensfit g v o ) g Y] 8 4
AFDG i sost to govamment) 7488 4,506 4 T ABS 4,906 1268 4508 5,544
Foud Bramps 2584 1,808 2898 2,008 1812 1,818 1,812 1,808
Housing G 0 o & 0 & & Q
EITC * 4] EADS 1,558 ] 1,785 3375 - -
Fad Incomn Tax 4] 3] [ 4] il g [+] -
Feod Payroll Tax 0 338 878 <} 238 &T8 338 -
Work Bxponse O 447 854 4] 442 854 442 -
Chilet Dxes Expanas 3] 4] D 0 G 0 [+] -
Hsposable’ Income 55 3552 3§1,153 11471 35878 $12,115 Bi3,835 | $50,3868 34 D4

PENNSYLVANIA
Houre woiked 44 20 40 ] 20 40 izt nja**
Wage Egsriings $0 se4z0]  sasan $0] s4az0| 3ssac $4 620 1$4,830)
THIl Support Paid 30 0 $o $G £0 5 o $0
Cost of Aggursd Banafit 1] L] [t 0 L] 4 0 o
AFEDG inet ot 1o governmant) 505% 2,564 5] B.052 2472 4] 2472 F0oR
Ffoud Stamps 2.8 2.540 2,196 820 2832 2RO 2.5az 2532
Housing 9 ¢ 0 0 o 0 ¢ B
Bt 14 1,188 1,095 0 1,755 3378 - -
Fed incoms Tax & [+] f4] [¢] +] o 4] -
Fed Payrott Tax a ALE §76 g 338 878 ok 2 -
Wk Expenas 4 442 884 & L7 ] B84 442 -
Child Care Exnsnie O 4] o & o] 2 o w
*Cianoashie’ incomn _ §7,B4B 39,449 $11.47% ¢ $7. 478 310380 iz A8 38,644 32,040

* Fully phased in.
** No actual work-dncome assumed Tor purponws of henefit calsuintion snly,

HOTES:

»

* 4 K B w3

Lirwdny TWEPR, child core sxpanges wre axdismed 1o be zero in saleuisting the AFDC & Fosd Stamp benefits,

Child Caze axpanss 4 st sgual to 0% of vwoms in celoulating banef? Iovalk In alf programe in these exampies,

K3 nousiag subsidy s assuned but an extess shsiiar cost deduction of 3100 used 1o caloulats tha Food Stamp benefs,

The Currant Lo sxampies use & workoslated exjrenss daduction of $120 in ¢alevinting AFDC beonfid levels,

The Wark Fays Plan assumes & work-eeinted sipense deduction of $104 in ealeulating AFDT banslits.

Tha Wark Pays Plan conditions AFUED banatit levals on whelher maximum AFDC banadit is less thae or sgual 10 30% oF S tederal poverty ievat,
i Waork Pays Plan reducss AFDC countabia incomas by 20% in saleulating AFDC honafit foyels.

‘i Work Pays Plan oalcutates afier-CWEP banalil leveis sxsuming 30 hours of wotk,

25-un-93
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES

LMt puppset wward RS :
Corrantdaw Wark-Pays-Plan
; ALABAMA ' QWER Attes CWEP
Hours wathed Q 20 a0 o 0 40 20 nig **
Waga Earnings £0 $4.420 $8.840 $0 $4.420 $8.840 $4.420 {§8,820}
Child Suppod Paki $0 $0 $G 1t 30 30 $a 30
Cast of Asslired Benefit Q ) & 3,000 3,000 3000 3.000 3.008
AFDC {net cost 16 government) 1,968 4] G 1,208 g & ¢ g
Food Stamps 3,504 3252 2188 3054 2378 F e yird gare 1,848
Hausing & g & ¢ & 2 i 2
EITC > 4] 3,108 1,885 4] 1,755 3378 - -
Fod Incams Fax & [+] 4] 4] @ 4 ] -
Fad Payrolt Tax & 38 8718 8 338 . b7 Jas -
Work Expense & 442 884 & £42 &b4 443 -
Chiid Care Experas 4] o & & £ % i) -
*Disposable’ come $5.472 $7997 1 $11477 £7,28¢ | 310771 | $14.878 $9,018 $4.848
CALIFORNIA
Houre warked ] 20 40 o 20 4 20 nis ="
Wags Carnings $0 $4.420 $8 840 30 $4,420 55,840 4,420 {%3.530}
Child Support Pakd $0 %a 0 0 $0 o 30 3%
Cozt of Assired Bonefit o] 0 ] 1.000 3,000 3008 %000 3,000
AFDL {riat £ost Lo gavernenty 7.488 4,500 4] 0928 3,248 fa 3348 1584
Food Stamps 2,064 1,848 2,168 1,8%8 1,350 1,328 385 1,388
Housing ) [ ) o a 8 & 9
EITC* o 1,108 a8 4] 1,755 3378 wr -
Fed incoma Tax ) o4 G 8 & & ¢ -
Fed Payroff Tax a o i F- a1 EH 338 &78 3B -
Work Expanse Fe] 442 884 1] 442 &R4 4432 -
Chiid Care Expsnae 9 g & i ¢ g 3 -
‘Dipesabie’ vome 8,552 1 %1153 $114% $10.584 | $13.123 1 $14,678 $£11,368 5,952 |
PENNSYLVANIA

Hours worked g 20 AL L 20 A0 20 e
Wage Eamings $o| s$a470] ssea0 0| $4.420] s8840 $4 420 {56,830}
Crild Support Pai %0 s $0 30 $0 50 30 %o
Lost of Assursd Benwfil Q i L] 3,000 3,000 3,000 3,000 2,000
AFDC (nal CokE 1o govarmant) 5,052 2,064 ] Bap2 o1z [+] 81 4
Food Stamps 2,798 2.8540 2,196 2,588 2,160 320 2,480 1.8548
Herasing 0 0 [ o Ja] bl 9 &
EITC 0 1,108 1,595 o 1,755 3,375 - -
Fad Incoma Tax b a G ¢ g o & -
Fed Payroll Tax 4] 38 876 F+] 338 675 338 -
Work Expense b+ 442 644 4] 442 a5a 442 -
il Care Expenss G ¢ 3 G & & # -
‘Disposable’ Income $7.848 $D.448 1 $it4¥¢ 38801 $11407 1 $i4578 $4,652 §$4, 848

* Fusy phased in,
** Mg actual werk-income asgumsd for purposes of banefit calculation oniy.

§

Unciar CWEPR, clild care expensos e assumied 0 ba zero in caleulating the AFQC & Food Stamp benafits.

Child Cars oxpersn i sof el to 0% of ingome in cakcuiating trerelil favals in all programs in these examples.

No housing subskiy is sssumed bt an axesss eheller cost deduction of $100 used 10 ¢aleulate tha Food Stamp benafs,

The Cuzrent Low sxnmplen uss a work-ralsted expanse deduction of $12Q i0 eateulating AFDL bensfd Javeis,

The Work Fays Pian assumes & work-related sxpense deduction &f $100 ins Saltudating AFDC barafits.

The Work Pays Fian conditions AFOC barwlit lavels on whethar maximarn AFRC bonafl is lass than or sgu! t0 40% af the {edacal povedty feeel,
The Work Pays Plan reduces AFDC countable income by 20% in calgilating AFGE benetlt lavaie.

The Work Pays Plan calcalsies atine-CWEP hanefit iavels assuming 30 hour of work.

. 4 * & 8 0 ¥

25~ JureD3



BENEFIT CALCULATIONS FOR A MOTHER & TWD CHILDREN: SELECTED STATES

i T N i
e =121 Work-Faye-Pien

ALABAMA CWEP Aver CWER
Hissirs workad 4] 2o 40 4] 26 R 30 (2%
Wags Samings $0 $4,420 $8,840 £0 $4 420 $8.840 $8,630 (£6,530}
Child Suppornt Paid 30 0 10 %0 $0 0 $0 30
Cost of Assured SBanefit 0 ] 0 4] 0 0 [+] 0
AFDIC {net sost to government} 1,968 4] ) 1,988 V] 0 0 )
Faod Stamps 3,504 5,282 2,198 3528 8278 2,220 2,748 2,748
Housing ) [ G o [#] 0 ¢ 0
B » [+] 1A05 1,995 43 1.75% AL - -
Fad neomes Tax 0 o a 4] - 4 G 4] -
Fadd Payroll Tax G 335 878 L1 3538 &7 s07 -
Waork Expenss g 442 554 [ 443 f54 683 -
Ghid Care Expensa G o 8 & i+ & 44 -
‘s poanlie® Income $5.472 704y { $11 a7 $35.4084 35 a7 $15 838 £8,208 32,748

CALIFORNIA
Gk wisrked & 50 40 4] 2G AT 30 fifn *
Wans Eamnings 30 $4.420 38840 $0 $¢ 620 38 840 26630 188,830
Ehid Bunport Fakt b=t 0 30 $0 43 o $0 £ 34
oot of Assurad Denalit G 3 i 6 G 3 5 o
AFUED {pet coxt 16 governmeny 1488 #5350 & 7488 4908 1 1,368 AT 3,143
Faod Slampe 2564 1,608 2,168 2088 1,812 1812 B0 LD
Hoissirsy <] 7] 2 0 |#] Q 0 o
EIFG~ O 1,108 15803 ] 1,758 3,075 - -
Fad Irome Tax 0 4] Q ] Q 0 0 -
P Payroll Tax 0 35 678 o bkt 6P S0T -
Work Expense [+] 442 B84 a 4472 884 683 -
Chitd Care Experss 0 & 4] Q i3 2 o] -
‘[isposable’ income SO82 1 TR 80} $e1avi $9.578 | $12138 [ fisans $10,454 34 U4

PENNSYLVANIA ‘
Haovry vesrked g bl 40 4] 20 4 0 e
Wase Earnings 30 $3 420 $4 840 $2 $4. 420 S8 848k $8.650 {58,830}
Child Support Fald 0 4 $G $o 4 £ 0 ¢
Cott of Axsursds Senefit g i & jt] a o ] [+
AFTRS ined oust 1o governments 8052 2084 # 5,052 2472 Y 708 7438
Foos Slempds .78 2845 2168 2820 2532 23228 &85 2832
Huusitg 4] ¢ £ & j+] [¢] ¢ 3]
£t o] §.i8% 1855 ] 1,755 3375 o . -
Fad Income Tax g 4] 8 & 3 4] & -
Fad Payrol Yax g 336 Ly s 338 576 507 -
Work Expense o 442 £84 ] 445 B84 663 -
Child Carve Expacms Q 4] G G 1] "] 1] -
“Piaposable’ come $7.848 35,444 511,471 $7.872 $10,389 £12,87% 4,760 33,240

* Fully phased in.
** Nor setiual work-incame agsumed for purposes of benafit ¢alouintion only,

NOTES:
s LUnder OWEP, child care sxpensas are assumad to be rarg b galouining the ARG A Foad Stamp banefis,
Lhild Qare sxpenge is sat pgusl] to 0% of Fxore in salouialing bonefl levals in off programs in these oxampiae,
Mo housing subskiy is assumod but an excess shaiter cast deduction of $HU0 used to calvuiate the Food Stamp barafit,
Tha Current Law sxampios use & work-raiated axpense deduction of $150 bs oaicuinting AFDC banei ioveis,
Tive Work Poys Plan assumas & work-reinted experas deduntion of $108 in oaigudating AFDOC bensfits,
The Work Pays Plan congtitions AFDE benslil isvels on whather muximum AFDU banetit ip less than or sgual o 40% of e inziursl poverty favel,
This Work Pays Plan peiuces AFDC countabie iscams by 20% in calouiating AFDC banatiy jevels. ’
Ths Work Fays Plan cslouintes aitec CWEP Denalil iovels ausiaming 30 Iours of work,

L R L TR N N R ]
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES

|

Child wupood swvncd wsiabll shed

e os LA C 1 L 8

Work-Pays-Plan

ALABAMA CWER Atter CWER
Hatiee workesd [ 20 40 4] 20 40 30 iy "
Wage Earnings $0 $4.420 $8,840 $0 $4,420 $8,840 88 650 {$4,820)
Child Support Pakd 54 0 $0 0 $0 $0 $0 $0
et of Arkured Barafit i 0 a 1.008 3,000 3,000 3,000 3000
AFDC {nat tost 1o govertimanty 1,968 0 0 1,260 0 G 0 Q
Food Stamps 3,504 A2 2,108 Joe4 2,376 1,32¢ 1,848 044
Housing i 3 4] Q 0 O 0 4]
BTG ] 1,108 1,905 ) 1,755 3,375 - "
Fami incarse Tax 2} ¢ a 1] Q o 0 -
Fant Payrol Tax Q 336 678 & 33 578 57 -
Work Lxpanae 4] 442 1) 4] 442 834 863 —
Lhiizt Lare Experne ) e Q & a & o -
‘Eiiaponable’ Insomm $5.A72 $7.997 1 §¥147 $2.284 | $10,72¢ $14.975 $10,30¢ 24,848

CALIFOHNIA
Hours wiarke! 4] 28 £ 14] 4 et & 3o it
Wage Enrnings 301 $s4pol  $B840 30 $4420 1 38888 $8,650 185 g3y
Chitd Suppor! Peid G k1 $a $a $0 3 $ 30
Cont of Assured Banalit a ] o 3,000 3,006 3.008 3,000 3000
AFDC fret post 10 government} 7.488 4,500 ¢ 5825 3,345 a 3,584 1,584
Food Siamps ' 2084 . 458 2,168 1,558 380 1,320 1,268 1.388
Houring g ) ¢ g Q 2 o g
N hd 'y 1,108 1,885 g 1,755 3,375 - -
Faxt incoma Tax G e G § ¢ g & -
Fadd Payeot Tax ] 328 878 o] 358 88 ser -
Work Bxgense 2 442 2 ¢ £42 884 883 -
Chiid Care Expsnse o & & & 2 & it -
THspGRabis® trme 30552 1 311,983 1 411 a7 SICESe | SIR 1IR3 1 $14575 $11.412 $5.952

PENNSYLVANIA
Hours worked % 26 46 <) 28 40 30 e
Wage Esmings 10 SR 420 35,840 it 34,420 $8,840 58,830 36,834}
Chid Support Paig $0 5 4] 30 3G 30 b 24] 5
Cogt of Asnred Baneli L i & 3 AN 30060 3,500 2,000 3,000
AFDIC fromg copt i governmant §082 E08e G 2452 12 ] Fl &
Food Stamps 2,788 2540 2186 288 2408 £.320 1,848 1,848
Housing G 4] 4 & o i4 4] o
ETC G 1,105 895 O 1,785 3478 - -
Fad income Tax 4] 1] 8 & o [+] 4] -
Fad Payrolt Tex ¢ 338 are & 338 676 07 -
Work Experise £ 442 £84 ] 442 584 683 -
Chiid Care Exponige i3 o O i G G 9 -
‘Disposable” income $7 048 $9.449 | $14.471 38,880 1 311407 | £14,978 $10,208 $4.048

* Fully phassd in,
** No actual work-—incaome assurmad for purposes of banefit calcuiaticn ondy,

NOTES:
e Undar CWEP, chlld care axpenses are assumedi to ba 2o in caicutating the AFDG & Food Stamp benafits,

Child Coare expenae is sot equal to 0% of ingome in calsulatiog benetil lavals in il progoms in thesa axamplas,
No housing subsidy is assurmiad but an sxcess shalier cost dedustion of $100 usad 1 caloulsts the Faad Stamp banelit.
The Cutrent Law oxamplas use a work-ralsted expense deduction of $120 n calaulating AFDC benstit lavels,
The Work Pays Plan assumas a work-ratated sxpanse deduction of $100 In ealeutating AFDC banafits,
Tha Work Payz Plan eonditlons AFDC banstit lavels an whather maximum AFDT banefit is tess than or equal fo 40% of the faderal povarty laval,
Tha Work Pays Plan reduces AFDC vountabie iccome by 20% ih cateulating AFDC bensafit levels,
Tha Work Pays Plan colculatas afer-SWEP baneid tevals muguming 30 boure of work.

% & & & & & 8
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STATISTICS FOR GROUP NUMBER 1, TOTALS
GROUE IS 100.03% OF SPELL BEGINNERS
10G.0% OF FIRST SPELIL BEGINNERS
100.0% OF RECIPIENTE USIKG SPELLS

100.0% USING LIFETIME 3 yas: 2 Y4
SPELL AND LIFTIME DISTIRIBUTIONS
YEARS CONTINUOUS SPELLS TOTAL TIME
BEGIN POTNT UNCOM BEGIN POINT  UNCOMPLEYED
1 . 349 . 090 . 257 . 209 034 162
2 . 205 . 105 .167 156 . 051 128 | 407
3 . 104 . 080 .115 . 100 .048 .103
4 . 083 . 086 088 ~ .086 . 056 .086
5 . 050 . 064 . 067 062 050 L 073
6 . 044 .067 .054 .055 .053 L0863
7 L 030 054 L0472 .043 . 048 .054
8 , 024 .049 .035 . 037 .048 L047
9 018 042 029 032 .046 .041
10 . 093 362 146 .221 566 245
MEAN DURAT. 3.9 8.8 4.4 6.2 12.0 6.0
SUMMARY FOR SPELLS
BEGINNERS $BEC SREC COMP PFUTR  $»0 TCOMP TFUTR  T%>9
AFTER 0 YRS 100.0 100.0 - 3.89 3.8 9,3 1.00 1.00 1.00
AFTER 2 YRS 44.6 80.5 7.01 5.01 20.9 1.80 1.29 2.24
AFTER 4 YRS 25.9 63.9 5.60 5.60 36.0 2.47 1.44 3.87
RECIPTENTS
AFTER 0 YRS 100.0 8.78 4.39 36.2  2.26 1.13  3.89
AFTER 2 YRS 57.5 11.94 4.97 54.6 3,07 1.28 5.86
APTER 4 YRS 37.3 14.%4  5.17  71.4  3.69  1.33  7.67
SUMMARY FOR TOTAL TIME
BEGINNERS $BEG SREC COMP FUTR  $>9% TCOMP TFUTR  T%>9
AFTER 0 YRS 100.0 100.0 6.18 6.18 22.1 1.00 1.00 1.00
AFPER 2 YRS 63.4 ©91.6 8.92 6.92 34.8 1.44 1.12 1.58
AFTER 4 YRS  44.8 8i.1 11.19 7.19 49.3 1.81 1.16 2.23
RECI PLENTS ‘
APTER © YRS 100.0 11.98 5.9 56.6  1.94 ,97  2.57
AFTER 2 YRS 71.0 14.10 6.05 €9.7  2.28 ,98  3.16
AFTER 4 YRS 52.1 15.80 $.90 81.3 2.56 .95  3.68
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WHAT KIND OF WORK SHOULD IT BE?
CWEP program {hours are tied to benefit levels) or public
service employment with set number of hours.

HOW MANY HOURS OF WGRK PER WEEK SHOULD BE ASSIGNED?

~  Part time or full time.

SHOULD J0B SEARCH SERVICES ALSQ BE PROVIDED?

SHOULD PARTICIPANTS HAVE ACCESS T0 EDUCATION, TRAINING AND OTHER

ACTIVITIES TO IHCREASE EMPLOYABILITY
Reward or credit after a pericd of working?

HOW LONG SHOULD PARTICIPANTS BE ABLE T0O REMAIN IN PURLIC
EMBPLOYMENT?

Short term or permanent.

HOW LONG SHOULD PARTICIPANTS BE ABLE T0 REMAIN IN EACH SPECIFIC
WORK SLOT? '
WHAT HAPPENS IF NO PUBLIC WORK SLOTS ARE AVAILABLE?
Should participants be enrclled in Job search with the same
benefits as if they wers working for 20 hours a week?
IF PUBLIC WORK IS OF LIMITED DURATION, HWHAT HAPPENE AFTERWARDS?

Job search program, partial benefits, cold turkey

WHAT OTHER SERVICES SHOULD PARTICIPANTS ELIGIBLE FOR 7

ES services, continuation of transitlional services such as
job counseling, job development services, c¢hild care and
transportation? :



For Discussion Purposes Only

SHOULD AFDC BENEFITS BE USED TO SUPPLEMENT WAGES IN HIGH BENEFIT
STATES?

Should the program operate with uniform wage levels or
should income supplements be provided in high benefit states
to bring income of part-term workers to levels of current
benefits?

HOW WOULD EARNINGS BE TREATED?

Are they subject to payroll and income taxes, EITC ?
WOULD THESE WORK EXPERIENCE SLOTS BE ACCESSIBLE TO OTHER
POPULATIONS?

Should these jobs be available to non-custodial parents,

individuals on transiticnal assistance, former AFDC

recipients who have lost regular jobs, other low wage
workers who have lost jobs?

*

WHAT KIND OF SANCTIONS SHOULD BE EMPLOYED?
Pay only for hours of work or AFDC-type sanctions.

HOW WOULD EARNINGS BE TREATED AS PARTICIPANTS MOVE INTO REGULAR
JOBS?

Should income be disregarded? Should there be offsets for

work and child care expenses?

WHAT FEDERAL AGENCY WOULD ADMINISTER THESE PROGRAMS? IS IT THE
SAME AS THE SYSTEM THAT WOULD ADMINISTER THE TRANSITIONAL
PROGRAM?

HHS, DOL, both as in WIN?

WHAT INCENTIVES ARE NEEDED TO ENCOURAGE STATES TO MAKE WORK SLOTS
AVAILABLE? HOW MUCH FLEXIBILITY SHOULD STATES BE GIVEN IN
DESIGNING THESE PROGRAMS?

REOW WOULD DISPLACEMENT BE MINIMIZED?
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COUNCIL OF ECONOMIC ADVISERS
WASHINGTON, D.C. 20500

June 22, 1993

MEMORANDUM FOR THE WELFARE REFORM WORKING GROUP ON
TRANSITIONAL ASSISTANCE

FROM: DEBORAH LUCAS
SUBJECT: The Case for Time-Equivalent Limited Welfare

The cucrent reform proposal calls for time-dimited welfare.  After two years former AFDC
recipients would be eligible for work assistance (e.g., CWEP, subsidized child care), but pure
cash grants would no longer be available to most people who had exhausted their eligibility.

Many are concerned that a time limit will create an impossible situation for people who do not
qualify for an extension but are unable (0 meet the work requirement after the two years., One
strategy that could partially mitigate this problem and still maintain the spirit of a time fimit is to
adopt a time-equivalent limit.

Under a time-equivalent limit, the cap would be on the dollar value of cash benefits received
rather than on the time spent in welfare. For instance, consider a state that pays $400 per
month, The time-equivalent of 3 two year linit is $9,600 (2 x 12 x $400)." By choosing to
receive a lower monthly payment, AFDC recipients could spread the payments out over g longer
perind {the maximum monthly payment would continue to be mandated by the government),
Alternatively, someone could draw the maximum benefit for 6 months, draw nothing for a year,
and use the rest of their lime-equivalent limit at g later date.

A strong argument can be made that a time-equivalent limit by itself would make littie difference,
since most AFDUC recipients cannot live on benefits that are much Jower than what they currently
receive. For this reason, a time-equivalent lmit would be most effective if the income disregard
is increased or restructured so that part-lime income can provide a meaningful supplement. This
would make the time-equivaient limil serve more as a emporary income floor,

A time-equivaleny fimit combined with rule changes that encourage part-time work would give
peaple the option of entering the workiorce more gradually, for instance working part-tiree for
four ygars while receiving a smaller AFDC grant.  Continuing with the earlier example, an

eligible family could elsct to receive $200 per month from AFDC (half of the $400 maximum)

' Of course in practice, payments received in future years should be adjusted 0 keep up
with inflation,
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for four years. If the parent worked at a minimum wage job for 20 hours per week, this wouid
provide an additional $200. This option would appeal, for instance, 10 some parents of young
children who prefer 1o spend more time at home.

Restruciuring the income disregard raises a number of issues. Do eligibility requirements for
related programs also need to be modified (e.g., food stamps)? Can 2 roore liberal income policy
be designed withowt greatly increasing the size of the wellare-eligible population? Will people
receiving AFDC assistance be eligible for the earned income tax credit? Because of the potential
gains from permitting AFDC recipients to increase their part-time labor fores participation, it
seems warthwhile to explore these questions {urther, even under a time-limited system.

Another objection to a time-equivalent limit is that if a recipient moved from a low benefit to a
high benefit state, they might not have enough credit left 1o carry them through the equivalent of
WO years in their new state, This problem is relatively easy to solve by a simple adjustment
formula that adjusts the credit fo take into account state differences.?

In fact, the time-equivalent Hmit could be used © even out differences between states. The
federal government could set a time-equivalent limit on the federal comtribution that was uniform
across states. States would be required to at least maintain current effort levels, so AFDC
recipients in poorer states would receive higher benefits than they do currently.

Another question is how 1o structure the interaction with other programs for AFDC recipients
(JOBS, ewc.}. For programs that are slated 16 be mandatory under time-linited welfare, they
could aiso be made mandatory under the time-equivalent sysiem, For instance, participation
could be mandated for anyone receiving an AFDC benefit, even at a reduced payout rate.
Alternatively, participation could be required only for AFDC recipients who have been in the
mandated program for two years or Jess. The related question of whether and for how long
former AFDXC recipients will be eligible for these other programs arises in the case of time-
limited welfare as well as in the case of time-equivalent limits, and could be resolved similarly in
either case.

* For example, assume that State A has a time-equivalent maximum of $7,000; and State 8
has a tme-equivalent maximum of $12 000, Consider a family moving from State A 10 State B
after baving received $3,500 in State A. Then their remaining eligibility in State B would be
{$3,500/87,0000$12,000 = 36,000, Similarly, a family moving from State B to State A after
receiving $4,000 in State B would have remaining eligibility in State A of
($4.000/$12,000)x37000 = $2,333,

The information requiremenss o do this are no greater than for time-limited welfare. For time-
Hmited welfare, a siate needs (0 know how long assistance was received in other staies.  In this
case, the state needs o know whal fraction of the maximum was used up in other staies,



other aampaxgn matariala, Presiﬁantwalact czinton an& viae
President-elect Al Gore describe & welfare reform proposal that
involves time<limiting the receipt of Ald to Families with
Dependent Children {AFDC). According to these materials, AFDC
receipt would be limited to 2 years for all those who are able to
work. During the 2 vears during which receipt is allowed,

Clinton and Gore intend to "lelmpower people with the aducaticn,\
training, and child care they need . . . S0 they c¢an brsak the
cycle of dependency” (1992, p.165).

At the end of the 2 years, the Clinton and Gore proposal requires
those who are able to work to g0 to work either in the private
sector or in the public sector. For those who cannot find
private sector jobs, Clinton and Gore recommend providing
sdignified and mesningful community service job[s]" (1992,

p.165) .

The Clinton and Gore plan also includes other antipoverty
proposals: 1) universal health care; 2) passage of the Family
and Medical Leave Act; 1) an expanded Earned Incoms Tax (redit
(EITCY); 4) an increased minimum wage; 8} sreation of A national
apprenticeship~style program; 6} requiring employers to spend 1.5
percent of their payrocll on continuing education and training;
?) ﬁravzszan of loans to low-income entrepreneurs and homeowners
< in the inner cities through a nationwide network of community
development banks: 8) creation of urban enterprise zones;

9) passage of "a more progressive Community Reinvestment Act®
(1982, p.167); and 10) various proposals to strengthen child
support enforcement. .

Additionally, Clinton and Gore saqgast‘ 1} enabling *low~inconme
Americans to set up Indiv) 2 A inte to save for

specific purpeses such as post—seconﬁary adacation, home
awnership, retirement, and small business startups® (1992,
p.166}; and 2) elimination of regulations that discourage
Americans who receive AFDC from saving money.

Will Marshall and Elaine ciaZla K&marak‘s chapter "Replacing
Welfare with Work,* in Handas ﬁ ange {edited by Marshall and
Martin Schran}, 5uggaatﬁ placzng a time limit of 2 years on AFDC
receipt for able~bodied reciplients. For those who cannot make
the transition to private-sector work atfter thelr AFDC benefits
run out, they recommend offering the opportunity to wark in a
cammunity service corps at minimum wage.




2
Unlike a number of the other proponents of time~limited welfare,
Marshall and Kamarck dc not propose expansions of education and
training sarvices for welfare recipients to participate in prior
to the end of the time limi%t. They maintain that programs that
offer such services rarely result in permanent jobs for the
participants and that education and training rarely raise the
earnings of participants enough to lift them out of poverty.
Marshall and Kamarck's alternative "is to let private entities -
-~ nonprofit and for-profit -— bid for the chance to place welfare
raciplients in private jobs and keep part of the money a state
saves when someone leaves" welfare (1992, p.230). Essentially,
they want to shift Federal resources from education and training
programs to private efforts to employ people (though these
private firms may provide such services to increase the
employabllity of those they are trying to place).

Marshall ang Ciulla also rescommend other anti-poverty strategies
to make work pay: 1) a "guaranteed working wage,®” which they
define as basically an expanded EITC, and which would serve to
ensure that all families with full-time, year-round workers would
avoid poverty; 2) a refundable child care tax credit; and 2)
universal access to medical care. Additionally, they propose
adoption of a national child support systen, which would reguire
noneustodial parents to pay a portion of their incomes for child
support through tax withholding, and where the government would
guarantee a minimum child support payment, if the absent parent
cannot pay ¢hild supporet.

Other antipoverty strategies targeted to APIC recipients include
the elimination of disincentives for welfare recipients to marry
and increasing the $1,000 AFDC asset limit to encourage saving.
In addition, they would provide incentives for microenterprise
experiments that promote self-employment. Marshall and Ciulla
alse recommend providing poor people with vouchers to allow them
to choose the services and providers that are best suited to
their needs. According to their plan, this would entail
converting inte vouchers programs under title XX of the Social
Security Act, AFDC and transitional child care, and the Child
Care and Development Block Grant.

Marshall and Ciulla call for an Yenabling strategy” to reform
welfare., They write, "Social responsibility is a two-way street:
Government ¢an help only those determined to help themselves, An
enabling state should condition soclal supports on reciplents’
willingness to work and strive toward melf-gufficiency™ (1882,
p.233). They alsc view part of the role of government in this
reciprocal relationship as expanding opportunities for the poor,
80 that the poor may enter mainstreanm Amsrican life. Marshall
and Cilulla believe the time-limited welfare systen is a way to
"make work imperative while the guaranteed working wage will make
it rewarding™ (1992, p.234).



81 : e Ame; Pamily, David Ellwcod
auggasts four fundamantal step& o a&dress the poverty of single-
parent and two-parent families. They are as follows: 1) ensure
universal medical coverage; 2) make work pay; 3) replace the AFDC
and Food Stamp programs with transitional assistance of limited
duration; and 4) provide jobs for those whose transitional
asgistance has ended. According to Ellwood, if these steps are
combined with a child support assurance program, "we can address
rost of the key problems of single mothers® (1988, p.i78).

Ellwood argues that making work pay, instituting child support
agsurance, and ensuring universal medical coverage ave
prerequisites for fully overhauling the waelfare system. His
suggestions for making work pay are raising the minimum wage,
expanding the EITC, and instituting a refundable child care
credit. These policies, he argues, would make it possible for
penple to support. themselves and their families.

For two-parent families Ellwood suggests that the transitional
support period might be 12, 24, or 36 months. Once someone had
used up the full amount of their transitional aid, they could not
receive any more transitional aid until they had worked 2 minimun
number of weeks (such as 5C to 100 weeks) and then this
additional aid would be limited. While receiving transitional
aid, these recipients would be offered both training and support
services to help them hecome self-sufficient again. Mininum-
wage ‘jobs would be available for those who had exhausted their
penefits but still 4id not have work. (Ellwood believes that
this jobs progranm would be small because only a very small
percentage of twowparent families are poor for a long period.)

£llwood proposes a transitional support period of 18 months to 3
years for single parents, varying with the age of the recipient's
youngest child. 'There would be a wide variety of support and
training services available during the transition period, and
“the program would be designed to help people achieve
independence.® At the end of the transitional period, casgh
benefits would end (aithough some of the child care and other
gservices might be continued) and the family would have to work
*some considerable amount of time" before they could regualify
for welfare payments. According teo Ellwood's plan, if one had
another baby or c¢laimed that no jobs were available, one could
"not regqualify for much more transitional assistance® {1988,
Pp-179).

The government must also provide full«time or part~time jobs for
those who are unable to find private-sector work. Ellwood also
argues that there will be people who are in need of very
intensive services but who do not qualify for disablility



programs. He says such cases should be evaluated on a case~b§~
case basis and not be allowed to shape the whole welfare system,

The rationale for time-limited welfare, acgording to Ellwood, is
that unless the welfare system is changed, there is "little aid,
incentive, or pressure for single parents to work.® He also
believes that time-limiting welfare will help aveid what he
refers to as the *eonundrums®: 1) the securilty-work conundrum,
which ie the conflict between the desire to help those in need,
and the likelihood that they will reduce their work effort if you
provide them with benefits; 2) the assistance~family structuve
conundrum, which is concerned with the need to ensure the
security of single-parent families, yet providing single-parent
families with benefits may provide an incentive for the formation
and perpetuation of such families; and 3} the targeting-isolation
conundrum, which is concerned with effectively targeting services
to those most in need, without isclating them from the economic
and political mainstream {1988, p.21). 2According to Ellwood,
transitional assistance would e a sescond chance for people, not
an opportunity to manipulate the systen.

The purpose of the bill introduced by Congressman Weber on June
25, 1992, is to amend the Social Security Act "to provide welfare
families with the education, training, and work experience needed
to prepare them 1o leave welfare within 4 years." Key features
¢f the reforms suggested in this bill include the following: 1)
regquiring States to provide recipients with the education,
training, and work experience they need to leave welfare; 2)
requiring that each recipient of AFDC participate in the progranm
{(with certain exenptions permitted); 3} involving each
participant in program activities for at least ten hours per
week; 4) iloposing a series of penalties for those who decline to
participate in the program; 5} establishing 2 time limit, wherein
"a family that has been 2 recipient of aid under the plan shall
not be eligible for such aid if a member of the family . . . has
been aligible to participate in the program for periocds
aggregating 4 years®; and 6) mitigating a marriage penalty for
welfare recipients. The bill also suggests allowing States to
use the sum of money that would otherwise be used to provide AFDC
recipients with Food Stamp benefits for subsidizing jobs under
the Work Supplementation progranm.

Additionally, the bill would require parents who receive AFDC to
demonstrate that minor children had received necessary
immunizations and appropriate well-child visits and that the
¢hildren are enrclled in and attend school regularly. If the
parents do not meet the requirements, their AFDC benefits may be
redguced.



In The End of Egquality, Mickey Raus proposes replacing the AFDC
program Yand all other cash-~like walfare programs that assist the
able~bodied poorY with an offer of a public sector job for every
American citizen over age 18 who would like tou have such a job.
The public sector job would be "useful® and would pay slightly
below the minimum wage. Additionally, the government would
provide subsidies for low-wage jobs in both the public and
private spheres, “to ensure that svery American who works full-
time has encugh money to raise a normalesized family with
diqnity, out of poverty® (1982, p.125). To supplement the
earnings of workers whose work still leaves them below the
‘poverty line, he would increase the EITC, According to Kaus, the
public~sector jobs that are created would be available to
everybody, without attention to their sex, marital status, income
level, eto.

Under Raus's plan, those who do not take advantage ¢f these
public sector jobs, including single mothers, would not recejve
any welfare payments. In order teo enable the singls mothers to
work, any needed child care would be provided to them for their
children, and this should be funded by the government when
necessary, according to Xaus. If a single mother refuses to work
and heyr c¢hildren are found "living in sgualor and filth . . .
(then] [s]1he is subject to the laws that already provide for
removal of a child from an unfit home." Kaus suggests society
build orphanages for these children (18%2, pp.12&~7}.

Those who are unsuccessful at or unwilling to work would end up
relying on public in-kind services (such as soup kitchena) and on
charitable organizations. The government would subsidize

counselling, therapy, and job training for people, but it would
net give them cash,

Kaus supports tougher enforcement of child support payments, but
oppuses child support assurance, where the government would
guarantee a mininmum child support payment. Kaus does not believe
that government workers should be laid off, but he does believe
that the government should be able to replace workers who leave
through attrition with guaranteed jobholders who are not subject
to prevailing wage requirements. Kaus estimates that the cost of
nis proposal would be between $43 and 559 billion more than is
bezng spent now (not counting the value of the work done by those
in guaranteed jobs).

Kaus's rationale for this program is to transform the "walfare
state into the Work Ethic State, in which status, dignity, and
government benefits flow only to those who work, but in which the
government steps in to make sure work is available to all® (1352,
p.127). He is interested in transforming what he refers to as



vthe culture of poverty? by replacing welfare with work (1592,
p.128). According to Kaus, replacing cash welfare with work
twould . . . end the disgrace visited on the underclass by
welfare itself.™ Welfare, says Kaus, is not stigmatizing becsuse
of the jimpersonal bureaucracy which provides it, but because it
"goes to able-bodied people who haven't necessarily worked and
-who aren’t necessarily working® {1992, p.137}.

In "Moving Ahead: How America Can Reduce Poverty through Work,®
Representatives E. Clay Shaw, Nancy L. Johnson, and Fred Grandy
suggest a number of demonstration proiects to test different
strategies to reform the welfare system.

First, they recommend demonstrations testing time-limited AFDC
{net including guaranteed jobs for those who do not find other
work after the time~limited assistance is over}. Although the
nunber of years of AFDC receipt that would be allowed was not
specified, the proposal identified exemptions for disabled
individuals (as under current AFDC policy), women in the second
or third trimester of a pregnancy or in the first few nonths
after childbirth {a one-~time exemption}, women who have c¢hildren
under age one, and people providing full-time care to a disabled
dependent. They recommend that States allow parents “geveral
years? to prepare for work, where all non-exempt AFDC recipients
would be reguired to spend 28 percent of their time {10 hours per
week)] preparing for work by participating in the JOBS progran.

Their rationale for time-limited AFDC benefits is rooted in their
concern about young mothers who become dependent upon welfare,
the Tentire culture [which] has grown up around life on AFDC,
Food Stamps, Medicaid, and housing,”™ and the length of time
people remaln on welfare (1992, pp.32-3). They conclude that the
length of time pecople remain on welfare is a serious problem and
that some families, therefore, will require "strong incentives®
to move off of welfare. Further, they beliave that these paocple
who remain on welfare for many yvears may be intimidated by the
prospect of working and may lack the needed skills to hold down a
job. They believe that people need both assistance and pressure
to move off of welfare.

As a second suggested demonstration, Shaw et al. recommend long~
term demonstration projects testing the use of govermment jobs to
replace welfare. According to their ¢riteria for demonstration
projects, States would be able to require recipients to work for
the number of hours egqual to their grant (either AFDC or AFDC
plus Food Stamps) divided by the minimum wage., Welfare
recipisents would continue to receive their regular check. They
would also require that at least one demonstration combine time-
limited welfare with mandatory work. (This is in contrast to the



tirst set of demonstratione proposed above in which only time-
limited welfare was being tested.)

Additionally, Shaw et al. recommend saveral reforms of currant
law ag part of their welfare reform propesal including: 1)
increaped JOBS funding and matceh; 2) broadenad walver authority;
3} modification of the EITC by converting the tax credit for
Bealth insurance intoc a cash provision; 4} increassed AFDC agset
limit; and 8) requirements for parents recelving welfsre to
obtain immunizations and periodic health check-ups for their
children and to ensure school attendance by their children.

Finally, the Shav et al. proposal suggests additional
denonstrations in the following areas:

Damonstrations testing child < ggurance, with the
following characteristics: the guarantee level should fall
between 51,500 and $3,000, with a maximum of $500 more for
all additional children; the assured benefit should not
count as income when calculating the EITC; States must pay
hetween 25% and 50% of the assured benefif; and the assured
benefit must reduce the amount of AFDC a racxpxent receives
dollar~for-~dollar,

Demonstrations to test various financial incentives to leave
welfare: these demonstrations should compare the effects of
disregards ranging from $30 and 33% to $200 and 50%; alse,
they would like to see a demonstration testing wvarious
disregards in a state that is testing the child support
assured benefit.

Demonstrations testing investment strategies, such as
enterprise gones and microenterprises.

Demonstrations testing comprehensive JOBS program
implementation strategies, including work incentives for
staff, staff training, marketing to recipients, and
assistance to recipients once they have started working.

Demonstrations testing the reduction of AFDC marriage
disincentives by allowing women receiving AFDC to keep part
of their welfare benefit after marrying.

Demonstrations designed to inform women receiving AFDC of
the availability of free family planning services and

demonstrations designed to reduce or eliminate additional
AFDC benefits for recipients who have additional children.

bemonstrations to assist fathers who must pay chlld support
te prepare for and find work.



s DB BRI, the Task Pcrca on Pavarty and Helfare put
forth a timavlimited welfare proposal in order to clearly focus
the AFDC program's orientation on work. The Task Force proposes
to restructure the AFDC program into two new programs: 1} a
"time-limited transitional program of temporary income support
and service delivery in preparation for work®™ (1986, p.74}; and
2) a guaranteed work program for those who are unable to abtain
unsubsidized employment,

According to the Task Force, the main purpose of the transitional
program would be to help people who can work enter or re-enter
the unsubsidized labor market., The welfare reciplent would ba
obligated to participate in education, training, and placement
activities in return for the income support received by his or
her family. All recipients, including single parents, would be
required to participate, although new mothers would be exempt
from participation for "an appropriate period of time”® after
childbhirth and the parents of disabled children might alsoc be
excepted. The main features of the transitional progran
recommended by the Task Forece include: 1) counselling, testing,
and assegsment; 2} intensive egucation, training, placement, angd
supported work; 3) support services, especially child care; and
4} income maintenance to support participants while engaged in
the program. The proposal says roughly 3 years is the
appropriate ansount of time for the time limit, but
experimentation is suggested to address the issue,

For those unable to find unsubsidized work after their tinme-
limited welfare benefits have run out, the Task Force suggests a
guarantead work program, which would provide and require work in
exchange for benefits. They suggest, though, that the guaranteed
jobs be limited to the percentage of psople in the current
caseload who are on welfare for more than three years. Some of
the features of the guaranteed work program are: 1) the
reciplent is oﬁiy paid for the hours he or she works: 2) the
r@azgzeﬁt receives a paycheck, not a welfare check; 3) recipients
receive aaaiqn&&nﬁa to pnbiia ssctor or non~profit jobs; 4) the
benefit level is kept at the same laevel as during the
rransitional program by regulating the number of hours the
participant works at the gusranteed job; and 8) "(t]lhe jobs are
productive iobs in the sense that they are useful from society's
point of visw® {1986, p.81).

In addition to their time~limited welfare proposal, the Task
Force recommends the elimination of the gap in health care
coverage between that provided by Medicald and that provided by
epployer~based coverage and an increase in access to affordable
¢hild care. Additionally, the Task Force suggests: 1) expanding



the Earned Income Tax Credit and varying it by family size; 2}
indexing the minimum wage so that it keeps pace with productivity
and wage increases; and 33 strengthening ¢hild support
enforcement and creating 2 minimum assured child support benefit.

The Task Force has put work at the foundation of their welfare
reform proposale. They write, "AFDC and our other public
assistance pregrams should be restructured to incorporate new
expectations about obligations of recipients to work or prepare
for work on the one hand, and obligations of government to
provide services, training and jobs on the other hand® (1986,
p.63).

In YAn Antipoverty Strategy for the 1880s," Isabel Sawhill of the
Urban Institute proposes an antipoverty strategy with the
following elements: 1) reduction of dependency; 2) provision of
a temporary safety net; 3) provision of a permanent safety net
for low-income elderly persons and the disabled; and 4)
sinplification of the current system, reorientation of its
objectives, and payment for new initiatives. One of the
approaches under the fourth element is to eliminate or phase out
AFDC, Food Stamps, and most of the other existing transfer
programns.,

Sawhill recommends scrapping all of the current velfare programs
{except Medicaid} and "uging the savings to design a fairer and
more efficient systen" (1990, p.7). The new system would entail:
1) a bigger EITC; 2) A temporary income maintenance progranm for
those who are unemployed, sick, recently divorced or widowed or
wtherwise requiring short-term assistance; and 3) a permanent
program with reasonably generous benefits for those certified as
digabled. For those adults who fail to become self-sufficient,
Sawnill suggests "a residual program of gsheltered workshops,
public service jobs, or more permanent income assistance® {1990,
p.5}.

-

Other approaches suggested by Sawhill to complement the temporary
nature of the income maintenance proposal include:

1} subsidization of child care; 2) provision of health insurance;
3} establishment of paternity when children are born and
automatic collection of ¢hild support through the tax systewm; and
4) investment in training and education programs.

Sawhill believes that the system she recommends would emphasize
work and parental responsibility.
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{ - ﬁff’), tha Fazd Fcun&atzon Prajeat un Sacial welfaze and
the American Future recommends putting a limit on the length of
time able~bodied and healthy adults are entitled to welfare
benefits. Work readiness would be improvaed through education and
training. Those who have exhausted their benefits would be
entitled to a public sector job, if they could not £ind work. In
combination with this, the Ford Foundation Proiject recommends a
national minimum benefit be established, in which the Food Stamps

plus AFDC grants are equal to at least ¢wo-thirds of ¢he Federal
poverty level.

The rationale for these changes in tandem is to ensure a minimun
level of assistance for those in need, while making it clear that
receiving welfare should only be temporary for those who are
healthy and able to work. The Ford Foundation Proiect believes
that the “welfare system should be overhauled to emphasize work
instead of long-term dependency" {15%8%, p.63}. The Ford
Foundation Project proposes investing more resources in the front
end to increase people's employability and ensure that they have
adegquate rescurces while receiving welfare, but make it ¢learx
that welfare is only transitional., The choice after welfare had
ended for an individual would be between a public-sector job and
saking it on their own.

Additional policy recommendations found in The Common Good
include: 1} restoring the purchasing power of the minimum wage
to its 1981 level; 2) expanding the EITC by varying its benefits
with the gize of the recipient's family; 3) universal health
coverage; and 4} overhauling the Unemployment Insurance progranm
to put more smphasis on tralining workers in new skills and
helping then relogate, if necessary.

Trvin Garflnkal and Sara ncLanahan auggeﬁt refoxma fﬁr 1ncreasin§
the self-reliance and economic security of mother-only families.
They also feel their suggestions will reduce the prevalence of
mother-only families and reduce the dependence on government of
mother-only families.

Garfinkel and McLanahan first recommend a new child support
assurance system, which would involve a legislated benefit
standard, universal withholding of child support obligations, and
a socially assured benefit. They alsc propose child and adult
allowances for all children and adults, where the child allowance
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would be a monthly government payment to all children under age
18, while the adult allowance would result from converting the
personal adult tax exesmption into a $300 or $400 adult allowance.

Garfinkel and Mclanahan would limit the amount of time that the
heads of AFDC families coculd receive cash benefits without
working or progressing in an educsation or training program. The
time limit they think might be reasonable is 2 to 3 months. They
would also craate a work relief program to make Jobs available to
those who need them. These jobs would pay minimum wage 1o make
private sector or ¢ivil service public jobs more attractive. A
final step would be to provide support services, particularly
education and training (participation in which the authors feel

- should be an alternative to actual work in a work relief
program). - They suggest participation in work relief be fox
mothers without pre-schocel age childran.

Two additional recommendations by Garfinkel and McLanahan are
extensions of their plans listed above. 7The first would be to
make child and adult allowances high encugh to completely
substitute for the Food Stamp program. %The second is to extend
eligibility for the work relief jobs to both custodial and non~
custodial parents, as well as step-parents.

Stuart Butler and Anna Kondratas suggest a time limit on welfare
receipt of 4 years. During the 4 years during which the person
receives welfare, Butler and Kondratas recommend that education
and dob training be available and mandatory for teenage mothers
{at least). At the end of the four vears, if the woman cannot |
support herselif, she should only receive jocb placement services
and in-kXind benefits. Otherwise, they state, she should be
relegated to depending on State-funded programs or the private
assistance network. Their rationale for the time limit on
welfare receipt, is two~fpld: 1) it would make clear that AFDC
is a temporary program; and 2) Yif government cannot do the job
of helping an individual achieve self-sufficiency in four years,
it probably can never do that job at all, and it is time for
soclety to try other approaches™ (1987, p.1B5B}.

Butler and Kondratas also suggest several other policy changes in
addition to the time~limited AFDC proposasl. These include: 1)
providing poor people with vouchers to obtain services; 2) ‘
targeting Federal aid to poorer States; 3) encouraging
entrepreneurship in poor communities by looser interpretation of
government regulations, fostering capital formation from within
the community itself, tax relief for small enterprises,
anterprise allowances, and enterprise zones; 43 making tenant
management the standard form of public housing management (where
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desired by the residents); 5) enabling public housing residents
to buy their units; 6} reforming the tax code to assist low-
income families; 7) stronger child support enforcement; and 8)
combining the AFDC and Food Stamp programs.
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WHAT HAPPEKS DURING THE FIRST TWO YEARS?

In Putting People First, President-elect Clinton said: "We will
empower pevple on welfare with the education, training, and child
care they need for up to two years so they can break the cycle of
dependency." This means that the JOBS program may have t¢o be
changed in significant ways. PFirst, States must lmprove their
current JOBS program. Twd recent studies of JOBS (Chiswsan and
woodsworth, 1992; and Hagen and Lurie, 1992) suggest that many
States ave doing little more than implementing the letter of the
law, rather than reforming welfare as intended. Second, further
changes may be needed to ensure that adeguate services and
funding levels are available to help prepare all AFDC recipients
for the time when they exhaust their time-limited bensafits.

JOBS ACTIVITIES

Current Law: A JOBS program must contain four mandatory
components: 1) education below the postsecondary level
(including high school education or egquivalent, basic and
renedial education, and education in English proficiency}; 2}
skills training (including vocational training); 3) job readiness
activities; and 4} ‘job development and placement. In addition,
it must offer two cut of four optional components: 1) group and
individual job search; 2} on~the~job training (0JT}; 3} work
supplementation; and 4) community work experience {(CWEP) or
another work experience program approved by HHS. The progranm may
also include postsecondary education or other education and
training activities detsrmined by the State and approved by HHS.
However, public service employment {PSE} was not authorized under
the Family Bupport Act (FSA). The JOBS regulations state
(Federal Regigter, October 13, 1989, p.42183)}: ¥In no event will
a State program of public service employment be approved under
JOBS., Public service employment is fully-subsidized employment
in a public agency."

luswes: Should allowable activities under JOBS be expanded to
include PSE?

JOBS SUPPORT SERVICES

Surrent Law: Access to transportation and other supportive
services for education and training may depend on vhether the
individual lives in an area with a JOBS program. In JOBS areas,
the State has a duty to provide, pay for, or relimburse
transportation and other work-related expenses and supportive
services necessary for JOBS participation. In non-JOBS areas,
the State may provide, pay for, or reimburse transportation and
other work-related expenses and supportive services neceasary to
participate in approved education or training. In both areas,
the State may choose Lo provide, pay for, or reimburse one-time
work-related expenses which it determines are necessary for an



applicant or recipient to accept or retain employment. In
addition, a State may choose ta: 1) provide case management and
supportive services for up to 90 days from the date an individual
loses eligibility for AFDC; or 2) permit an individual to
complete a JOBS component if funds for the activity are obligated
or axpended before the individual losmes eligibility for Arpe,

The State Supportive Services Plan must describe the types of
services that will be available, methods by which they will be
provided, monetary limits to be applied to each type of service
or activity, and the basis for determining need for each type.
The JOBS regulations do not list all the supportive services
available, but list the following examples: services for at~risk
youth; counseling; medical and dental services; stand-~alone
courses in parenting or life skills training; day care for
incapacitated adults; and substance abuse remediation. Allowable
supportive services include work-ralated medical and dental
expenses that could have been covered through the State’s
Medicaid program.

To be covered as a JOBS supportive service, it must be:
specified in an approved Supportive Bervices Plan; necessary for
individual to participate in, or prepare for, a work, education
or training activity; and not otherwise available on a non~
reimbursable basis. The JOBS regulations direct States to
establish monetary limits to be applied for sach type of
supportive service or activity.

Issues: While all JOBS component activities are aimed at
promoting self~sufficiency, JOBS participants may need other
services, such as substance abuse counseling, family counseling,
and other services to prepare for participation in JOBS. while
these services are available as support services, they are only
available to those who participate in a JOBS activity. Thus,
consideration could be given to making AFDC recipients eligible
for JOBS support services without actually being JOBS
participants. (Utah is testing this as part of its Single Parent
Explovment Demonstration.)

Many support seyvices are available at State option and sone
criteria may be nacessary for ensuring that all States offer the
services necessary to address the needs of AFDC recipients (if
benefits are time~limited}, perhaps similar to the pandatory and
optional compeonents for JOBS activities. Even then, the issue of
access nust be addressed,

In some cases, the actual cost of a supportive service for an
individual may exceed the State-set maximum. If this is the
case, dees the individual have "good cause® for not participating
in JOBS or the work program {(and continue to receive full

benefits regardless of the time limit}? Should the maximum be
lifted?



STATEWIDENESS

Current Law: All State JOBS programs were reguired to be
Statewide by October 1, 1%%2. The JOBS regulations define this
az: having the full program operate throughout the HBtate;
receiving approval for operating the program on a less than.
Statawide basis; or meeting & standard requiring a *completet
program in parts of the State and a "minimal® program in other
parts of the State. A "minimal® program may involve little more
than high schocl and job search reguirementa. A “ecomplete®
program is one that is available in all Metropolitan Statistical
Areas of the State, and in a number of pelitical subdivisions in
which 75 percent of the $tate’s adult recipients reside; it nust
include all mandatory components and at least two optional
components. A "minimal program® is one that is available in a
nunber of political subdivisions in which 95 percent of the
State’s adult recipients reside; it must include high school or
eguivalent education, one optional component, and information and
referral to non~JOBS employment services.

The fact that a program exists in the community just means that
certain components exist in the area. It does not mean that any
particular individual will get served, or get the activity she
might want or need. The regulations do not address how nuch of
each component must exist, or the extent to which a component
must be available to respond to identified needs of recipients.

The State does not need to operate all components in the same
manner in each peolitical subdivision, nor must it operate the
same optional components in each subdivision. If a S$tate decides
that it is not feasible to deliver the progran Statewide, the
State has two choices: submit - appropriate Justification to HHS
as part of the State JOBS Plan and get HHS approval; or meet the
“complete/minimal® program test described in the JOBS
regulations.

Issues: If an AFDC time limit is enacted, should States be
reguired to offer the complete program in all areas where the
time limit is in effect? Proponents of this reform could argue
that without such a change an individual could be unfairly
subject to a reduction in benefitse after the time limit is
reached, without having had an opportunity to participate in an
appropriate activity (and the range of activities that may be
available to cothers in other parts of the State). Such a refornm
may also mean that the State would have to fully fund all
component activities and support services, even though this is
not currently a requirement for having a "complete” program.
Opponents of this reform could argue that allowing exemptions for
those in "remote® aresas Oor where a "complete" program iz not
available would undermine the message in the reform (and may even
induce people to move to such areas).



If States are reqguired to extend more component activities
throughout the State, should this requirement be aimed at
offering a "conmplete® program, which can include only two
optional components, or should all optional componants be offered
as wsli? Should other componants, such as postsecondary
education or other education, training, and employment activities
approvable by HHS algo be required? While this reguirement can
provide the necessary services to reciplents, it can, in some
instances, als$o place an undue administrative dburden on JOBS
agencies, especially those serving a relatively small JOBS
population. In particular, some components may not be readily
available in sope areas {e.g., postsecendary education), while
others may be costly to create {e.¢., '8 work experience component
for a small nunber of recipients), while others may not be
practical {e.y., work supplementation in States with low AFDC
grants, since the amount that can be diverted is relatively
small}, In addition, if AFDC recipients are given greater
latitude in participating in JOBS support services, similar
issues may arise, o.¢., it may be Aifficult to provide substance
abuse counseling in sparsely populated areas, yvet without such
gounseling, some individuals may not be able tc adeguately
prepare for employment.

VOLUNTEERS

Current Law: It is up to each State to decide whether to let
individuals volunteer for specific activities and levels of
commitment, oy just volunteer to enter JOBS (which means the
State will perform an assessment, formulate an emplovability plan
with input from the individual, and assign the individual to a
copponent). In determining priocrity of participation among
target groups, States must give "firgt consideration® to thoze
who volunteer.

A non-exempt person who volunteers and enters the program is
subject to sanctions for failure to participate without good
cause, even if the individual volunteered. If an exempt person
fails to participate withoui good cause after volunteering, her
anly penalty is to lose priority for future participation, as
long as other individuals are seeking to participate.

The FSA provides that a State may not be regquired to sarve an
individual if serving her would cause the State to suffer a
fiscal penalty for failing to spend 55 percent of JOBS resources
on target group members.

Iasues: If a time limit on assistance is enacted, consideration
could be given to ensuring that all recipiente have greater
choice in selecting the activities they participate in. This may
require modifying the JOBS regulations to allow individuals to
volunteer for specific components, rather than for JOBS in



general and then allowing the State to choass the component,

This latter policy may currently discourage individuals from
volunteering in some States (i.e., if the individual wants to
participate in an educational activity, but believes the State
may assign her to iod search). In addition, the sanction for
non~exenmpt individualsz who voluntaer could be repealed to further
encourage voluntary participation, since after a specified period
unconditional assistance will end.

Except for target group menmbers, the FSA dees not address the
issue of priority for volunteers in 8tate JOBS programs. The FSA
provides that in determining priority of participation among
members of the Federal target groups, States must give "first
consideration® to those who volunteer to participate. The JOBS
regulations say that *first consideration® does not negessarily
mean a State mpust serve them, only that it ®*must first look to
volunteers.¥ This not necessarily reguire that volunteers be
served before others, regardless of the individual circumstances.
Rather, a State must give priority to a2 volunteer over a non-
volunteeyr when all ralevant factors are egual. The JOBS
regulations (Federal R 3 Qotober 13, 188%, p. ) say that
rdiecisions to serve volunt&&rs should ba made on the basis of
such factors as availability of services, resource constraints,
effect on the targeting and participation reguirements, and
progran goals.® However, if a time limit on assistance is
enacted, consideration vould be given to reguiring States to
serve all volunteers, regavrdiess of target group statusg, since
without access to JOBS, they may be unable to prepare adeguately
for employment after the time limit has expired. {(This would
require eliminating the current target group expenditure
requirements or modifying them by allowing State waivers in cases
where JOBS expenditures f£all below the target because the State
served all volunteers.)

JOBE PARTICIPATION

Current Law: At application or redetermination, the State must
inform all applicants and recipients about the availability of
JOBS and related gervices. The State performs an assessnent of
the individual’s needs, proficliencies and deficiencies, family
gircumstances, and other relevant factors, Based on the
asgessment, the State and individual must enter into an
enployability plan, setrting ferth the services the State will
provide and the activities the individual nmust do. States may
also ugse participant-agency agreenents or contracts that set
forth mutual rights and responsibilities. .

The JOBS regulations (Federal Register, p. ) list participant
preference "to the maximum extent possible® as one of five
factorsg that the employability plan "shall take into account.”



tasues: If a time-limited program is implemented, JOBS
participants would have to be notified not just of the
availability of JOBS services immedlately, but alsc of the
regquirement to work after the time limit expires. In addition,
participant preferences might ba given greaster weight, if not the
gole consideration, in the determination of a JUBS assignment.

VOLUNTARY VS. MANDATORY PROGRAM

Current Law: State JOBS programs are affected by two
participation rates: the basic rate and the AFDC~UP rate.

States must meet each rate or risk reduced Federal financial
participation {tc 50 percent). For the basic rate, monthly
participation rates rise from 7 percent in FY 1890 to 20 percent
in FY 1995 (after which they end). A participant is an
individual: 1)} who met the participation standards of 75 percent
nf the scheduled hours of participation for the month; and 2)
whoge hours of participation, when combined and averaged with the
hours of other participants, eguals 20 or more hours per week for
the month. For the UP progranm, participation rates rise from 40
percent in FY 1994 to 75 percent in FY 1997. To satisfy the UP
reguirement, one parent must participate at least 16 hours a week
in a work program. In the case of CWEP, the number of hours
aegual to the monthly grant divided by the greater of the Federal
or applicable State minimum wage would count., In addition, a
parent under 25 who has not completed high school or eguivalent
may be reguired to participate in an educational activity
directed at attaining a high scheool diploma or equivalent.

Issuen: Proponents of a voluntary program argue that the time-
limited assistance would he motivation enough to get individuals
to participate and that, in any event, all recipients would be
required to work after exhausting their time~limited assgistance,
and therefore should not have additional burdens placed upon
them, Those who support a mandatory progras argue that a
mandatory program would ensure that a significant number of AFDC
recipients are actively inveolved in working towards self~
sufficiency and that States are providing employment-related
services to at least a minimum number of recipients. Such
standards enforce the idea of mutual obligations, in which
welfare recipients are expected to take steps toward self-
sufticiency by taking jobs or participating in educational or
work-oriented activities, and the government is expected to
support their efforts by providing the incentives and services
necessary to ensuve that States and recipiants uphold their
vhligations. Moreover, the current participation standards could
be viswed as a trangitional phase for what may be more stringent
work reguirements for those who exhausgt their time-limited
pvenefits.,

There is evidence from rigorous evaluations that participation in
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some JOBS compenents can have positive impacts on a wide range of
participants, including many who typically would not have
volunteared for a program. A wmandatory program can reach thase
who have the potential to benefit from participation, but are
unlikely to volunteer. This may be especially important for
potentially long~term welfare recipients. Ellwood (1986, p.49)
also notes: "The problems with walting ¢o serve persan is that
the time that persons spend on welfare in the meantime, and the
resources they consume, are lost, If one waits and serves people
who have been on welfare for two to four years, one has logst the
opportunity to reduce welfare use in the first years of
dependence.® He also adds (p, 53}: "The fiscal advantages to
waiting to serve recipients appear t¢ be quite modest. Although
waiting does sereen out some short~duration recipients, AFDC and
Medicaid payments provided $o regipients during the period befors
they are sarved are lost, so that possible welfare savings are
reduced.”

If participation is mandatory, efforts should be made to target
Swould~ke® long~term recipients with effective interventions. In
otheyr words, it is important to: 1) identify the characteristics
of likely long-term recipients; and 2} determine what impacts
various interventions have on these groups and select the most
appropriate one, This latter step can be done by reviswing
research findings on how programs differantially affect subgroups
of welfare recipients., While ressearch to date is relatively
limited, findings from the JOBS evaluation and other svaluations
should provide impertant new information on targeting strategies.

Even with the existing participation regquirements, most non-
exempt AFDC recipients are not required to participate in JOBS.
Consideration could be given to regquiring all non-exempt
recipients to participate in JOBS so that they are prepared for
employment should they use up their time~limited assistance.

However, others may favor removing all current regquirements,
noting that the work regquirement after one exhaugts their time-
limited assistance should be enough incentive to prepare for
enployment and thatr imposing additional obligatiens during the
first 2 years of assistance is unnecessary. In addition,
reguiring ail or large numbers of AFDC recipients to participate
may not be practical, at least initially, since the JOBS program
may not have the capacity to provide services {including support
services] te all those who need them (i.2., all recipients as of
the day of implementation and all subsequent applicantg}. This
is less likely to be a problem in the long-run, as the number of
AFDC recipients receiving benefits and eligible for the full
range of JOBS services declines, due to the time limit.’ (In the
long-run, the system will only have to deal with applicants for a
limited number of vears; thus, the policy could be revigited at
that time as well.} In other words, a strict mandatory progran
would force the JUBS program to be expanded many times over
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initially, only to drop back to a fraction of that size once the
new proposal is fully implemented (since the size at that time
will only be based on the rate of applicants who have not been on
welfare two or more vears). Thus, maintaining the status que or
relaxing current reguirements would minimize the burden on State
JORS agencias.

JOBS FUNDIKG

Current Law: Federal JOBS funding is capped; each State is
eligible to draw down a capped entitlement amount from the
Federal government each yvear, which is based on ite pro rate
share of the total Federal allocation,

The total capped amount is $1 billion in FY 1993, rising te $1.1
pillion in PY 19%4, to $1.3 killion in FY 1%95, and dropping back
to 53 Billion in FY 19%6 and later vears. Federal funds for JOBs
are available at three matching rates:

el 30 percent for expenditures up to the State’s FY 1887 WIN

allocation;

! the Medicaid rate or 60 percent, whichever is higher, for
program cogts; and

o 50 percent for administrative costs and for the cogts of
transportation and ¢ther work-related and supportive
sarvices,

Issues: If JOBS services are to ba expanded, funding levels will
have to be increased. The issues are: 1) by how mach; and 2) at
what Federal matching rate{s}?

OTHER ISSUES

In addition to changing JOBS for those on AFDC, greater
consideration may need to be given to ways of keeping people,
especially young people, from ever geing on AFDC in the first
place, For example, Sawhill {19%0, p.3) has suggested placing
greater "emphasis on teaching parenting skills to all teenagers
before they become parents” and "more sfforts to encourage youny
people to delay childbearing until they are prepared to take on
the responsibilities of parenthood." She has suggested financiasl
rewards for the thoge who delay childbearing in low-income
neighborhoods. Others have advocated greater use of family
planning services, mentoring, and other interventions. They
argue that thege kindg of services could help obviate some of the
hardships that may be asscciated with time-limited assistance.



HOW WOULD THE TIME LIMIT BE MEASURED?

' CURRENT 1AW

Although there are a number of circumstances under whish
recipients can lose their eligibility for AFDC (such as increased
income, departure from the assigtance unit, etec.), the two that
come closest to time~limited AFDC are the age ¢f youngest child
restrictions and the time limits in some States on welfare
receipt through the Aid to Families with Dependent Children
Unemployed Parent (AFDC~UP) program.

A¥DC provides assistance to needy children who are under ags 18,
or at State option, under the age of 18%. This optional coverage
is limited to youth who are 18 but have not yet reached age 19
and "who are full-time students in secondary schocl or in the
eguivalent level of vozational or taechnical training and are
expected to finish the program before reaching age 13.% This
definition indicates that a family will beccome ineligible for
AFDC when the youngest child turns 18 {or 19, under the optiocnal
coverage}. By definition, therefore, AFDC runs out when you no
longer have a dependent child.

As of October 1, 1990, all States running an AFDC program were
regquired to operate an AFDC-UP proygram also. States that had an
AFDC~-UP program as ¢of September 26, 1988, had to continue to
operate the program without time limits on eligibility. Those
States that ipplemented an AFDC~UP program after September 26,
1988, were allowed to igpose a time limit if a family had
received AFDC under the Unemployed Parent program in at least 6
of the past 12 menths, This meant that a State could deny
benefits to families for 7 out of every 13 months,

OPTIONS FOR THE TIME LIMIT

Preposal: APDC receipt is a vne-shot deal. Onee a family begins
a p&riod of assistance, it may continue to receive welfare for up
to 2 years. If the family exits AFDC before that time, it pay
not receive AFDC again.

biscussien: Although families would receive government financial
assistance when they were in difficult circumstances once, they
would not be able to rely on such aﬁsistanaa again.

Proponents of this option argue that it could increase the
incentive to work because of the knowledge that welfare receipt
would only be an option for a limited periocd on a cone-time basis,
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In addition, it could motivate recipients to more thoroughly take
advantage of the various education and training opportunities
that are available while receiving welfare. There is also the
possibility that it night discourage some unwed wonmen from
beconing single mothers, an important issue since, in 1991, 47
parcent of single~parent famjlies were in poverty, while 8

- percent of two-parent families were in poverty, according to
Kicholas Zill (1992, p.13). (It is unclear just how large the
affect of AFDC on the prevalence of single motherhood is, and it
is even more difficult to know how this option would affect the
gquestion. )

Critics of this option could argue that it could be harmful to
those who fall onto & second period of hard financial times (or
to those who are unable o extricate themselves from the first).
1f the individual does not gualify for unemployment compensation,
the family's income might be severely limited during periods of
unemployment. This, of course, could have adverse effects on the
welfare of the parenti{s) and the children in the household., In
addition, if the lifetime time limit on welfare receipt is
imposed, it may have the adverse effect of discouraging some of
the people who would leave their first spell on welfare in less
than two years (whether they are likely t¢ return or not) from
leaving before the two years are up.

Issues: One very important issue is whether AFDC recipients will
have sufficient access £o education, training, and support
services during the time they are permitted to receive AFDC for
it to be justifiable to place a one-time lifetime limit on the
receipt of AFDC. Clearly, the availability of services will also
be an important issue when reviewing whether and to what degree
recipients are taking advantags of the ssrvices.

An important issue invelves whether the ilifetime limit will
affect the decisions families make about leaving AFDC.

According to "Targeting *Would-Be' Long~Term Recipients of AFDCY
by David Ellwooed, more than 40 percent of first-time AFDC
recipients will end up spending another spell on welfare.

Further, Ellwood’s data showed that 27 percent of those who were
in their first year of their first spell and 34 percent of those
whe were in their first year of a spell subsequent to their first
exited welfare during that first year. Additionally, 28 percent
of those who were in a second year of thelir first spell on
welfare exited during that second year, while 32 percent of those
who were in thair second year of a spell subsequent to thelr
first exited during that second yvear {Eliwond, p.18}. These
nunbers show that a sizable percentage who come onto welfare,
leave before the end of 2 years and that an important percentage
of these peoople, though, come back to welfare.

Under a one~time lifetime limit, it is possible that some portion



of these individuals may actually prolong their time recejiving
walfare, Knowing that it is their only opportunity to collect
benefits. (This may not necessarily be a bad outcome, if the
family head uses the pericd to increase her human capital that
leads to 2 better job and higher family income in the future.)

ion 2: Lifetime Limif

Proposal: The total amount of time that welfare could be
received would be 2 years, but this amount ¢ould be accumulated
over time over multiple spells. Families would be able to laave
walfare and return, but the total amount of tine during which
welfare could be received would be 2 years.

Discussien:t The advantage of accumulating AFDC over time is that
families would have more protection if they took a risk and left
AFDC for a job., If the job did not work out, they could return
to AFDC (as long as they were still below the allowed maxipunm
time on AFDC), using it as a safety net, until they ware able to
find more work or gain additional skills. In fact, this could
encourage pecple to leave AFDC as quickly as possible in order to
retain as much time as possible for future short-ternm
emergencies. A disadvantage would be that someone might use up
their full allotment of time receiving AFDC and still be in need
of more.

Fropogal: Institute a two-year limit on each AFDC spell, with a
sinimum amount of time required betweean spells before a family
could requalify for receiving AFDC.

Discussion: One of the benefits of thie kind of system is that
it would allow & family to access the welfare safety net more
than once in the event that the family ran into financial
difficulties pore than conce. A potential disadvantage to this
system is that it stil] seems to make welfare a revolving door.
As Sawhill (1992, p.7) notes, "Allowing routine returns to
welfare could well defeat the goal of encouraging self-
sufficiency and make a time-limited program little different fronm
the present one." In addition, some cllients may not have the
incentive to learn skills that will lead to long~term
independence if they know that receiving AFDC again is a
possibility.



CTHER ISSUES

Although President-elect Clinton has proposed & time limit of 2
years, the actusl length may be a subject of negotiation in a
legislative package. Proponents of a2 relatively short time
limit, such as 2 years, argue that it sends a ¢lear message that
welfare is & transitional rather than long~term, source eof
support. A long period, they beliewve, would allow many
recipients to avoid work for many years. However, supporters.of
a longer time pericd argue that the same message is sent that
welfare is transitional, but using the longer time limit
recognizes that more than 2 years ls needed by many people to
gain the skills and education needed to support themselves
independantly.

should the time limit be strictly interpreted or should it
represent an average among groups? Specifically, should a longer
time limit be allowed under certain cases, such as for those
parents who have very young children (to permit sufficient time
for bonding), and those who do not speak English as a first
lanquage or have serious educational and skill deficits {to give
them more time to prepare for employment and long~ternm self-
sufficiency)?

Should there he extensions for people to finish an education or
training activity? Given the limited education and work
experiance many regipients face, it may take more than two years
to secure the necessary skills. Sawhill (19%2, p.6) points out
that this is a difficult decision: "Deciding whether to permit
extensions is made harder by the absence of solid research on
what to sxpect from a full two years of intensive education,
training, or work experiences. This is because most of the
earliier welfare«to-work efforts that have been studied ware
short~term and focused on job placement, rathexr than human
capital development." However, she alsc observes (p.€): "Unless
carefully circumscribed, permitting extensions may send the same
mixed mesgsage about the rules of the new system ag allowing
exemptions., To minimize this effect, it may be necessary to
permit extensions only for a gpecified time in a limited nunmber
of cases, where in the judgment of a case worker, they would
improve significantly a recipient's prospect of self-
sufficiency.”

Should someone who leaves welfare be able to %aarn® additional
months of benefits for time spent off AFPDC? For exanmple, under
Vermont's proposed demonstration proiect, a recipient could sarn
3 months of AFPDC for every 12 months spent off assiatance. This
kind of provision would ensure that welfare remains transitional,
while providing support in the event of financial emergencies.
However, this kind of provision would increase the administrative
burdens associated with the proposal, by adding a new computation



to the new information requirements. In addition, a decision
would have to be made about whether the time spent in a community
service job is time off AFDC or if only unsubsidized employment
counts. '

An issue to be addressed in choosing among the options involves
the administrative cobstacles to keeping track of the perijods
during which people are on and off of AFDC. Most States
currently only keep information on AFDC receipt for 3 to 5 years;
this would have to be extended considerably, if any type of
lifetime limit is imposed on welfare receipt. In addition, to
ensure equitable treatment among individuals, it may be necessary
to modify State reporting requirements, perhaps by collecting
information on AFDC recipients by Social Security number in a
central location to verify that those who have exhausted their
time-limited benefits in one State do not collect full benefits
in another. In addition, to address the possibility of
recipients obtaining multiple Social Security numbers and
multiple welfare checks, officials in Los Angeles have proposed a
demonstration in which AFDC recipients would be fingerprinted.
This, as well as other strategies, may have to be considered on a
national basis, since this could become a problem nationally, as
some who exhaust their time-limited benefits seek to regain
eligibility fraudulently.



WHO SHOULD BE EXPECTED TO WORK?

CURRENT LAW

All AFDC recipients are either exempt from required JOBS
participation, or non-exempt. If a recipient is exempt, the
State may not require their participation, but if a recipient is
non-exempt, they can be required to participate in JOBS and the
State may sanction them if they fail to participate without good
cause.

To be exempt from participation in JOBS, an individual must be:
ill, incapacitated or of advanced age; needed in the home because
of the illness or incapacity of another family member (the family
member need not be a member of the AFDC unit); the parent or
other relative of a child under age 3 who is personally providing
care for the child (or, if so provided in the .State plan, any age
that is less than 3 but not less than 1); employed 30 or more
hours per week; a child under age 16 or attending, full-time, an
elementary, secondary or vocational school; a woman who is in at
least the second trimester of pregnancy; or residing in an area
where the program is not available. In addition, for AFDC-UP
families, a State may make the exemption inapplicable to both
parents and require both to participate if child care is
guaranteed.

When a State requires mandatory participation by caretakers of
children under 6, the State plan must also include satisfactory
assurances that child care will be guaranteed and participation
will not be for more than 20 hours a week. However, custodial
parents under age 20 may be required to participate regardless of
the age of their youngest child and may be reguired to
participate in an educational activity full-time.

In addition to these exemptions, States may excuse non-exempt
individuals from participation, if they have "good cause." The
JOBS regulations allow good cause for failure to participate or
refusal to accept employment if: 1) the individual is caring for
a child under age 6 and the employment would require over 20
hours of work per week; 2) child care is necessary for JOBS
participation or .employment, and such care is not available and
the State agency fails to provide such care; 3) employment would
result in a net loss of cash income; or 4) the individual meets
other grounds for good cause determined by the State. Examples
of State-defined good cause include illness, breakdown in child
care arrangement, emergency family crisis, inclement weather, to
name a few.

Even if a person is non-exempt, it does not mean that they will
be required to participate in JOBS. The JOBS participation rates
for the overall non-exempt caseload began at 7 percent in FY 1990
and rise to 20 percent in FY 1995. Since over half the caseload
is exempt, this means that in FY 1995, fewer than 10 percent of
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adult AFDC recipients can be required to participate in JOBS each
month.

DISCUSSION :

A fundamental design issue of any time~linmited AFDC proposal is
whather these exemptions {(or others) will be applied. As Ellwood
{1992, p.19%) notes, "A program that reguires work from 10% of the
caseload which has been on welfare for more than two years is
very different from one which regquires work from 80%.% He
estimates that of the current 5 million cases, at least 3 million
have been on welfare for more than 2 yvears. Thus, if the
participation reguirement were 10 percent, just 300,000 jobs
would be required, whereas if it weare 80 percent, 2.4 millien
jobs would be reguired.

While there are a number of reasons for exempting some people,
either permanently or temporarily, these determinations are not
an sasy task. Ellwood (1992, p.20) observes: "The more
difficult issues involve who should and should not be expected to
work. What sort of exclusion should there be for women with
young children? What about people already working part time?
What about people who live more than 1 hour from the job site?
What sorts of rules will apply in the case of illness or
disability? How are short-term disabilities handled? And .
toughest of all, what about people in families that have trouble
functioning and coping with day to day existence in their often
exceptionally complex and crisis laden worlds? Are they to have
additional burdens placed on them?" He continues (p.21): *It is
not hard to determine the impact of relatively objective
exemptions like the age of youngest child. But no one has a
clear idea of how many people are in a poor position to work
because of their physical, social, or mental status. Making
rules toeo flexible will lead to easy posgibilities for gaming the
system. Making them too strict could significantly increase
homelessness and stress for people living right at the margin,
Indeed both ocutcomes are likely in any serious system.®™ In Poor
Support, he argues that these cases should be evaluated on &
case~-by-case basis and not allowed to shape the whole welfare
systen.

OPTIONE

Proposal: Several proposals would require all able-bodied
adults, including mothers with young children, to work once they
exhaust their time~limited welfare (see PRI, 19%2; Ellwood, 1588;
Kaus, 1882; and Vermont  , 1982}). The principal change to the
current JOBS exemptions would be to eliminate the exemption
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gtatus for mothers with c¢hbildren under age 3 {or under age 1, at
$tate option). Generally, those currently exempt for other
reasons {e.g., under age 16, elderly, incapacitated} would
continue to be exempt, since they are not considered “adults® or
vable to work.® However, the exemption for thope with young
child affects the majority (__ percent) of currently exempt AFDC
" reciplents and would significantly increase the number ragquired
to work. ({These proposals would typically provide a short periocd
for maternity leave, e.y., Vermont would provide 16 weeks, but
even mothers with children under age one could be reguired to
work. )

piscussion: Proponents of requiring all {or nearly all} AFDC
recipients to work after some period point out that  percent
of single mothers are employed;  percent are employed full-
time. Even among mothers with preschool children, these
percentages are high (__ percent and __ percent, respectively).

Some proponents of this approsch, such as Kaus (18%%2, p.130),
argue that applying the work reguirement broadly would have a
larger impact on behavior and welfare dependency: "The way to
make the true costs of bearing a child ocut of wedlock clear is to
let them be felt when they are incurred--namely, at a child’s
birth., If would-be single mothers were faced with the prospect
of immediately supporting thewmselves, most would choose a
different and better course for their lives.® He further argues
(p. 254): ™Even if the chjective is helping those individuals
who have an illegitimate kid (rather than deterring them}
immediate work might be better. It would put mothers into the
world of bosses and paychecks without letting them grow
accustomed Lo dependency.”

Howaever, others argue that there are legitimate reasons for
sontinuing exemptions. First, exempting mothers may be important
for the well-being of children. Some concexrns have been raised
regarding potential negative effects on children from requiring a
parent to participate in welifare-to-work program or work itself.
However, there is little svidence on this subiect. According to
Garfinkel and MclLanahan (1986, p. 171): "There is very little
research to indicate that poor children of employed mothers are
less well off than poor children whose mothers stay at home. And
there is some evidence that the effects of employmentee
particularly the benefits of added income--are positive for
children as well as mothers., But even the best studies are
plagued with the problem that mothers who are employed may be
different in unmeasured ways (such as their child-rearing
abilities and coping skills generally) from those who are not
epployed. As a conseguence, it is possible that the children of
pooy single wonmen who are not in the labor force might be even
worse off if their mothers were gaployed. The best studies have
controlled for many differences among mothers, however,
suggesting that the evidence so far accumulated is worth careful



consideration.” The JOBS evaluation will measure the impact on
preschool children from the mandatory participation of their
parents in JOBS. It is also important to hear in mind that under
this proposal, all mothers will not be required €o leave the hone
until the time limit actually expires; thus, unless they have
additional children, they would not be reguired to leave their
child while it is still an infant., {(Critics could point out that
they may nevertheless be forced out of the home to prepare for
employment, since without such preparation, they may face more
gserious transition problems when work is required after the time
limit is reached.)

Research on programs serving mothers with young children suggest
that they can be effective. For example, in an evaluation of the
Arkansas WORK program, Friedlandey (1388, p.¥x} reports: Y"The
inclusion of women with children ages three to five in Arkansas
more than doubled the number of individoals who enrolled in the
program during the demonstration. Eampioyment rates wverge the sane
for this group as for women with older children. Program impacts
on earnings and welfare receipt were also similar. The total
effects of the program on the AFDL caseload were therefore more
than twice what they would have been if only the impacts on
regular WIN mandatorias were counted.® Similarly, in the San
Jose site of the MPSP demonstration, the largest net impacts were
for mothers with young children. According Gordon and Burghart
{18850, p.53): *"The program impact for women whose youngest child
was between age 0 and 2 at baseline is almogt 19 percentage
points, an increase of 56 percent over the control group base,
while the impact for women whose youngest child was between age 3
and 5 is only 7 percentage points (not statistically different
from zere), and the impact for women whose youngest child was
elder than age 6 is only 3 percentage points (again, not
gignificantly different from zero}."

Garfinkel and McLanahan (p. 186) suggest experimentation and a
gradual phase in for mothers with preschool children:

"Individual states and the nation will have more than encugh
challenge for the next few years to provide sufficient jobs at
the minimum wage for AFDC custodial parents with no preschocl-age
children. At the same time, since the issue is so important, the
federal government should support some state and local
experiments with work relief for poor mothers with preschoul-age
ehildren of various ages. To the extent that these efforts prove
to be beneficial for various subgroups, the stateg oy tha federal
government c¢an extend the program accordingly.”

S8ecend, regquiring all AFDC recipients who have sxhausted their
time-limited welfare to work in public sector dobs if unable to
find unsubsidized employment can initially be very expensive.
These costs arise not only due to the cost of providing a larger
number of community service jobs, but also because mothers with
preschoel children are more likaly to need child care services



and because the cost of such services may be more expensive,
e.g., infant care. Past research by MDRC suggests that child
care has often not been utilized to the extent predicted.
However, these evaluations have typically been of mothers with
school-age children. While short-term costs may increase, the
offer of intensive JOBS services for those on AFDC and a
guaranteed job for those who exceed the time limit is likely to
have a much larger effect if applied to virtually all AFDC
recipients, rather than just currently non-exempt recipients.

A third, and related, concern relates to service capacity. As
Sawhill (1992, p.4) observes: "“Many States are experiencing
substantial difficulty coordinating services for their Joss
clients, and some providers have reached their capacity for new
participants. If Congress enacts a time-limited welfare system
without any exemptions, these same States and providers would
have to coordinate and provide services to many times the number
of recipients they now serve inadequately under JOBS. This
would, neo doubt, lead to even greater problems than now,
threatening to grind the new system to a halt."

Issues: Should other, currently exempt, groups be subject to the
work requirement or participation in some other activity? For
example, Utah’s demonstration waives the exemption for
incapacity, but rather than requiring work, it requires
individuals to participate in rehabilitation or other services
necessary to prepare them for work. Would there be a family
leave period after the birth of a child and, if so, for how long?
Would "good cause" exemptions be allowed for those temporarily
unable to work?

Are those living in "“remote" areas exempt from the time limit?

If so, what happens if individuals who have exhausted their time-
limited welfare move to remote areas, where the time limit is not
in effect and community service jobs are not available? What if
somecone who lives in a remote area would, bhut for the remoteness
exemption, have exhausted their time limited welfare moves to an
area with a JOBS program? Does the time limit start at that
point?

Should teen parents in school continue to receive their
exemption, regardless ¢of the time limit? If forced to work, they
may be forced to drop out of school, which could disadvantage
their future employability.

Should the limitation for a maximum participation of 20 hours per
week for parents with children under 6 be revised to require
longer participation, or should the 20-hour maximum work
requirement be retained for this group? If public sector Jjobs
are guaranteed, should States be required to allow this group to
volunteer for greater participation (so as to increase family
income}? '
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Should extensions be provided to individuals who are finishing an
gducation or training component? Should there be a limit on this
extension, €.9., 1 year? Should it be restricted to those who
started an activity as soon as they went on welfare {or the
proposal iz implemented), since otherwise it could be gamed by
individuals who enroll in an educational/training activity
ghortly before exhausting their time-limited welfare just to
avoid the work reguirement?

Froposal: The time limit could be restricted to those who are
non~exenpt, beginning at the point they become non-exempt.

piscussion: Limiting the work reguirement to those who are non-
exenpt for JOBS would reduce the initial cost and implementation
hurdles; however, it would mean that AFDC recipients could
experience wmuch longer periocds on welfare before becoming subject
to some sort of participation regquirement. This means that an
AFDC mother who gives birth could remain exempt for 3 years and
then have another 2 years on walfare before her time limited
benefits are used up.

Issvas: What happens if a woman receiving welfare has another
child? Does she continue to remain exempt? Ellwood would allow
an initial exesption based on the age of the youngest child, but
would then deny the exemption for additional children. Should
the JOBS exemption status be changed, e.g., by lowering the age
of the youngest child exemption to 17 This would reduce
incentives for additiconal childbearing te avoid the work
regquirement (to the extent that such incentives are a factor).

When should the time limit start? When the person becomes non-
exempt, or immediately upon AFDC receipt, regardless of
exempt /non-exenpt status?

OTRER ISSUES

Should temporary exemptions be granted to those who cannot work
for reasons beyond their control, e.g., an illness? Should
mothers who have a baby be allowed a period for family leave?

" Vermont’s demonstration proposal would allow a lé-week period.
In addition, there may be legislation that makes family leave a
reguirement. for private sector employment {(though most such
proposals would wandate unpaid leave). 1If such exemptions are
granted to those who are reguired to work, should they also be
used to, in effect, "stop the clock® on the counting of the tige
limit for thoss receiving AFDC benefits?



COMMUNITY SERVICE JOBS

Placing a time limit on the receipt of AFDC and replacing
benefits with a community service jobs program is the fundamental
element of the welfara reform strategy enunciated in Putting
People Fivst. While the community service jobs couponent can be
structured in varying ways, supporters of such a program contend
that it would have a number of beneflts. FPirst, it could
increase overall ecconomic efficiency and growth by employing
these who would otherwise not be working. These gaing would
arise from reduced taxpayer costs for welfare, as well as the
provision of important public services. Further, participation
in a community service job could also increase the employability
of those participating in the program. The result could bhe
higher earnings and reduced childhood poverty, especially if
coupled with other nonwelfare antipoverty strategies. In
additieon, expecting welfare recipients to take responsibility for
their own lives and those of their children conveys a positive
message that society holds the same expectations for them as for
other citizens. An employed parent will provide a role model for
ehildren and will be more likely to provide children with the
financial support they need. Public opinion surveys also show
overwhelming support for requirements that make work a condition
for receiving welfare benefits and even welfare recipients who
have participated in work experience programs generally view thenm
as fair and rewarding. Finally, the work performed by welfare
recipients (or former welfare recipients) can help States and
communities provide important publlc services that would have
been left undone.

Opponents of replacing welfare with a guaranteed job argue that
creating these jobs would be administratively difficult and
extremely costly. In fact, they believe it will not be possible
to create the number of jobs needed, which some have estimated at
as high as 3 million. ({See Appendix A for a discussion of this
issue.} Moreover, they note that their is little evidence on the
efficacy ©f programs that reguire work in terms of increased
employment and earnings for welfare recipients and their cost~
effectiveness for government. In fact, since many welfare
reciplents face numercus barriers to employment, forcing them
into relatively low-paying employment, rather than providing then
the education and skills to enhance their long-term employment
prospects, could result in the redirection of public resources
away from cost-effective programs to programs that may not be,
i.e. work programs. The research on welfare~to-work programs,
and work prograns in particular, is very limited.) Finally,
eritics of & community service Jobs program argue that it could
actually reduce economic afficiency and growth by increasing
government costs and misallocating resources. In particular,
financing a community services jobs program may entail
substantial expenditures, which would have to be financed by
increased taxes or borrowing, which generate economic '
inefficiencies and reduce the resources for private sgector job



creation. In addition, there is the possibility that workers
placed through a community service jobs program will take 1jobs
away from thoss who otherwise vwould have been employed.

Those who argue against the community service jobs program
generally favor the status guo, though critics of this would be
gquick to point out that this would fail to substantially reform
welfare. Others who have proposed setting a time limit on
welfare have done so without creating a residual jobs program.
For example, the Weber proposal provided a 4-year time limit on
AFDC, after which those who were not employed could continue to
receive  Food Stanps and Medicaid, but not AFDC. ¥hile extending
the time limit from 2 to 4 vears would reduce the number who
exhaust their lifetime entitliement to AFDC and give individuals
more time to prepare for unsubsidized emplovment, it would
increase the economic hardship on thosge willing toe work, but
unable to find employment. As Sawhill (1992, p.11) observes,
*the potential for hardship without a residual jobs program may
still be seen as too great, even with a four-year time limit.®

A major design issue is whether welfare recipients will work off
their welfare benefits or whether they will lose welfare
altogether and instead be offered jobks which pay wages. The
vyork for welfare" option, or “workfare," is currently an
allowakble activity under JOBS {work experience}. The Ywork~
instead-of-welfare" option would replace welfare with a
governmant job, where participants earn wages; this option is
probably best characterized as public service emplovment (PSE),
component of the earlier CETA and WIN programs. While there are
a mumber of similarities between the approaches, there are alsgo
gignificant differences.

There are also a wide range of intermediate options. Some are
other JOBS components, such as work supplementation and on-the-
job-training (0JT), which represent subsidies for employment. In
adadition, there are a number of other options available for
encouraging private sector employment, such as targeted
enployment subsidies. If a community service johs program is
created for those who exhaust their time~limited AFDC benefits,
any one or more ¢of these programs could be used.

BORKFARE OPTIONS

Current Law: An optional component of the JOBS program is the
Community Work Experience Program (CWEP). ‘The purpose of CWEP is
to improve the employability of those unable to find employment
by providing them work experience and training. A CWEP
participant works for a State-designated employer as a condition
of continued AFDC receipt, CWEP placements must be limited to



proiects which serve a useful public purpose in fields such as
health, social service, environmental protection, education,
urban and rural development and redevelopment, welfare,
recreation, public facilities, public safety, and day care. CWEP
participants must not fill established, unfilled position
vacancies.

The maximum hours of reguired participation is calculated by
taking the monthly AFDC grant {less the portion reimbursed by
child support, except the $50 passthrough} and dividing by the
greater of the Federal or applicable State mininum wage. After a
person has been in a CWEP assignment f£or nine months, the maximum’
nunber of hours ¢an be no greater than the monthly AFDC grant
{less the portion reimbursed by child support, except the $50
passthrough) divided by the highest of the Federal minimum wage,
the applicable State minimum wage, or the rate of pay for
individuals employed in the same or similar oocupations by the
same employer at the same site. The State may not combine the
participant’s Food Stamp allotment with the AFDC grant in
determining the maximum hours of CWEP obligation for purposss of
participating in JOBS. CWEP participants are not considered to
“earn® wages and are not entitled to earnings disregards.
Furthermore, Federal matching is not available for: ecapital.
expenditures; the tost of making or acquiring materials or
eguipment; or the cost of supervising participants.

In addition to or instead of CWEP, a State may provide any other
work experience program approved by HHS. Under this component,
some States have constructed programs that avoid some of the
restrictions placed on CWEP, e.g., the determination of the hours
worked computation, which is derived based on the size of the
grant divided by the mininum wage.

Discussion: Proponents of the workfare approach cite five
advantages. Flrst, it limits the cost of the work reguirement.,
pecause recipients are not paid wages {but work off their grant);
therefare, the only costs are those of creating and administering
the work experience jobs, since there are no payments to
participants in addition to the AFDC grant {and necessary support
services). Second, since the jobs are linked to welfare,
recipients have strong incentives to find unsubsidized
employment. Sawhill {19%2, p.9} observes: "While the likelihood
that CWEP would be dead end jobs is high, that unattractive
feature may encourage recipient efforts to utilize training and
job placement efforts in order to aveid ending up in a CWEP., It
would alse make applying for welfare in the first place far less
attractive." Of course, there is also the added incentive that
comes from increasing family income through a job (especially if
other antipoverty strategies are enacted}, rather than relying on
welfare. Third, adjustments can be made to individual
circusmstances. For example, the work obligation for mothers with
young children could be limited to 20 bours per week (which is



gurrent law, except for teen parents, who can be required to
participate in educational activities on a full~time basis) and
those who axperience a hardship that precludes their '
participation could be granted a ¥good cause® exemption.
Similarly, if there are not enough community service jobs or if
child care is unavailable, individuals can be excused from the
ebligation to work. ¥Fourth, since work experience is an existing
JOBS component and many States have experience with it, it could
be phased in as gapacity and administrative expertise grow.
Fifth, past experience shows that work experience programs are
perceived as fair by participants and that employers view the
workers as being at least as productive as similar, non-welfare
smployvees (see Appendix B).

Cpponents of the workfare approach cite a numbar of
disadvantages. First, in States where AFDC grants are ralatiVely
low, the reguirement to work in a CWEP project could be minimal;
in some States it may be less than 10 hourg a week, where the
hours worked is constrained by the size of the grant divided by
the minimum wage (or prevaliling wage, after nine months). The
number of hours can be reduced still further if the family has
other income (e.qg., child support or earnings), which can mean
that the work requirement is short even in high benefit gtates.
Morecvar, fluctuations in such income can result in a fluctuating
work reguirement. These conditions can make it difficult to
develop meaningful jobs for both reciplients and employvers, as
wall as create administrative problems associated with monitering
Jobs with such swall obligations., One alternative to CWEP is a
State-degigned alternative work experience program, which gives
States the flexibility to set the hours of the work obligatien
regardless of the size of the grant. Under this option, States
could, for example, simply reguivre the same {or a mininum) amount
of work in all States. This, however, would create an insguity,
where those with low welfare grants would effectively be working
for a much lower "wage rate.” (In some low benefit States, full~
time work in exchange for AFDC could result in an effective wage
rate of less than $1 per hour.) Alternatively, States could add
the value of Food Stamps to the AFDC grant to determine the work
obligation, thereby creating a more meaningful work obligation
and one that is linked more closely to a recipient’s total public
assistance benefits,

second, if the traditional CWEP program is reguired, there are
equity problems. Ellweood (1992, pp.14-15}) notes: *[§itates with
low benefitse are rewarded with a much smaller work pregram to
administer, and recipients in low benefit states are partially
advantaged since they get more from food stamps (since food
stamps are reduced as welfare benefits rise} and less in AFDC
pavments and thus must work off a smaller portion of their total
government benefits." He alsc adds that if Food Stamps are
included, then new ineguities are created a% AFDC racipients are
required to work off their benefits, while non-AFDC Food Stamp
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recipients are not. (Although non-AFDC Food Stamp recipients may
be subject to participation in the Food Stamp Employment and
Training pregram, the participation requirement in the program is
guite low, just 10 percent of the nun-exempt caseload.}

Third, critics of CWEP argue that the CWEP jobs oreated would be
mnake-work and would not provide opportunities for participants te
move into xeal jobs. For example, Ellwood (1992, p.1§) claims
that CWEP "is an obligation which carries no discernable long
tern benefit to either the recipient or the government.®

However, the research in this area is extremely limited, with

- virtually no rigorcusly evaluated program testing the net impact
of CWEP program in isolation. Most MDRC programs tested CWEP as
part of a multi-component obligation, and not CWEP alone. (Some
less rigorous evaluations suggest that there may be positive
impacts on employment/earnings and welfare dependency (see Janzen
and Taylor, 1392; and Schiller, 198 ). 1In addition, additional
research suggests that it may alse be cost-effective {see MDRC
evaluation of West Virginia®s program).)

Fourth, Ellweod {1932, p.15) cautions, "Since CWEP jobs may not
really look or feel like real jobs, there ig a high likelihood
that the public will regard the program as something of a sham.
Regipients ayre still on welfare, though some are working
somewhat. Exemptions are likely to be legion., Stories will
abound about people not really working, ‘leaning on shovels’ and
Just putting in their time., This may be perceived as another
form of welfare fraud.® Because the ‘jobs are linked to the
receipt of welfare benefits and not wages, the experience is
unlikely to be perceived by recipients as a real job. Interviews
with recipients in CWEP programs {see MDRC, p. } indicate
that while the recipients believe the work obligation isg fair,
they alsc feel that employers are getting a better deal since
they "work for free.® In addition, unlike real Jjobs, if welfare
recipients fail to perform they can appeal and still get paid
{funlike a job} during the appeals process. Ellwood (1992, p.14)
speculates that "there will be a significant portion of the
caseload that learns to game the system to avoid the obligation.®
In short, Ellwood {1892, p.16} concludes: "What is being offered
is not an alternative to welfare, but an additional rule for
receiving it.®

Issues: Should other programs, such as Food Stamps, Medicaid,
and housing assistance be included in determining the hours of
work required? (The Bush Administration, as part of the "Welfars
Employment and Flexibility Amendments of 1992,% had proposed
allowing States to determine the maximum "workfare" obligations
by aggregating the value of AFDC, Food Stamp, housing asgistance,
and Medicaid benefits, up to a maximum of 40 hours per week.)} If
s, should non~AFDC recipients of these other programs also be
reguired to work, so as not to create inegquities between AFOC and
non-AFDC recipients?



Should the Federal government impose a minimum hourly
participation raguirement €0 make the work program meaningful?
Should it also have a maximun? Under current law, the maxismum is
20 hours per week for non-exempt mothers with children under 6
and 40 hours per week for other snon-exempt individuals.

Should "payment after performance" be considered an option for
all AFDC recipients? Currently, payment after performance is an
AFDC-UP option, but it is limited; aid can ke denied, but if the
recipiant appeals the sanction within 10 days, he can receive
"aid paid pending® (a Goldbera v, Kelly issue)., Thus, while
intended to simulate the real world, the current restrictions in
the VP payment after performance provision are weakened by
regulatory constraints. (The Bush Administration, as part of the
"Welfare Employment and Flexibility Amendments-of 1992, had
proposed allewing States b distribute AFDU benefits after work
and training assignments had been completed.} Should the payment
for performance provisions be strengthened to more closely
paraliel the job superience?

CWEP participants are currently not considered to "earn" wages,
as are participants in other JOBS components, e.g., work
supplementation and OJT. Should this provision be changed,
enabling particlpanta to qualzfy for the EITC, (While receiving
the EITC may increase family income, this would be offset
somewhat by increased FICA taxes. Moreover, if the payments are
considered wages, and the family has other income through the
year, its AFDC benefiis would also ke potentially subject to
Federal inconme taxes, since they would no longer be considered a
welfaye payment, but earned income.) .

PUBLIC SECTOR JOBS

current Law: Public service esmployment (PSE} is defined in the

. JOBS regulations (Federal Register, October 13, 1989, p. 42254)
as "fully~subsidized employment in a public agency." There is
gcurrently no provision within AFDC/JOBS for public service
anployment, because subsidizing an employer at a rate of 100
percent was not viewved as an effective use of limited resourcas
and because of the concern that “"routine costs of State and local
governments would be 1napprcpriat&ly ahzfta& to tha Federal
government under such a program.® - R ster, Ogtober 13,
1988, p.42183) In fact, it was spaazfxcally prohiblte& in the
Family sSupport Act. However, PSE was a najor component of a

number of the earlier Department of Labor employment and trainzng
prograns, most notably CETA, as well asg the wWork Incentive (WIN)
program, the primary welfare-to-workX program prior to JOBS.

pDiscussion: Proponents of previding public service employment



argue that the principal advantage of this approach is that
individuals would have real johs and are not just working off
their welfare grants. The jobs would have a set work schedule
and the person wouid receive a payoheck, rather than a2 welfare
check, and failuvre to perform would result in a4 reduction in
wages. In fact, in some low benefit States, families would be
able to increase thelr standard of living by taking full-time
Yobs that pay more than AFDC {and possibly even more than AFDC
plus other assistance program benefits, such as Food Stamps).
These jobs would be even more attractive if other antipoverty
gtrategies are enacted, e.g., an expanded EITC and universal

C Access to health care. Second, the jobs would not be governed by
21l the rules associated with a (WEP requirement, where the
hourly work reguirement can vary depending on the size of the
grant and whether the amount should be divided by the minimum or
prevailing wage. Ellwood also argues that issues associated with
other programs are straightforward: “"Rarnings from the last
resort jobs are treated the same as earnings from any dob when
calculating eligibility and benefits for other programs.¥

However, opponents of a public jobs program make a number of
counterarguments, First, it can be very costly. For example,
reéplacing AFDC with a publice jobs program that pays nminimun wage
» for full-time work would be much more costly than simply payving
the AFDC grant in most States. Second, creating jobs for all
those who have exhausted their time-limited welfars may reguire
the creation of as many as three million public jobs. This would
be a difficult undertaking, especially if the jobs are to enhance
the work experience and skills of psrticipants, while also
providing a useful public service. Sawhill {1982, p.8) points
out that relying solely on such jobs "ean produce boondoggles or
make-work projects where the value of the work performed is
marginal. She also adds that "it relegates the disadvantaged to
special job ghettos, whers they.have little chance to move into
the vast number of unsubsidized positions in the private sgector
that help them escape from poverty." Critics alsc note that
these jobs could create other problems, if they displace current
workers from existing positions (or even result in the
unemployment of individuals who otherwise would have had those
jobs}. In addition, potential displacement of public sector ‘jobs
may generate opposition by labor unions and government workers.
Finally, State and local governments may be reluctant te provide
a large number of jobs because of the inherent difficulties in
running a program for welfare recipients., 1In particular, the
potential for high turnover means that many of those placed in
positions do not become very proficient in their jobs and
sponsoring governments might not be willing to invest much
training in thenm.

However, supporters of public sector jobs could respond that the
intent of the jobs is not like past CETA program, which was to
fight unemployment, but to change the nature of welfare. They



also point out that to some extent, these costs would be offset
by reduced welfare payments, especially in the long-run, if
incentives for work and delaving childbearing are increaged.
Finally, States have in the past decade had €& cut back on useful
public services and the community service jobs created could help
restore sope of these,

Issuess Should PSE be reconsidered as a JOBS component or would
community service jobs be created through some other mechanism?

While initia) eligibility for community service jobs would be
based on the .expiration of the time limit for welfare, issues
related to determining on-going eligibility and eligiblility for
those who would otherwise return to welfare must be resolved,

For example, will income or assets tests be applied? If not,
some community service jobs may provide employment for those who
would otherwise not reguire cash assistance {(thereby increasing
the cost of the program} and/or reduce the number of community
service jobs available to those who would otherwise be on welfare
{if there is a fixed budget for the program). However,
continuing to apply the AFDC rules to those who are in community
service jobs could be administratively cumbersome and costly.
(Kaus (1992) suggests making the jobs available to anyone who
wants one.  This would reduce the stigma associated with being
linked to a welfare program; however, the cost of expanding the
program to single individuals and childless couples could be
significant. In contrast, President Carter‘s welfare reform
propesal, the Program for Better Jobs and Income, would have made
jok search services avallable to both those on cash assistance as
well as those who did not receive such assistance, e.g., single
adults and chijdless couples, but since the only access to the
program would have been through the cash assistance intake
office, the job search services would have been income and asset
tested for such adults.}

Would families be allowed to c¢ontinue to receive welfare if
gtherwise eligible, or would all assistance end? If welfare
eligibility is continued, would the family be eligible for the
current earnings disregards? If the earnings disregards are
available, should they be for both unsubsidized employment and
community services jobs, or only (or more genercus to} the former
(to increase incentives for unsubsidized esaployment)?

Would more than one individual per family be allowed to
participate in the progranm?

CTHER OPTIONS

There are a number of ways incentives for private sector
employment could be increased. Sawhill (199%2, p,10} describes
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this option as follows: "Frivate employers could be offered deep
subsidies initially -- perhaps 100 percent in the first year of
employment and 50 percent in the second -~ conditioned on their
willingness to provide training or extra supervision for former
welfare recipients. Large emplovers could be encouraged to make
& commitment to hire and train disadvantaged pecple ag part of
their social responsibility to the larger community. Continued
employer eligibility for the subsidies could be conditioned on
evidence that the program is not being abused {as a gource of
cheap labor) and that a reasocnable proportion of subsidized hires
{perhaps 50 percent} was making the transition to unsubsgidized
employment in the same firm at the end of two years.®

One reason for considering these options is that over 80 percent
of the jobs in the economy are in the private sector. Moreover,
placement in the private sector may provide participants with the
training and work experience necessary for long-tarm unsubsidized
amployment. Finally, the cost per placement is typically much
iower than with public sector jobs, since only a portion of
parnings are subsidized andjfor only for a limited pericd of time.

However, Sawhill als¢c notes that there are likely to be problems
with this approach, such as low take-up rates by emplovers and
.the fact that some employees mpay never transition to unsubsidized
employment. Therefore, these options are more likely to be
viewed as complements to a community service jobs progran, rather
than as a substitute. Several options currently available are
discussed below.

Current Law: VWork supplementation is one of four "optional
coaponents® for State JOBS prograus. In work supplementation,
the AFDC grant {i.e., IV-A funds} is used to subsidize jobs for
participants. A State may use JOBS {i.e., IV~F} funds to
supplement the wage pool. States have substantial flexibility in
deternining eligibilitcy and whether participants have employee
status during the first 13 weeks of placement {Yemplovee status"
confers the benefits avallable to regular employees of that
employer). If the wages from a subsidized job make a family
ineligible for AFDC, they remain eligible for Medicaid throughout
the period of the placement (which is diffarent fyrom OJT, where
participants who lose AFPDC eligibility are not automatically
eligible for Medicaid) and can also receive child care.

Jobs created through work supplementation are provided by the
State or local agency, or by any other emplover in which all or
part of the wages are paid by the State or local agency. The
State may determine the length of the subsidy, amount of wages to
be pald to the participant, amount of subsidy, and conditions of
participation. However, no participant may be aszsigned to fill
any established, unfilled position. Wages pald under a work
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supplementation program are considered earned income for tax
purposes, which means that they are subject to income tax and
FICA withhelding, and can gualify the participant for the BITC.

The entire grant may diverted to subsidize employment ¢r the
participant may remain eligible for & residual grant. A State
may adjust the levels of the standard of need, and may vary the
standard of need for categories of recipients or areas of the
State when appropriate for carrying out a work supplesentation
program. A State may also reduce or eliminate the amount of
earned income to be disregarded, and may provide the $30 and one~
third earned income disregard for the first nine months of work
supplementation placement, even though the full disregard
normally expires after four months. The maximum Federal payment
to a State for making payments to individuals and employers under
work supplementation may not exceed the amount which would
otherwise be payable if the family of the participant had
receivéed the maximum AFDC grant payable to a family that size
with no incops. Federal pavments are availahle for the lesser of
nine months or the number of months the participant was actually
employed in the program.

Issues: In States with relatively low AFDC benefits, work
supplementation is likely to be much less effective in generating
emplioyment opportunities, since the amount diverted to employers
is constrained by the size of the maximum grant for a family of a
given size. (This problem would be minimized somewhat if other
programs, such as Food Stamps were included in the proposal,
i.e., if the fsatures of the work supplementation progranm . were
extended to these programs as well. This option has hasen
proposed by Representative Weber.)

Should the nine-month time limit on Federal payments through this
program be removed, so that if AFDC benefits are elininated or
curtailed, the “guaranteesd 3obh" component would not end?

On-the-Job Training

Current Law: On-the-job training (OJT) is another of the
optional JOBS components. In OJT, the State reimburges an
employer a portion of the wages paid to a participant during a
training period, States have considerable discretion in
determining how much an employer is paid and for how long. In
0JT, a participant is hired by a private or public employver and
while engaged in productive work, receives training that provides
knowledge or skills essential to full and adequate dob
performance. The OJT contract reinburses the extraocrdinary costs
incurred by the employer in providing training and additional
supervision. In this regard, it is different than the work
supplementation program. Payments to an employer may not exceed
the average of 50 percent of the wages paid by the employer to
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the participant during the training period.

An OJT participant must be compensated by the emplover at the
sape rates, including benefits and periodic increases, as
similayrly situated employees or trainees, but at least at the
higher of the Federal or applicable State or local sminimum wage.
OJT wages constitute earned income; Medicaid eligibility lasts
only as the long as the recipient receives AFDC, though the OJT
placement itself can continue even if the family does not receive
AFDC.

Both GJT and work supplementation use a pool of funds to
subsidize initial employment, but work supplerentation cannot be
used to £ill any established unfilled pesition, while OJT can be
used for that purpose. In addition, a number of specialized
budgeting rules applicable to work supplementation do not apply
to O37T.

Issues: OJT is intended to reimburse employvers for the
textraoydinary costsY of providing training and is not intended
to be an on-going employmeni subsidy. If QJIT is to be a
mechanisk for providing guaranteed jobs, its nission would have
to be redefined.

Should OJT provisions be revised to allow for the payment of more
than 50 percent of an smployee’s wages? This may be appropriate
in cases where recipients are highly disadvantaged and the
extraordinary costs of training exceed 50 percent of the wage
pill.

Current Law: As part of JOBS, New York and Connecticut have
sentracted with America Works. The firm places AFDC recipients
in private sector +dobks that have "degent® wages and benefits.
They receive $5,000 for every pearson they place. ‘They do not
collect the fee unless the jndividual remains employed after

The Progressive Policy Institute (19982, p.230) has
recommended:

Piscussion: “The new administration should expand efforts by
nonprofit organizations and even private businesses to place
welfare recipients in private jobs.... An alternative to
expanding public education and training programs is to let
private entities~-private and for-profit-~bid for the chance to
place welifare recipients in private jobs and keep part of the
money a state saves when soneone leaves the rollis.®

Supporters argue that the approach is likely to have a higher
payoff than existing JOBS employment and training activities.
They cite the success of America Works, which provides intensive,
perscnalized support for welfare mothers after they take a job.
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They contend that the suctess rate is high because of the profit
incentive for the private firms to make sure welfare recipients
stay in their jobs.

Critics contend that the program has not been soundly evaluated
and that America Works creams. Even though they serve a
disadvantaged population, some contend that the most motivated
and most job-ready among this group are selected. $ince there is
noe selid evidence on its cost-effectiveness, and placement fees
are s¢ high, the cost of implementing the proposal could be
substantial. They also note that this program could not be the
only program, since there are some who do not get jobs and some
sort of provision would have to be npade for them.

Iasues: Should payments for placements be adiusted for thes
characteristics and barriers facing given clients, i.e., paying a
iarger amount for those least job-ready.
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current Law: Unti)l recently, the Targeted Jobs Tax Credit
{TJTC), originally authorized by the Revenuse Act of 1978,
provided an incentive for hiring specific, targeted groups. {(The
TITC expired in June 1992, but may be reauthorized.) There are
nine targeted groups: 1) vocational rehabilitation referrals; 2)
economically disadvantaged youth aged 18 through 22; 3}
econonmically disadvantaged Vietnam-era veterans; 4) 8852
recipients; 5} general assistance recipilents; ¢) econoumically

+ disadvantaged cooperative education students aged 16 through 19;
7} economically disadvantaged former coenviets; B) AFDC
recipients; and 9) eccnomically disadvantaged summer youth
employees aged 16 or 17. Individuals are considered economically
disadvantaged if their family income during the previous S-month
periogd was 70 percent or less of the Bureau ¢f Labor Statistics
lower living standard income level. Target group membership must
be certified,

The credit generally is egual te 40 percent of the first $6,000
of gualified first~year wages paid to a member of a targeted
group. Thus, the maximum credit is $2,400 per individual (except
for economically disadvantaged summer youth emplioyees, who can
recelive 40 percent up to $3,000 of wages, for a maximum credit of
$1,200)., The credit is only available if the individual is
emploved for at least 90 days or has completed 120 hours of work
for the employer (14 days or 20 hours in the case of sconomically
disadvantaged summer youth employeses). Since the subsidy is in
the form of a tax credit, only firms with positive tax
liabilities can take advantage of it.

The House Ways and Means Committee "Green Book® indicates that
pver 445,000 employees gualified for the TITC, but acknowledges
that the '"net increase in U.S5., employment is probably less than
this amount because some of these saployees might have been hired
without the credit, and some noncredit employees might have been
displaced by the targeted jobs c¢redit program.® Of the 445,000
certifications, 99,127 {or 22 percent) represented AFDC
recipients.

TITC has remained relatively small, despite being an open-ended
entitlement program. Bishop {(19290) has identified four reasons
for the low participation rate by employers: 1) lack of
knowledge of the program; 2) administrative costs of
participation; 3} perceived lower productivity of TITC eligibles;
and 4} lack of incentive for local managers.

Research findings: Programs using tax credits to encourage

private sector hiring of specific groups of people have been in
existence since the 1960s. For a hiring subsidy program to be
successful, employers who take advantage of the program should



14

hire more eligible workers than they would have hired without the
program. Research on these programs, as well as related
demonstration projects that have included cash payments in
addition to tax credits, have not found them to be too
successful. The research gives several potential reasons for the
limited success of these programs: the stigma of hiring an
economically disadvantaged person perceived as having low skills
and little work ethic, the perception that the extra work and
costs of the program are not worth the benefits, and lack of
knowledge about the program.

studies of past apd current preograms indicate that they are
underutilized and ineffective in raising the employment of target
group members. Of all individuals hired under the WIN Employment
Tax Credit Program, never gore than 20 percent who were known to
have entered employment during the year were claimed by the firms
as tax credits. The results for the TITC are even lower.
Feonomically disadvantaged youth aged 18~24, who make up over %0
percent of the individuals served in the program, had even lower
rates; in FY 1980, between 2.3 and 4.8 percent of all eligible
youth hired were claimed as credits.

One research study on these types of programs involved an
experimental design which measured the level of hiring for
individuals with a voucher that could be converted to cash,
individuals with a voucher that could be used as a tax credit,
and individuals with no wvoucher at all. The credit and the
subsidy were of egual value, but the credit was not refundable.
The result of the study were that 13 percent of the tax credit
group, 12.7 percent of the cash rebate group, and 20.6 parcent of
the control group found jebs. These results imply that employers
view individuals with a voucher identifying them as economically
disadvantaged individuals to be less desirable job candidates
(Burtless, 1985}.

Another study, however, found that although employers do believe
that individuals with disadvantaged backgrounds will be poor
workers, those employers who unknowingly hired TITC eligible
workers and were later asked to compare their quality of work to -
other employees stated that the TITC eligible were just as
productive and sometines even more so.

Employers are alse less likely to participate in the program if
they perceive the costs to be too high. 7To participate, they
must learn about the program {including complicated eligibility
rules), sstablish a relationship with the administering agency,
and apply for certification of those new hires they belleve to be
eligible. One study found that government outyreach can increase
utilization of the program. Firms who were personally contacted
by an government representative were 63 percent more likely to
participate than firms who first heard about the progran from
other sources (Bishop and Montgomery, 1986).
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Because of perceptions and costs related to the program, most of
the participation in the program is passive. Managers of firms
in industries that are heavy users of the TIIC were intervieved.
The majority stated that screening of employees for eligibility
cocurs after they are hired. Therefore, rather than recruiting
individuals who are members of a target group in order to clain
the tax credit, firms get the windfall for employees they would
have hired anyway.

Isaves: Before adopting a program iike the TITC as a means of
employing AFDC reciplents, there are several issues to consider.
Should the program be targeted or should employers be able to
claim a credit for any new employee they hire? Is there a wvay
to prevent employers from suing the credit for employees they
would have hired anyway? Should the program give tax credits to
firmg or should it offer cash rebates? BShould vouchers be used
or should it be up to the firm to certify the person as eligible?

At least one past program was not directed at target groups of
individuals. The New Jobs Tax Credit was used as a counter-
cyclical program t¢ help speed up the recovery that was under way
in 1977. To qualify, a firm had to experience growth of two
percent. They could use the credit £or any employee and for any
type of job. There are several advantages to & broader type of
program. First, the stigms problem will no longer exist.
Second, firms prefer the less targeted programs, and would be
more likely to participate. A drawback to a broader program is
that one could not guarantee that the most disadvantaged
individuals would be hired., However, depending on the extent of
the increased number of individuals hired, target groups may
actually be better off with a broader program given the low
utilization of the targeted programs.

Another problem with the targeted tax credit programs is that
firms often receive subsidies for perscns they would have hired
anyway. This problem can be partially remedied by paying
subsidies only for increments to some set level of employment
such as 102% of employment the year before. This strategy,
however can lead to churning -~ firms will hire one vear and cut
back the second yegar so they can qualify for the credit in the
third year. One method of reducing the churning effect is to
subgidize eunployees for a longer time Or to reduce the subsidy in
tandem with the increase in productivity of the worker. However,
it may still provide windfalls to firams that would have expanded
gmployment anyway.

The experimental study discussed above also locked at employer
preference for tax credits or cash. Emplovers who hired
individuals with cash rebate vouchers were more likely to reguest
the rebates than those who hired individuals with the tax credit
vouchers, but they were no more likely to hire the subsidized
worker. This finding gives some evidence that employers prefer
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cagh to tax credits (Burtless 1985, For the government,
however, tax credits are easier to administer. To disburse cash
rebates, an additiconal administrative apparatus would have to be
established, adding to the cost of the program. The issue of
making the tax credit refundable is also important. Although
this would add to costs, firms with no tax liability would be
able to participate.

The prog and cons of vouchers versusg firms taking the
responsibility for certification are discussed above. Vouchers
should make the work easier for the f£irm, however, they often
lead to stigma against the individual. If the firo must take the
responsibility for certification, they often wait until after an
employee has been hired and then determine if he or she is a
target group pember. In either case, firms are not using the
program to its fullest potential, and individuvals who could
benefit from the program are not bkeing served. A non-targeted
program might increase the numbeyr o»f target group individual
served, however, the cost of the program would be much greater.

Wage . idies
Current Law: No provision; currently being tested in Canada.

Discussion: The goals of a wage subsidy are to: 1) raise the
wages {(and incomes) of low-wage employees; and 2) induce the
employrent of those not working. IU would pay a8 worker a
fraction of the gap between his wage and a target wage. For
example, it may pay 50 percent of the gap between the worker’s
wage and §7, the target wage. The lower the wage, the larger the
subsidy. A worker being paid $4 an hour would receive a subsidy
of $1.50, raising his total compensation to $5.50 an hour. If he
then gets a raise to $5 an hour, his subsidy drops to $1 and his
total compensation rises to $6. B wage subsidy can raise the
reward for work irrespective of the workeris initial level of
effort. For those with wages low enough to qualify for a
subsidy, the f{iftieth hour of work per week is as generously
subgsidized as the first.

There are geveral drawbacks to wage subsidies. The information
requirements make it more difficult te administer than an
earnings subsidy, since information on both the wage and hours of
work are reguired. (Note: for most workers, this information is
availabkle on a quarterly basis through Unemployment Insurance
records.} An earnings subsidy can be computed simply by knowing
the level of earnings, a number which is already available for
tax purpeses. In addition, as was the case with the EITC, there
is no guarantee that work effort will be increased. A wage
subsidy will make work effort more attractive for those not
working. But for someone already working, the subsidy will raise
income and thereby nake work less necessary, although it does
raise the return to each hour of work. As the worker’s wage
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riges towards the target wage, the subsidy is reduced, which has
the effect uvf raising the marginal tax rate, {Note: & worker
faces an increase in his marginal tax rate when his wage
increases, not when he works more hours.} Several researchers
{Rea, 1974; Bishop, 1982) have soncluded that, at least under
some wage subsidy proposals, work and earnings reductions would
slightly outweigh work and earnings increases. Finally, wage
subsidies may provide employers with incentives to pay less,
since they krnow the wage subsidy will offset part (or all} of the
reduced wage.

Issues: How large should the wage subsidy be? What
administrative apparatus would be used?

WAGES V8. SANOTIONS

A key decision in a public sector jobs program is the wage that
is to be paid participants, while in a CWEP program, it is the
size of the sanction that is to be applisd. For some progranms,
such as work supplementation and OJT, there are features of bath
that ¢an be applied, e.y., fallure to work at a jod means the
participant loses wages, but is able to retain AFDC, though at a
reduced amount {(the sanction). Tables 1 - 3 illustrate how
various options cospare to gurrent law AFDC/Food Stamp benefits
for a family of three in three States: a high AFDC benefit State
{(vermont); the median State; and 3 low AFDC benefit State.
Combined mornthly AFDC/Food Stamp benefits in these States, as vf
January 1992, were 5858, 5649, 5441 respectively,

¥age Rate Options
There are three principal options.

o Conmunity service jobs could pay the prevailing wage, i.e,
the rate of pay for individuals employed in the same or
similar occupations by the same employer at the same pite.
Paying above~pinimum wage ratss on community service jobs
could increase work incentives and reduce poverty among
fanmilies with children. Such wages would also reduce other
public coests, such as Food Stamp payments. However, if
wages on community service jobs are higher than those
typically available to welfare recipients in the gcommunity,
the program could actually exacerbate walfare dependency for
some, by encouraging them to remain on welfare to qualify
for these jobs and could even induce some people to go on
welfare., In addition, it may create disincentives for those
in such jobs to find unsubsidized employment. Paying
prevailing wages could also significantly increase the cost
of the proposal. Conversely, given a fixed budget, a
prevalling wage rate would reduce the number of community
gervice jobs that could be created.
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$ince the "prevailing wage" is likely to vary from job-to-
job, what criteria would be used to place individuals in
these jobs? Would such criteria be percelved as fair?

el Community service jobs could pay the minimum wage. ‘Thisg
would ensure that those whoe work are compensated at a level
‘society considers acceptable, but since the wage would bhe
the minimum wage, it would maintain incentives for workers
to £ind unsubsidized employment paying above the minimum
wage {or even minimum wage employment, where there are
oppartunities for future advancement). (This argument is
based on the assumption that universal health care coverage
will be enacted and child care is avallable and affordable;
ptherwize, loss of transiticnal Medicaid and child care
benefits could discourage families from leaving welfare
through work.) Garfinkel and Mclanahan {1586, p. 188} note
that "paying only the minimum wage will minimize the number
of workers who will leave private employment for a work-
relief job, create & slight incentive and a clear social
message that private employment or ¢ivil service public
employnent is preferable to work relief employment, and thus
help to make the cost of the program politically
acceptable." However, the cost of providing a job, even at
the aininum wage, can exceed the cost of providing welfare
benefits for a family, particularly in States with low AFDC
benefits and/or for small family units. In addition, those
placed in community services jiobs may feel resentful if they
are paid less than the prevaliling rate paid to other
anployees, while fraditional workers may view the lover
wages paid to community services workers as a threat o
their job security.

Should the higher of the Federal or applicable State minimum
wage be used, as under the current JOBS program for
determining CWEP heours, or should the Federal minimum wage
be used to achieve national uniformity?

o Community service jobs could pay slightly less than the
minimusm wage. Proponents of paying slightly less than
minimum wage, contend that this would increase incentives
for unsubsidized employment, since virtually all such
employment would pay a higher wage. It would also reduce
the cost of a community service jobs program. Opponents
argue that paying less than the minimum wage could be
stigmatizing and makes it more difficult to support a
family. However, expansions in other programs, such as the
FITC and universal health care coverags, c¢an alleviate this
concern. It may also create resentment apong the community
services workers and exacerbate job securiiy fears among
traditional workers.

Issues: Should individuals participating in these programs be
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given their earnings only after performing their required work
obligation, i.e, should the “payment after performance”
provision, currently an AFDC-UP option, be adopted for the work
program?

should individuals who fail to participate in the community
sexvice jobs program be mllowed to terminate noncompliance
immediately by participating? Would those who repeatedly drop
out of the program be allowed to do the sama? Under current APDC
gsanction policy, thosz who receive a second sanction receive
reduced benefits for at least 3 months, and those sanctioned for
a third cor subsequent time receive reduced henefits for a minimum
of & mwonths. Should these minimum periods be adopted for those
receiving wages. Proponents of a nminimum time period for those
who repeatedly drop out could argue that ¢reating employment
opportunities is costly and scarce resources should not be used
for those who do not take the work reguirement seriously.
Moreover, such individuals would typically not £ind employment
immediately on demand if seeking unsubsidized employnent,
However, not allowing individuals who have previously failed to
conply to begin participating immediately would reduce family
income and the immediate well-being of children. (The issue of
the time period would probably be best determined in conijunction
with the size of the penalty; with & modest sanction, the minimum
time periods could be continued, as under ¢urrent policy,
whereas, with a harsher systenm of penalties for noncompliance,
consideration could be given 1o shortefning or eliminating the
time pericds altogether.)

Current Law: In the JOBS program, a non-~exempt person can be
sanctioned if she, without good cause, falls to participate in
JOBS, refuses to accept employment, terminates earnings, or
reduces earnings. If an individual is sancticned, she is removed
from the AFDC grant, and the grant €0 remaining family menbers is
lower. 1In an AFRC-UP family, both parents will be sanctioned
uniess the second parent is participating in the program. The
size of the sanction varies from State to State {e.qg., it is $1pn6
in Vermont, but only $26 in Alabamal. If an individual who is
sanctioned is the parent or caretaker, payments for the family
will be made as protective payments, i.e., to a third party for
the needs of the non~sanctioned assistance unit membere, unless
the State is unable to locate an appropriate payee after making
reasonable efforts. In addition, with a JOBS sanction, the
sanctioned individual loses AFDC-linked eligibility for Medicaid
(though eligibility may be established under some other
criterial. The first sanction lasts until faillure Lo comply
ceases. The secound sanction lasts the longer of 3 months, or
until fajlure to comply ceases. The third and any subsequent
sanction lasts the longer of & months, or until the fallure to
conply ceases.
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An individual pay not be sanctioned if she has "good cause,®
which must include: the absence of neaded ¢hild care; that a job
would regquire & parent to work more than 20 hours a week; or that
a job would cause the fanmily to suffer a net loss of cash income.
States can also define other circumstances that constitute good
cause, such as iliness or incapacity, inclement weather, and
breakdown of transportation, to name but a few of the criteria
used by States.

options: There are many options for imposing sanctions, some of
which are described below. .

° Retain current law. Under current law, the needs of the
individual are removed and she may lose Medicaid eligibility
as well. 'Those in favor of Keeping the current sanction
contend that it can send the appropriate message to
recipients, without impesing an unduly harsh penalty on the
family, especially the children. Moreover, States have
experience with the current sanction system. Critics of
retaining current law would argue that the size of the
sancetion lg relatively small, especially when increases in
othexr needs~based programs are included (g.9., Food Stamps
and housing assistance) and may not change behavior.

Te End AFPDC benefits for the entire family. This would
represent a true time-limited program. Advocates of this
approach argue that it sends the clearest signal that AFDC
is intended to be transitional and that while receiving
assistance, individuvals must seek or prepare for employment.
Moreover, they could still retain other assistance benefits,
such as Food Stamps and possibly Medicaid. Critics contend
that the penalty would be too harsh and that children would
suffer because of the actions of their parents.

o Reduce AFDC benefits by a specified amount, e.q., 30 to 40
percent. This would ke harsher than the current sanction,
but not as harsh as complete denial of aid.

Insues: Will individuals who have good cause for not
participating be allowed to receive AFDC benefits, even if they
have exhausted theliy time limited assistance? Proponents of
centinuing good cause exemptions could argue that this would
protect families if they are unable to participate due to factors
beyond their control. Opponents of such a provision could argue
that the intent of the time limit is to simulate the real world,
where individuals who do not work do not get paid. (However, in
the real world, these game individuals may be able to fall back
on AFDC and other welfare programs.) If good cause is parmitted,
should Federal c¢riteria be developed? Otherwise, the good cause
provisions could be abused to exempt too many individuals or,

* conversely, not excuse all those with legitimate reasons for not
participating.
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should the current minimum time periods for the second and
subsequent sanctions be retained? This issue is probably best
resclved in conjunction with the determination on the size of the
sanction.

Will Medicaid eligibility for other programs, e.qg, Food Stamps,
housing assistance, and Medicaid also be terminated or reduced
for those who fail to comply. Currently, the JOBS sanction
results in yemoving the person’s needs from the grant, which also
means the person isn’'t eligible for Medicaid through the
categorical link to AFDC (though the person may be eligible
otherwisel. While AFDC recipients are generally exempt from
participation in the Food Stamp Employment and Training (E4T)
program, Food Stamp reciplents are subiject to sanctions if
reguired to participate in that prograwm and they fail to do se.
Proponents of incliuding other program benefits in the sanction
note that AFDC is just part of the total public assistance
package, and in some States, just a small part of that package.
They argue that limiting the sanction to -just AFDC would not
create 3 meaningful incentive to find unsubsidized employment or
participate in a community service job. Opponents argus that
larger sanctions could jeopardize the well-being of children.

an alternative option, which was part of President Carter’s
Program for Better Jobs and Income, would be to provide a
different bkasic benefif, depending on whether the family unit
includes an adult expected to work full-time, partetime, or not
expected to work. One possible break-out would be to include one
parent in a two-parent family and a single parent with a child
over six in the group expected to work full-time, single parents
with children between the ages of one and gix in the group
expacted to work part-~time, and single parents with children
under one or with other exemptions in the group not expected to
work. Those expected to work full-time would receive a lower
basic benefit than those expected to work part-~time who in turn
would receive a lower bkenefit than those not expected to work.
The lower benefit levels for those expected to work would be
based on the assumption that a private or public sector job would
ke available to the adult expected to work. An advantage of this
approach over the sanction approach is that it does not involve
the administrative burden associated with imposing sanctions. By
lowering benefits, it would increase incentives for work.
However, to be effective, a large number of public sector jobs
would have to be created in a short period of time.

DISPUTE RESOLUTION

Current Law: Each State must have a conciliation procedure to



22

resoive disputes about program participation., It must also
provide for a hearing process, and for a right to a hearing
bafore an AFDC grant is suspended, reduced, discontinued, or
terminated.

Issues: If a community service jobs program is developed whers
the jobs pay wages, will the penalty for not participating in the
work program mean that participants don‘t receive a paycheck
{i.e., payment after performance) or will those who believe they
were unijustly treated be able to appeal, as under current law,
and receive "aid paid pending?® How would disputes over
nonperformance be resolved?

Kaus (1952, p.259) has described the problem and a possible
option as follows: *Could guaranteed-jobholders be fired?
Certainly we want a neo-WPA in which people who show up drunk,
whe show up high, or whe pick a fight with theixr supervisor would
lose their jobs (though they could show up again after a decent
intervaly. There is a danger that the courts would declare the
WPA jobs to be ‘property’ under the Fifth Amendment and impose
dekilitating ‘due process’ requirements that had to be met prior
to any dismissal., Congress could make this constitutional claim
less tenable by providing basic procedural guarantees {such as a
rudimentary hearing}, and by making it clear that this is all

- neo-WPA workers have a right to expect.”

DISPLACEMENT PROVISIORS

Current Law: No work assigrment under JOBS may result in: 1)
displacement of any currently employed worker or positicon
{including partial displacement such as a reduction in hours of
overtime work, wages, or employment benefits) or result in
impairment of existing contracts for services or collective
bargaining agreements; 2) employment or assignment of a
participant or filling a position when any other individual is on
layoff from the same oy equivalent position, or the employer has
terminated the employment of any regular employee or otherwise
reduced its workforce with the effect of filling the vacancy so
created with a participant under the program; or 3) any
infringement of promotion opportunities of currently employed
individuals. No participant in a work supplementation component
or work experience program may be assigned to £ill any
established unfilled position vacancy, though they may do so in
037, (The Bush Administyration, asg part of the "Welfare
Employment and Flexibility Amendments of 1932," proposed relaxing
these restrictions by allowing the placement of welfare
recipients in vacant existing positions.}

Discussien: No propesal has envisioned replacing existing
workers or those on layoff from their “obs; however, there is
some support for modifying the displacenment provisions as they
apply to vacant positions. Supporters of this change argue that
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the displacement provisions limit the pumber of jobs that can
created. They contend that easing these restrictions would save
taxpayver dollars by allowing AFDC recipients {(or former
recipients) o take such jobs. For example, Kaus (1992, p.134}
argues: Y...pragmatism, as well as fairness, requires that no
current government workers be laid off. But as those workers
leave through natural attrition, the government should be free to
replace them with guaranteed jobholders not subiject to
"nrevailing wage regquirements.” (Kaus believes those in
guaranteed jobs should be paid slightly less than the minimum
wage to make unsubsidized employment more attractive.} To the
extent that government ¢osts are reduced by not having to hire

© additional workers (since some vagan® positions could be filled
by those in community service jobs}, the savings can be used to
reduce taxes or finance other projects; either way, they argue,
other jobs will be created elsewhere in the economy.

Opponents argue that changing this policy would lead to the
unemployment of others, would put less-gualified individuals in
these positions, and could create workplace tensions by paving
different wages to workers performing sinilar tasgks.

OTHER ACTIVITIES

Should AFDC recipients who have reached their time limit and are
required to work be allowed to participate in some other activity
in lieu of work? Should AFDC recipients who are preparing for
empioyment, but who reach the end ¢f their time on AFDC without
completing their JOBS activities be allowed to continue in such
activities?

Currant Law: Beginning in FY 1954, one parent in an AFDC-UP
family will be reguired to participate in a work progran,
However, the Family Support Act smade two exceptions to this
general rule. PFirst, those in the first two nonths of receipt
can be excused if they participate in intensive job search.
Second, and more relevant to the proposed time limit/work
reguirement, States are allowed to substitute education for those
under age 25 who have not completed high school or its
equivalent. .

Individuals in selected JOBS components may be allowed to
complete those activities, even if they become inellgible for
AFDC during the course of their participation.

Discuasion: Allowirg recipients to participate ip activities
other than work may be appropriate, if such other activities are
more likely to lead to greater self-gufficiency. Such activities
may be especially appropriate for certain subgroups of the AFDC
population, e.g., teen parents., For example, Sawhill {(13%2,
Pp.5~6} points ocut: YBy all accounts, long~term walfare
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recipients are a very disadvantaged population. Forty-three
percent have less than 12 years of schooling (compared to 12
percent of a1l women), 56 percent score moYe than one standard
deviation below the mean on the Armed Forces Qualification Test
{vs. 17 percent ¢f all women], 51 percent have low self esteen
{vs. 30 percent of all women), 34 percent have not worked in the
past 5 years (vs. 5 percent of all women), and 5 percent have a
health problem that prevents them from warking (ve. 2 percent of
all women}." She also adds {p.6): "Deciding whether to permit
extensions is made harder by the absence of s0lid research on
what to expect from a full two years of intensive education,
training, or work expariences. This is because most of the
ecarlier welfare-to-work efforts that have been studied were
short-term and focused on job placement, rather than human
capital development.™

Sawhill {1992, p.8) also warns, "Unless carefully circumscribed,
permitting extensions may send the same mixed message about the
rules of the new system as allowing exemptions. To minimize this
effect it may be necessary to permit extensions for educational
or trainhing reasons only for a specified time period in a limited
number of cases, where, in the judgment of a case worker, they
would improve significantly a recipient’s prospect for self-
sufficiency." However, if recipients know that they can be
excused from the work requirement, they may have less incentive
to participate in JOBS as goon as possible, since they may feel
thay can delay enrcllment in the alternative activity until the
time limit is reached; thus, safeguards against such behavior may
alsc be necessary, perhaps by limiting extensionsg to those who
have used their two-year period productively. Also, if such
extensions are permitted, it would be important to ensure that
the alternative activities are substantive and are being
completed at a reasonable pace, given individual circumstances.

OTHER 1GSUES

Given the high cost of public sector jobs, and the fact that job
search has been shown to have a positive impact on employment,
should participation in job search be raguired before placement
in a community service job and periodically throughout
participation in a community services jobs program? (President
Carter’s PBII welfare reform proposal would have referved an
individual back to job search after 52 weeks of PSE employment.}
Proponents argue that this would reduce the cost of the community
service jobs program and increase the number of welfare
recipients (or former recipients) in unsubsidized employment.
Critics contend that, while programs with a job search component
have been effective for some groups, they have not been effective
for others. In particular, job search has had inconsistent
impacts for the most disadvantaged welfare recipients and could
waste scarce resources if required of everyone. If this
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reguirement is imposed, should it be after the time limit on
assistance hag been reached, or just prior to that? Should it be
for everyone or just those subgroups where there is likely to be
a pesitive impact?

Should AFDC recipients who have not exhausted thelr time limited
benefits be allowed to volunteer for participation in a community
service job? Proponents contend that this would produce the
desired behavior and the community would receive something in
exchange for its assistance. COritics counld point ocut that CWEP,
work supplenentation, and OJT are aiready JOBS components which
recipients could velunteer for; however, if the community service
jobs prograsm were based on the public service emplovment model,
allowing AFDC recipients to volunteer could substantially
increase the cost of the program (especially if prevailing wages
are paid) and could even induce some people to ¢go on welfare.

Whoe would be responsible for creating community services jobs?
The Federal, State or local governments, and/or the private
sector?

What steps can be taken to snsure that community service jobs 4o
not become permanent jobs for those who exhaust their AFDC
benefits (e.g., periodic job search and paying the minimum (or
lovwer} wage would provide incentives for unsubsidized
enployment)?



APPENDIX A: NOT ENOUGH J0BS?

Since there is a possibility that as many as three million
community service Jobs will need to be ereated, some have raised
the obijection that there aren't enocugh useful Jobs that can be
created. Critics of this argument peint out that States and
localities have, 1n the last decads, cut back on many useful public
services and that there are numerous opportunities for job
creation, Moreover, one potential source of employment is
raﬁazlding the infraatracture, a major policy initiative outlined
in Putti jrst. Some may object that these jobs would
not be appropri&te, since most involve physical labor and the
principal target group of the community services jobs program is
women, Kaus {1992, p.132) addresses this criticism by neting:
“Women can £ill potholes and paint bridges (and water lawns and
pickup garbage) just as women can be telephone repairpersons and
gaillors. Anyway, there are also many non-arduous jobs that need
doing: nurse's aldes, Xerox operators, receptionists, clerks, and
conks." Garfinkel and McLanaban {1986, p.146) also point out that
#if it was possible to c¢reate 3.5 millien Works Progress
Administration (WPA) jobs in the midst of the Great Depressjion, it
must be technically possible to find or create a like number now."
While such a program has not been implemented for welfare
yecipients, they add (p.148): "Simply because something has not
been done to date does not mean that it cannot be done in the
future, ¥ -

A second cbiection related to these jobs is that those required to
work will not have the skills t¢¢ perform the tasks adeguately.
According to MDRC, supervisors of welfare racipients in workfare
programs have rated them as highly as regular entry~level workers.

A third obiecticon is that the jobs c¢reated would be make-work.
While this is a possibility, others also note that the jobs created
during the depression in the WPA resulted in the creation of many
ugeful public works projects,



APPENRDIX B: STAFF/PARTICIPANT VIEWS REGARDIHNG
MANDATORY WORK PROGRAMS

Surveys by MDRC dealing with the reaction of State agencies,
participants, and the public to mandatory work experience
programs are overwhelmingly positive. Although these programs
were different than a community service diobs progran, they

indicate that mandatory participation can be viewed positively by

both participants and administrators.

o

In West Virginia, 60 percent of supervisors felt the work
performed by male CWEP participants was 8 necegsary part of
their day~to~day business, while 79 percent falt this was
true for female CWEP participants. oOne hundred percent of
the supervisors rated male CWEP participants ¢he same or
better than regular, new emplovees in terms of dob
performance, attendance, behavior, job skills, and maturity,
while 24 percent of the supervisors rated female CWEP
participants as highly. A majority of CWEP participants
also reported that they had learned something new in their
{WEP positions: this was reported by 64 percent of male
participants and 59 percent of female participants.
Finally, 80 percent of male participants and 82 percent of
female participants viewed the work requirement as being
fair.

In San Diego, 78 percent of surveyed superviscrs felt that
the work performed in CWEP was important to their agencies
and not "make~work." Sixty-three percent of the supervisors
surveyed felt that the CWEP participants were at least as
productive as their reqular employees and 57 percent of
participants felt that they had learned something new on the
job.

In Maryland, 96 percent of supervisors considered the work
performed under work experience t¢ be a necessary part of
their day-to-day business, while 78 percent of participants
shared this view, Fifty-two percent of surveyed supervisors
felt that the participants were at least as productive as
their regqular employeas and 70 percent of participants felt
that they had learned something new in theair positions.
About 60 percaent of participants believed the work
requirement was fair.

In Virginia, 83 percent of both supervisors and participants
responding to a suyvey indicated that they felt the CWEP
wWOrk was necessary. Seventy-itwo percent of CWEP
participants felt they had learned something new in their
positions, and 83 percent felt that the regquirements were
fair.

In Arkansas, 79 percent of supervisors and 77 percent of
participants felt that the (WEP work performed was



necessary. Seventy-three percent of supsrvisors felt the
participants were at least as productive as regular
employees. Eighty-six percent of participants felt that
they had learned something new in their positions, and 73
percent felt the requirements were fair.



RESEARCH ON THE EFFECTIVENESS OF EMPLOYMENT
AND TRAINING PROGRAMS

BACKGROUND

The Federal government has a lomg history in employment and
training activities. During the Great Dapression, it established
the Works Progress Administration (WPA), which established
massive public works and public service employment programg to
asaist millions of the unemployed. The Manpower Development and
Training Act (MDTA), passed in 1962, was designed to assist
workers who had been displaced by technological change and
provided vecational and oen-the—job training. The program
initially served primarily those with extensive work experience,
but its emphasis was later changed to serve the hard-core
unemployed. The Emergency Employment Act of 1971 authorized the
£irst major job creation program since the 1930s, known as the
Publice Employment Program (PEP), which spent $31 billion in 1872
and $1.25 billion in 1973 to create jobs within State and local
governments. The Comprehensive Employment and Training Act of
19573 consolidated many of the programs areated during the 1%60s
and 1970s; it emphasized training, but paintained a public
service employment {PSE) component for high unemployment areas.
PSE was expanded in the mid-1570s when unemplovment grew.
Spending on the PSE programs grew rapidly and in fiscal vesarx
1980, they claimed about $3.8 dbillilion or 41 percent ouf the total
$8.9 billion in CETA outlays. In 1982, CETA was yeplaved by the
Job Training Partnership Act (JTPA): its focus was training and
there were no funds for any form of direct job oreation.

In addition, numercus welfare~to-work programs were rigorously
gevaluated by the Manpower Demonstration Research Corpoeration
(MDRC} during the 1880s. These included relatively low-cost
_interventions such as job search followed by work experience and
training, as well as more intensive training programs. The

former were generally mandatory programs, while the latter were
voluntary.

The Federal government has alsc used the tax system to encourage
40b creation, For example, the Targeted Jobs Tax Credit (TITC),
authorized by Revenue Act of 1978, offers employers a tax cradit
for hiring workers from certain groups, including the

econonically disadvantaged, welfare recipients, and the disahled,

RESEARCH ON WORK PROGRAMS

There is research on a variety of subsidized employment programs.
These include: public service employment, where participants are
provided jobs in the public sector; work axperience prograns,
where participants are provided subsidized employment, with a
focus on instilling basic work habits and attitudes rather than
to teach specific skills; subsidized on-the~job training, usually
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in the private sector, which subsidizes employers for part of the
wages of untrained persons and vhere there is an expectation that
these persons will continue to work for the firm or organization
that trained them; supported work, which consists of the creation
of a protected working environment where participants can learn
_basic work habits: and earnings or wage subsidiesn, which are paid
to employers as an incentive to hire dimadvantaged workers for
existing private sector 1iobs.

The research findings summarized in the following sections seek
to identify net impacts on earnings, employment, welfare
payments, and the incidence of welfare receipt. In addition, if
available, results from cost~benefit analyses from the
perspective of participants, the government, taxpavers, and
society are presented. For participants, the key gquestion is
whether increased earnings outweighed the lossz in benefits and
increase taxes. Whether work programs are cost-affective for
goverrment depends on whether the savings associated with reduced
AFDC and other transfer payments, along with added tax revenues
from increased earnings, outweigh the costs of operating the work
programs, including the added cost of support services. The
gnalysis from the taxpayers perspective adds the value of cutput
produced by program participants. The final perspective is that
of society as a3 whole, which includes both participants and
taxpayers. -Viewed in this way, if a preogram provides gains to
one group but an equal loss to another, it would ke considered as
providing no net gain, but simply as a transfer from ocne to
another.

winile the findings from these studies can be useful in designing
a work program for long-term AFDC recipients, the results should
only be viewed as suggestive. Differences between the programs
and target populations, the environmental context in which they
were conducted, and their evaluation designs makes coumparisons
between the programs and inferences with respect to the design of
a new program difficult. In particular, even where rigorous
evaluation designs were used, it is important €o remember that
many of the programs tested were voluntary; it is unclear what
the impact of mandatory programs would be. In addition, most
research on the impact of these programs on welfare recipients,
includes mothers whese youngest child is six or older.



AFDC WORK PROGRAMS

Beveral work programeg for AFDC recipients suggest that such
prograps may have positive effects. The findings from these
programs are summarized bhelow, separately for women and men.

The National Supported Work Deponstration tested the effects of a
highly structured work experience program on four target groups:
long~term AFDC recipients, ax-addicts, ex~affenders, and young
school dropouts. The program included pesr group support,
graduated stregs, and close supervision as program technigues;
initially, work standards on the jobs were relatively
undegpanding, but they were increased over time t¢ approximate
those of private segtor jobs. Nonprofit corporations established
small factories or work crews which produced goods and services
and helped pay for the project. Participation in the program was
voluntary. Participants received wages for their work, which
reduced their welfare benefits. After 12 to 18 months,
participants were expected to leave their Supported Work jobs,
regardiess of whether they had found other employment. The
enphasis was on the development of work habits, basic work
skills, and motivation to enhance ewmplovability.

For AFDC recipients ¢o be eligible, they had to have: 1) been on
AFDC centinuocusly for the past three years: 2) to be female: 3)
to have ne child less than six years old; and 4) to have worked
very little during the preceding six months. For the AFDC target
group, most of the jobs were in the service sector. oGuidelines
for supported Work provided that the wage rates be based on, but
he below, the wage that participants might be expected to earn on
a regular job, subject to the constraint that the wage was never
t0 be below the legal minimum. Women in the program had averaged
nine vears of AFDC receipt.

In the third year of the program, experimentals in Supported Work
earned an average of 51,076 (23 percent) more than controls (see
Table ). %This increase in earnings was due not to any
significant change in employment rates, but due to incresases in
hours worked (18 percent) and hourly wage rates {12 percent).

The program alse led to a §401 ()0 percent) reduction in average
AFDC payments in the third year of the program and reduced the
incidence of AFDC receipt by 7.1 percentage points {10 percent)
by the end of that year, The program had the greatest impacts on
the most disadvantaged -~ those who had not completed high
schowl, who had received AFDC a long time, or who had no prior
work experience.

The cost~benefit analysis indicated that the banefits from both



the taxpayer and the soclal perspective exceeded the costs.
Although the evaluators point out that the program was not guite
cost-effective if only the benefits during the 27-month follow-
up period were considered, if the impacts continued to decay at
the observed rate of 3 percent a year, then the program would be
considerad cost affective. Even with such prodections, howsver,
the program was not cost effective from the participant's
perspective, bhecause the increase in their earnings did not
conpensate for the reduction in their welfare benefits,

while the results are suggestive for long-term AFDC recipients,
the results for new applicants and recipients who have not been
on the rolls long, even those likely to be long~term recipients,
may be quite different, becauge such applicants/reciplents will
not, even after two yvears, have the same average welfare duration
{nine vears) as Supported Work participants. In addition,
Supperted Work was a voluntary program; it is not ¢lear what the
impacts would be for a mandatory program.

The AFDC Homemaker-Home Hasalth Alde Demonstrations and operated
in seven sites. It targeted women whe had been on AFDC for at
least 30 days and reached a diverse group of welfare recipients.
The program provided four to eight weeks of formal training ®in
the skills needed to provide homemaking and health services to
functionally impaired persons in their own homes,® followed by up
to a yeayr of subsidized employment. Most of the participants had
low educational levels {40 percent had not graduated high school
and only 20 percent had any training beyond high school} and no
recent work experience {the average participant had not worked
for 3 years).

In the third year of the program, experimentals in the progran
earned an average of 51,121 more than controls and increased the
employment rate by & percentage points, while combined AFDC and
Food Stamp benefits were $343 lower (see Table ). The earnings
gains were primarily from increased employment rates, though some
sites also had statistically significant gains in wage rates.

Hew Jersey OJT

New Jersey offered OJT placements in the private sector of up to
six months, but program participants could also receive other WIN
services, It was expected that employers retain those vho
performed gatisfactorily as regular full-tige employees. The
program was voluntary.

The program led to sarnings gaing of almost §591 (14 percent) and
reduced AFDC payments by $238 {11 percent) in the second year of
the program (see Table _). Because there was no increase in

employment, this suggests that participants found 4cbs that paid



higher wages or more hours,

Haine

In Maine, cavefully screened AFDC recipients were offered a fixed
sequence of services, consisting of 2 to 8 weeks of pre-
employment training in job search and job~holding skills, up to
12 weeks of half-time unpald work experience in the public or
non-profit sector, followed by placement in an OJT-subsidized fob
in the private sector for 6 to 26 weeks, where employers recaived
a subsidy equal to 50 percent of wages for 6 months. The progran
was targeted to recipients with substantial barriers to
employment.  Nearly two-thirds of TOPS participants had been
receiving AFDC for more than two vears, and only one~third had
any recent employment experience. The goal ¢f the program was to
provide jobs that paid more than minimum wage and offered
epportunities for advancement.

The program led te earnings gains of 5941 (34 percent) in the
third year of the program, but there were no statistically
significant reductions in either AFDC payments or the incidence
of welfare receipt (gee Table _). The earnings increase was due
both to participants receiving higher wage rates and to an
increase in hours worked. The total income of participants also
increased, due at largely to the fact that the earnings of
participants were higher, while thelr AFDC benefits 4id not
decline. Evaluators believe the lack of impact on AFDC payments
is due to the fact that Maine, unlike most states, calculates
AFDC benefits in a way that permits working recipients to earn
more income before thelir AFDC benefits are reduced.

The Minority Female Single Parent (MFSP)} Demonstration provided
intensive education and training to minority adults who

- voluntesred 4o participate in the program. The demonstration was
conducted in four different cities. Although all of the sites
achieved significant gains in GED attainment, there were no
positive impacts-on earnings, employment or welfare receipt at 3
of the sites 12 months after the program began (see Table _ ).
Oone of the programs (the Center for Employment Training [CET) i
northern California) did experience pesitive impacts on
employment and earnings. The key distinguishing feature batween
CE?T and the other three sites is that it placed an ewphasis on
the combination of training supplemented by edugation and
“general employability ¢raining.”®

¥hile unpaid work experience was a component was a component in
many of the evaluations of welfare-to-work programs done by MDRC



in the 1980s, there is very little research on the progranm in
isolation. According to Gueron and Pauly {1982, p. 168}, ®there
ig little evidence on whether unpaid work experience, following
job search or alone, has any independent effect on program
impacts.® One demonstration, San Dlego I, included a test of
adding 3 months of CWEP after initial participation in job

» goeareh. Gueron and Pauly (1892, p.165) report: "The overall
findings for AFDC applicants indicate that the addition of CWEP
after job pearch did increase program effectiveness, but the lack
of consistent results across cohorts enrolling during different
labor market conditionsg suggests that, at nost, the incremental
impact was small."

KEN

Although some research by MDRC suggests that welfare~toework
prograns can increase the sarnings of men and be cost effective
for taxpayers, the programs tested were typically low-cost
workfare type programs;: there is no research on more intensive
interventions for nmen receiving AFDC.

jonce

Research by MDRC has shown that a job search/work experience
reguirement can increase employment/earnings or reduce welfare
daependency and be cost effective for the AFDC-UPR population,
primarily adult men {see Table __ ).

o In SWIM, earnings were $500 (18 percent) higher in the first
yveay of the program; however, in the second year, the
earnings increase was not statistically significant.
Employment was 6.5 percentage points {17 psrcent) higher at
the end of the second year of the progranm. Average AFDC
payments were $551 {12 percent) lower in the second yeayr of
the program. {(Unlike other MDRC evaluations of AFDC-UP, the
sanctioning rules for AFDC-UP families participating in SWIM
were changed, so that only the head of the case lost AFDC
beneflits when z sanction related to the work requirement was
inposed making it more comparable to JOBS.) The evaluations
of cost-effectiveness from the participant's standpoint
indicated that AFDC-UP men broke even in SWIM (with their
earnings gains about matching their losses from AFDC, other
transfers, and tax payments). The net present value of the
program for taxpayers and the government budget ranged fron
$1,730 to $2,050 per experimental.

o) In Ban Diego I, there wers no statistically significant
impacts on either employment or earnings, but the program
only sexrved applicants, Since research has consistently
found that first-time applicants (i.e., these most job~
ready) generally don't benefit from these services, it is



not surprising that this program did not show positive
impacts. (Principal earners in AFDC-UP families are
especially likely to¢ be job-ready, in part, because the
eligibility criteria for the AFDC-UP program reguire a
recent attachment to the work force.) Average AFDC payments
wore $374 (14 percent) lover and the incidence of welfare
receipt wag 5.7 percentage pointe {14 percent} lower in the
first year of the program. The net present value of the
progras for taxpayers and the government budget ranged from
$1,060 to $1,410 per experimental. The men in the San Diego
I prograr incurred net losses.

o in West Virginiea, there ware no significant impacts on
either employment or earnings; arfter a year-and-a-half, the
incidence of AFDC recelpt was 6.9 percent lower and welfare
payments had declined by $229 (12 percent) during that time
{Friedlander et al., 1986, p. ). However, the precision of
these findings is unclear because the evaluation did not
involve the random assignment of individuals, but of
counties., As 2 result, adijustments had to be made for
differences in labor markets and the characteristics of
welfare recipients. While the results are less rigorous,
the progran is in some ways more relevant for assessing the
feasibility of the AFDC~UP participation rates, since it
tests the impact of a program with unlinited duration and
high participation rates. The study found that reductions
in welfare benefits for the UP caseload were large encugh so
that the program was cost-effective from the government
budget standpoint and when the value of CWEP oulput is
added, “the total value of the saturation model to taxpayers
becomes highly positive.™

Ut [ .‘

Utah's Emergency Work Program {EWP} includes a strict work
reguirement {Janzen and Tayloy, 1981}, with particvipation equal
to 40 hours a week, and a8 time limit on assistance. However, its
design was not rigorous amd the impacts should only be considered
a very rough approximation of the direction and magnitude of
program impacts. While the MDRC evaluations are based on
experimental design, they generally include activities other than
a strict work progran. The evaluation of Utah's progranm
indicates that the time limit had only a minor ¢ffect on the mean
length of stay (9.3 weeks for sites with the six-month time limit
compared to 11.1 weeks for sites without the six-month tine

. limit}. The evaluation of Utah's program found increases in
employment and an especially impressive reduction in the mean
welfare spell {(a reduction from 10 months t0 10 weeks). As 2
result, it was also found to be highly cost-effective, conpared
te the conventional program, The 40~hour per week performance
reguirenent was viewed as a key program design feature of {Utah's



EWP program. Payment after performance, a feature of the Utah
plan, is intended to simulate the real world, in which wages are
paid only after work is performed., This provision may better
prepare welfare reciplents for work. Utah considered the payment
after performance provigion oritical to the program's design,
because it "ensures & 100 percent participation rate.®

CONCLUSIONS

while some subsidized employment and training programs have been
successful in increasing the earnings and employment of welfare
mothers, they have been relatively small, wveoluntary programs. It
is not appropriate to generalize the results of experiments
serving small numbers of zelf-selected, often highly motivated
voluntears, to the larger eligible population. These peoaple are
alsc less likely to have barriers to participation, such as drug
use or fapily problems. In addition, soreening on the part of
staff can result in "creaming,® further ensuring that the
population will not be representative. It is not clear how these
problems affect impacts. According to Friedlander and Gueron
{1831, footnote 17): "These factors, since they relate to
controls as well as experimentals, may have sither positive or
negative ¢ffects on the ability of programs to achieve impacts:
More motivated individuals may be more prone to help themselves,
with or without prograrm assistance, or to seek alternative

services on their own, lowering the potential for progran
jinpact.”

Even without these problems, however, it is unclear whether these
programs could produce similar results if expanded to less
netivated recipients (and/or inmposed on other progran
adninistrators}. As Friedlander and Gueron (1991, p.23) point
out: "...services that are offered on g voluntary basis or are
selective may, by their nature, be quite 4Aifficult to expand.

For example, there may be limits to how many on-the-job training
slots ¢an be created. Also, there pay be only a gmall number of
AFDC recipients who would be interested in participating or would
pass the screening criteria. Making participation mandatory as a
device to help increase coverage oould be self-~defeating if it
changed the character of the services and their impact.*®

For many of these same reasons, it would be inappropriste to
generalize from the findings of low-cost programs for AFDC men,
especially since they often included services other than just
work experience.



CETA WORK PROGRAMS

There iz a fairly extensive amount of research on employment
programs within the CETA program. However, due to methodological
shortconings in the research designs, the findings should only be
viewed as suggestive. The CETA evaluations were all based on
nonexperimental research methodclogies, i.e., they did not
invelve the random assignment of individuals to treatment and
contyrol groups. In addition, only one of the evaluations (Bassi

et al., 1984) estimated the impact of CETA separately for welfare
recipients.

To measure the net impact of CETA, researchers typically

. generated a compariscon group of individuals that was comparable
to the program participants based on observable characteristies
that affect earnings and enployment, Some of the variables
typically used in matching groups were sex, age, race, family
income, family size, weeks employed, and educational status,
However, it is very likely that the comparison group members
differ in other ways from the participants in a systematic but
unobservable fashion. For example, those who participated in
CETA may be mare motivated, and motivation is likely to be an
important determinant ofiearnings. It is unclear the extent to
which postprogram earnings differentials between participants and
comparison group members result from program participation or
differences in motivation or other unmeasurable differences, In
the absence of experimental design, where both observable and
unobservable should balance out, it is necessary to employ
statistical technigues to contrel for nonrandor assignment owing
to unobservable characteristics, but there is considerable
uncertainty in the research community about the validity of such
methods.

Barnow (1987) has reviewed the principal CETA studies. Table __
shows the impact estimates on annual postprogram earnings for the
progran overall, as well as for its components and for Key
subgroups.

FIRDINGS FOR WOMEN

PSE produced statistically significant earnings gains for women,
with some estimates showing annual earnings gains in excess of
$1,500. Overall, two studies found statistically significant
increases in annual esarnings, from $464 to $1,121, while one
study found no statistically significant effects. For white
women, five studies found statistically significant effects,
ranging from $614 to $1,563., For minority women, the same five
studies found similar increases, from $650 to $1,673, {The
earnings gains for PSE are larger than for other components: this
may be partially because the average length of participation was
longest in this component and it is likely that some portion of

" the earnings gains comes from the program itself, i.e., it is not
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completaly from postprogran earniné& gains.) The largest impacts
were found for welfare mothers and they were statistically
significant.

Results for the work experience component were not ag consistent.
Overall, two studies failed teo find statistically significant
results, while one found positive effects {ranging from $800 to
$1,300 a year}, while the other found negative effects ($522 a
year). For white women, three studies falled to find significant
effects, while three found positive effects, ranging Ffrom $505 to
$1,400. For minority women, three studies failed to find
significant effects, while three found positive effects, ranging
from $82% to 51,023. The impacts for welfare mothers were at the
lower end of the earnings range, but were statistically
significant.

For OJT, three of four studies find statistically significant
effects, ranging from $700 to $1,100. For white women, thres of
six studies find statistically significant increases in earnings,
ranging from $550 to $1,231. For minority women, four of six
studies found statistically significant increases, ranging from
$772 to $2,087. The earnings impacts were not statistically
significant for welfare nmothers.

It seems that program participation increases earnings primarily
through an increase in hours worked rather than through an
increase in wages: since weonen generally work fewer hours than
men, there is more room for an impact on their hours of work {and
consequently earnings} than is the case for men.

Although the findings indicate that the PSE and OJT programs
intrease the earnings of women participants, they are also
expensive programs and it is not clear that they are cogtw
effective.

FINDINGS FOR MEN

Most studies showed negative earnings inmpacts for men, hut the
results were generally not statistically significant, Overall,
two of three studies found no statistically significant effect,
while one found that the program reduced earnings by $836. For
white men, three of four studies found no statistically
significant effect, but one found that the program increased
garnings by $1,218 to $1,307. Ffor minority men, five studies
failed to find statistically significant effects.

The results for work experience were even more disappeinting.
For all men, one study found no statistically significant effect,
but three studies found reductions in earnings ranging from 5526
to $1,108. For white men, four studies falled to find
gtatistically significant effects and one study found that the



program reduced earnings by S$872 to $1,021. For minority men,
five studies failed to find statistically significant effects and
one study found that the program reduced 2arnings by 5912 to
$983,

For 0JT, three of four studies found no statiatically significant
effects and one study showed an increase in $612. For white men,
three of five studies found statistically significant increases
in earnings, ranging from $616 to 51,231, For minority men, four
of five studies found statistically significant increases in
eaxnings, ranging from $772 to $2,087.

0f the CETA work prograns, only OJT appears to have been
successful in increasing the earnings of men. In contrast, the
PSE and work experience programs appear to have no effect or even
a negative effect. By placing individnalg in public jobs, rather
than encouraging them to find unsubsidized employment, PSE and
work experience participants wmay have lost ground yelative to
those not participating in the program.

Given the poor impacts for men and the high ¢ost of the
intervention, it seems clear that these programs were not cost-
effective, ‘

ISSUES

Past experience with PSE in CETA suggests that the program's
direct ability to create employment may be limited due to “fiscal
substitution,® as State and local govarnments use Pederal funds
for a government jobs program to create jobs that otherwise would
have been funded conpletely from nonfederal sources. In the
extrese case of complete fiscal substitution, the impact of the
grant pregram would be a shift in the tax burden in support of
local public services from local to Federal taxpayers. In the
other extreme case--no fiscal substitution-~the impact of the
grant program would be an increase in activities and jobs equal
to the amount nominally funded by the grant. The evidence from
evaluation studies of earlier public service epployment programs
suggests that the degree of fiscal substitution may have heen
substantial--ranging from 20 to 40 percent in the short-run, up
to complete substituticon in the long run.

Rowever, some analysts have noted that tighter targeting of the
jobs on hard-to-employ low-income people, limits on activities
funded to projects of short duration, and the orientation of jobsg
to skills not usually employed in the local provision of public
services may reduce the amount of such substitution in the
future. Bamsi and Ashenfelter (1986, p. 148) note: %It seems
reascnable to expect that the nore targeted the program, the
lower will be the fiscal substitution rate associated with that
program, On the other hand, we would expect the fiscal
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substitution rate to have rigen over time, since state and local
governments had an opportunity to replace regular civil servants
with PSE employees.... Fiscal substitution tends to be lower in
structural program than in countercyclical programs, and it tends
to rise over time in both types of programs.®

Opponents of guaranteed govermment jobs could also argue that
past experience with PSE prorams suggests that this component
would be costly, while failing to produce meaningful enployment.
First, the market is a more efficient way of determining what
jobs are needed in the economy. Second, the substantial cost of
creating PSE jobs would be financed by taxing the private sector,
reducing jobs there. In fact, the increased burden on the
private sector (either through increased taxation or deficit
financing) could result in an overall net reduction in
employment,



TEERAGERS

Bach vear, nearly half a million births occur te young teenage
nmothers. Research shows that young, unmarried parents are at
greatest risk of long-term welfare dependency, as well as a wide
range of scononic, gocial and personal problems (see Ellwood,
1986 Haves, 1987). Over a third of teen parents who begin AFDC
will receive benefits for at least 10 years (Maxfield and Rucci,
1886, Morsover, one study (Duncan and Hoffman, 1990} has found
that AFDC receipt by an unmarried teen may cause future welfare
dependence, even after controlling for other characteristics of
the mother. The public coste of teenage childbearing were
estimated to exceed $21 billion in 198% for AFDC, Food Stamps,
and Medicaid alone {Center for Population Options, 1990). .Bince
many teen parents may alsd exceed the time limit, they will be
regquired to work, or perhaps attend school.

The goal of "learnfare" programs is twofold: 1) to create a
program in which both the State and AFDC recipients have mutual
regsponsibilivies; and 2} to increase the numbher of teen AFDC
recipients complete high school or its equivalent, increasing
their long~term earning potential and helping them avoid long-
‘term welfare dependency. A number of evaluations are now
underway which examine the impact of mandatory programs aimed at
preventing long~term welfare receipt among young AFDC recipients.

ot Chie's Learning, Earning, and Parenting (LEAP} progran
requires all pregnant and parenting teens under age 1% who
do not have a high school diploma or its equivalent to
attend school regularly; they receive finsncial bonuses or
penalties based on their attendance. The basic grant for a
teen parent with one child in Ohio is $274: a2 bonus for good
attendance raises it to $336 while a penalty would reduce it
te $212. In addition to financial incentives, the progran
includes child care assistance and case panagement to help
these teens meet the school attendance requirement. Some
States using or considering Learnfare models use only
financial sanctions to encourage school attendance {(e.q.,
wisconsin), but none are currently being evaluated using a
rigorous research design.

ol The Teenage Parent Demonstration uses an experimental design
to evaluate the effects of education and other services, and.
of a continvous participation regquirement. Participation is
mandatory for teen parents on AFDC., It is {or was) being
tested in Chicago, Illinois, and Capden and Newark, Rew
Jersey, and was restricted to {een parents who already had
ene ¢hild, In addition, the participation reguirement
includes required school attendance {high school or GED} and
may alse include -job search assistance and vocational



training, as well as other services such as counseling,
parenting instruction, and life skills training. PFailure %o
participate can result in the ramoval ¢f the teen parent's
portion of the AFDC grant. ‘

o New Chance ip a 1i6-gite national demonstration providing

' comprehensive education and training, and employability,
life management, and parenting instruction to young {17 to
21 years of age)} AFDC mothers who are high school dropouts,
Its experimental design evaluation will provide impact data
on educational attainment and achlevement, employment,
earnings, welfare receipt, and fertility., This
demonstxation is targeted at AFDC recipients who are older
than the typical high school or learnfare population, but
who are also at rigk of long~term dependency.

Project Redirection was a voluntary demonstration for AFDC-
aligible mothers wunder age 18, which provided comprehensive
after-school services designed to prevent school drop out, teach
parenting and life management skills, and increase employability.
While it did lead to greater short-term high school attendance,
there was no long-term difference in educational attainment
batween the experimental and the comparison group members,
However, after five years, those in the demonstyation had an
increase of $39 in weekly earnings and a decrease of 12
percentage points in welfare receipt, but higher rates of
childbearing (Polit, Quint, and Riccic, 1%88).

Job Corps is a Federally administered employment and training
program for economically disadvantaged youth hetween the ages of
14 and 21. Job Corps services are typlcally administered in &
residential setting and provides a wide variety of services,
inciuding basic education, vocational skills training, and work
experience, in addition to support services such as subsistence,
clothing, health care, and recreation.

Mathematica Policy Research, Ine., did an extensive evaluation of
the Job Corps program, which is considered to be of high cuality,
but did not use random assignment. I had a large sample of
program participants {5,200) and a non-participant compariseon
group {1,500). The data were gathered on participant and
cemparison groups for three to four years. The comparison group
was carefully drawn from youth eligible for Job Corps, but
residing in geographic areas where Job Corps enrollment was low.
The comparison group of youths was developed from lists of school
dropouts (70 percent) and from applicants to local Employment
Service offices {30 percent}. Sophisticated econometric
technigues were used to try to control for selection blas {(a



major problem in evaluations net relying on random assignment}.
The principal evaluation results were:

© An increase in employment of over three weeks per vear.
o An increase in earnings of approximately $885 per yesar,

o A very 5uhatanti&1'increasa in the probability of having a
high seheol diplama or eguivalent (a fivefeold increasge).

o  Higher college attendance.

o A reduction in the raceipt of welfare, amounting to an
average Of over two weeks per year. ,

o 2 reduction in criminal activity for participants during the
period they were in the program and after leaving it:
participants had fewer arrests for serious crimes than did
the comparison group.

In addition, a cost~benefit analysis concluded that, from the
vievw of society as a whole, the program returns $1.46 for every
$1 it spends. However, much of the “benefit® in the benefit-
cost analysis comes from reduced coriminal activity. Here, the
results depend, in large part, on the dollar value placed on
redoctions in certain kinds of erimes, e.qg., murder. WwWithout
these benefits, the program does not appear to be cost-effactive.
It is also worth noting that the program only returns 98 cents on
the dollar for non~Corpsmembers (i.e., it is not cost-effective
from the rest of society's pergpective).



HOW SHOULD THE PROPCSAL BE IMPLEMENTED?

QPTIONS

Proposal: Make welfare transitional assistance of limited duration
and provide jobs for those whose transitional assistance has ended.

Piscussion: Proponents of immediately replacing welfare with
transitional support and a guaranteed community service job argue
. that this would transform the welfare system into one that
emphasizes self-sufficiency. Most proposals would provide
recipients with the assistance needed to become employable (e.g.,
by expanding the JOBS program and suppert services) and would
ensure that once employed, either in the private secter or in a
government job, they would not have to live in poverty (e.g., by
expanding the EITC and providing universal health care coverage).

Opponents argue that a time limit on assistance could harp children
in families where the parents do not take jobs after the time limit
on welfare receipt has been reached, by reducing the low level of
family income still further. (To address these concerns, sone
time~limited welfare proposals incorporate other antipoverty
programs, such as child support assurance and universal health care
coverage. The availability of these benefits as well as other
existing benefits not time~limited, reduce the putential adverse
effects on children.)y In addition, because there are a myriad of
details that need to be specified and most progran specifications
have been untested, imposing a program designed at the Federal
laevel could have other unintended negative effects. Mareover,
States may resist attempts to impose a program from the top-down,
rather than from the bottom-up. Finally, the initial cost and
gervice capacity preoblems are likely to be seriocus,

Issues: Fullescale implementation would require identifying the
many detailed provisions that would have to he part of the
proposal. ¥onitoring implementation would be ilmportant, but
difficult, given the linited experience with such a progran.

It is not clear what the impact of such a propogsal would be on
Federal and State c¢osts. Infitially costs could be increased
substantially, as npore welfare reciplents avail themselves of
services to prepare for employment. After the time limit, there
will be welfare savings, but there will also be costs associated
with implementing the guaranteed work program. Depending on the
structure o©f the program, these costs could even outweigh any
welfare savings. Mickey Kaus, whose proposal is perhaps the nost
far-reaching, estimates the initial annual cost of his propoesal to
be between %43 and $59 billion.



Proponals Given the magnitude of the proposal, a time linit
coupled with a guaranteed 4obs proposal could be phased in.

Discussion: Varicus elements of the proposal could be phased in,
which would allow policymakers more time to assess the effects of
the proposal, as well as to minimize initial costs and allow States
time to build the capacity to serve individuals through JOBE and
a guaranteed work pregram. The phase in can be related to specific
provisions and/or subgroups of the welfare population. As service
capacity and State experience grows, the program could be expanded
to additional subgroups.

%

Potential subgroups include:

o AFDC-UP recipients, AFDC«UP reciplents tend +to¢ be less
digsadvantaged than the overall AFDC population (due to the
requirement that they have a recent work history) and face
fewer barriers to employment (e.g., since it is a two-parent
household, child care is not likely tc be a problem}., In
addition, the current APFDC-UP is, in some ways, alrsady
sinilar to the proposed time-linited/gquarantaed job proposal.
Until passage of the Family Support Act of 1988, the UP
program was a State option and about half the States chose not
to provide benefite to intact families where the principal
earner was unemployed. Even today, 13 States have adopted the
Family Suppert Act option teo impose a time limit, generally
six menths in a 12-month period. Beginning in FY 19%4, States
will face participation rates that rise from 40 percent to 75
percent. by FY 1597, where adults in UP families will be
ragquired to participate at least 16 hours a week in a work
program.

Implementing the proposal for AFDC-UP recipients first would
allow testing it on a relatively small segment of the
cageload., It is a group that is typically less dependant on
public assistance and has some prior work experience. The
work reguirement for this population also means that many of
the costs of the guaranteed jobs program would bs incurred
even in the absence of a new proposal, thereby minimizing
initial ceosts. There is some evidence from the Utah Emergency
Work Program that such an approach can be effective. However,
ragstricting the proposal ¢ this group would ignore thosge nost
at risk of long-ternm depandency and provide little insight to
the potential impact of extending it to the rest of the AFDC
population (although it could serve to identify important
implementation issues).

o New Applicants. Mickey Kaus (1952, p.251) has argued that
the proposal could be limited to new applicants: ¥, , .
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current welfare recipients could be ‘grandfathered,’ |if
necessary, to avoid the Take Away problem of ending benefits
for those accustomed to receiving them. They could still be
reguired to work in return for their checks««‘'workfare.' But
new single mothers would not be required to work for their
checks. They would not get checks.® This also helps avoid
the start-up problen of having to provide JOUBS services and
then actual Hobs after a certain period to all current
recipients; restricting the proposal to applicants would limit
the annual number of JOBS participants and new guaranteed jobs
to a manageable number. However, by ignoring current
recipients, potential long-~term savings are reduced and such
a phase-in could deter current recipients from leaving
welfare, if they thought they may have to return to a systen
with stricter raguirements.

Sawhill {1982, p.5) has proposed a similar, but even more.
narrowly targeted subgroup: new, Lirst-time reciplents. While
this would address the disincentive for leaving welfare for
current recipientg, since they could receive aid if they
applied again, it creates more data collection problems, since
States would be required to exempt those who had earlier
received AFDC. This could be a problem if past receipt was
many years earlier or in ancther State. In addition, it would
further narrow the population subject to the new rules.

Sther potential subgroups that conld be targeted include:
non-exempt AFDC recipients, employable AFDC reciplients (e.g.,
those with prior work experience or a high school degree).

Various provisions of the proposal could also be phased in:

o

Time Liwit. A longer time limit could be allowed for current
recipients and applicants in the early vears of the proposal
te allow States to bulld up thelr JOBS programs to serve all
those who need assistance in becoming employable. As the tinme
limit takes effect, and the number of AFIX recipients
declines, the time limit c¢ould be shortened, since all
families can be assured of getting needed services hefore the
time limit has expired.

sanction. The penalty or sanction for not working after the
time limit has expired can be gradually increased to allow
people to adijust to stronger penalties, For exanmple,
initially the manction could be the current JOBS sanction,
but later it can be increased {0 include larger reductions in
AFDC and/or include reductions in other welfare programs as
well. This would reinforce the importance of achieving self-
sufficiency. Alternatively, & single sanction can ba
selected, but the geverity for all groups otan be increased
(or decreased) over time, as individuals become more aware of
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it (e.g., it could be the current JOPS sanction for those on
aid 2 to 4 vears; 50 percent ¢f the grant for those on 4 to
6 years: and tha entire grant for those on over 6§ years.

el Hork Program. Participation rates, like those that now exist
for JOBS, could be bullt into the community services iobs
program. Bince initially it may be difficult for the
government to guarantea jobka for all those who need them, the
proposal could include rising participation rates, where a
cexrtain percentage of those whe have exceaded their tinme limit
on welfare would be reguired to work (while the others would
continue to receive assistance). This would aliow time to
build capacity to serve all those who need jobs, and at the
same time provide incentives to become self-sufficient, rather
than rely on the possibllity of having to take a government
job.

while there may be valid reasons for phased implementation, others
will contend that this would not send a clear message that welfare
is transitional, 1if, as Sawhill (1892, p.%} notes, "it exempts at
the ocutset a significant proportion of recipients from the time
limits =« even if only temporarily.® She also adds that “the
exemptions absolve States of the responsibility for developing
sufficient resources to move a large numbey of recipients off the
rells and into work.,®

Proposals Allow States to define the specific elements of their
proposal. The Report of the Task Force on Poverty and wWelfare (p.
77} argues for this approach: fExperimentation is needed to
determine the bast arrangement of time limits, requirements, and
services, Moreovey, different states may find different
arrangements that make sense given the conditions of the loca)
sconcomy, the capacity of the state to deliver services,. and the
characteristics of the caseload.®

Piscuassion: States have historically had significant flexibility
to operate the AFDC program under broad Federal guidelines. Giving
States the flexibility to define the parameters under this proposal
would continue that tradition and would allow them to tailor
programs to best meet their needs and resource constraints.

opponents of this approach could argue that without a national
program, with a specific set of rules, significant differences
betwveen States in the development of their proposals could create
artificial incentives {or disincentives) to migrate +o other
States. Moreover, there may be little reform, if States are
concerned about initial c¢osts bheing too high.



Propounl: Test different versions of the time limit/work
requirenent, to determine the effects on self-sufficiency, welfare
dependency, children's outoomes, et¢., and for various subgroups,
The demonstrations can also test the feasiblility of implementing
the reform plan, e.g., the feasibility of achieving a 100 percent
participation requirement in a guaranteed job. A demonstration
approach would allow testing the impact of varying individual
provisions of the proposal, such as: the length of the time limit;
exenptions from the work regquirement: the wage level for governnent
dobs; the hours per week to be worked: private sector hiring
incentives: and other important provisions. The results of these
experiments could be used to determine whether the proposal should
be implemented nationally and, if so, how it should be structured.

This approach has been endorsed by Senator Boren and Mickey Kaus,
in separate proposals for the testing of a government jobs program,
and by several Republican nmembers of the House Ways and Means
Conmittee, for purposes of testing a time limit on welfare ang
government jobs as a replacement for welfare benefits (tasting thenm
together, as well as separately}.

Discussion? It has been argued that dramatic changes in the
welfare system should ke tested on a smaller scale before being
implemented nationwide. As Ellwood {1932, p.25) notes: *[Wle
simply do not have all the answers about how t¢ transforn the
welfare system, Sericus time~limited welfare followed by last
resort jobs has never been tried. Even workfare has never really
been seriously implemented for this group. The strategy of phasing
in the new plans while learning about them will likely avoid many
costly mistakes and offers a far yreater chance of moving the
systes in an appropriate direction.”" He alsc notes that allowing
States te voluntarily design new programs and compete for Federal
dollars, rather than imposing a mandatory national program, would
lead to better implementation and more creative thinking. In
addition, State plans are likely to be bolder than a national plan
would be, as evidenced by some State welfare reform proposals,
whereas the "politics of the Congress and the uncertainty about the
inpact and appropriateness of various changes will force a national
program to be pale and cautiocus.® (In fact, Vermont's current
welfare reform demonstration, if approved, would inmplement & time~
limited welfare reform proposal, with a guaranteed community
service job afterwards.) Finally, given the potential for large
initial costs, with uncertain future savings, beginning with a
smaller number of States would permit bolder plans to be tried and
identify which are most cost-effective.

opponents of experimentation could argue that it does not radically
change the nature of the welfare system for most welfare recipients
and may vresult in nothing more than a limited number of
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demonstration projects. Proponents of immediate full-scale
implementation could argue that there is already considerable
raesearch on many aspects of the likely effects of a time~limited
welfare reform plan, with a guaranteed jobs component for those who
aexcead the time limit. For example, research ¢learly shows that
the provision of benefits reduces work effort (though there is
still debate over the magnitude of this reduction):; therefore,
ending benefits after a fived period of time is sure to increase
work effort. Similarly, research on welfare-to-work programs show
that such programs can increasge the earnings and reduce tha welfare
dependency of those who participate, suggesting that making such
prograns widely available during the first 2 vears of welfare gan
lead to greater self-sufficlency. Moreoveyr, evaluations of work
experience and public service employment progranms also show sonme
evidence of sugcess. Opponents ¢of the demonstration appreoach ¢ould
argue that the problems facing the poor are so gerious that steps
must be taken immediataly and reform cannot ke delayed for years,
while experimental programs are evaluated. Finally, full-scale
enactpent would not precliude experimental projects, which gould
test variations of the proposal and provide the foundation for
further refinements in the proposal.

In response to these arguments, proponents of the demonstration
approach could argue that existing research is inadequate to fully
. assess the proposal. For example, research on the relationship
between welfare benefit levels and work effort has been based on
differences in benefits between States or over time; some proposals
to time-limit benefits would eliminate all unconditioned assistance
after a certain period of time, something that has never been
tested. Existing research cannot ke used, with confidence, to
estimate the effects of elininating welfare altogether. Similarly,
the research on welfare«~to-work programs generally -shows modest
effects, meaning that many familles may be required to participate
in & community service Jjob. There is little evidence on the
effectiveness of such programs for most welfare recipients, and
there is even sope evidence that such programs can have negative
effects on some groups, €.49., adult nen.

advocates of experimentation could alse argue that fullescale
implementation could involve enormous start-up costs, as JOBS
funding would have to be siygnificantly ewpanded to provide for
assistance for the first two years on welfare. Ewven after the time
1imit is reached, significant costs could be invelved in providing
guaranteed government jobs. Given the uncertainty regarding the
cost-effectiveness of this approach, a demonsgtration approach woulad
invelve more limited funding initially and would provide cost-
benefit results for various approaches.

Finally, proponents of the demonstration approach argue that past
research suggests the need to be cautiocus of unintended =side-
effects. Indeed, findings from the SIME/DIME income maintenance
experiment, which sugyested that a guaranteed income might increase
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mparital breakup among welfare recipients, was partially responsible
for the defeat of the Carter welfare reform plan.

Tusues: All evaluations of demonsiration pregrams are subiject to
biases, some of which may be particularly seriocus in testing a
proposal that sets & time limit on assistance and regquires work
thersafter. Most important may be ¢the strong incentive for
recipients who lose their benefits to move to another jurisdiction
to continve collevting benefits. In addition, those participating
in 2 demonstration may not respond the same a way as they would %o
a permanent program and the results for one particular site may not
be generalizable to the broader welfare population. Finally, the
results would not reflect important interactions with other
antipoverty strategies, unless enacted immediately, such as
expansions in the Earned Income Tax Credit, universal health
insurance, and indexing of the minimum wage, unless they wvere
enacted nationally.

Ontion

Proposal: David Ellwood (199%2, Ppp.23=24) recently laid out a
specific approach for implementing a time limited welfare system
with a work program, which conbines elements from all four options.
Kis plan would be phased in by initially permitting a modest nunber
of States (up to a dozen) o implement bold welfare reforn
proposals, gradually adding other States over time, until all
States are participating. States would have flexibility in
implementing the various provisions, so that different versiong of
the plan could be tested., Key elements of his proposal include:

o States would be reguired to have policies to reduce the
fraction of welfare recipients who receive aid for 2 or 3
vears by at least 25 percent (or some other figure}, giving
the States considerable flexibility in the use of AFDC, Food
Stapp, housing agssistance and other welfare progranm funds.
The polic¢ies could include "alternative training programs,
ehild care, integrated services, child support enforcement
and assurance, altered work incentives, subsidized private
enplovment, aete.®

o States would be required to have a system for tracking welfare
recipients in employment and training activities and for
determining who is employable, giving them latitude in the
definition of employability.

o States would have to have some form of time-limited agsistance
for the amployables, after which some would be allowed o
adopt a CWEP=-type work plan, while others would implement a
*true time limited welfare followed by public/private Jobs
pregram."

o States would be reguired to improve their child support
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enforcament éystam, where some would be allowed to include
child support assurance in addition to strengthened
enforcemant procedures.

et A vomprehensive evaluation plan would be reguired for all
propesals (though there ig no definition of “comprehensive®).

Q Federal matches for these programs would héihiqh**in the range
of 90 percent or more.

Discusmion: The Ellwood proposal combines many of the advantages
of all four options. ¥First, it begins the process for a radical
restructuring of the welfare system, making it a transitional
program. B8y phasing it in, however, the initial costs are kept to
a ninimum and testing variations allows policymakers time to
evaluate key provisions and better inform other States on how best
to implement a time~limited welfare system. The project is likely
te be more successful, and reform proposals more far-reaching, if
States with the mest interest and suppert are allowad to implement
first, with the design of their choice, Furthermore, political
opposition is likely tc be reduced, if the number of proposals is
limited and include provisions for solid evaluation,

Ellwood (p.27) cautions: “Serjous reform which involves millions
of - the most .vulnerable Americans should, indeed nust, proceed
slawly at fiyst. The danger of missteps here are legion., There
are literally hundreds of key questions which must be answered.
We will never transform welfare by legislating national changes of
policies that have never been fully tried at the gtate level. Thus
we Wwill not be bpold if we try to move nationally too fast., Hore
importantly, we will hurt people and waste federal dollars.¥

Issueg: The propesal does not define what & rigorousg evaluation
methed would be. It is also not clear whether the plans would be
inplemented statewide or in certain political subdivisions large
enough to accommodate a rigorocus evaluation.



FIHANCING ISSUES

The cost of the welfare reform plan depends oritically on the
details of program design. Even when these are specified, however,
cost estimates would be very tenuous becsuse of the uncertainty
regarding how individuals and governments will respond o the new
program, and also because of the uncertainty over future aconomic
conditions. Thus, any cost estimate yedquires numerocus assumptions
and all such estimates should be interpreted as more suggastive
than predictive. This section will identify some of the key issues
which must be considered in developing cost sstimates, but will not
attempt to estimate the cost of any proposal.

DIRECT COSTS/SAVINGS
JOBS /AXDC

The impact on JOBS and AFDC costs depends critically on how the
JOBE program is changed for those on during the first 2 vears and
how the Zime limit is structured.

Mandatory ¥Frogram. Making the program mandatory for all non-
exempt recipients, l.e., a 100 percent participation rate, woulgd
dramatically increase the number of JOBS participants in the first
2 years «f the progran. Currently, approximately 504,000
individuals participate in JOBS in an average month. If mandatory,
this could swell to 3 million in an average month. Thus, total
spending on JOBS participants would rise by a factor of six and
JOBS spending itself by & factor of more than six, since currently
other programs {e.g., JTPA} pay for a sizeablse (but unknown)
portion of costs for JOBS participants and are not likely to
increase their contribution to JOBS., After 2 years, JOBS costs
would fall sharply, as most of those who received AFDC at the start
of the program are either off assistance or in the community
services jobs component., After this peoint, costs would depend on
the number of applicants to AFPL. This would, in the long-~term,
be less than the nupber of applicants currently, since many current
applicants have previcusly been on welfare and may not gualify for
assistance under the new program because they would have exhausted
their time~limited benefiis.

The impact of making JOBS mandatory on AFDC costs is unclear. Some
aptivities may reduce AFDC costs by helping individuals get off
asgsistance {or reduce thelr reliance on the program), while others
may increase them in the short-term, as individuals prelong their
time on AFDC to "invest" in the development of their human capital.

Limiting Exemptions. Currently, over half of AFDC recipients are
exenpt, primarily because they have a child under three years of
age. If this exemption is lowered and/or other exemptions are
loosened, this would expand the number of individuals that would
have t¢ be served under JOBS, both in the short-term and in the
long~term. - This change would increase AFDC savings at the two-
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year point, since a larger number of individuals would have
exhausted their time~limited AFDC benefits.

Expanding JOBS 8Services. If more JOBS component activities and
support services are reguired to be coffered statewide and/or new
activitiezs are added to the program, this would increase costs,
especially if participants are given greater latitude in selecting
activities and choose high-cost interventions.

Strict Time Limit for APDC. A program with a strict time limit,
e.g., & 2~year lifetime limit, is 1ikely to reduce JOBS casts
relative to a program with a loose limit that allows individuals
to stay on AFDC longer and therefore access JOBS services for a
longer period. Similarly, a strict time limit would increase AFDC
savings, since more individuals are likely to exhaust their time-
iimited benefits.

Immediate Implementation. Inmediate, full-scale implementation
would result in higher JOBS costs during the first 2 years than a
phased implementation, but would also increase AFDC savings at the
2~year point. Conversely, a phased implementation would result in
lower initial JOBS costs, but would also reduce AFDC savings at the
z~yeay point. In addition, JOBS costs would be higher after the
2-year point,

Community Services Jobs. There will alsco be direct c¢osts
asgociated with the community services jobs program, which could
be incorporated within the JOBS program. These costs would be
higher if & public service employment approach were adopted, rather
than a workfare appreach, since the wages paid to all those who
have exhausted their time -limit iz likely to exceed welfare
benefits in most States. Even in $tates where this is not the
case, costs would rise if recipients are allowed to retain their
benefits while working full-time. Of course, these costs would be
offset 0 some extent by savings not just in AFDC, but also other
Federal programs, such as Food Stamps and housing assistance.

INDIRECT COBTS/SAVINGS

The costs of many programs would be indirectly affected by a refornm
proposal that limited AFDC benefits to 2 vears of receipt and
regquired work thereafter.

Food Stamps

If the veform proposal implemented resembled the "workfare® model,
Food Stamp costs would rise for families that do not comply with
the work reguirements, as theixy AFDC benefits are reduced, but they
would fall for families that increase their earnings in response
to the reform preposal. If community services jobs are provided
that pay wages, Food Stamp costs would decline for families that
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receive more income from earnings than they did from AFDC, though
they would rise for families that refused to counply and received
no AFDC.

ELTC

A community services dobs program that paid wages could
significantly increase EITC costs, since the number of families
eligible for the credit would increase dreamatically. However, if
a workfare program is implemented, EITC costs would only increasse
to the extent that more faniiies left welfare for work.

Tax Revenues

The welfare reform proposal may also affect Federal, State and
local tax revenues, especially if the community services Hobs
segment pays participants wages.

FEDERAL MATCHING RATES

2 fundamental decision that affects not only the distribution of
expenditures between the Federal and State governments, but also
the overall level of expenditures on programs affected by the
reform proposal, is the Federal matching rate appiied to each
program.

Currently, JOBS is matched at several different rates and overall
funding is capped, Under the reform proposal, JUBS costs may
increase significantly. States may argue that the Federal
government should pay for all of the incremental cost of such an
gxpansion, because they have limited resmources, due in part to
expansions in mandated by Congress in Medicaid and the Family
Support Act reguirements. In fact, States are currently only
spending about two-thirds of existing JOBS funds and are unlikely
to spend more, unless required to by the Federal government,
Howaever, 100 percent Federzl financing of JOBS reduces incentives
for States to run effective programs. Ag Sawhill (1992, p.13)
cautions, *This change couwld alsc lead to waste and inefficiency,
as states may be less careful in spending and managing money that
is not their own." This could be especially dangeroue in the area
of community services jobs, since there would be little incentive
to create meaningful jobs. In fact, States may have incentives to
keep people in such jobs, since they can maximize the influx cof
Federal dollars and perhaps the substitution of jobs funded from
Federal sources, as opposed to State and local sources {(i.e.,
fiscal substitution). : :

In addition, if a time limit is placed on benefits, States may have
significant savings in AFDC costs that could be applied to the JOBS
program, but these savings would not be available for 2 years and
their magnitude would depend on the AFDC reduction, i.e., whether
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it is a sanction or whether ail AFDC benefits are reduced.

The ultimate decision regarding Federal matching rates ghould
probably depend on how much the current system is changed, If the
time 1imit on AFDC is a sanction, as currently defined, and i{f JOBS
is not changed extensively, the current financing arrangements need
not be changed significantly. However, if JOBS is substantially
expanded, a community services jobs program paying participants
vages is created, and if a significant share or all AFDC benefits
are eliminated after 2 years, the overall Federal matching rates
may have to be reconsidered, recognizing State fiscal limitations,
wnile also ensuring incentives for efficient administration.



OTHER ANTIPOVERTY STRATEGIES AND THEIR RELATIONSHIP
TO A TIME-LIMITED AFDC PROGRAM

A number of antipoverty strategies have been proposed as.
complements to time~)limited AFDC. Thig section reviews some of
these proposals, their advantages and disadvantages as stand-
alonge proposals, and also issues that arise if integrated with
time-limited AFDC.

LHILD SUPPORT ASESURANCE

Description. Garfinkel et al. {1982, p.S5} describe a child support
assurance system ag having three components: *ehild support
guidelines, which establish the ¢hild support award as a parcentage
of the nonresident parent'’s income; routine income withheolding,
which deducts child support owed from wages and other sources of
income, just like income and payroll taxes; and an assured child
support benefit, which provides a governmsent guarantee of a minimum
level of c¢hild support to the resident parent of a child legally
entitled to private support.® In other words, if the absent parent
cannct pay the minisum level, the government would make up the
difference. While many proposals differ on the details of a child

support assurance system, the minimum assured benafit per child is
around %2,000.

Discussion. Advocates of an assured benefit argue that it would
~enable single parents who work full~time even at the minimum wage,
to escape poverty. In addition, since most proposals offseb the
assured benefit against welfare, it offers ne net gain te the non-
working AFDC recipient, but does offer an increased incentive to
work, since the assured benefit (unlike welfare) is not reduced as

earnings rise. In short, it will ensure that those who play by the
rales are rewarded.

critics of the assured benefit acknowledge that work effort among
weifare recipients may increase, but that overall work effort may
decline, as the increase in unearned income for single parents net
on welfare reduces their incentives to work. In addition, they
argue that the assured benefit would significantly increase
government expenditures, with much of the spending going to nonpoor
families, and that it may increase the incidence of single
parenthood.,

Issues. An assured child support benefit of $2,000 per child
equals $333 per month. This ls larger than the AFDC benefit for
a three-person family in many States and is not much lower than
the $372 AFDC henefit in the median State. This means that a time-
limited AFDC program has very little meaning for many families in
many States. For example, in the median State, the AFDC benefit
would boe redused to $33, which means that fallure to work after 2
years would result in a very small penalty: in some States thare
would be no penalty. However, other AFDC families not eligible for



the assured benefit, e.g., those eligible for AFDC due to the death
of a parent or single parents who deo not have a child support
award, would be subject to the full penalty. This could be
perceived as ineguitable treatment. Finally, if the assured
benefit makes a family ineligible for AFIX, it also becomes
ineligible for JOBS: thus, even though its dependance on government
assistance has increased, the family has access to fewer services
designed to promote self-sufficiency. These issues must be
addressed if a time-limited AFDC program is to be implemented.

HIGHER MINIMUM WAGE

Discussion. Proponents of indexing the minimum wage argue that
wihtout indexing the real walue of the minimun wage would be ercded
with inflation. Even with an indexed ninimum wage, full-tinme
earnings for a three-person family would be § beleow the povertcy
threshold of § . Indexing the minimum wage would ensure that
the family would not fall further behind. If combined with the
existing EITC, the family would have an income of $ .

However, there is nearly universal consensus that increasing the
minimum wage, even if the increase is an adjustment for inflation,
would reduce employment opportunities. This effect would be
greatest for teenagers. HMoreover, critics of indexing the minipus
wage argue that it is not an efficient antipoverty mechanism,
‘because most workers who earn the minimum wage do not head
familieg, do not work full-time, or live in households whose total
income is well above poverty. As a result, the vast majority (over
80 percent, according to CBO) are not in poor families. Hence,
most of the benefits from indexing the minimum wage would not go
te the poor.

Issues: Indexing the ninimum wage would increase the cost of the
community services jobs program, 1f it is based on the public
service employment model, where participants are paid wages,
especially if such wages ayre linked to the nminimum wage. If the
proposal is based on the workfare approach, it would reduce the
nunber of hours AFDC reciplents must work in workfare poesitions,
if AFDC benefits fail to keep pace with inflation.

CHILDREN'S TAX CREDIT

Proposal. A proposal ennunciated in P 52 B irst is to:
"Grant additional tax relief to families wiﬁh ahildren. one way
to do this would be to provide a children's tax credit,

piscussion. Proponents of a children's tax credit argue that it
would provide assistance to all families with c¢hildren and would
not stigmatize the poor. Opponents of the tax credit argue that
it would be costly and would provide much assistance to nonpoor
fapilies, reducing the resources that could otherwise be used to
help the poor. In addition, it could reduce work effort.



SAVINGS INCENTIVES FOR AFDC RECIPIENTS

Proposal. A Clinton/Gore fact sheet identified raising the asset
limit from $1,006 to $10,000 for recipients to save for specific
purposes, such as Job training or college.

Current lLaw: The APDC asset limit is 51,000 Iin eguity value; in
addition, it is $1,500 in egquity for autonobiles.

The Bush Administration FY 1993 bhudget includes a proposal o allow
States the option of disregarding resources up to $10,000 for
recipients, but only if the State determines that any such
 Qisregarded resources are being retained for later expenditure for
a purpose directly related to improving the education, training,
pr emplovability {(including self-employment) of a family member or
for the purchase of a home for the family.

piscusaion. Allowing AFDC recipients to accumulate wmore in
resources is almed at reducing recidivism, i.e,, when & mninor
setback puts families back on the AFDC rolls. If AFDC reciplents
were allowed to accumulate more resovurces before leaving the rolls,
they may be able to remain off the rolls in the future by using
these rescurces. Extending the higher limit to applicants is often
jJustified on egquity grounds.

There is no empirical evidence on whether increasing the resource
limit for AFDC recipients (or applicants) would promote self-
pufficiercy. An arqument could be made that allowing welfare
recipients to acounulate more resources would reduce the recidivisn
rate and promote productive behavier (i.e., savings). Sherraden
(1581) believes that the current welfare system ig flawed because
it encourages only consumption. He argues that allowing welfare
recipients to accumulate asgets will "change the way people think
and interact in the world," making them more productive. However,
there is no solid evidence to suppart {or disprove) this asgertion.

However, a higher resource limit would also increase welfare
dependency by lengthehing welfare spells, since families would no
longer be disgualified once their resources exceeded the $1,000.
It is not clear how large this latter effect would be, since any
family that, under current rules, would be disqualified for excess
resources, could simply spend them on curvent consumption to avoid
being disqualified from the program. Raliszing the resource limit
would alsc weaken the safety net argument for welfare.

Expanding resource limits only for recipients ralses an eguity
issue, Whey should families that had acquired assets while on AFDC
continue to be eligihle for APDL, while other families that have
a similar level of assets while managing to stay off AFDC be
ineligible for AFDO?

Issues. Ralsing the asset limit in a time~limited AFDC program



may not have a significant effect, since most recipients would only
he allowed to receive aid for 2 years, although the potential for
asset acoumulation would be increased if the community service jobs
progran were based on the workfare model, where recipients would
continue to get aid., If the community service jobs program retains
the income and asset eligibility rules, however, this proposal
could extend eligibility for the community services Jjobs and
because such jobs pay more than AFDC, may enhance the ability of
individuals to save.

AFDC MARRIAGE PENALTY

. Current Law: Ellgibility for two-parent families in AFDC is
contingent upon the principal earner having a work history and now
working over 100 hours a wonth, .

Piscussions Some believe that the AFDC program discourages
remarriage, because the family would, in many instances, lose its
AFDC benefits. Some propeosals would allow single-parent famililes
on AFDC to retain all or part of their benefits for a period of
time if they marry. This is intended to serve as incentive for
parviage. There is no s0lid empirical evidence on this topic, but
the researych available does not suggest that reeipt of AFDC
benefits is a deterrent to marriage.

Issuea: What happens if a mother remarries just before her time-
limited assistance runs out? Can the intact family retain benefits
for a longer period of time?

EDUCATION/IMMUNIZATION REQUIREMENTS FOR AFDC CHILDREN

current Law: The AFDC progranm does not have pinimum attendance
raquirements for school-age children, nor does it reguire
immunizations for pre~scheol children.

Proposal: Some proposals would sanction the AFDC caretaker if the
family's children failed to meet certain school attendance and/or
immunization reguirements,

Discugsicn: The intent of these proposals is to lmprove long-term
self-sufficiency and health status by increasing the school-
attendance of AFDC children by reguiring them to mest minimum
attendance standards and getting necessary immunizations or risk
losing some AFDC benefits., These proposals are now being tested
by several States, but it is unclear what their impacts are.

Issuea: If AFDC is time~limited, these reguirements may lose their
meaning, unless also applied to those in community seyvice jobs.

EARNED INCOME TAX CREDIT (EXITC)



current Law: The BEITC was enacted in 1975 to provide tax relief
to loww~income taxpayers with children. As originaily enacted, the
credit equalled 10 percent of the first $4,000 of earned income
{i.e., a paximum credit of $400). . The credit was phased out for
adjusted gross income (AGI) or, if greater, earned income, above
$4,000, and was entirely phased outr for taxpayers with AGI of
$8,000.

The EITC has been nodified several time gince its inception. Most
recently, the Omnibug Budget Reconciliation Act of 1590
substantially increased the maximum amount of the basic credit and
added an adjustment to reflect family size. It also created twe
addicional credits as part of the EBITC, the supplemental young
child credit and the supplemental health insurance .credic.

For 1982, the bagic EITC rate is 17.6 percent for taxpyvaers with
one cualifying child and 18.4 percent for taxpayers with more than
one gualifying child. The paximum basic EBITC is $1,324 (17.6
parcent of $7,520) for taxpayers with one qualifyving child and
$1.,384 (18.4 percent of $7,520} for taxpayerg with more than one
gualifying child. It is phased out for taxpayers with AGI {(r, if
greater, earned income) above §11,840 at a rate of 12.57 percent
for each dollar of AGI over the threshold (13.14 percent for
families with 2 or more gualifying children}. The basic BITC is
completely phased out for AGI above $22,370. The income thresholds
are adjusted for inflation, Table 1 shows how these parameters
have varied since the program's inception through 1994.

Ynlike most tax credits, the EITC is refundabhle, i.e., if the
amount of the c«redit exceeds the taxpayert's Federal income tax
liakility, the excess i pabale to the taxpayer. Alsc, under an
advance payment system, eligible taspayers may elect to receive
the benefit of the credit in their periodic pavchecks, rather than
waiting to ¢laim a refund on their return filed by April 15 of the
following year. However, less than 8.8 percent of. taxpayers who
claimed the EITC in 1989 chose to receive advance payment of the
credit.

The supplemental child credit is availabe for c¢hildren who have
not reached the age of one by the end ¢f the calenday year., It
nses the same limits and phaseout range as the basgic EITC. In
1392, the supplemental credit equals 5 percent of the first §7,520
of earned income; the phaseout percentage is 3.57 percent. The
paximum credit is $376.

The supplemental health insurance c¢redit component of the EITC is
available for certain hsalth insurance premium expenses. This
supplemental health insurance c¢redit also has the same income
limits and phaseout range as the basgic EITC; 1t is & percent of
the first $7,520 of earned income and is phased out at & rate of
4.285 percent. The maximum supplemental health insurance credit
is $451., It is available to offset premiums paid for health
insurance coverage that inclindes one or more gqualifying children:
it may not exceed the household’s actual health insurance premium



costs. The supplemental health insurance ecredit is refundable,
put in not available on an advance basis.

proposal: Puttineg ¥ ] ix President~elect Clinton wrote
that the Earned Income Tax Qredit should be expanded "to guarantes
a “working wage® so that no Amarican with a family who works full-
time is forced to iive in poverty.®

Uiscussion: Proponents of expanding the EYTC typically ¢laim that
it would increase work incentives and strengthen families. There
is little ressarch on this subject, and economic theory provides
no olear insight into the direction of the effect on the low-
income population. The three ranges ¢f the EITC ~~ phase~in,
stationary and phase-out -- have different effects upon work
effort. ‘

A worker in the phage~in range {(earnings less than $7,520)
£inds that bhoth his net wage and income is about 18 percent
higher. 'The higher net wage provides an incentive to work
more hours, but the fact that income is highay at the ¢urrent
hours of work meanz that there is less need to work. Thus,
theoretically, the effect of the EITC in the phase~in range
is unecertain, although most empirical evidence indicates that
greater returns to work at low income levels stinmulate greater
work effort.

A worker in the stationary range (income between $7,520 and
$11, ) finds that his net wage is unchanged, but that his
income is higher by $1,3 _ (the maximum credit), which reduces
the need to work., Hence, in the stationary range the EITC
provides an incentive to reduce work effort.

In the phase-out range (income between $11,  and $22, 3},
the worker has a lower net wage because of the 1_ percent
phase~out rate}. However, his income is gtill higher because
of the credit. Both of these changes provide incentives to
reduce work effort.

Howevey, there is alsc a fourth group; those who would not be
working in the absence of the credit. For them, the EITC is
sinply a wage increase and their work incentives are
unaskiguously positive.

Since the EITC affects different groups differently, it is not
cleay what ite impact is on labor supply.  One empirical study
{Hoffman, 198_} of the EITC estimates that it reduced the "labor
supply of EITC recipients by Just over 30 hours a year." Since
there were about 9.2 million recipients in 1988, this translates
inte 276 million hours, or the eguivalent of 138,000 full-time
Jobs. Furthey, gince the average wage of those recelving the BEITC
wag $4.31 an hour, the reduced work &ffort due to the coredit
resulted in a.reduction of $1.2 billion in earnings. Since the
EITC cost $5.5 billion in that year, its net effect in raising
incomes was $4.3 billion. (This estimates does not include the



izmpact of the $5.5 billion cost of the EITC on the private
soonomy . )

It iz worth noting that although the EITC may not raise the incomes
of all recipients by the full amount of the credit, those receiving
the c¢redit are unambiguously bketter off, since they have nore
income than in its absence. Thus, if the overall wellbeing of poor
households is considerad more important than their work effortc, an
expanded EITC is an unambiguous improvement,

By increasing family incomes, an expanded EITC may reduce financial
pressures that lead to family stress. However, some familles may
have incentives to split, since doing so would allow them to each
¢laim the EITC {(assuning both pavents work and each has at least
~one cohild}l and perhaps receive a larger total subsidy amount.
While it is unlikely that . there would be gsignificant family effects
of this sort, the example shows that it is not clear the direction
thege effects may be,

Some argue that an expansion of the EITC achieves the same
objective of a minimum wage but does so directly and efficiently.
Even with the enacted mininum wage increase, they argue that an
EITC expansion is still necessary to help larger families with low
wage jobs escape poverty. However, the degree ta which EBEITC
benefits are targeted to the poor depends on how it is structured;
many proposals allow families with incomes well above poverty to
receive fairly substantial benefits. The problem with restricting
the bulk of the benefits to those below poverty is that the phase
out rate then has to be very high.

Perhaps the most convincing argument for an EITC expansion is that
it raises the well-being of participating families without cauging
major reductions in their own self-support. Taxpayers generally
support the subsidy because it rewards those who take steps to
support themselves. However, ag Gary Burtless has noted, expanding
subsidies like the EITC "will not save taxpayer dollars either in
the short run or the long run.” Thus, some argque that scarce
Faderal: resources would be better spent by addressing the problems
of the most disadvantaged and/or invested in initiatives that also
lead to reductions in government spending (i.e., are cost-effective
from a government-budget standpoint).

Some have expressed concern that the current EITC does not provide
greater assistance to larger families with greater needs. They
argue that jincreasing the c¢redit rate according to the numbey of
dependents would help protect larger families. Others note that
since the EITC is restricted o those with earnings and at least
one dependent child, only about 21 percent of all poor households
were eligible in 1586. Twenty~three percent had earnings but not
children, 18 percent had children but no earnings, and 37 percent
had neither earnings or children. To increase its effectiveness
as an anti-poverty device, some recommend extending the EITC to
childless families and individuals as well.



DEVELOP CHARTS/TABLES SHOWING HOW THE EITC WOULD HAVE TO
BE CHANGED TO LIFT FAMILIES WORXING FULIL~TIME AT THE
KINIMUM WAGE OUT OF POVERTY: SHOW NECESSARY PHASE-IN AND
PHASE~QUT RATES; ESTIMATE COST

Xspues: &hould the EITC be increased to raise gross income or net
income (i.e, less other taxes} to the poverty level? How.can
advance payments on a monthly basis be encouraged? Should welfsare
program income be counted as income for EITC purposes to improve
targeting and minimize the cost of the expansion? If EITC refunds
are significant, how can employers make advance payments?

The EITC is an earnings subsidy: it provides a pavment based on
the worker's annual earnings. One concern expressed about earnings
subsidies, such as the EBITC, is that they do not provide an
incentive to work harder for low wage workers who earn more than
$7,520 {the level at which the maximum EITC subsidy is payable).
Most proposals geared at expanding the EITC would provide
incentives primarily to these with relatively low earnings. People
whose earnings are above §7,520 {(or whatever other level is
selected) are made better off, but their reward for working longer
hours is unchanged.
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fPercénfage Distribution of the Expected

Total Time on AFDC for First-Time Female

AFDC Recipients and for All Women
Receiving AFDC at a Point in Time
(Annual PSID Data)

Expected Total Time | Women Beginning a | Women Receiving AFDC
on AFDC First Spell of AFDC at Any Point in Time

1 Year 20.9 | 3.4
2 Years 156 | 5.1
3 Years 10.0 4.8
4 Years 8.6 5.6
5 Years 6.2 5.0
6 Years 5.5 ' 5.3
7 Years 4.3 " 4.8
8 Years 3.7 : 4.8
9 Years 3.2 4.6
10 or more Years 22.1 56.6
Total 160.0 100.0
Average Years

of Receipt 6.2 12.0

Tabulations of the Zi-year Pane! Study of Income Dynamics




Reasons for Leaving Welfare

Women Who Entered Welfare Under Age 30
Using Annual and Monthly Data

Bl Annual
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éumulative Percentage of
Women Leaving Welfare

Women Who Entered Welfare Under Age 30
100 +—

&
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e
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Percent of All Recipients
Beginning a Spell of Welfare
[ ]

1 3 4 5 6 7
Years After the Beginning of a Spell of Welfare Receipt

Exit Probabilities and Cumulative Percentages of Women
Exiting Welfare by Duration of Receipt
; Cumulative % of
Duration (Months) Exit Probability - Women Exiting
112 559 55.9
13-24 32.1 70.0
25-36 214 78.2
37-48 29.1 84.5
49-60 209 87.8
61-72 _ 18.5 ' 89.8
73-84 205 | 919

Tabulations from the NLSY 1979-1989 (Pavetti, 1993
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Cumulative Percentage of
Women Returning to Welfare

100

Percent of Recipients Who Return

Years After Beginning of Spell OFF Weifare Rew

f Rates of Return to Welfare by Time Off Welfare
Time Off Welfare ' Cumulative % of
(Months) Rate of Return Returning
112 445 449
13-24 23.0 57.6
25-36 155 64.2
3748 13.8 69.1
49-60 7.8 715
61-72 13.0 75.2
73-84 | 6.6 76.9

t Tabulations from the NLSY 1979-1989 (Pavetti 1593)
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Selected Charaéteristics by Type of Welfare Use for
Women Who First Receive Welfare
Between Age 17 and 23

' (Percent of Total in Group)
. Short-term Episodic Continuous All New
Characteristic Transitional Use Use Use Recipients
High School Diploma 41.0 36.2 280 36,8
GED E X 5.4 34 ' . 45
No Recent Work
Experience 36.6 45.3 61.4 445

Basic Skills (AFQT Score; measured in standard deviations from the mean)

<300 to 1.50 8.2 151 314 15.1
148 to 050 300 40.8 39.7 38.0
049 to +050 368 36.1 231 340
+(,51 to +1L.50 22.0 81 4.5 132
151 to +2.00 32 00 1.3 16
Youngest Child Age
One or Younger 77.8 750 89.7 78.2
Never Married 52.3 64.8 BS.1 , §3.2
First Recelved Welfare |
as a Teen Mother 113 i2.7 208 134
Race/Ethnicity
African-American 264 414 83.7 40.3
Hispanic 6.5 93 5.4 74
White 84,1 49,3 312 823
Lives in Public or
Subsidized Housing .1 18.6 84 147
Region _
North 87 4 144 10.8
North Central 44.4 37.2 51.8 41.2
South 337 343 16.3 30.8
West 1.2 16.3 175 159
Percent of All ,
New Recipients 42,5 39.5 18.0 100.6
Average Months on :
Welfare Within Five Years | 11.8 42.3 60.0 328
Percent of Welfare Use 15.4 5.4 33.2 . 100.0

.

All characteristics are rwvasured af the beginning of the first spell of wellare receipt,
The AFQY score is standardized by age grous based on the scores of alf women in the NESY who tock the AFGT test in 3950

Tabdations from the NLSY, 19751958
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ISSUES IN A TIME-LIMITED WELFARE PROPOSAL

i1 his campaign, Presideni-gelsct Clinton pledgsed to reform waork and weifare in this
country, deciaring that:

it's time 1o honor and reward people who work hard and play by the rules. That

means ending weltare as we know i -~ not by punishing the poor or preaching to

thern, but by empowaering Americars o take care of their children and improve

. their lives. No one who works full-time and has children at home should be poor

anymore. No one who can work should be able 1o stay on weltars forever,’
To achieve these ends, Clinton promised to expand the Earned income Tax Credit, guarantee
affordable, quality health care, increass the minimum wage 10 keep pace with inflation, and
gxpand child support collections. He also vowed to convert weltare into & time-limited program,

whare the government would, "[alfter two years, require those who can work 10 go to work, either

irs the private sector or in community service; pravide placement assistance to heip everyone find
a job, and give the psople who can't find one a dignified and meaningful community service job™
{emphagis in original).

Clinton's praposal to convert AFDC into a two-year transitional program could reprasent
the most dramatic change in the program since iis inception in 1838. Effecting such a change
involves a substantial number of design issues, the most significant of which this paper exploras.
In going s0, the papar assumas passage of other key teatures of the Clinton package, including

the EITC, minimum wage, and child support retorms.
A. CRITERIA FOR EVALUATING WELFARE REFORM

Any welfare reform proposal has to be measured against certain criteria. In this paper,
we evaluate a time-Himited welfare program's ability to meet four criteria, each of which is

discussed bristly below:



Reducing Long-Term Paverty

The first and foremost criterion for any wetfare proposal is now well it witl reducs poverty.
Tha current system has failed to do this for two reasons. First, the level of bensfits provided is,
i mcw;t states, well bslow the poverty line. The average maximurn AFDC grant for a ong-parent
family of three is only 41 percent of the federal poverty threshold; even after receiving food
stamps, the family’s income is lass than three-quartars of the threshold.® At the same time, by
substantiaily reducing their benefits, weltare penalizes recipients who workin order to suppiement
their grant® The end result is that receiving AFDC banafits lifts few people out of poverty*
Increasing Self-Sufticlency ‘

{ne obvious sofution 16 the above problem would be ko increase AFDU or related bensfits,
bt thig solution rung counter to the value of self-sufficiency. Many Americans value waifare whan
it provigdes trahs?tie nal support to help famities become seif-sufficiant, but tew do when it bacomes
a long-term substitute for work. Thus, anoihar goal of reform sheouid bs 1o restruciure welfare to
do more of the former and less of the latter. The prasent system does serve a transitional
function for many recipients. A 1986 study by David Ellwood shows that almost half of new
racipients ie;ive AFDC within a couple of years.® Even when subsequent returms are cansidered,
a third of recipients spend i9ss than two years on wellare and half less than fowr (See Figure 1}

AFOL also provides long-temm asgsistance for a substantial portion of recipients. Eflwood's
study found that 65 parcsnt of thoss on AFDC will end up receiving bensfits for a fotal of eight
years or more; all those on AFDC at a point in time will end up with average stays of 11.6 years
{See Figure 1}.7 This assistance takes the place of sarmed income for a large majority of
recipients; fow are involved in the work force. Only 6.7 parcent of recipianis report that they are
working at all (2.5 percent full-tims}, and over two-thirds say that they are neiﬁzar seeking work

or attanding school or training. While these reports may understate the extont to which recipients
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work,? thair iabor force involvement is much hslow that of American women with children in
general®

Improving the Weil-Baing of Children

Increasing the labor force involvemant of women on welfare may well turn out to be either
a plus or a minus for their chiidren. To the extent that parents become economicatly self-
gufficient and families escape poverty, chikiren may benefit. Even if tamily incomes do not
ncrease, according to some racent sticlies, eamed income :may have more bensficial effects for
children than walfare. At the same time, children may tare worse, if the day care they receive is
inadaquats, if thers is insufficient bonding with a parent during infancy, or if the stress of working
interferes with good parenting.’®
Containing Program Cosis

As with any program, issues of cost are critical.'’ The current debate over welfare reform
takes place m the contaxt of widely exprassed concarn pver the size of the faderal deficit and a
backlog of other domestic needs. it also ccours at a time whan AFDC rolls and costs are
increasing significantly.” Thus, any reform should be designed to maet the above critgna in as

cost-affective 2 manner as possible,

Convarting the present weltare program to a two-ysar, time-limited one raises a number
of vary important issues. The most important of these are: who should be axpected @ work,
whare should they be expacted © work, and how strictly should any work requirement be

anforced.
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WHO SHOULD Bk EXPECTED TO WORK

The JOBS program exempts frorm s work requirermnents g substantial portion of the single-
parent welfare population, inchuding those who ara ifl, incapacitated, or of advanced age; needed
at homs bacause of the lliness of another household membaer; the parert or other relative of a
child undar 3 {or 1 at the discretion of individual states): employad 30 hours or more a week; a
chiid under age 16; at ieast three months pregnant; or living where the program is not available.
it also provides that a parent or other rsiative caring for g chikl under ags 6 may not be raguired
to work more than 20 hours @ week.”” A fundamental question is whether a Bims-limited welfare
system should exclutie these same groups or others from ity two-year limitation on the receipt of
benefits. |
Exsmptiong

‘"‘meta are several reasong for exsmpling these same groups from the two-year limit.
First, some may simply not ba able to work. This group would include peopie who are i,
incapacitated, or tamporarily disabled.™

Second, exempling soms parents may ba critical to the weil-being of thair children. Where
children are newborm, ifl, or disabled, receiving full-time parental care can be very important, and
socigty may want to help parents provide fuli-time care ursti the child becomas older ¢r the liiness
or digability subsides. In most cases, the exemptlions granted for recipionts in these two groups
wolid be termporary.

Some will interpret sxtending welfare in the event of pregnancy’® as encouraging the birth
of morg children into poverty. One respanse to this concem would be to provide the exemption

only once,
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A final, and potentially critical, reason for exempting some recipients relates to service
capacity problsms. Many stales are sxperiencing substantial difficulty coordinating services for
their JOBS clients, and some providers have reached their capacily for new participants,'® #
{ongress enadts a timedimited welfare system without any exemptions, these same states and
providars would have to coordinate and provide services io many times the number of recipients
they now serve inadequately under JOBS." This would, no doubt, iead to even greater
problems than now, thraatening to grind the new system 1o a halt.

One way to addrass the service capacity problem is to afiow a lengthy phase-in period for
implemanting the new program. This would give states much-neaded time to develop the
systams and rasourcas 0 provide services to a vastly expandsd number of new tecipients.
Angther option is to include in the time-fimited program only & distinet subgroup of the waifare
population, such as new, first-time racipients. This new program could be run strictly, with fewer
exemplions or extensions, if there were the assurance of sulficient program resources for the
fimited number of parficipants. As stalss increased thelr service capacitiss, they could sxpand
the program o new subgroups, such as families with older children or recipierts who have been
on the program bayond g certain number of years.

Rawa§ar compelling some will find the arguments for generous exemptions, othars will
contend that aliowing them will make 3 time-limited wsitare system little differant from eartier,
largely unsuccessiul wallare-to-work efforts.  in their opinion, the new program will not
communicate a clear message that wellare is a transitional, rather than long-term, source of
support if it eiempts at the outset a significant proportion of recipients from the time funils —~ even
if only temporarily. Critics will maintain that the presence of exemptions will allow many recipients
td avoid work for severat years.'"! Thay will also argus that the exemptions absolve states of

the responsibllity for developing sufficient programs and resources to move a largs number of
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rgcipients off tha rolls and into work. Even if Congress decides, for whatever reason, to permit
examptions, this criticism of them requires that ths new program ciearly delineate their tarms and

timme frnits,

‘Extensions

A related issue is whether racipients shouk he abie to receive benefits after the end of
the two-year deadling, primarily in order to allow tham more time {0 finish coursework for an
educationg! dagree or complets a job training pragram. Indsed, given their extensive educ'azianai
and training needs, some recipients may nsed more than two years 1o secure the skills to becoms
sconomically self sutficient and escape mvérty. By all accounts, long-tarm welfare recipiants are
a very disagvantaged population, Forty-thres percent have less than 12 years of schooling
{compared to 12 percent of all women), 56 percent score more than one standard deviation below
the mean on the Armed Forces Quailfication Test {vs, 17 percent of all women), 81 percent have
low self estaem (vs. 30 percent of all women), 34 parcent have not worked in the past § years
fvs. § percant of all women), and § percent have a health problam that provents them from
working (vs. 2 percent of all women}.'

Daciding whether to permit extensions is made harder by the absence of solid ressarch
on what to expact from a full two yaars of intensive education, raining, or work expariences. This

is pecause most of the sarlier waltare-1o-work efforns that have been studiod were short-term ang

‘focused on job placement, rather than human capital é@?@iopment?" The morg recent state

JOBS programs have gensrally tocuss;d morg on education and training, but they have nol been
in operation long enough to study their impact after more than a year®

The studies do give a laily consistent picture of the impact of shorter work-fo-weifare
programs. Thay show thal these programs tend to produce statistically $¥§niﬁcant gaing in

earnings, primarily from increased hours workead, rather than higher howly wages. These extra
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earnings are modest, howaver, resulting in few wellare exits. The initial gains seem to remain
ater thrae years but do not necessarily incregse in each succeeding year. Ths studies do not
indicate whether these modest gains will increase substantially with the more extansive sducation
or training that would, presumably, be available in the new program.®

Uniass carefully circumscribed, permitting extensions may send the same mixed message
about the rules of the new sysiem as allowing exemptions, To minimize this effect it may be
necessary o permit BXiﬂﬁﬁiOﬂS‘ for echucational or training reasons only for a specifisd time in a
imited number of cases, whera, in the judgment of a case worker, they would improve signifi-
cantly a racipient's prospects for sel-sufficiency.
Lifstime Limitation

Prasident-gigct Clinton's proposal does not indicate whasther the time limits on receipt of
weltare will ia's‘t for only a particular spell or for an entire lifetime. The program’s designers must
do so because of the fikelihood that many who leave a time-limited welfare system will face soms
financial hardship and turn again to AFDC for support. A substantial proportion of recipisnis who
exit the current program end up retuming; in his 1988 study, David Ellwood found that 40 percent
of previous welfare recipients have muitiple spelis of AFDC raceipt.® in a demonstration
pragram (Project Match) providing employmsnt assistance o long-term welfare racipients from
the inner city of Chicago {an especially disadvantaged group), researchers from Northwestern
Liniversity found that, aven when racipients are placed in jobs, most of them {70 percent} loss or
logve their jobs within the first year and many {40 percent) within the first three months.™
According to these researchers, the major reason for this high tumover was not a lack of job
skills, inability fo find day care, or the availability of welfare as an alternative but rather the
ditficulty that recipients had adjusting to the sxpactations of supervisors, co-workers, or customars

in the predominantly service sector jobs where they were placed.”™
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:;éf;' Altowing routine retums to wellare could well defeat the goal of encouraging seif-
!suéfzc iency and make a time-limited program little different trom the present one. Not providing

%*at least some transitional support could, however, put children at risk of privation. The system

1

zmght still alow some short-terrn retums, while maintaining #s integrity, First, a recipient who
;:*: leavas before the end of two years could return and still have time available. Indeed, this option
i:;i:might BRCOWYaQe soms recipionts to move through the system quickly, thereby retaining some

f‘}.ﬁma for tuture short-term emergencies. Second, the naw program could provide short-term
3 su;szpaﬁ but only on the condition that someonse work in one of the residual jobs created for recipi-

, ents Third, somegne who lofi welfars for work couid be allowed o "earn” future months of
5

‘g\‘;‘.benafrts for cach year spent off AFDC.

¥ ’ THE JOBS PROGRAM

h‘

v Hopefuly, with a good aducation and Irgining program, a substantial number of recipients

:i
“will leave AFDC for competitive employment by the end ot the transitional period. Givan how long

i
:fmost recipients ramain on AFDC now, however, many will siill not have found jobs after two

N
[t

i years.” These are several possibla responses to this:

" ' {1} Congress can establish a massive public jobs program o employ those who have not
found obs.

fee

U . {2y ltcan, instead, require that unemployed racipients work in a community service job.

; {3} it can encourage increased private employment by subsidizing wages.
,/ {4} 1t can do a combination of all of the above.
i, {8) I can do nothing.

:“‘:;_'5 Foliowing is a brief discussion of each of these options.




A Public Jobs Program

in argcent book, Mickey Kaus proposes just such a public jobs program s a replacement
for the current welfare system.” Public jobs would be available to all racipients and others who
are unemployed. Wagés would be set low anacugh to affectively ration jobs to those who neaded
them most and eliminate the need for targsting, Kaus estimates an overall net cost of the
program of betwaern $43 and $58 biilion,

Relying solely on jobs in the public sector has substantial disadvantages. First, it can
proguce boondoggies or make-work projects where the vaiue of the work performed is marginal.
Second, as Kaus's figures show, the process of organizing and funding new projects for large
numbers of people s expensiva.® Third, it relegates disadvantaged people to special job
ghettos, where they have litie chance to move into the vast number ot unsubsidized positions in
the private sector that may help them eascape poverty.

CWEP

Those who have not found iobs at the end of two years could be required to paricipate
in a comimunity work axperience program (CWEP) as a condition of receiving further public
assistance. Program participants would be paid the sguivaient of their past grani, contingent on
their working a centain number of hours. T:?za number of hours worked would be determingd by
dividing the grant amount by the minimum wage or a higher figure.®

in recent isgislation proposed by U.S. Senator David Boren and vetoed by President Bush,
Congress adopted a damonstration program o be implemented in four urban areas and two
states.”® Under this legisiation, public work projects would be established for three groups:
unemployed, non-cusigdial parents who are in arrears on their coun-ordered child support,
racipients or parsons at risk of being recipients of the AFDC-UP program, and racipients of AFDC,

AFDC recipients amployed in these projects could ba raguired to work up to the number of hours
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f;-'{?zsz federal or state minimum wage’' Those who workad off their benefits would receive a

-
L

}bonus squal to 25 percent of the average amount of monthiy AFDG benefits in the state.

This CWEP or others would be significantly less expansive than a massiva residual pubtic

H

jobs program. While the likelihood thal CWEPs would be dead end jobs is high, that unattractive

Z{Ijat%ractive.

feature may encourage recipient efforts to utifize raining and job placement efiorts in order
*‘1 avoid ending up in a CWEP. h would aiso make applying for welfare in the first place far fess
bEN

B

f!:t 1

i’;}écipients will do will be make-work of fittle value; that the positions will probably not svolve into
o |
e

The arguments against CWEPs are numerous, Critics comtend that much of what
Si

:’_i'ieal jobs in either the public or private sector or enable recipients to become seif suHticiant or
éscapa poverty;* that the costs of administering the program will be high compared to the
;ﬂ Subsidized Private Jobs

N
b
¥
1S

ffjsums axpanded on recipients; and that the low wages may undercut the pravailing wage for
. similar work in the community.®

A third alternative is to pursus a subsidized private jobs placement strategy {perhaps

ik

rotgining a smaller residual public jobs program). Private employers Could be offered deep

.-subsigies initially -~ perhaps 100 percent in the first year of employment and 50 percant in the

[

s
b

” second -~ conditionsd on their willingness to provide training or axtra supsrvision for former
waliare recipients.® Large employers could also be encouraged to make a commitment o hire
’5:*,;', and train disadvartaged people as part of thelr social responsibility to the farger community.

#

(}zz nlinued amployer eligibility for the subswdies could be conditionsd on evidence that the program
;was not being abused (a8 a sourcs of cheap labor) and that a reasonable proportion of

R
Jed

.’ O )
. subsidized hires (perhaps 50 parcent} was making the transition to unsubisidized employment in .
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the same firm at the and of two years. Qutright replacement of existing employees by subsidized
workers would, of courss, be prohibited.

The subsidized private jobs strategy has its problems. Take-up rates might be low,
Concems about the preductivity of formar AFDC recipients, excessive papsrwork, regulation, or
fear of discrimination suits could weaken employar intarest in such & program. Transition o
unsubsidized amployment may never occur.  Private employment options in some spots, such
ag depressed rural commonities, may be few, whether subsidized or not

Combination Strategy

A ieuz:th option is {o combing the private, subsidized employment strateqy outlinad above,
with a smalier public jobs program and CWEPs, Under this option Congress would appropriate
funding for a specified numbar of public jobs that will be open to recipients, with soms being
reserved, perhaps, for non-custodial parents who are unempioyed and in amears. (ongress
would also appropriate furds for a specified number of private jobs. States would then establish
CWEPRs to fill the gap betwesn the number of pubiic and private jobs created and the totat
number ngeded.

This option would avoid the potentially very high cost of a public jobs-only approach. It
could offer many recipients maore meaningful an;pioymem optians and a beller spportunity to
escape poverty than a CWEP-only strategy. It could improve employment altematives in areas
where 2 private smployment strategy is not feasible. The program could alse be designed
according to the particular circumstances of local communities.

Mo Jobs

Congress could alse dacide to have no residual jobs program or CWEP.  U.S.

Representative Vin Weber and othser Members of Congress recently proposed lggisiation that

provided for a four-year lifetime fimit on welfare.™ The bill did not provide for any residual jobs
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program. At the end of four yééf‘s, those who wero still not employed could continue 1o receive
Food Stamps and Medicaid, but not AFDC,

Extension of the time limit to four years, instead of two, would mitigate the potential for
hardship trom ending welfare without offering a residual job of soms kind, Presumably, with two
more yaars than in the Clinton plan, many more recipients would end up employed. Nonetheless,
the potential for hardship without a residual jobs prograrn may still be seen as o great, even

with a four-year time limis.

ENFORCEMENT

Linder any of the options discussed above, except the {ast one, reciplents who have z'wz
found work by the end of their time on weifare will have residual jobs that they ¢an do. There will
he soms recipients, howsavar, who will refuse to work at all or who will perform so badly that they
will be fired. Those designing a time-limited welfare system must determine what 1o do when this
happens,”’

The JOBS program imposes some sinor sanctions on nen-complying recipients, and
these couid be continusd in a time-limited program.  The program allows states to reducs by one
the size of the household for the purposes of computing the amourt of a bousehold's AFDC
grant. (In most states, this reduction would amount to $60 or $70 par month.) & also provides
for protective or vendor paymaents, instead of payments 1o the sanctioned parent. in the case of

a first offense, this sanction is imposed until the failure to comply ceases. For the second, it is
imposad that ong or thrpe months, whichever is longer, and, for the third offense, untd non-

compfiance ends or six months, whichever is longer.*®
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Designing a systam of sanctions seams to run info an iresoivable contlict between
concams for the immediate well-being of childran and the integrity of a2 time-fimited program.
Continuing benefits after the end of two years and afier the parent has refused or failed to work
wolld seem inimical to the very concept of a time-limited welfare program. Al the same time, the
fikelihood that children will be exposed 1o privation would be very high i gl support snded.
Whather providing housshoiis with mors imited benefits, made as protective or vendor paymeants,

would properly meat both concems is unclaar.

OTHER ISSUES

Child Cam;

The JOBS program requires that participants raceive ths child cars benefits they need to
participats ini the program; indsed, in certain circumstances, recipiants need not paricipate
unlass child care is quaramaed. The act also provides for up to twalve months of child care
bengfits if necaessary for the empioyment of somsone who has isft AFDC because of gxcess eam-
ings.® i continued, these pravisions will provide soms suppaort for recipients seeking jobs in
a time-limited welfare system. There are, howgver, remaining concems about the quality,
availability and cost of child care - concerns that woul increase if more people were ieaving
waifare for work.”® The problem of child care may be best addressed by looking at the needs
of not just those on welfare but of all the working poor. For instanca, ons rasponse may be a
substantial expansion of Head Start to inciude all low-income childran down to age one or two.

Another may be to increase the fevel of child care support overall tor low-income workers.
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Federal Financial Support for Teaining and Education

To have any hope of improving the self sufficiency of long-term weitareg recipients, a time-
limitad weltare program must do much better than the current JOBS program, A rgcent study of
the JOBS program in ten states conciuded that "stales have comes cioser 1o méeting the letter of
the law than the spirt of the law. For the most part, the hope that states would use JOBS
implementations as an opportunity to signal a changs in the mission of walfare sysiems or to
radefine the social conlract has not been realized.™' This study found that almost all of the
states were serving little mare than the minimum riumber of non-exempt reciglents, which was
only 7 percent during federal fisca) 1991.% States are also drawing down only about half the
federal funds available to them.® ;

Improving state performance raisaes two important issues. The first relates fo how mugch
Congress should appropriate to fund the training, education, and child care needs of thoge
participating in a timg-limited welfare system. Congress has appropriated varying amounts for

the JOBS program for each year, including $1 billion in fiscal 1993, $1.1 billion in 1994, 31.3

billion in 1965, and $1 biflion in 1996 and thereafier.™ While states have not been using all of

this money,” they wili still nead several times the current levels appropriated 1o incrgase by five-
or ten-fold the number of recipients they sorve.*

The sscond issus periaing to the matching rate for stalss. Uniesy the perceniage share
of the federal govermnmaent is increased, states may continue to draw down far fewsr federal funds
than needsd for eftective operation of the program, Congress could remove the state matching
requiremant aitogether. While this would provide fiscal relief to states, it would also take out of
the system ﬁ;a $500 million or so states are now putling into it. This change could aiso lead to
waste and ingfficiancy, as states may be jess careful in spending and managing money that is

1ot their own,
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CONCLUSION

Stepping back from all these detalls, it is possibie to see the different shapes that the
Clinton proposal could take. Al one extremse would be a program that is administered strictly, with
a limited number of exemptions and no short-term axtensions. Benefits wouid end for ail, with
0o exceplions, at the end of two years. The two-ysar period would be g fifetime one, with no
possibility of a resumplion of benefits.

At the other extreme would be & program similar to the cureent JOBS program, 1t would
aliow substantial exemptions, with extensions routinely granted for recipients to finish schooling
or training, Nonexempt recipients would be required to snroll in a CWEP at the end of two years.
The currant JOBS sanctions would be extended for poor work performance, with families
raceiving lower payments, possibly through a protective payee. Recipients who left welfare for
work could retum, perhaps after a minimurm time oft the program.

Somewhers in between would be a program that would allow one-time, shortderm
exemptions and exiensions unger cleary specified circumstances. Tho two-year period would
ba a lifetime one, with reciplents only beaing able 1o return to a8 CWEP pasition. Those who got

( fired from a CWER would receive substantially lower benellits, and then only for a limited time,

Whataver option was chosen, it could be phased in more or less raptdly. Ending weltare
*as we know if" can be githar a short- or long-term goal. Soma will argue, for exampie, thatitis,
a goal that can only be achieved once an adegquate system of child care and assistance for the

working poor are tirmly in piace.
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in most states and localities the JOBS program is se poorly coordinated, that there
is little or no possibility that issues of finance and goals in basic education can or
will be addressed, or that basic sducation services will be deilvered in a way that
will provide most participants the assistance they need to become saif-sufficien,
Chisman and Woodsworth, The Promise of JOBS, p. 88,

For tigures on the service levels of states see the saction on "Federal financial support
for training and education,” at pp. 12,13.

For instance, in a two-year, time-iimited system with the present exemptions, a pregnant
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ability of programs to place racipients in jobs will be of increased importance.

Efiwood, "Targsting,” p. xi,
Cisani, "High Job Turnover”™
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Amaerica Works, a for-profit company, helps place recipients in privale employment. The
company is reimbursed by the state for each recipients it has placed in empioyment for
a minimum period of time. In 1980, 90 parcent of the recipients placed into employment
 liaw York State wera stil employed after & year, Ellen Graham, ~Off the Dole,” The
Wail Straet Journal May 18, 1980,

According te David Eliwood’s 19886 gtudy, 93 percent of peopia on AFDC ata miﬁt in time
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The current JOBS program permits states to institute CWEPS as one employmenttraining
option for recipients. Under JOBS, the amouni of howrs worked during the first mine
months is determined by dividing the size of the state grant by the larger of either the
fedaral or state minimum wage. After ning months, the divisor is the larger of the
minimum wage or the average wage paid individuals doing the same wark for the
employsr. 42 U.5.C. 682{H{1)(B).

H.R. 11,

The tegisiation further provides that, if an individual chooses to work additional hours, the
individual must be paid at either the prevailing wage or 125 percent of the greater of the
fodoral or state minimum wags.

What httis evidence exists on the long-term employment impacts of work axperience
pragrams is not encouraging. See Gueron, Welfare 1o Work, pp. 165-167.

Even it these drawbacks ars addressed, substantial problems exist because of the huge
disparities in AFDC benefit isvels among the states. Thess disparities may undercut
efforts 1o build broad, national support for CWEPS, As authorized in both JOBS and the
vetoad agislation, CWEP participants in states that pay higher benefits will have to work
sgveral times as many hours as those in siates thal pay less. indsed, those in a state like
Alaska may need to work fuli-time, while those in Mississippl only a few hours a week.
To address this inequity, racipients could be required to work the same number of hours,
regardiess of stals benefit loveis. This would, however, produce another subsgtantial
inequity, because the effective "wage rate” for those in low-benefit states would be only
a couple dollars an hour. One possible design that would minimize these inequilies at the
extremes woulkd be 10 requira racipients to work up to & maximum numibsr of hours or the
amount of AFDC benefits and Food Stamps divided by a specified wage., This would
reduce the substantial disparity @1 hours under the first proposal, while raising the
"gHective wags ralg™ unger the second.

Under the existing JTPA program, employers are typically reimbursed for haif of an
gmpioyes’s wages under an QJT contract which can be for varying fengths of time,
According to the GAD (1832}, thers have been some abuses of OJT contracts. On the
other hand, OJT has besn one of the most succassiul training strategies according to
evaluations of the JTPA program. Howard S. Bloom, Lary L. Qlds, George Cave,
Stephen M. Bell, and Fred Qoolittie, Tha National JTPA Study: Title II-A Impacts on
Earnings and Emplovmant at 18 Months (Bethesda, Md.: Abt Assogiates, Ing., June 1882).
v 1990, during a four-month ryout period, America Works paid smployees $3.75 an hour,
while biiling smployers $6.50 an hour to cover wages, benafits, and the cost of monitoring
and support. This cost wag, on average, $1.00 an hour legs than the ordinary payroli
costs o employers. Graham, “Off the Dole.”

For instance, a public works program may be more successful than a private subsidy
program in & depressed rural grea, but less successful in an urban area with many
potential private employers. Low-benafit states may prefer public jobs to minimal CWEPS,
whils high-benefit ones may prefer the opposite.
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it would obviousiy ba bast if the {raining and education were so good and the jobs and
support so altractive that everyone succeeded in the work world after leaving wellare.
Given the axpgrience of some programs, such as Project Match, this will ot be the
gxperience of all recipiants. As a rasult, the very difficult issue of sanctions much be
contronted from the very start, '

42 U.E8.C. B02(a)(18)G}.
42 US.CLg1A).

For instance, there simply may not be sufficient quality programs available to serve young
children. Since passage of tha FSA, some states have encountered problems providing
child care to the non-AFBC working poor. See Jan L. Hagen and rene Lurie. Implement-
ing JOBS: Initial Stale Choices {Albany, N.Y.: The Nelson A, Rockefeller institute of
Govermnmaent, 1882), p. 88, While raising & question of horizontal equity, these problems
may also foreshadow difficulties ghead if the demand for care expands significantly.
Thars are also questions about the agility of statas to afford the substantial cost of child
carg for recipiont tamilies.

Hagen, Implementing JOBS, p. 141,

Presentation by lrens Lurie at convantion of the Association of Public Policy Analysis and
Management, Denver, Colorado, October 28-31, 1882, The minimum number of non-
exempt recipients that must be served increéasas by stagses from 11 pereent by the
beginning of federal fiscal 1393 to 20 percent by the beginning of fiscal 1896, 42 U.B.C.
BO3NH{II(A). Sinca many recipients are exempt from JOBS, the proportion of all recipients
that are in the program is substantially less.

Luris pregentation; Hagan, jmplamenting JOBS, pp. 51-52; Ways and Means, pp. 6§20-
621, lable 3.

42 U.B.C. 602(k){3).

in 1981, federal spending on JOBS lotaled only 85 percent of the $1 billion in appropriated
funds. Ways and Means, o. 700.

Estimating with some precision the amount of extra funding that will be necessary goes
far beyond the scops of this paper.
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INDEPENDENCE PLAN
mlﬁﬁlmgmmm

WORK NOT WELFARE will be the nation's fint weliaze reform ther recuires
work end placed 2 limit oo how long en individual can recetve welfare benefin,

e e B e

® : aothe
Mwwhmm&m&mmm

WORK NOT WELFARE will provide temporary cosh amistance, training, child
"easz, health care, trensportation, end employrent uipport o enable welfare

n individual appiving for AFDC benefies signs 8 conteact pledging w
o o bt e

'W”hw@ﬂ«mhm

immmmmhmhzmmﬁkm«
in a public job in exchange for benefin.

B Afeer 2 years, cash benfim end.

W Taansirional heeifits — child care and health care = concinue for one year

after cash berefis end. |

B Public and private employment will be generaned theough s prrtaesship

. berween local ccanmumities and govemment, with strong

- participation by county govemment. {

!
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WORK NOT WELFARE complements other Wisconsin welfere reforms that
mwmmqamm

wwdhl”?, education and provides
0 TuECY

%MM&M&&&;&@ﬁﬁ payments by
equirtng noncustodial to receive job tealning experienos
wmbmﬁg

dewmmdmmm
dlsincentives to mantiege in the AFDC program and discounages kids from
having kids.
M‘IMMWMWQIMW

WMWMMmmwmwmm
ARDC berefits,

mwm-m.wmmkmwmmmm

" *ln s WORK NOT WELFARE mwwwﬂ
recibienss a kb, Néamm,ww mﬁ
du:m#m Time will be of the exsenice, and bethe
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WHY REPLACE WELFARE!
Fummnh B3 wayof lfe.
18 The AFDC ayses: haw o thme b

I At sy ghven poiot i time, by Ave percent of APDC recipient are
individunls who will iend eight yeass or mooe on welfive,

Welfure does not reduire work.

B The current APDC cach payment is  arsight emanslér of incame
families, with 0o recipeocal cbligation. ™

.mmmmmm nRORTIen
B Pyrticipation in the JOBS peogram & not mroediate or univessal.

IM#mmem&wmpm&d
inmmummmw |
leﬁm@uu&W&yhm&W

v
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' | AWELFARE REPLACEMENT PLAN

WORK WELFARE will be a pilot prajac tn cne cr two Wisconsin
m}gdwm“tmﬁ?mﬁnwmﬁmw&ha
long-erm eptitiernent o a shoxt-term tarwitional program.

The w@wmmmmwm&zmmw
mﬁdmmmﬁmmmm&m

1) Mandsaniey Wesk Requivernent

B Able-bodied must ek for benefits,

M3 Benefins padd bused onx number of houss workad.
2) T irsioed Cash Benefite

B INDEPENTENCE AQOOUNT pays eash benefits for no longer than 2
years in 2.4 year pericd

M Food Stamps peid s part of cash benefit,
3) nmndve Teaining and Exployroent Servios
lMﬁmm&M@MmWM
4) Guarentped Child Cere
| | wimmmdnwaw
I%MWWW&W who need child

]
b
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S)WM

é wwm
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7 msmmm

lwmhmm services of
mmmwﬂ&m w&hm&r
chbein v

Pprieinant wﬁm%amw the first month of
sligthility and agree (o an employrens the month, participent
mmmum&zmwm

u hlﬁm—mwmumﬁm&dmm |

mmﬁ& umd\pmﬁmh

:wnmwmmhwmam
~M&Mmﬁﬁwﬁ&h&dmhwmdw?
mwmmwwwmm $425

H w |

jlwmm\rﬁh%hanamﬁwd&
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m&wa& for Benefits Requirement
CASE 1 —One Adult and One Child
fodSane 813
TOTAL §391
4591 /$4.25 = 139 bourwimonh
@mwmm-n

Mmmszmwm

CASE 2 = One Adslt and Two Children
TOTAL 578
$729/$4.25 = 172 houy/month
172 hounjmanth /4.3 seeknfmanth = 40
'WORK REQUIREMENT: 40 HOURS/WEEK
CASE 3 —One Adult snd Thre Chiden
| AFDC $617
367479425 = 206 bounimocsh
' 206 hounyenonth /4. weeksfmondh = 48
mmmm 40 HOURS/AVEEK
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CASE ¢ — Tiwo Aduls and Two Chikden

AFDC - 8617

B £257

TITAL sa1¢
$574/$4.28 = 206 hounmonth

mlmMm‘ WORK REQUIREMENT FOR BOTH
48 HOURSWEEK (e One parent wodks 30
ummmb&?‘ parent

Woek Activities
lmwmm “W""’B”m@mﬁ

" !MW. hire into
ey T mgwmﬁzém
Wad&eﬂduwm

| wmhm w pesmanent, unsdwidied

mﬂqmmﬁlg N%r‘;“” Stvickaiie
gonl weoulkd be 10 pnimise the noed for
. Mwb’wmh‘mmud .
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Aﬂmmmmrmmmm&mmm
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. il receive sn INDEPENDENCE ACCOUNT entitling
up & 24 morchs of cash benefiss {equivalent o AFDC and food
mwumammmiwmw
Asigtarce) which may be used over a four year pesiod.
wﬂihmwammmm ANDEPENDENCE ACCOUNT

| .WM&Wwwthﬁmh
Wmmdmd work tequbements.

n TEElF i :

ACCOUNT
(Benvefity'can be 1med withiz a four vear period)
Cas{ Benefins Trersitional Benafiy
24 Mlonshe® 12 Moxzhs Each
Madics! Asslstance

: .Ah; months, cash benefin end, unles the mcipient ks determined o be
i mmxm&

| M Peopié docesratned to be uneaplorable will be either referred tw ST ot in

caoes, allowed £ receive contioned coh emisznee. WORKNOT -
WELZARE sgency officials will deterine whether conttrused assismnce s
mdh‘bmm

lmnmmmmmwmbmamm
: thhmwmdehmc&mm

!

H
'
'

WELFARE cash bensfir.
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mmﬂwmm
o - ap?hmmwwﬂemw

J

18 Ecucasicn and raining acrivies evadlble 0 each partcipare during the
hIZWMthNMmhm

et team snd the PLAN developed joinaly by the case

-wmw»mmwwm.

wwmummwmwmwm
Wmﬁhm & will be avadlable wry

Wuwﬁmwmwmw

F'Wmﬂh&wanm i mcxivetiona! wodahops,
; e&mm mw mm
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WW CHILD CARE
mwmwmwmmmmm

lwmmwmmmmmmm
uﬂw&w

HAs

]
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8 A Corturumity Steering Comeaitses will be chaiged with developing child
care :

' jaﬁ&mmmmﬂmwﬂhmmm’

elthar firectly or with sefecrals to exixting networks, and will

mmhwmmmwm
mﬂqdﬁﬁmm

vﬂhﬂm&mm&ymhm& |

hE‘-uf'ﬂw:mw::n'wmus.xx articipen:

lammmmﬂaww
cocmdinate g public-private employment parmesthip xnd support netwodk.
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# The Conrramnity Seering Commitnee wifl:

Wentify and recrult perenanent job sies.
Creazp and recruit subeidieed job sies.
Create end recruit on-the-job uxining sites.
Fostet and guide entepwensurial efforts.
Provide mentoring.

ose P

" = & % %

M&shﬁ&mm progoam for work fequently need
" umnsiriongl .rhwmm WORK
NOT w&im theee suppocts

B o cre wil e vl o e g ey

- the cash benefit peogram for work, meﬁme:dﬁmﬁ:
acale based on Income,

¥ Medicalbare Mﬁhmhwwnm Medical
mmhm&km m&whﬁmw

WORK NOT WELFARE will croste « conmprehensive coordisuand network ©
m&kmwwwmmdﬂ&mwwm '

;.mmmg socedirurte with, and provide teferrals t, exiiting
: w&dﬁmmmm&m&m!mw
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Fead Stare, and addizional seevices are provided o chikiven whose parenes
mmmw»mw
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