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How much do you agree or disagree with these statements: 

My financial situation is better than it's been in a long time. 

Strongly or somewhat agree: 98 {58 percent)'
Strongly or somewhat disagree; 4S {3~ percent); 

{~ote: Of those currently employed, 62 percent agreed.) 

I worry about having enough money in the future. 

Strongly or somewhat agree: 100 (69 percent} 0/ 
Strongly or somewhat disagree: 40 (2S percent}.! 

These days [ generally can afford to buy what we need. 

Strongly or somewhat agree: 96 (67 percent}~ 
Strongly or somewhat disagree: 48 (33 percent/~ 

'''hat the former welfare famHies said: 

AnSYliers are from 144lormer recipients and in some cases include 
answers from 57families who left welfare after July /, 1997. but 'hen 
returned 

GencraJIy, is your family better off when you are receiving welfare 
checks Or when you are working? (20t respondents) 

Working: 167 (S3,percent:" 

Welfare: 18 (9 percent;,;' 

Neit.her: 16 {S percent} 


True or False: Bet:ause of welfare reform, an adult cannot receive 
welfare more than 60 months, or five years, in his or her lifetime'! 
(101 n:spondcntsj 

':'rue: ~60 {l9 percentl.l 

False: 32 (16 percent).! 

Did not answer: 9 (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)/ 

No: 74 iSl percent),. 


How much do you agree or disagree with this statement: The 
welfare office- did enough to help me get off weEfare. (201 
respondents) 

Strongly or somewhat agree: 79 (39 percenti 

Strongly or somewhat disagree: 119 (59 percent} 

Did not answer: 3 i1 percent) 
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A~e you employed? (144 respondents) 

Yes; 
No: 

100 
44 

How much do you earn per hour? (100 respondents) 

Less than $6, 9 (. per'cent) 
$6-$6.99: 30 (' 0 percE!:'lt) 
$7-$7,99 22 (22 percent) 
$8~$a.99 le 0.8 percent)
$9 or more; 15 (15 percent)
Did not answer: 6 (" percent) 

How many jobs have you held in the last two ycars? (201 
resp(mdcnts) 

None: 12 (S percent) 
1·2 jobs: :..08 (54 percent) 
'·4 jobs: 49 (24 percent) 
6· jobs: 15 17 percent)
Did not answer: 17 Ie percent> 

"'hat is the highest hourly wage you have e\'cr earned? (144 
respondents) 

Median: $7,50 (35 percent had nevereamed more than $1) What is 
the longest you have ever worked at one job? (144 respondents) 

Medial!: 23.5 months (Nearly 39 percent never had worked ajob 
longer than one year) Do you receive food stamp benefits? (144 
respondents) 

Yes: 84 {S8 percent)" 
No: 60 i42 percent), 

Do you receive child support? (135 respondents) 

Every rnoneh: )3 (24 percent) 
Sometimes: S \4 percent) 
Never: 97 (72 percent)/ 

What is your housing situation? (144 resp-ondents) 

Own ho~e: 2 (1 percenti 
Rene: 129 (99 perce~t} 
LJ.\·e wi.th family/friends: 12 (8 percentJ 
Homeless: 2 {1 percent) 

During the lust 12 months, did anyone move intO' your borne even 
for a little while because they conld not afford their own place? 
(201 respondents) 

Yes: 53 126 percent} 
No: !48 (74 percent} 

During the last 12 months, did yon move into a friend's or 
relative's borne? 

Yes; 47 i2l percent) 
No 1 151 (..,S p(!rcent) 
Did not 3n$wer: 3 (2 percent) 
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Since you stopped receiving welfare checks, have you had enough 
nioney each month to: (144 respondents) 

Buy food: 94 (66 percent); 
Pay rent: 110 (" percent); 
Pay telephone bill: ., ( 57 percent).; 
Pay electric bill: 94 (66 percent)" 
Pay natural gas bill; 90 (53 percent) 

In the past year, did you or other adults in your family ever eut the 
size of your meals or skip meals because there wasn't enough 
money for food? (144 respondents) 

CUt size of !l'.eals ~ 52 (3G percen~), 
Skip meals: 42. (29 percent.) 
Neither: 90 (63 percem:.)J 

(Numbers and percentages do not add up because some recipients 
answered both cut size of meals and skip meals.) In the post year, did 
your. electricity. gas or telephone service get cut off for 
nonpayment ofbiHs? (144 respondents) 

Electricity: 15 (11 p~rcent) 
Gas: '26 (18 percent) 
Telephone cut: 42 (30 percent) 
None Cut: 92 (S8 percent} 

Education: 

8th grade or less: 4 (J percent) 
l-3 years of high school: 3. (,7 percent} 
High school graduate: 44 (31 percent:} 
Obtai-ned a OED: 10 (7 percent} 
Vocational/bu$iness school: a (6 percent} 
SOMe college: 38 ('6 percent) 
Bachelor's degree: 1 (1 percent! 

Race: (201 respondents) 

W!1::'te: 56 ;28 percent:.) 
African Aw~rican 136 15a percent) 
Hiepanic 1 (2 percent} 
Asian/Pacific Islander 3 (' percent),Other 12 percent) 

Marital status: (201 respondents) 

Single 147 (73 percent) 
v.arried: 2. (13 percent) 
D::.vorced 2' (11 percent:.) 
separated 5 (2 percent)
W:,cowed 1 (0 perceuti 

Years on welfare; (144 respondents) 

One: 22 (1.5 percent) 
Two: 25 (18 percent) 
Three: 28 (20 percent) 
Four: 19 (13 percent} 
Five-Ten: 39 (27 percent)' 
Eleven·p:!us: 11 (9 percerttlj 
Did not say, 1 (0 percent) 

All coment 0 1999 Thit Kansas Cily Slar 
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C«.REALITY 
Survey results from people still receiving welfare 

Responses are from ]92 families, including 57 who left the rolls after 
July 1997 but returned. 

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

working: 161 (s.q, percent)~ 


Welfare: 14 (7 percent},/ 

Neither: 17 (9 percent) 


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

True; lEi. (87 percent);' 

False: 24 (13 percenc)

Did not answer: • (2 percent} 


Are you eurrentlyJnvolnd in any programs to find a job or be 
trained for a job? 

Yes: 83 (43 percent) 

No! 106 (57 percenti 


What are you doing to help yourself get off welfare? 

Applying for jobs, SO (42 percent) 

Job training: 32 (17 perc~nt) 


GEO classes: 22 <::.1 percent) 

Nothing: 16 (9 percent) 

college: 9 15 perc()nt}

Other; 33 (lS percent) 


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

s~rcngly O~ scmewhat agree: 96 (50 percent) 

s~rongly or gOmewha~ disagree: 92 (46 percent) 

No answer: 4 (2 percent) 


(What else should DFS do? Top answers: Provide better job 
listings/job searching/job OPPoltunities, 25; more traininglbener 
traini:1g, 21; transportation, 14; transitional services when leaving 
welfare, 12; child care, 1 t ~ less rude caseworkers, 6.) 

Is it OK that the government limited welfare. checks to 60 months 
or was it wrong for the government to limit benefits? 

Yes, it is OK: 126 (65 percent;1 

No, it was .....rong: 55 (J9 percent:.. 

Don't know: 11 (I;; perce!1t; 


Are you earning money working ful1*time or p3rt~time in one or 
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mo~jobs? 

Yes: 19 (10 peroent) 
No; 170 189 percent) 
No answer; 40 (2 peroent} 

Wbat are the top three reasoDs'yOU are not working now? (Asked 
only of nnemployed ret:ipients) 

Lack of child care: 
Laok of transpo~tation: 
Unable to find a job: 
Poor health/sick relative: 
No skills/lack GED 

64 
63 
39 
26 
26 

(33 percent) 
(33 percent:) 
(20 percent) 
(14 percent} 
(14 percent) 

Infant at home: 
Watching children: 
Pregnane 

20 
II 

.9 

(10 percent} 
(6 percenti 
(5 percent} 

(Percentages total more than 100 because people provided as mafias as 
three answers.) 

How man)' jobs have you worked in the last two years? 

None: 22 (l1. percent) 
1-:2 : 82 (43 percent) 
3~4: 60 (31 percent) 
5; 15 ia percent) 
IS-plus: II (6 percent) 
No answer: 2 (1 percent) 

Why did yon leave the best job yon ever had? 

Tereporary job/seasonal: 37 
Fired/quit/laid off: 30 
pregnant/had baby; 19 
Moved: 13 
Health proble~s: 13 
Company closed: 12 
No day care: 9 
No transportatiort: a 
Other: 52 

What is the highest hourly wage you have ever earned? 

Median l $6,50 

(Fifty~eight percent never earned more than $1 an hour; one third never 
earned more than $7 to $9; less than 10 percent earned more than 59 
per hour,) 

What is the longest you have ever worked at one job? 

Mediae: 11.5 months 

(Fifty~eight percent never worked longer than one year, compared to 
39 percent of former recipients. Only 21 percent had worked ajob 
more than three years. compared to 39 percent of fonner recipients. 

Do YOll receive food stamp benefits? 

Yes: 1.84 (96 percent) 
No; B {4 percen~l 

Do you receive any child support payments'? (188 respondents) 
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'Every month: 1 (1 percent) 
Sometimes: 2 {I percent) 
Never: 1 '12 (9:. percent) 
State receives: 13 (7 percent) 

What best describes your housing situation: 

Own own home: 0 {a percent, 
Rent: 111 (92 percent) 
Live' with family/friend: 11 {6 percent} 
Homeless: 4 (2 percent) 

During the last 12 months, did anyone move into your home even 
for a little wbile because they could not afford their own place or 
because their parents could not support them? 

Yes: 38 (20 percent) 
No; 154 (aD percenc) 

During the last 12 months, did you move into 8 friend's or 
relative's home because you bad trouble affQ~ing your own place? 

Yes: 54 (29 percent) 
No; 134 (71 percent) 

What is the highest level of regular school you have completed'! 

8th grade or less: 4 :2 percent) 
1-3 years high school: 92 (48 percent:) 
High school graduate: 41 {21 percent) 
GED 17 {9 percent) 
vocational/business school: 14 {7 percenc) 
Some college: 
Bschelor's degree: 

22 
1 

{12 
(1 

percent) 
percent) 

Race: 

Whl.t;.e: 33 (17 pe:r:cent) 
Black: 
Hispanic: 
Atr.erican Indian 

150 (78 percent}
6 (3. percent} 
1 (1 percent} 

Asian/Pacific I91an~er 2 (1 percent) 

Mnrital status: 

Marzied: 5 (3 percent) 
Separil'ted: ~a (9 percent) 
!!ivorced: 13 (7 percent) 
Widowed: 3 (2 percent) 
Single: 153 (aO pe,rcent) 

Years on welfare. 

One: 24 ill percent) 
T'",Ot 30 i16 percent) 
Three: 32 in percer.\:.) 
Four: 11 (9 percer.t) 
Pive~ten: 72 (3. percent),.
Eleven-plus: ia percent} 

No idea~ 1 il. p.ercent) T 
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~XECUT!VE SliM~!ARY 

As ofJune 20, 1996, sevent!en states: had pending or approved waiver requests to terminate 
AFDC benefits to a famiiy that rCJches a rirr.e lirr.it; four additional states had pending or 
approved requests to reduce a family's cash aid when the family reaches a time limit. This 
document an~yzes the exemption a:,d exte:1sion policies of these twenty-o~e states, 

In r~viewing state walver applications submitted to the federal Department of Health and Human 
Services, and in reviev.tlng waiver approvals, we conclude that: 

Through the federal waiver prOCi'!i5, the Clinton Administration has, in effect,. transformed 
AFDe intO' a program in whkh any state C:in impose time limits on assistance. There have 
been no federal limits. on how many states may impose time limits., whether the time limits are 
statewide, or the length of time before aid IS reduced or terminated. 

States often mean verY diITercm thin2S b\' the term "time limit." As of June 20, 1996, thirty~ 
one states have pending Qr a?pro\'ed \V~i\'e; requests to Impose some form oftime limit, but there 
are three distinct mpde!s: scveniee:: $1.1£e5 h2.ve ~end;ng or approved proposals to terminate an 
cash aid to the family when the time limit is reached ("termination time limits"); twelve have 
pending or approved proposals to require panic:pation in ? work program as a condition of 
further aid when the time limit is re:J.ched ("work-program time iimits")~ and four have pending or 
approved proposals to reduce nid when the time limit is reached ("reduction time limits"), (Note 
that several sta~es hav~ proposals in more :han one category.) 

Most time-limit requests hefore: the 199.1 elections sought to require participation In a work 
program after a time limit. ;\lost timc~limit requ{'sts since the 1994 elections seek to 
terminate all aid to a famiiy !leur n lime limit. From January 1992 through October 1994~ 
twelve states sought to require p3.:!1ici?atlo:; in a wod: program after a time limit, and four sought 
a'pproval for a program under which aid to the t:,mi;y wO:..lld be terminated after a time Hmit, 
Since the 1994 elections, the patter;! bas reversed: thinccn states that had not previously done so 
have sought approval to terminate aid to a r~arr.iiv after a time limit (including three that were 
previously work-program states) and only three state~ have sought approval for a work"program 
time limit. 

State proposals to end aid to the entire famil)' after a rime limit typically, tbough not 
invariably, exempt families in \vhich the parent or caretaker is viewed as unable to 
currently enter the labur force. The most common exemptions in termination time·limits are 
provided when a parent or <:aretaker is disabled or incapacitated; the parent or caretaker ~s to 
¢are for a disabled or incapacita:ed person; no adult is receiving assistance; the parent is a 
teenager who is stiU in school; o'r the parent is caring fer a young child. These exemptions appear 
in most but not all proposals. To date, the CEnton Adrr.inis~ration has not required any state to 
add additional exemptions in order to receive \I,'aiver approvaL 

The Clinton Administration lUIS required that, in ordt:r to receive waiver approval, a state 
must agree to continue aid or :!lIow p3rticipatioll in a work program in cases where tbe 
adult has complied with program rules but has been un:lblc to attain employment despite 
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her best efforts. This "best effons" exception has forced almost all states seeking waivers for 
tennination time~lirnits to modifY :hcir proposals, because some proposals had no provision for 
extensions of aid after a family reaches the time limit and others provided that aU extensions 
would be discretionary with the ~aal~. it seems dear that If the Ad:ninistration were not requiring 
a "best efforts" extension, some States would terminate aid to families where the parent has fully 
complied with program rules and n::s still been c:1able to attab employment 

In practiee, the requirement to (o~tinuc ~id ',"'hen a parent bas made her '"best efforts" 
mayor may not turn out to be very significant in states wishing to terminate aid after a 
time limit. States have subsranriz! !1exibility in determining whether an individual has {uHy 
complied with program rules, and a state wishing to construe. the requirement so tbat few ifany 
persons qualifY for extensions may be able to do so. Under Some approved waivers.. a state could 
deny any future extension on the basis of a single fat:ure to comply with rules, e.g,~, failing to 
attend an orientation session, that occurred months or years ago, 

Apart front insisting on a -'best c:Tons" 1!,\lension. the Adrninistration h~s generally 
approved state waiver requests without requiring all1 other exemptions or extensions. As a 
·result, some state programs \Viii tenninate aid after a lime limit in circumstances where:, 
• 	 the state has fai~ed to provide needed services (including instances where the state has 


identified the services as necessary i~ 3 parent's employability plan); 

• 	 the parent is working but e3rniilg very low wages; 
• an extension would allow lime needed to complete ?on education or training program: or 

" nO parent is in the home and 'g~11:1dp,m:nt5 or oi.her relatives are caring for a poor d~ld. 


State proposals for termination time limits typically haye no provision for nOD-cash aid to 
meet the basic needs of children after :1 family's <:3511 aid is terminated. Of !.e;~en states 
with termination time limits, only one included a provision to ensure the availabihty of housing 
vouchers wilen necessary to avoid the hom::lessness of children. The otber state programs have 
no requirement for tbe availabilitv of vouchers or other non-cash aid for chUdren in a family 
whose cash aid is terminated (though the: f?mlIy may still qualify for Medicaid and Food Stamps). 

The current waiver process provides only limited safeguards; in contrast, pending block 
grant legislation would provitlc Hone. ·;'ne current waiver process ensures that states provide 
for a "best efforts" extension, that Slates evaluate the impact of their time limits. and that the 
waiver approval is for a limited m..lInber ofyears; in addition, states sometime agree to include 
additional protections during negotiations with HHS. In contrllSt, under H.~, 3507, the pending 
block grant legislation., there would be no requirement for a "best efforts" extension or any other 
exception., and no requirement that states evaluate the impact of their time Jimits, States would be 
free to establish time limits of any uurat\o:\ shone~ thi1Il 60 rnD!1ths, The pending legislation 
would prohibit states from usir.g federal funds to provide zssis!a:1.ce to a family with an ad.ult after 
the family ~as received aid for sixty mon:hs;'states cculrl allow exceptions for up to 20% oftheir 
cases.., but would not be required to pro\-1de any exemptions or extensions. As a result, the 
current waiver process, though de::ciem, ~ro,\1des signifkantly more protections. for poor families 
than would pending block grant legisla!io" 
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For Discussion Purposes Only 

POST-TRANSITIONAL WORK ISSUES 

What 	should be the nature of the work? 

o 	 Entry-level, minimum wage. 

o 	 More like a job, less like welfare benefits. Partici 
pants should 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 	 NQrmal employer-employee relationships should be 
enc:ouraged. 

How many hours of work should be assigned? 

o 	 While most participants could 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? 

o 	 In addition to work experience hours. assignments 
should also include periodic or ongoing job search to 
enCQurage movement to regular jobs. Laborls one-stop 
shop information system or job clubs CQuld be used. 

Should participants be given additional time to receive education 
and training or pursue other activities to increase employab~li
ty? 

o 	 Participants who have earned credits toward further 
education and training, or who have not exhausted their 
transitional assistance before going into work 
experience, would be able to get further education and 
training in addition to work experience. 

Should there be a limit to how long participants can continue 
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? 

o 	 No consensus. Labor groups will definitely want a 
shoxt time period 3 months or less, Clients and 
administrators of the program argue for a longer time 
period, 

What 	happens if there are no work experience slots available? 

o 	 Participants would be directed to do job search with 
the same benefits, Ther~ would he a smaller or no 
Federal match for the activity when this situation 
occurs, 

What 	other services would paxticipants eligible for? 

o 	 We assume that the services of the work support agency 
would be available to this population. In addition to 
job search, job counseling and job development 
services, participants are eligible for child care and 
transportation assistance. We assume participants 
would continue to qualify for food stamps under current 
rules. 

• 
Would participants still be receiving welfare benefits? 

o 	 No consensus, Depending on what one considers a 
minimally adequate incorue for these fa~ilies, addition
al income supplements in the form of wage supplements 
or benefits may be necessary, especially if the wage 
earner is working less than full time, 

How would earnings be treated under this program? 

o 	 No consensus, [We will be pricing out some variations: 
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 he accessible to other 
populations? 

o 	 No consensus. We've considered making these jobs 
available to une~ployed absent fathers who owe child 
support and to persons on transitional assistance who 
want to work before they've exhausted their benefits, 
but cannot get a regular job, We've also considered 
allowing former AFDC recipients who lost a regular job 
and cannot find a new one to go into public work jobs. 
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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 -- if available -- would provided based on 
performance. 

How would participants move from these jobs into regular jobs? 
Would there be income disregards? 

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

How would these proqrams be administered? 

o 	 No consensus. Could be welfare system or DOL, The 
program would be State-designed, but under Federal 
guidelines. 

How would displacement be minimized? 
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3,120 

0 

0 

'08

•
$1,695 

0 
so 

20 

."2O 
'0 

$8,1140,.
• 

$0 

0 
SO 

••"",.• 
0 

3,Ve

• 
• 

:2,2:20

•
3,)75,

•
'" ." 

0 

•• 
0 

•• 

1,755 

0

"..., 
0 

$3.518 $$,871 $12,$75 

NOTES; 

Under eWEF', ehlkl careexp.ensM Ale 4UW<'Ied to be HfQ In ealeUhltJng the Moe & Food Stamp benef~• 00"'''''
Chftd Care e)(p",," 1$ tet 8qU!lr to 0% of Income In eareu!atl~ ~tlt r...,er,1n III.Jj pt<>gtAma 11'1 thlMe examplflc. 03:10 PM• 
No hol\nlng $ublldy i6 _~ but an exces. shelter co,t deduction of $lOO us.d Ie eA!cuJele the Food stamp benmit.• 
The Currtlnt Law OXMlpla U&.e a w«kof.ta!ed expot"" deduc:tkm of $1ZO In ealeut..\ltIo AFOC be!'lefrt t_ts,• C-1V'r..p tfmt.;:;;. frrp()(,I 

• The N6w Start Plan lUiSUmH .. W1):tk.felll.ted exp<ttIS. dik:hletlon 01 $100 In ealeuJ*tlng Moe ~iU. 
Tho. N_ Shut Ptan food mmp b4r1efi1 eateulll.'tiooII UIIIalhe President's budQ.t lWIumptkms.• 1'1;:r1 i>JArI9e 
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES 
[NOehiid omp!>Ofl ......1'f;I ••tlbll~/lOIL J 

--~CuJtem-lAw--- ----------N..""W1~",------'.--,.
.. Full 6onoflit P-"Iod CWEP AftetCWEP 

'" "..
•
•• $4,420 

,. 
h,MO 

$0

• 
$0 

• 
$0

•
1,
3,504

• 
•

3:252 
0 

• 
2,1\;8

• 
0

•••• 

1,105 

0

". 
'"0 

1,995

•67....
•

$5,472 $7.~1 $1 t,471 

• 
$I) $4,420 

•• 
h,MO.. 

• 
$0

• 
$0

•1,ges 
3,528 

0 

• 
M!7t'1

• 
• 

2,220

•••••• 

1,1$$

• 
338..,
• 

3,375

•'7.... 
• 

$5.4" $8,611 $12,&75 

., 
$~,525 

SO 

0 
0 

3,012 
0 

-
• -,., 
0 

$7,955 

• 
SO 

, ,. 
$4,420 $8,840 

SO

• 
$<I 

0 

$0

• 
0 

3,528

• 
• 

3,276

• 
• 

2,220

•••••• 

1,15& 
0 

"'"442 

• 

3.37$ 
0

."... 
0 

13,52& $8,671 $12,875 

Food Stamp, 

~ed l!teOme TAX 
~ed PIlYTOtr TIb: 
Worlc: ~pense 

-- - ---.0 
$8,840.. 

0 
0 

2,220 
0': 

-
•-... 
0 

$10,176 

• 
$0 

2. 
$.4,420 

---  ... ........
• '" 0 

$0 

•
7,486 

2,'"

• 
<,lIOO 
1,904 

0 

0 

2,Hle

•••••• 

1,loe

•.,.
."• 

1,""5

•.,.... 
• 

$(1,552 $11.153 $11,471 

---  • ,. 40 

'" $4,410 se,84o 
$0 $0 ••• 0 0 

7,488 -',::60 , 
',1lU ',00< 2,:20

• • •• 1,755 3,375

• • •• ,.. .,. 
0 «, ...
• • •

$9,576___ ~_11,659 $12,815 ,.,.• 
$0 $3,840$4,420 
$0 $0

•0 0 
5,052 2,0&4 0 
2,796 2,&40 2,196

•• •
t,tO$ i,995•• • .,.•".
• ....

•• ." 
• •
$1,$48 $11,411$$.449 

• 
'" $4,420 

•• 
",,$.40 

$0

•
5,052 
2,820

• 

$0 

•
1,824 
2,736

• 

$0 

•• 
2,220

••• 
0 

0 
0 

1,755

•33. 

'"• 

3,37:5

•.,....
• 

$7,e72 $9,955 $12.875 

$7;11:56" 
'0 


0 

0 
2,424 

-• 
0 

"'. 
, 

0 

L_~,5~_ 

••• 
21! 

S4,4ZO 
'0 

$8,840 
$. 

• 
$0 

0 
..
• 

0 
3,528

• 
• 

3,276

• 
0 

2,220 
0 

••• 
0 
0 

1,755

•,,& .., 
0 

.." 
0 ... 
• 

J3.528 $&,671 S12,815 

FoodStampt. 

10) 

Fed locome Tu 
fed Payroll'Tax 

Wonc Expense 

PENNSYLVANIA 

Hol$$ 'NOrte<! ,WageEer 
Child S\lwort Poid 
C<»t of AUtKed Benefit 

,MOO {nfl <:O$t \Q g~wll!lrrrmo,,1} 

FDOd Stamps 

Ho~' 
EITe ifully phM«i in) 

FtIKI l!'>Come TIUl 

Fed Peyroll Tax 

WQlll E.!qlfltlSe 

Child c.a.-e Expenf,e 


'Oi&poseble" Income 


••• 
20 

$4,420 "$8,&40 

••• 
$0

• "• 
0 

3,5.28

• 
•

3,276

• 
, 

1!,220 
0 

••• 
0

• 

t,=

•as. 
m 

0 

3,315

•
'et6... 
•

s.a,528 $8.571 $12,815 

"'. 


~ 

• under eWEP, ;::hiId"1'1I .xp__ are ll$St.Imed to b<t nro in eAleulotlng the MOC 5. Food StMnp tUHwflts, 06130/9'3 
Chid Catlll ~petIU i& let 4IqUIIJ to 0% of Income In <:ateulatlng b4nwtrt 1.....1. In &IE programs in U-o aliM'lpiO$,• 

• .".OP" , r: jNo hous'ng stlblkty III ....WI"I.-:I but !Ill excess shalMr .cOlt dedvetlon at $1 00 used to eOlllwlo.l. 1M Food Stamp benefit 

The Current lAw compl" use • work.related -exp«tNO deduetlQf\ Cit $120 In calculetlng AFOC btllruofit !levott..
• J":::()(: ::,:"
Tn. New Start Plan U$um.. III work ..... l.ted expense deduction (It $t oo!n celeul.tlng MDC bel'\elltt.,• cUj ~f' l-k>lK~ :;:r ~ d __ 
The New Start PIM food .tAmp ~f'IoIIfIt ealculatlol'lS use the Pr..i<ilmt'. bl.ldg.t h.umplicm.,• M: n \lJO~d 
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•• 

•• 

•• 

•• 

[i."'Child.~J>~_.... 'd ••1IIbll-'l" 

to .""""""'"
Food $tamJ* 

Food Stamp' 

(tully 
Fed lnccm. TII.)I 

Fed Payroll Tu 
WOfk D.ptilM 

~H'lm"ntl 

PENNSYLVANIA 


BENEfiT CALCULATIONS fOR A MOTHER & TWO CHILDREN: SELECTED STATES 

------Currentuw -------------INew·Start-Plan- 

Full Sernmts I>eriod CW£!' Aft«rCWEP,.
,. 
 • 

$4,420"" 


$0 
0 

0 

SO

• 
0 

3,518 3,278

•
• 

1.755•
• 
 • 


0 m 
0 
0 '" 
0 

$8,840 
$0 ;

•
• 

2,220

• 

3,375 .,.• 
... 


$6,671$3,528 $t2J~!~ .. 


.. 	 ,. ,0Hoon wol1t4ld 0'0 •
W&ge Eamltlg, $4,42<)..0 

$4,420 $4,420'" $8,&40 $&,840$.8 • .&40 '0 
CNld Support Paid $0

• 
$0 $0$0 .0

•
0 

'0 '0•••
0 

COlt 01 Assurood Bene1lt a 

•
0 0 '"0 

•
oi0 

AFOC (nel i:'D~t to gov"fH'l"Ierrtj 5,0::12 Z.... 5,0!l2 1,824 0 
Food Stamp. 2,196 2,198 : 2,640 2,620 2,738 2,220 3,526 J,216 2,2?O 
HOl,I$inn 0 0 o i 0 0 0 0 0 • 

0.... 
0 

~~~ 

~ 

'0 
$4,420 

$0 

0 

'~I$1&.840 
$Oi,
• 

~:;:~ 
576 : 
8&4 i 

0 

1~" 
3,504 

0 

0 
3.~2 

0 
0 
0 
0 
0 
0 

1,1~ 

0 

33.... 
0 

$.5,4n $7 97 $tl,.71 

• 
$0 $4,420 

'0 
$6,840 

$0

• 
$0 

0 
..
• 

~.gsa 

3,528

• 
0 

3,27e 

0 

• 
2,220 

0

•
0 

0

•• 

1,755 
0 

33. .., 
0 

3,315

•ere... 
0 

n,4g6 $8,571 $12,870: 

$8.$40 

$0 
0 

0 
2,220 

0 

-
0 

-... 
0 

~~ 

$1a.11~_ 

$3,840 

$0

•• 
2,220

• 
• ... 
• 

~,_1.~ 

•
$0 

20 
$4,420 

,. 
$S,840

•• 
0 

$0

• 
$ • 

• 
0 

3,1528

• 
• 

3,278

• 
• 

2,220

•• 
0 

0 

0 

0 

l,n5 

• •,,. 
'"0 

3,375 .,.• ... 
0 

$3.528 $3,a11 $12.1»'5 

.0 
$8,640 

$0 

0

• 
2,220 

Q 

• 
.0< 

0 
$10.176 

EHC (fuUy phoutd In) 

Feel income TIiIJC 

Fed Payroll Tax 
WolkExpenM 
Chikl Car. Expense 

,.
'0..:; $4,420 $8,840 

$0 ..$0 
0 0 0 

1,48& 4,500 0 
2,1961,908'. • •

1,105 1,995• 
0• 

87.'30• ,., 
 ... 0 

•• • 
$11,411$9,552 $11.1~ 

-~~~~~ ~ 

'"$4.42(1.. 0 

$8.840 
$0so $0

•0 0 
7,468 4,260 0 

2.00< 2,220'.OM ,0• • 
1,7550 3,375 

0 0 .,.•33.0 ... 
•
0 '" 0•• $.G.ne $11.659 $12.&!5 

0 1,10$ 1,995 0 1.1S~ 3,315 0 3,37$1,7"

• .,. Q0 0

•
0 0

51.
0 

0 0

."
"."8

0 .."'., 0 

""0 • 0< a.. 0 ...• 
Q0 0 0 0 0 '"0 0•

'Obposable'tneome $11,471$9,449 $7,812 $9,s::rs $12,575 $3.528 sa,611 1t2,$15".... 
NOTES: 

Under CWEP, child CMe e;ICpen~ee are Il$$\Imed to b4 nro tn cah::ulating the AFOC " Food Stamp benefrts. 01S/30/93• 
Child Care expMlu i5 ut equal to 0% of incQme in calCiJlating bene!a levehl m lIll pr~fam.lt\ tIl.._ e)Ul.ll1pl". 	 03:11 PM• 
No hou$lng ,ubsldy is U$umttd btJt en IIIXC"' ,helter CO$t d.,;luc:tiQn "I $100 U"Sed to calcutata tho Food S\.III;mp benelit•

• 	 The Current law IIIxamph~. un a work-relaled tll:penl''II deduetlCln of $120 In calculetfng AFOC ben.tIt 1....,,1*. C1JJ[f' iJn. e,:;, :::::.- J-/O 
The New SlIIrt Plan anum., II work-reht!ed expeOH ded~ion 01 '100m ClII(:u!eling AFOC u.Mflts.• 
The New Stat! Pieri food ,tamp benefIt (:aleUiation. use tM Pruident" bWg'llt aHllmptiona,• 

0 

I 

http:pr~fam.lt
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES 

---(Currflf!l4.aw---.- _______'W<)<k.p_'1s·Pllln---------M ' ---- 

eWEP After eWE? 
40 : n/a U20 2. .. $4,420 $8,840 :.., *",4Z0 6.630..".
, ••

0 

,.,$0

• ":"• • •• . ,~.., I ,GOB 0 0:• •• 2,74$ ,3,252 3.52~ 3,27($3,504 2,11:111 2,220, ,0 0I • •, ,• 1,105 3,375, 
• 

1,91l15 1,1"'5 , •
0,,flld mcom. Tax 0•, ,.,.
Flid payr¢U T8X 33.33. 678 338••i ..,.., ... 0 

Work Exl>'tnn ... 
 ,• , , '"i 
• •• 

$7,g9:7" $5,412 $11,411 $12,a15 $6,V1(1$5.<19& $2,14$ I '''7' 
, 20 nlo" 

$4,42\} $8,841)" ....<2Q) 
" $I)$0 $0 

. 
,0 0 0,<,SOO1.4M 3,1014 : ,.... 

SO 
• 

".otW" h,840..
• 

$. 

• "•, 1,484 
I 
, '.-,, 
, 

4,~e 

1,6'2

• 
1,368 : 
1,$12 , 

', 
. 
: ••

0 
0 

l,15$ I 3,375 
0: 

"" .64'" ,.. 0 

, 
e,. 

$9,5705 $1'2,115 $13,&35 

_t,1iI06 2.IllS 1,eOO ' 

• ,• • - ,
t,105 1,tx;$ i• I- ,o ,• • 

--
,,.,..' 338 ;• ""0 442 I 

0 .'"
'" 0 .: -•, $9,552 $11,153 $11,471 .$10,3$0 I $4."4 

PENNSYLVANIA ,20 
$4 420 $3340" :$&,$40" $4 420"..• SO 

SO ..,,0 0 ~i" '"• '" ,5-,052 2,472 0' 
2,71016 

2.00< 5,052 
2,1ihl ~,S32l!.640 2,820 2.220 :, , , 0 0 0: 

, 

•
0 ),ggS1,1OS , 0 1,755 : 3,375, !, 

0 0' ':0: • 
338 : 87(1: :0• ,.., '" ..'" , .....4~ i,o : 0 .:i • 

0 
, 

$7 64G $1812 $10,399 $12815$9449 $11,471 ' 

20 I 
$4 420 :.. 

" 

o ,,. 
442 i 

0: 
$8,644 , 

nJa'" I 
;$6,630) . 

"0 

'" ,.= 
0 

-
- ,, -- , - , 

13,240 

• fully phased In. 

.. No iIIctUAI work-lr\eoma assumed for purpoaM ot benefit <:f\k:ulolian only. 

~ 
• U/'Id<tl' eWEP, child t4t4 up;m... !!Ire ut.umed to be 1:<IIfO;n OAIculc.ting lhe AFDC <1 f04d Slamp bene/a, 

• Child C4fe e~p.nH I. t.t equal to 0% gf $omo in Cfll!::ulol;ng benefit level, I" aU ptogr4ITI,1o thea. e~ampl"'k 
• No housing subsidy I. a$lll.imed 001 an excelS .hell., cost deduction of $100 \./too 10 calculale the Food StAmp benetll. 
• The Cl.Ifrerd lAw eX(I,mplQ liP e worlI·rslah,d .,p~ deduction '1f $1:(1) in ca1eulatlrtg AFOC ber!lJfli IOllols. 
• The Work Par- PI"n tlSsumll$ A WID"k~tlltd e)(pense deduction of $100 i" c«leulnfmg AFDC ~;tl. 

• Tha Work PArt Pilon condiHom "'FOC t>.na1lllevol, on wh/lth$( mMlmum AFOC bi!neiit II'; I... tNn Of flquallo 40% 01 tM fooO'al po'o'et1y I.,..t 
• TM Work PAY. Phm roduc.. AFOC ~b!& in<:omfl by '2l:)1(, in f:4Ieu!a!ing AFOC b&~1it IfI~o1•. 

• Tho Work P4YI P1an calcutlltft 4ftic».(;W€P bene/il lelfel. anuminll 30 oour. of WOtiL 

F"d Incomo fu 
ftld Pe.:;roll T4l( 
Work ExpoNAI 

" , 
3.27~ i 

Fed Incom. Tax 
Fltd Payton Tax 
Wo(kEl(pense 

http:Currflf!l4.aw
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES 

----<Cuwm14..lJw--

ALABAMA CWEP AftefCWEP" 

Child Support Pald 
Cost of A'Uurtd ael'Wllit 

AFOC (nit coat to gOIl,rnmlnt, 
Food Stnmpl 
Housing. 

EITC * 
Fed lMame TII.l< 
FIMI Poyrol To: 

WOIk Expense 

Chlkt Cl!:f' E..:penH 
'Dis lIilbW Ineom. 

0 " 40 

$0 $4.420 $8,840 I 

$0 '" $0 : 

0 0 0 
1 ,968 0 0 
3,:104 3,252 2,196 

0 0 0 
0

•••• 
15,472 

t.10$

• 
". 

'" • 
$7.~91 

1,991$

• 
878 I 
884 : 0: 

$11 ,HI 

o
•• 

2,376 

•"..., 
\,320 

o 
676 ' ,.. 

,. 

$A,4W; 

SO: 
3,000 i 

Nan 
(f6,630) 

to 
3.COO

• 
1.848 

0 

-
-
--
-

$4,848 

• 
2,316 

0 

-

.,.• 

m

•
$9,016 

Nan 
(S6,63{)} 

I 
1 

to 
3,000 

'.... 
1.368 

.: 

0 
$0 M;400'" 40 : 

$8,640 i 
$0 

0 
$0 

0 
$0., 

7,488 

2.....

• 
4,500 

1,900

• 
.: 

2,106 : 

•
0 

•
0 

•
0 

$&,552 

1,105

•".
'" 0 

$11,153 

1,iKlS 

st.• ...
0: 

$11 41' 

$0
• 2. 

.$4,4l!'O 
'U) : 

$8,&40 : 

$0 

0 " • 
$0
.1

: 

5,052 
2,796 

0 

2.064 
2.640 

0 
2.t9~ !

• 
0 
0 
0 
0 
0 

1.10t5 

3"
• 

'" 0 

1,&95 

0.,. 
""0 

$7,848 $9,449 t11 471 

nI••• 
"6.030) 

3,000

• 
1,&46 

0 

- , 

1,sse 

0 

0 

,~.. \,320 

0 884 : 

• 
•

.,8.., "618 : 

,. 
$8840 

HQVl$ wmkl'Jd 
Wage Earnlng$ 

Child SuppM PoW 

C()$' of Aswred BeMiit 
AfOC (na! >coif to pmIOff'lmentj 

FlXld Stamp, 

Housing 
Eire· 
Foo;Ilncome Tax 
Fed Payroll Tax 

, 

Work Expeme 

Child CAUl E~penSll 
'0' Qsable' Income 

,,, 
,, 

, 

0 

0 

"."'" 

I 

CALIFORNIA 

Child Support Paid 

Colt of AUlIftd Se.-1il. 
"Foe (net cost to ilo'lMl'lrtwmtl 
Food Stomptl 
liOuslng 
Eire-
Foci tnc'Ht'l1 TAX 

Fed Payron 't'u: 
WorJ<: EXj)eos. 
<::I'1l1d Car. EXPenH 
'Dis able'looorne 

"': 
$4.420 ' 

SO 
3:,000 : 

3,346 i 
1,3e.o i 

0 

• 
". 

'" •
$11,366: 

PENNSYLVANIA 
20 I ,.• $4.420'" $4.4~O I 

$. $0 $0 I "l: 
3,000 : 3,000 '",,00 3,COO 

3,4!ol2 0'"2,:188 2,100 1,32!1 2,'00 i 
.:0 0 0 

1,755 -,
•
0 3,375 

,,,. .,.•• 
442 "': 

0: 
$11,4!17 $14975 :.' 

0 

...".1 
• ,.,uny phased'!fl• 


•• rw iIlCtual work-lr\eome auumed for putpO$lH of b$nefit c:aleulatlon only. 


NOTES; 

• U1ld.r cwtP, chlkf CIIUi expemOI ar. auumed to be zero in ulculating the AFOC A Food Stamp benefit •. 

• Child Carll! ~~. it 'hI ~I.IAI to 0';' 01 inf;ome in calculating bor'Ietit ie:v-el. in all pr()91."" in thfl.e e:O;jI,mplos. 
• No housing subakly MI allllurru;d but 1m &XeS&S theller cost deduction 01 $100 (jlt:(! to calculate the Food Stamp bOr"lefit 

• The CUI'rent law UAmpie:_ UH. wotk·r.I.!It.-d e.xperu;e deduction oj $120 in calcuJatit't1l AFDC hffllfA levels, 
• The Work Payl Plan AUUMO$ .. work.felll.tltd iIIllpenl. deduction <)1 $100 10 c.h:o",hl:lirog AFDC b_fi~_ 

• The Work Pay. Pian conditione AFOC b~r'telit leyel, on w~th61 rNu<imum MOO Dflflefil i, I.nn. than or !!qual til- 40'% oi the fad&ral povarty t.vel, 
• The Work Pay. Plan r6dUCH AFOC ~ur.tab!e income by 2!1';1f. In calCl.llatil1g AFOC bMleflt IftYltis, 

• The Work Pay, Plan calCUlates attllf..cwEP benefit iltY~ assuming 30 hours oj WOI'k 

25.Jun·93 



BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES 

------Work,.p_'1• .,pfan-..- ...----- 

CWE. A~.r. ewEp 

F.cI tneOmt; Tu 
Fed Peyroll Tex 

W<>rlc ~oft'I•• 

FItd lm:omo TA)! 
Fed Payron Tft. 
Work; E)(pen$O 

•
III 

,. 
$4,4'20 " $8,640,. 

0 
SO

• "•
1,968

s."" 
0 

• 
:M~~2

• 
0 

2,We

• 
,,, ••• a

• 

1,105

•33...,
• 

1,995

• m... 
•, $5,412' $19$1 $11,411 

30 

$6.530 

" ••
2,748

•-
,07• ..,
• ...

NO. •• 

~"'.l
•••• 

2,"40 : 
0: 

--
-
- ,, 

$2,74@: i 

nto. •• 
1$8.6301 

so: 

• 
3,144 

1,600

• 

•
III 

•• 
$4,420 

•• 
$&,MO 

'"• '" • '"0 
1,4&8 
2,064 

0 

,,"'" 
1 ,!KIa

• 
0 

2,196 

0 

,, 

•••••
$$,552 

1,105 
0

".."• 
$11,153 

1,995

•." 
8.. 

• 
$11.411 

0 40 : 
$8,840 :SO ; $4,420'" 

SO:.so : '0 
o : 0 ' 

1,988 •

3,528 3,216 2.22~ I, 
 .:• 
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STATISTICS FOR GROUP NUMBER 1, TOTAlS 
GROUP IS 	100.0% OF SPELL BEGINNERS 

100.0% OF FIRST SPELL BEGINNERS 
100.0% OF RECIPIENTS USING SPELLS 
100.0% USING LIFETIME 

SPELL AND LIFTIME DISTIRIBUTIONS 

YEARS CONTINUOUS SPELLS TOTAL TIME 
BEGIN POINT UNCOM BEGIN POINT UNCOM"-"'"1> 

1 .349 .090 .257 .209 .034 .162~2 .205 .105 .167 • 156 .051 .128 '1-0'• 
3 .104 .080 .ll5 .100 .048 .103 
4 . 083 • 086 .088 • .086 .056 .086 
5 .050 • 064 .067 .062 .050 • 073 
6 • 044 .067 .054 .055 .053 .063 
7 .030 .054 .042 • 043 • 048 .054 
8 .024 .049 .035 .037 .048 .047 
9 • 018 .042 .029 .032 .046 .041 

10 .093 .362 .146 .221 .566 .245 

MEAR DURAT. 3.9 8.8 4.4 6.2 12.0 6.0 

SUMMARY FOR SPELLS 
BEGINNERS %BBO tREC COMP FUTR %>9 TCOMP TFUTR Tt>9 
AFTER a 'IRS 100.0 100.0 3.89 3.89 9.3 l.00 1.00 l.00 
AFTER 2 'IRS 44.6 80.5 7.01 5.01 20.9 l.80 1.29 2.24 
AFTER 4 'IRS 25.9 63.9 9.60 5.60 36.0 2.47 1.44 3.87 
RECIPIENTS 
AFTER 0 'IRS 100.0 8.78 4.39 36.2 2.26 1.13 3.89 
AFTER 2 'iRS 57.5 11.94 4.97 54.6 3. 07 1.28 5.86 
AFTER 4 YRS 37.3 14.34 s.n 71.4 3.69 l.33 7.67 

SUMMARY FOR TOTAL TIME 
BEGINNERS tllEG %REC COMP FUTH %>9 TCOMP TFUTR T%>9 
AFTER 0 YRS 100.0 100.0 6.18 6.18 22.1 1.00 1.00 1.00 
AFTER 2 YRS 63.4 91.6 S.92 6.92 34.8 1.44 1.12 1.58 
AFTER 4 YRS 44.8 81.1 11.19 7.19 49.3 1.81 1.16 2.23 
RECIPIENTS 
AFTER a YRS 100.0 11. 98 5.99 56.6 1.94 .97 2.57 
AFTER 2 YRS 71.0 14 .10 6.05 69.7 2.28 .98 3.16 
AFTER 4 YRS 52.1 15.80 5.90 81.3 2.56 .95 3.68 
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For Discussion Purposes n y 

PQST-TRANSITIQNAt. WQRK ISS!}g~ 

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 WORK PER WEEK SHOULD BE ASSIGNED? 

Part time or full time. 

SHOULD JOB SEARCH SERVICES ALSO BE PROVIDED? 

SHOULD PARTICIPANTS HAVE ACCESS TO EDUCATION, TRAINING AND OTHER 
ACTIVITIES TO INCREASE EMPLOYABILITY 

Reward or credit after a period of working? 

HOW LONG SHOULD PARTICIPANTS BE ABLE TO REMAIN IN PUBLIC 
EMPLOYMENT? 

Short term or permanent, 

HOW LONG SHOULD PARTICIPANTS BE ABLE TO REMAIN IN EACH SPECIFIC 
WORK SLOT? 

WHAT HAPPENS IF NO PUBLIC WORK SLOTS ARE AVAILABLE? 

Should participants be enrolled in Job search with the same 
benefits as if they were working for 20 hours a week? 

IF PUBLIC WORK IS OF LIMITED DURATION. WHAT HAPPENS AFTERWARDS? 

Job search program, partial benefits, cold turkey 

WHAT OTHER SERVICES SHOULD PARTICIPANTS ELIGIBLE FOR ? 

ES services, continuation of transitional services such as 
job counseling, job development services, child care and 
transportation? 
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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, EITe ? 

WOULD THESE WORK EXPERIENCE SLOTS BE ACCESSIBLE TO OTHER 
POPULATIONS? 

Should these jobs be available to non-custodial parents, 
individuals on transitional 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? 

HOW WOULD DISPLACEMENT BE MINIMIZED? 
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MEMORANDt:M FOR 	 THE WELFARE REFORM WORKING GROUP ON 
TRANSITIONAL ASSISTANCE 

FROM: 	 DEBORAH LUCAS 

SUBlECT: 	 The Case for TIme-Equivalent Limited Welfare 

The current reform proposal call' for time-Iimi,ed 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 impossibJe.situation for people who do not 

quality for an extension but are unable to meet the work requirement after the two years. One 
strategy that could partially mitigate this problem and still maintain the spirit of a time limit is to 
adopt a time-equivalent limit. 

Under a time~equivalent limit. the cap would be on the dol/ar value of cash benefits received 
rather than on the time spent 	in welfare. For instance, consider a state that pays $400 per 
month. The tjme~equivalent of a two year limit is: $9,600 (2 x 12 x $400),1 By choosing to 
receive a tower monthly payment) AFDe recipients could spread the payments out over a longer 
period (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 time-equivalent limit at a later date. 

A strong argument can be made that a ilme--equivatent limit by itself would make little dIfference. 

since most AFDC recipients cannot five on benefits that are much lower than what they currently 
receive. For this reason, a timc"'f!qulvaleflt limit wouid be most effective if the income disregard 
is increased or restructured so that part-time income can provide a meaningful supplement. This 

would make the time"'f!quivalent limit serve more as a temporary income floor, ". 

A time~equivalent limit combined with rule changes that encourage parHime work would give 
people the option of entering the workforce more gradually. for instance working part-time for 

four years while receiving a smaller AFDC grant. Continuing with the earrier example, an 
eligible family could elect to receive $200 per f11()mli from AFDC (half of the $400 maximum) 

Of course in practice, payments received in future years should be adjusted to 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 would 
provide an additional $200. This option would appeal, for instance, to some parents of young 
children who prefer to spend more time at home. 

Restructuring the income disregard raises a number of issues. Do eligibility requirements for 
related programs also need to be modified (e.g .• food stamps)? Can a more liberal income policy 
be designed without greatly increasing the size of the welfare-eligible population? Win people 
receiving AFDe assistance be eligible for the earned income tax credit? Because of the potential 
gains from permitting AFDC recipients to increase their part~time labor force panicipation, it 
seems worthwhile to explore these questions further, even under a time~limited system. 

Another objection to a time-equivaJent limit is that if a recipient moved from a low benefit to a 
high benefit Slate, they might not have enough credit left to carry them through the equivalent of 
two years in their new state. This problem is relatively easy to solve by a simple adjustment 

formula that adjusts the credit to take into account state differences.1 

In fact. the time-equivalent limit could be used to even out differences between states. The 
federal government could set a time-equivaJent limit on the federal contribution 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 to structure the interaction with oilier programs for AFDC recipients 
(10BS, etc.). For programs that are slated to he mandatory under time-limited welfare, they 
could also be made mandatory under the time-equivalent system, For instance, participation 
could be mandated for anyone receiving an AFDe 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 less. The related question of whether and for how long 
former AFDC recipients will be eligible for these other programs arises in the case of time~ 
limited welfare as well as in the case of time~equjvafcm limits. and could be resolved similarly in 
either case, 

:I: For example, assume that State A has a time-equivalent maximum of $7,000; and State B 
has a time-equivalent maximum of $12,000. Consider a family moving from State A to State B 
after having received $3,500 in State A. Then their remaining eligibility in State B would be 
($3.500/$7,000)x$12,000; $6,000. 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/SI2,000)x$7ooo = $2.333. 

The information requirements to do this are no greater than for time~limited welfare. For time~ 
lim/led welfare, a state needs to know how long assistance was received in other states. In this 
case, the state needs to know what fraction of the maximum was used up in other stales, 



SUMMARY OF PROPOSALS TO TIME-LIMIT AfDC 

Presigent-elect Bill Clintgn's PrQpg§~~ 

In Putting People First; How We can All Change America and in 
other campaign materials, President-eleot Clinton and Vice 
President-elect Al Gore describe a welfare reform proposal that 
involves time-limiting the receipt of Aid to Families witb 
Dependent Ch1ldren (ArDC). Aecordil19 ·to· these materials, MOC 
receipt would be limited to 2 years for all those who are able to 
work. During the 2 years during which reeeipt is allowed, 
Clinton and Gore intend to "felmpower people with the education, , 
training, and child care they need • • • so they ean break the 
cycle of dependenoy" (1992, p.165). 

At the end of the 2 years, the Clinton and Gore proposal requires 
those who are able to work to go 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 
"dignified and 1I1eaningful 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; 3) an expanded Earned Inoome Tax credit 
(EITC); 4) an increased minimum waqe; 5) creation of a national 
apprenticeship-style program; 6) requiring employers to spend 1.5 
percent of their payroll on continuinq education and training; 
71' provision 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 lt 

(1992, p.167); and 10) various proposals to strengthen child 
support enforcement. 

Additionally. Clinton and Gore suggest: 1) enabling "low-inco.e 
Americans to set up lndiyidual Deyelopment Acc9UntS to save for 
specific purposes such as post-secondary education, home 
ownership, retirement, and small business startupsn (1992, 
p.16o); and 2) elimination of regulations that discourage 
Americans who receive AFDC from saving money. 

Will Marshall and Elaine Ciulla Kamarck's Proposal 

Will Marshall and Elaine Ciulla Kamarok's chapter "Replaoing 
Welfare with Work," in HlDQate for Cbange (edited by Marshall and 
Martin Schram), suggests placing a ti.e limit of 2 years on AFDC 
receipt for able-bodied recipients. For those who cannot make 
the transition to private-sector work after their AFDC benefits 
run out, they recommend offering the opportunity to work in a 
community service corps at .inimum wage. 
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Unlike a number of the other proponents of time-limited welfare, 
MarShall and Kamarck do not propose expansions of education and 
training services for welfare recipients to participate in prior 
to the end of the time Umit. They maintain that proqrams that 
offer such services rarely result in permanent jobs for the 
participants and that education and traininq rarely raise the 
earnings of participants enough to lift them out of poverty.
Marshall and Kamarckls alternative "is to let private entities 
- nonprofit and for-profit -- bid for the chance to place welfare 
recipients 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 
employability of those they are trying to place). 

Marshall and Ciulla also recommend other anti-poverty strategies 
to make work pay: l} a uguaranteed working wage," which they 
define as basically an expanded EITe, 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 3) 
universal access to medical care. Additionally, they propose 
adoption of a national child support system, which would require 
noncustodial parents to pay a portion of their incomes for child 
support through tax withholding, and where the government would 
quarantee a minimum child support payment, if the absent parent 
cannot pay child support. 

Other antipoverty strategies tarqeted to AFDC recipients include 
the elimination of disincentives for welfare recipients to marry
and increasing the $1,000 AFDC asset limit to encouraqe saving. 
In addition, they would provide incentives for microenterprise
experiments that promote self-employment~ Marshall and Ciulla 
also recommend providing poor people with vouchers to allow them 
to choose the services and providers that are best suited to 
their needs~ Accordinq to their plan, this would entail 
converting into vouchers programs under title xx of the Social 
security Act, AFOC and transitional child care, and the Child 
Care and Development BlOCK Grant_ 

Marshall and Ciulla call for an "enabling strateqy" to reform 
welfare. They write, "Social responsibility is a two-way street: 
Government can help only those determined to help themselves. An 
enabling state should condition social supports on reCipients' 
willingness to work and strive toward self-sufficiency" (1992, 
p.233). They also view part of the role of government in this 
reciprocal relationship as expanding opportunities for the poor, 
so that the poor may enter mainstream American life. Marshall 
and Ciulla believe the time-limited welfare system is a way to 
"make work imperative while the guaranteed working wage will make 
it rewarding" (1992, p.234). 



J 


David Ellwood's Proposal 

In Poor SUpport; Poverty in the American Family, David Ellwood 
suggests four fundamental steps to address the poverty of eingle
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 
assistance has ended. Accordinq to Ellwood~ if these steps are 
combined with a child support assurance proqraa, ·we can address 
most of the key problems of single mothers· (1988, p.175). 

Ellwood argues that making work pay, instituting child support 
assurance, and ensuring universal medical coveraqe are 
prerequisites for fully overhauling the welfare system. His 
suggestions for making work pay are raising the minimum wage, 
expandinq the EITe, and instituting a refundable child care 
credit. These poliCies, he argues, would make it possible for 
people to support themselves and their families. 

For two-parent families Ellwood suggests that the transitional 
support period might be 12, 24 t or 36 months. Onee someone had 
used up the full amount of their transitional aid t they could not 
receive any more transitional aid until they had worked a minimum 
number of weeks (such as 50 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 become self-sufficient again. Minimum
wage jobs would be available for those who had exhausted their 
benefits but still did not have work. (Ellwood believes that 
this jobs program wculd be small because only a very small 
percentage of two-parent fami1ies are poor for a long period.) 

Ellwood 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 
nthe program would be designed to help people achieve 
independence~n At the end of the transitional period, cash 
benefits would end (althouqh some of the child care and other 
services might be continued) and the family would have to work 
"some considerable amount of time" before they could requalify 
for welfare payments. According to Ellwood's plan, if one had 
another baby or claimed that no jobs were available, one could 
"not requalify for much more transitional assistance" (1988, 
p.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 disability 
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programs. He says such cases should be evaluated on a case-by
case basis and not be allowed to shape the Whole welfare system. 

Tbe rationale tor time-limited welfare, according 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 vill help avoid what he 
refers to as the "conundrums": 1) the security-work conundrum, 
which is 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 structure 
conundrum, whicb 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 sucb families; and 3) the targeting-isolation 
conundrum; which is concerned with effectively targeting services 
to those most in need, without isolating them from the economio 
and political mainstream (1988, p.23). Accordinq to Ellwood, 
transitional assistance would be a second chance for people, not 
an opportunity to manipulate the system. 

Weber Bill in the House of Representatiyes 

The purpose of the bill introduced by Conqressman 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 to leave welfare within 4 years." Xey features 
of the reforms suggested in this bill include the following. 1) 
requiring States to provide recipients with the education, 
training, and work experience they need to leave welfarej 2) 
requiring that each recipient of AFDC participate in the program 
(with certain exemptions permitted); 3) involvinq each 
participant in proqram activities for at least ten hours per 
week; 4) imposing a series of penalties for those who decline to 
participate in the program; 5) establishinq a time limit, wherein 
tla family that has been a recipient of aid under the plan shall 
not be eligible for such aid if a member of the family • • • bas 
been eligible to participate in the program for periods 
Aggregating 4 years"; and 6) mitigating- a marriage penalty for 
welfare recipients. The bill also SU9gests allowing States to 
use the sum of money that would otherwise be used to provide AFDC 
recipients witb Food stamp benefits for subsidizing jobs under 
the Work Supplementation program. 

Additionally, the bill would require parents who receive AFDC to 
demonstrate that minor children had received necessary 
immunizations and appropriate well-cbild visits and that the 
cbildren are enrolled in and attend school reqularly. If the 
parents do not meet tbe requirements, their AFDC benefits may be 
reduced. 
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Mickey Kaus~ Proposal 

In ~be End of Equality, Mickey KaUB proposes replacing the AFDC 
program "and all other cash-like welfare programs that assist the 
able-bodied poor" with an offer of a public sector job tor every
American citizen over age 18 who would like to have such a job.
The public sector job would be ·useful· and would pay slightly 
below the minimum wage. AdditionallYf the government would 
provide subsidies for low-wage jobe in both the public and 
private spheres, "to ensure that every American who works full
time has enough money to raise a normal-sized family with 
dignity, out of poverty· (1992, p.12Sj. To supplement the 
earninqs of workers whose work still leaves them below the 

·poverty line, he woul~ increase the EITe. Accordinq to KauB, the 
publio-seotor jobs that are created would be available to 
everybody, without attention to their sex, marital status, income 
level, etc. 

Under Kaus's plan, those who do not take advantage of these 
public sector jobs, including single mothers, would not receive 
any welfare payments. In order to enable the single 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 Kaus. If a single mother refuses to work 
and her children are found "living 1n squalor lind filth • • • 
(then] (a]he is subject to the laws that already provide for 
removal of a child from an unfit home. H Kaus suqqests society
.build orphanages for these children (1992, pp.126-7). 

Those who are unsuccessful at or unwilling to work would end up
relying on publio in-kind services (such as soup kitchens) and on 
charitable organizations. The government would subsidize 
counselling, therapy, and job training for people, but it would 
not give them cash. 

Kaua supports tougher enforcement of Child support payments, but 
opposes child support assurance, where the government would 
quarantee a minimum 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 subjeot 
to prevailinq wage requirements. RaUB estimates that the cost of 
his proposal would be between $43 and $59 billion more than is 
being 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 "welfare 
state into the Work Ethic State, in whiCh status, diquity, and 
government benefits flow only to those who work, but in whiCh the 
government steps in to make sure work is available to all" (1992,
p.127). He is interested in transforming what he refers to as . 
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"the culture of poverty" by replacing welfare with work (1992, 
p.128). According to Kaus, replacing cash welfare with wor~ 
·would • • . end the disgrace visited on the underclass by 
welfare itself.- Welfare, says KaUB, is not stlqmatizinq because 
of the impersonal bureaucracy which provides it, but because it 
"qoes to able-bodied people who haven't necessarily worked and 

. who aren1t necessarily working" (1992, p.137) '" 

Shaw, Johnson, and Grandyts Proposal 

In "Moving Ahead: How America CAn Reduce Poverty throuqh Work," 
Representatives E. Clay Shaw, Nancy L. Johnson, and Fred Grandy 
sU9gest a number of demonstration projects to test different 
strategies to reform the welfare system. 

First, they recommend demonstrations testing time-limited AFDC 
(ll.QS; includin9 9uaranteed jobs for those who do n.ot find other 
work after the time-limited assistance is over). Although the 
number of years of AFoe receipt that would be allowed was not 
specified, the proposal identified exemptions for disabled 
individuals (as under current AFoe policy), women in the second 
or third trimester of a preqnancy or in the first few months 
after childbirth (a one-time exemption), women Who have children 
under age one, and people providing full-time care to a disabled 
dependent. They recommend that States allow parents "several 
years" to prepare for work; where all non-eKe~pt AFDC recipients 
would be required to spend 25 percent of their time (10 hours per 
week) preparing for wor~ by participating in the JOBS pro9ram. 

Their rationale for time-limited AFDC benefits is rooted in their 
concern about young mothers who become dependent upon welfare, 
the "entire culture [which] has grown up around life on AFOO, 
Food Stamps, Medicaid, and housin9'l" and the length of time 
people remain on welfare (1992, pp.32-3). They conclude that the 
lenqth of time people remain on welfare is a serious problem and 
that some families, therefore, will require nstronq incentives" 
to move off of welfare. Further, they believe that those people 
who remain on welfare for many years may be intimidated by the 
prospect of working and may lack the needed s~ills to hold down a 
job. They believe that people need botb assistance and pressure 
to move off of welfare~ 

As a second sU9gested demonstration. Shaw et a1. recommend 10"9
term demonstration projects testing the use of qovernment jobs to 
replace welfare. Accordin9 to their criteria for demonstration 
projects, states would be able to require recipients to work for 
the number of hours equal to their grant (either AFDC or AFOC 
plus Food Stamps) divided by the minimum wage. Welfare 
recipients 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 
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first set of demonstrations proposed above in which only time
limited welfare was being tested.) 

Additionally, Shaw et al. recommend several reforms of current 
law as part of their welfare reform proposal including: 1)
increased JOBS funding and match; 2) broadened waiver authority;
3) modification of the EITC by converting the tax credit for 
health insurance into a cash prOVision; 4) inoreased AFDC asset 
limit; and 5) requirements for parents receiving welfare to 
obtain immunizations and periodic health check-ups for their 
children and to ensure school attendance by their children. 

Finally, the Shaw at al. proposal suggests additional 
demonstrations in the following areas: 

Demonstrations testing child support assurance f with the 
following characteristics: the quarantee level should fall 
between $1,500 and $3,000, with a maximum of $500 more for 
all additional children; the assured benefit should not 
count as income when calculating the EITel States must pay 
between 25% and 50% of the assured benefit; and the assured 
benefit must reduce the amount of AFOC a recipient 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 50ti alsol 
they would like to see a demonstration testing various 
disregards in a state that is testing tne cnild support 
assured benef1t~ 

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

Demonstrations testing comprehensive JOBS proqram
implementation strategies, including work incentives for 
staff, staff training, marketinq to recipients, and 
assistance to recipients once they have started workinq. 

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. 

Demonstrations to assist fathers who must pay child support 
to prepare for and find work. 
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Report of the Task Force on Poverty and Welfare. Submitted to 
Gov, Mario M. CuomQ' 

In A New Social Contract: Rethinking the Nature and Purpose of 
Public Assistance, the Task Force on Poverty and Welfare put 
fort~ a time-limited 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 servioe delivery in preparation for work- (1986, p.74); and 
2) a guaranteed work program for those who are unable to obtain 
unsubsidized employment. 

According to t~e 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 recipient would be 
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, althouqh new mothers would be exempt 
from participation for nan appropriate period of time" after 
childbirth and the parents of disabled children mig~t also be 
e~cepted. The main features of the transitional program
recommended by the Task Force include: 1) counsellin9, testing, 
and assessment; 2) intensive education, training, placement, and 
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 amount of time for the time limit, but 
e~perimentation is suggested to address the issue. 

For those unable to find unsubsidized work after t~eir time
limited welfare benefits have run out, the Task Force suggests a 
guaranteed work program, which would provide and require work in 
exchange for benefits. They suqqest. thou9h, that the guaranteed
jobs be limited to the percentage of people 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 
recipient is only paid for t~e ~ours ~e or s~e works; 2) t~e 
recipient receives a Ra~heck( not a welfare check; 3) recipients
receive assignments to public sector or non-profit jobs; 4) the 
benefit level is kept at the same level as during the 
transitional program by regulating the number of ~ours the 
participant works at the guaranteed job; and 5) "(tJhe jobs are 
pcpguctiye jobs in the sense t~t they are useful from society's
point of view" (1986, p.8l). 

In addition to t~eir time-limited welfare proposal, the Task 
Force recommends the elimination of the gap in health care 
coverage between that provided by Medicaid and that provided by
employer-based coverage and an increase in access to affordable 
child care. Additionally, the Task Force suggests. 1) expanding 
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the Earned Income Tax Credit and varyins it by family size; 2) 
indexing the minimum wage so that it keeps pace with productivity 
and wage increases; and 3) strengthening child support 
enforce~ent and creating a minimum assured child support benefit~ 

The Task Force has put work at the foundation of their welfare 
reform proposals. They write, "AFDC and our other public 
assistance programs 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" (1966, 
p. 63) • 

Isabel SAwhill's Proposal 

In nAn Antipoverty Strategy for the 19908," 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 persona and the disabled; and 4) 
simplification 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 
programs. 

Sawhill recommends scrapping all of the current welfare programs 
(except Medicaid) and "using the savings to design a fairer and 
more efficient system" (1990, p.7). The new system would entail: 
I} a bigger EITei 2} a temporary income maintenance program for 
those who are unemployed, sick, recently divorced or widowed or 
otherwise requiring short-term assistance; and 3) a permanent 
program with reasonably generous benefits for those certified as 
disabled. For those adults who fail to become self-sufficient, 
saWhill suggests na residual program of sheltered workshops, " 
public service jobs, or more permanent income assistance" (~990, 
p. 5) • 

Other approaches 5uqgested by Sawhill to complement the temporary 
nature of the income maintenance proposal include: 
1) subsidi~ation of child care; 2) provision of health insurance; 
3) establishment of paternity when children are born and 
automatic collection of child support through the tax system; and 
4) investment in training and education programs. 

Sawhill believes that the system she reeommends would emphasize 
work and parental responsibility. 
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The Ford Foundation Project on Sooial Welfare and the American 
future Proposal 

In The COmmon Good; Soc~al Welfare And the American Future 
(QQmmgn GQgQ) , the Ford Foundation Project on Social Welfare and 
the American Future recommends puttinq a limit on the length of 
time able-bodied and healthy adults are entitled to welfare 
benefits. work readiness would be improved through education and 
training_ Those who have eXhausted their benefits would be 
entitled to a public sector job, if they could not find work. In 
combination with this, the Ford Foundation Project recommends a 
national minimum benefit be established, in which the Food Stamps 
plus AFOC grants are equal to at least two-thirds of the Federal 
poverty level. 

The rationale for these changes in tandem is to ensure a minimum 
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 Project believes 
that the l'welfare system should be overhauled to emphasi~e work 
instead of long-term dependency" (1989, p.63). The Ford 
Foundation Project proposes investing more resources in the front 
end to increase people's employability and ensure that they have 
adequate resources while receiving welfare, but make it clear 
that welfare is only transitional. The choice after welfare had 
ended for an individual would be between a public-sector job and 
~aking it on their own. . 

Additional policy recommendations found in The Common Good 
include: 1) restoring the purchasing power of tbe minimum waqe 
to its 1981 level; 2) expanding the EITC by varying its benefits 
with the size of the recipient's family; 3) universal health 
coverage; and 4) overhauling the une~ployment Insurance proqram 
to put more emphasis on training workers in new skills and 
helping them relocate, if necessary. 

Irwin Garfinkel §od Sara MCLanabants Proposal 

In Single Mothers and Their Children: A New American Q11Amml, 
Irwin Garfinkel and Sara McLanahan suggest reforms for increasing 
the self-reliance and economic security ot 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 also propose child and adult 
allowances for all children and adults, where the child allowance 
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would be a ~onthly qover~ent pa~ent to all children under aqe 
18, while the adult allowance would result from converting the 
personal adult tax exemption into a $300 or $400 adult allowance. 

Garfinkel and Mclanahan would limit the amount of time that the 
heads of AFDC families could receive cash benefits without 
workinq or proqressinq in an education or traininq proqram. The 
time limit they think miqht be reasonable is 2 to 3 months. They
would also create a work relief program to make jobs available to 
those who need them. Tbese jobs would pay minimum wage to make 
private sector or civil service public jobs mere attractive. A 
final step would be to provide support services, particularly 
education and traininq (participation in which the authors feel 
should be an alternative to actual work in a work relief 
proqram).· They suqqest participation in work relief be for 
mothers without pre-school aqe children. 

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

Butler and KQndratas ' Proposal 

Stuart Butler and Anna Kondratas suqgest a time limit on welfare 
receipt of 4 years. During the 4 years durinq which the person 
receives welfare, Butler and Kondratas recommend that education 
and job training be available and mandatory for teenage mothers 
(at least). At the end of the four years, if the woman cannot, 
support herself, she should only receive job placement services 
and in-kind benetits~ 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-fold: 1) it would make clear that AFDC 
is a temporary program; and 2) nif government cannot do the job 
of helping an individual achieve self-sufficiency in four years; 
it probably can never do that job at all, an~ it is time for 
SOCiety to try other approaches· (1987, p.158). 

Butler and Kondrataa also suqgest several other policy changes in 
a~dition to the time-limited AFDC proposal. These include: 1) 
providinq 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, fosterinq capital formation from within 
the community itself, tax relief for small enterprises,
enterprise allovances, and enterprise zones; 4) making tenant 
manaqsment 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 HAPPENS DURING THE FIRST TWO YEARS? 


In Putting People First, President-elect Clinton said: ~We will 
empower people on welfare with the education, traininq, 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 to be 
changed in significant ways_ First, States must improve their 
current JOBS program~ Two recent studies of JOBS (Chisman and 
WQodsworth, 1992; and Hagen and Lurie, 1992) suqqest that many
States are 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 adequate services and 
funding levels are available to belp prepare all AFOC recipients 
for the time when they exhaust their tiMe-limited benefits. 

JOBS ACTIVITIES 

current Law: A JOBS program must contain four mandatory 
components! 1) education below the postsecondary level 
(including high school education or equivalent, basic and 
remedial 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 out of four optional components: 1) group and 
individual job search; 2) on-the-job training (OJT); 3) work 
supplementation; and 4) community work experience (CWEP) or 
another work experience program approved by HHS. The program may 
also include postsecondary education or other education and 
training activities determined by the State and approved by HHS. 
However, public service employment (PSE) was not authorized under 
the Family Support Act (FSA). Tbe JOBS regulations state 
(Federal Register, 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." 

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

JOBS SUPPORT SERVICES 

CUrrent Law: Access to transportation and other supportive 
services for education and training ~y depend on wbether the 
individual lives in an area with a JOBS program. in JOBS areas, 
the State bas a duty to provide, pay for, or reimburse 
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 necessary to 
participate in approved education or training. In both areas, 
the State may choose to provide, pay for, or reimburse one-time 
work-relate~ expenses which it determines are necessary for an 
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applicant or recipient to accept or retain 8mployment. In 
addition, a State may choose to: 1) provide case manaqement and 
supportive services for up to 90 days from the date an individual 
loses eliqibility for AFOC; or 2) permit an individual to 
complete a JOBS component if funds for the activity are obliqated 
or expended, before the individual loses eliqibility for AFOC. 

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 requlations 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 traininq; day care for 
incapacitated adults; and substance abuse remediation. Allowable 
supportive services include work-related medical and dental 
expenses that eould have been covered through the State's 
Medicaid program. 

To be covered as a JOBS Gupportive service, it must be: 
specified in an approved Supportive Services.Plan; necessary for 
individual to participate in, or prepare for, a work, education 
or training activity; and not otherwise available on a non
reimhursable basis. The JOBS requlations direct states to 
establish monetary limits to be applied for each type of 
supportive serviee or activity. 

Issues: While all JOBS eomponent activities are aimed at 
promoting self-suffieieney, JOBS partieipants may need other 
services, sueh as substance abuse counselinq, 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 AFOC recipients eligible 
for JOBS support services without actually being JOBS 
participants. (Utah is testinq this as part of its Sinqle Parent 
Employment Demonstration.) 

Many support services are available at state option and some 
criteria may be necessary for ensuring that all States otfer the 
services necessary to address the needs of AFOC recipients (if 
henefits are time-limited), perhaps similar to the mandatory and 
optional components for JOBS activities. Even then, the issue of 
access must be addressed. 

In some cases, the actual cost of a supportive service for an 
individual may exceed the State-set maximum. It this is the 
case, does the individual have "qoo<l cause" f'or not participating 
in JOBS or the work proqram (and continue to receive full 
benefits reqardless of the time limit)? Should the maximum be 
lifted? 
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STATEWIDENESS 

current Law: All state JOBS programs were required to be 
Statewide by October 1, 1992~ The JOBS regulations define this 
as: having the full program operate throughout the State; 
receivinq approval for operating the program on a less than. 
statewide basis; or meeting a standard requiring a "complete" 
program in parts of the state and a "~inimal~ program in other 
parts of the state. A "minimal" program may involve little more 
than high school and job search requir~ente. A "oomplete" 
program is one that is available in all Metropolitan Statistical 
Areas of the State, and in a number of political subdivisions in 
which 75 percent of the State's adult recipients reside; it must 
include all mandatory components and at least two optional 
components. A "minimal proqram" is one that is available in a 
number of political subdivisions in which 95 percent of the 
State'.s adult recipients reside; it must include high school or 
equivalent education, one optional component, and information and 
referral to non-JOBS employment services. 

The fact that a pro9ram exists in the community just means that 
certain components exist in the area. It does not mean that any
particular individual will qet served, or get the activity she 
might want or need. The regulations do not address how much 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 political subdivision, nor must it operate the 
same optional components in each subdivision. If a state decides 
that it is not feasible to deliver the program Statewide, the 
State has two choices: 9ub~it·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 ti~e limit is enacted, should States be 
required 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 oould be unfairly
subject to a reduction in benefits after the time limit is 
reached t without having had an opportunity to participate in an 
appropriate activity (and tbe range of activities that may be 
available to others in other parts of the State). Such a reform 
may also mean that the State would have to fully fund all 
co~ponent activities and support services, even though this is 
not ourrently a requirement for having a ·complete" program.
Opponents of this reform could arque that allowing exemptions for 
those in "remote" areas or where a "complete" proqram is not 
available would undermine the message in the reform (and may even 
induce people to move to su~h areas). 

• 
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If States are required to extend more component activities 
throughout the State, should this requirement be ai~ed at 
offerinq a ·completen proqram, which can include only two 
optional components, or should all optional oomponents be offered 
as well? Should other components, such as postsecondary 
education or other education, tralninq, and employment activities 
approvable by HHS also be required? While this requirement can 
provide the necessary services to recipients, it can, in some 
instances, also place an undue administrative burden on JOBS 
agencies, especially those serving a relatively small JOBS 
population. In particular, some components may not be readily 
available in some areas (e.g., postsecondary education), while 
others may be costly to create (e.q., "8 work experience component 
for a small number of recipients), while othars may n~t be 
practical (e.g_, 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, a.g'f it may be difficult to provide substance 
abuse counseling in sparsely populated areas, yet without such 
counseling, some individuals may not be able to adequately 
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 ( or just volunteer to enter JOBS (which means the 
State will perform an assessment; formulate an ~ployability plan 
with input from the individual, and assign the individual to a 
co~ponent). In determining priority of participation among 
target groups, States must qive "first consideration lt to those 
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 without good cause after volunteering, her 
only 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 required to serve an 
individual if serving her would cause the State to Buffer a 
fiscal penalty for failin9 to spend 55 percent of JOBS resources 
on target group members. 

Issues: If a time limit on assistance is enacted, consideration 
could be given to ensuring that all recipients 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 
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general and then.allowing the State to cboose the component.
This latter policy may currently discouraqe 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 job search), In addition, the sanction for 
non-exempt individuals who volunteer could be repealed to further 
encourage voluntary participation, since after a specified period 
unconditional assistance will end. 

Except for target group members, the FSA does not address the 
issue of priority for volunteers in State JOBS programs. The FSA 
provides that in determininq 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 necessarily 
mean a State must serve them, only that it "must first look to 
volunteers." This not necessarily require that volunteers be 
served before others I regardless of the individual circumstanoes. 
Rather~ a state must give priority to a volunteer over a non
volunteer when all relevant factors are equal. The JOBS 
regulations (federal Register, October ll, 1989, p. ) say that 
"[d)ecisions to serve volunteers should be made on the basis of 
such factors as availability of services, resource oonstraints, 
effect on the targetin9'and partiCipation requirements, ana 
program goals." However, if a time limit on assistance is 
enacted, consideration could be given to requirinq states to 
serve all VOlunteers, regardless ot target group status, since 
without access to JOSS, they may be unable to prepare adequately 
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 fall below the target because the State 
served all volunteers.) 

JOBS PARTICIPATION 

Cur~eDt Law: At application or redetermination, the State must 
inform all applicants and recipients about the availability of 
JOBS and related services. The state performs an assessment of 
the individual's needs, proficiencies and deficiencies, family 
circumstances, and other relevant factors. Based on the 
assessment t the State and individual must enter into an 
employability plan, setting forth the services the State will 
provide and the activities the individual must do, states may 
also use participant-aqenoy agreements or contracts that sat 
forth mutual rights and responsibilities, 

The JOBS regulations (Federal Register, p,__) list participant 
preference "to the maximum extent possible" as one of five 
factors that the employability plan ·shall take into account," 
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Xssues, If a time-limited proqram is implemented, JOBS 
participants would have to be notified not just of the 
availaDility of JOBS services immediately, Dut also of the 
requirement to work after the time limit expires. in addition, 
participant preferences might be given greater weight, if not the 
Bole consideration, in the determination of a JOBS assignment. 

VOLUNTARY VS. MANDATORY PROGRl\l! 

curreQt Law. State JOBS proqrams are affected Dy two 
participation rates: the basic rate and the AlDe-up rate. 
states must meet eaeh rate or risk redueed Federal finaneial 
participation (to 50 percent). For the basic rate, monthly 
participation rates rise from 7 pereent in FY 1990 to 20 percent 
in FY 1995 (after which they end). A perticipant is an 
individual: 1) who met the partieipation standards of 75 percent 
of the scheduled hours of participation for the month; and 2) 
whose hours of participation, when combined and averaged with the 
hours of other participants, equals 20 or more hours per week tor 
the month~ For the UP proqram, partiCipation rates rise from 40 
percent in FY 1994 to 75. percent in FY 1991. To satisfy the UP 
requirement, one parent must participate at least 16 hours a week 
in a work program~ In the case of CWEP, the number of hours 
equal to the monthly grant divided by the qreater of the Federal 
or applicable State minimum wage would count. In addition, a 
parent under 25 who has not completed hiqh school or equivalent 
may be required to participate in an educational activity 
directed at attaining a high school diploma or equivalent. 

ISluest Proponents of a voluntary proqram argue that the time
limited assistance would be motivation enough to qet individuals 
to participate and that, in any event, all recipients would be 
required to work after exhausting their time-limited assistance, 
and therefore should not have additional burdens placed upon 
them~ Those who support a mandatory program arque that a 
mandatory program would ensure that a significant number of AFDC 
recipients are actively involved in workinq 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
sufficiency DY taking jODs or participating in educational or 
work-oriented activities, and the government is expected to 
support their efforts DY providinq the incentives and services 
necessary to ensure that states and recipients uphold their 
obli9ations~ Moreover, the current participation standards could" 
De viewed as a transitional phase for What may De more stringent 
work requirements for those who exhaust their time-limited 
benefits~ 

There is evidence from riqorous Bvaluations that partieipation in 
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some JOBS components can have positive impacts on a wide ranqe of 
participants, including many who typically would not have 
volunteered for a progru. A mandatory proqram can reach those 
who have the potential to benefit from participation, but are 
unlikely to volunteer4 This may be especially important for 
potentially long-term welfare recipients. Ellwood (1986, p.49) 
also notes! "The problems with wa1tinq to serve person 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 lost 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 to be quite modest. Although 
waiting does screen out some short-duration reCipients, AFDC and 
Medicaid payments provided .to recipients durinq the period before 
they are' served are lost, so that possible welfare savings are 
reduced." 

If participation is mandatory I efforts should be made to target 
"would-be" long-term recipients with effective interventions. In 
other words t 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 reviewing 
research findin9s on how programs differentially affect subgroups 
of welfare reCipients. While research to date is relatively 
limited, findings from the JOBS evaluation and other evaluations 
should provide important new information on targeting strat&qies~ 

Even with the existing participation requirements, most non
exempt AFDC recipients are not required to participate in JOBS. 
Consideration could be given to requiring all non-exempt 
recipients to partiCipate 1n JOBS so that they are prepared for 
employment should they use up their time-limited assistance~ 

However, others may favor removing all current requirements, 
noting that the work requirement after one exhausts their time
limited assistance should be enough incentive to prepare for 
employment and that imposing additional obligations during the 
first 2 years of assistance is unnecessary. In addition, 
requiring all or large numbers of Arnc 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) to all those who need them (i.e., all recipients as of 
the day of implementation and all subsequent applicants). 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 years; thus, the policy could be revisited at 
that time as walL) In other words, a strict mandatory program 
would force the JOBS program to be expanded many times over 



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 besed on the rate of applicants who bave not been on 
welfara two or more years). Thus, maintaining the status quo or 
relaxing current requirements would minimize the burden on State 
JOBS agencies. 

JOBS FUNDING 

current Law, Federal JOBS funding is capped; each State is 
eligible to draw down a capped entitlement amount from the 
Federal government each year, whioh is based on its pro rata 
share of the total Federal allocation. 

The total capped amount is $1 billion in FY 1993, rising to $1.1 
billion in FY 1994, to $1.3 billion in FY 1995, and dropping back 
to $1 billion in FY 1996 and later years. Federal funds for JOBS 
are available at tbrae matching rates: 

o 90 percent for expenditures up to the state's FY 
allocation; 

1987 WIN 

o the Medicaid rate or 
program costs; and 

60 percent, whichever is higher, for 

o 50 percent for administrative costs and for the costs 
transportation and other work-related and supportive 

of 

services. 

Issues: If JOBS services are to be expanded, funding levels will 
have to be increased. The issues are: 1) by how much; 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 qoinq on AFDC in the first 
place. For example, Sawbill (1990, p.3) has suggested placing 
greater "emphasis on teaching parenting skills to all teenagers 
before they become parents" and "more efforts to encourage young 
people to delay cbildbearing until they are prepared to take on 
the responsibilities of parenthood." Sbe has suggested financial 
rewards for the tbose wbo delay cbildbearing in low-income 
neighborhoods~ others have advocated greater use of family 
planning services, mentoring, and other interventions. "They 
argue tbat these kinds of services could belp obviate some of the 
bardsbips that may be associated with time-limited assistance. 



HOW WOULD THE TIME LIMIT BE MEASURED? 


ctJRRENT LAW 

Although there are a number of circumstances under which 
recipients can lose tbeir eligibility for AFDC (sucb as increased 
income, departure fram the assistance unit, etc.), the two that 
come closest to time-limited AFDC are the age of youngest child 
restrictions and the time limits in some states on welfare 
receipt througb the Aid to Families with Dependent Cbildren 
Unemployed Parent (AFOC-UP) program. 

AFDC provides assistance to needy children who are under age 18, 
or at State option, under the age of 19. This optional coverage
is limited to youth who are 18 but have not yet reached age 19 
and "who are full-time students in seoondary school or in the 
equivalent level of vocational or technical training and are 
expected to finish the progra~ before reaching age 19." This 
definition indicates tbat a family will become ineligible for 
AFOC when the youngest child turns 18 (or 19, under the optional 
coverage)~ By definition; therefore, AFOC runs out when you no 
longer have a dependent child. 

As of October 1, 1990 , all States running an AFOC program were 
required to operate an AFDC-UP program a1606 states that had an 
AFDC-UP program as of September 26, 1988, had to continue to 
operate the program witbout time limits on eligibility. Those 
States that implemented an AFDC-UP program after September 26, 
1988, were allowed to impose a time limit if a family had 
received AFDe under the Unemployed Parent program in at least 6 
of the past 12 months. This meant that a State could deny 
benefits to families for 7 out of every 13 months. 

OPTIONS FOR THE TIME LIMIT 

Option 1: One-time/lifetime limit 

proposal: AFDC receipt is a one-sbot deal. Onee a family begins 
a period'of assistance, it may continue to receive welfare for up 
to 2 years. If the family exits AFDC before that time, it may 
not receive AFDC aqain. 

Discussion, Althougb families would receive government financial 
assistance when they were in difficult circumstances once, they 
would not be able to rely on such assistance again. < 

Proponents of this option argue tbat it could increase the 
incentive to work because of the knowledge that welfare receipt 
would only be an option for a limited period on a one-time besis. 
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In addition, it could motivate recipients to more thorouqhly take 
advantaqe of the various education and training opportunities 
that are available while receivinq welfare~ There is also the 
possibility that it miqht discourage some unwed women from 
becoming single mothers, an important issue since, in 1991, 47 
percent of single-parent families Were in poverty, while 8 
percent of two-parent families were in poverty, according to 
Nicholas Zi11 (1992, p.13). (It is unclear juet how large the 
effect of AFDC on the prevalence of single motherhood is, and it 
is even more difficult to know how this option would affect the 
question.) 

Critics of this option could argue that it could be harmful to 
those who fall onto a second period of hard financial times (or 
to those who are unahle to extricate themselves from the first). 
If the individual "does not qualify for unemployment compensation, 
the family's income might he severely limited during periods of 
unemployment~ This l of course, could have adverse effects on the 
welfare of the parent(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 discouraqinq some of 
the people who would leave· their first spell on welfare in less 
than two years (whether they are likely to return or not) from 
leavinq before the two years are up. 

Issuas, One very important issue is whether AFDC recipients will 
have sufficient access to education, traininq, and support 
services during the time they are permitted to receive Aloe 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 reviewinq whether and to what degree 
recipients are taking advantage of the services~ 

An important issue involves whether the lifetime limit will 
affect the decisions families make about leaving AFOC. 

According to "Targeting 'Would-Be' Long-Term Recipients of AFDC" 

hy David Ellwood, ~ore 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 
who 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 their first spell on 
welfare exited durin9 that second year, while 32 percent of those 
who were in their second year of a spell subsequent to their 
first exited during that second year (Ellwood, p.16). These 
numbers shOw that a sizahle percentage whO come onto welfare, 
leave before the end of 2 years and that an important percentage 
of these people, though, come back to welfare. 

Under a one-time lifetime limit, it is possihle that some portion 
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of these individuals may actually prolonq their time receiving
welfare, knowing that it is their only opportunity to collect 
benefits. (This may not necessarily be a bad outcome, if the 
family head uses the period to increase her human capital that 
leads to a better job and higher family income in the future.) 

Option 2; Lifetime limit 

PropoBalt The total amount of time that welfare could be 
received would be 2 years, but this amount could be accumulated 
over time over multiple spells. Families woul~ be able to leave 
welfare and return, but the total amount of time during which 
welfare could be received would be 2 years. 

nt.CUBBion: 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 allow~ maximum 
time on AFDC), using it as a safety net, until they were able to 
find more work or gain additional skills. In fact, this could 
encourage people to leave AFDC as quickly as possible in order to 
retain as much time as possible for future short-term 
emerqencies. A disadvantaqe would be that someone might use up 
their full allotment of time receiving AFDC and still be in need 
of more. 

Option 3: Each AFDC spell would be limited to two years4 to 
[egualify for ArpC. a family must be off AFPC for a specified 
period of time. 

Proposal. Institute a two-year limit on each AFDC spell, with a 
minimum amount of time required between spells before a family
could requalify for receiving AFDe. 

Discussion. One of the benefits of this kind of system is that 
it would allow a family to access the welfare safety net more 
than once in the event that the family ran into financial 
difficulties More than once. A potential disadvantaqe to this 
system is that it still seems to make welfare a revolving door. 
As Sawhill (1992, p.7) notes, "Allowing routine returns to 
welfare could well defeat the 90al of encouraging self
sufficiency and make a time-limited program little ~ifferent from 
the present one." In addition t some clients may not have the 
incentive to learn skills that will lea~ to long-term 
independence if they know that receiving AFDC aqain is a 
possibility. 



ornER ISSUES _ 

Although President-elect Clinton has proposed a time limit of 2 
years, the actual len9th may be a suhject of nQ9otiation in a 
legislative package. Proponents of a relatively short time 
limit, such as 2 years, argue that it sends a clear messaqe that 
welfare is 8 transitional rather than long-term, source of 
support. A long period, they believe, would allow many
recipients to avoid work for many years~ However, supporters. of 
a longer time period argue that the same message is sent that 
welfare 1s transitional. but using the longer time limit 
recognizes that more-than 2 years is needed by many people to 
gain the skills and education needed to support themselves 
independently. 

Should the time limit be strictly interpreted or should it 
represent an average a~on9 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 eS a first 
language or have serious educational and skill deficits (to give
them more time to prepare for employment and long-term self
sufficiency)? 

Should there be extensions for people to finish an education or 
training aotivity? Given the limited education and work 
experience many recipients face, it may take more than two years 
to seoure the necessary skills. Sawhill (1992. p.6) points out 
that this is a difficult decision: "Deciding wbether to permit
extensions is made harder by the absence of solid research on 
what to expect from a full two years of intensive education, 
trainin9t or work experiences. This is because most of the 
earlier welfare-to-work efforts that have been studied were 
short-term and focused on job placement, rather than human 
capital development." However J she also observes (p.6); ~unless 
oarefully circumscribed. permitting extensions may send the same 
mixed messaqe about the rules of the new system as allowing
exemptions. To minimize this effect. it may be necessary to 
permit extensions only for a specified time in a limited number 
of cases, where in the judqment of a case worker, they would 
improve significantly a recipient's prospect of self
sUfficiency. It 

Should someone who leaves welfare be able to "earn" additional 
months of benefits for time spent off AFDC? For example, under 
Vermont's proposed demonstration project, a recipient could earn 
3 months of AFDC for every 12 months spent off assistance. 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 oomputation 
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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 optlons involves 
the administrative obstacles to keeping track of the periods 
during which people are on and off of AFDC. Most States 
currently only keep information on AFOC 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 J 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 required 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 o't 
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adult AFDC recipients can be required to participate in JOBS each 
month. 

DISCUSSION 

A fundamental design issue of any time-limited AFDC proposal is 
whether these exemptions (or others) will be applied~ As Ellwood 
(1992, p419) notes, "A program that requires work from lOt of the 
caseload which has been on welfare for more than two years is 
very different from one which requires work from SO,~· He 
estimates that of the current 5 million eases, at least 3 million 
have been on welfare for more than :2 years", Thus, if the 
participation requirement were 10 peroent; just 300,000 jobs 
would be required, whereas if it were 80 percent, 2.4 million 
jobs would be required. 

While there are a number of reasons for exempting some people, 
either permanently or temporarily, these determinations are not 
an easy 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 otten 
exceptionally complex and crisis laden worlds? Are they to have 
additional burdens placed on them?" He continues (p.21): "It is 
not hard to datermine the impact of relatively objective 
exemptions like the age of younqest child. But no one has a 
clear idea of how many people are in. 8 poor pOSition to work 
because of their physical, so.cial, or mental status.. Making: 
rules too flexible will laad to easy possibilities for gaming the 
system. Making them too strict could significantly increase 
homelessness and stress for people living right at the margin. 
Indeed both outcomes are likely in any serious system." In ~ 
SYBPqrt, he argues that these eases should be evaluated on a 
case-by-case basis and not allowed to shape the whole welfare 
system. 

OPTIONS 

option 1: All Able-Bodied AFPC Recipients 

Proposal: Several proposals would require all able-bodied 
adults, including mothers with young children, to work once they 
exhaust their time-limited welfare (see PPI, 1992; Ellwood, 1988; 
Kaus, 1992; and Vermont ,1992). The principal change to the 
current JOBS exemptions WOUld be to eliminate the exemption 
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status for mothers with children under age 3 (or under age 1, 
state option). Generally, those currently exempt for other 

at 

reasons (e~g.t under age 16, elderly, incapacitated) would 
continue to be exempt f since they are not considered "adults" 
"able to work. 1I However, the exemption for those with young 

or 

child affects the majority ( percent) of currently exempt AFDC 
recipients and would significantly increase the number required 
to work. (These proposals would typically provide a short period
for maternity leave, 6.9.1 Vermont would provide 16 weeks, but 
even mothers with children under ~ge one could be required to 
work. ) 

Discussion: 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 approach, such as Kaus (1992, p.130), 
argue that applying the work requirement broadly would have a 
larger impact on behavior and welfare dependency: -'The way to 
make the true costs of bearing a child out 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 themselves, most would choose a 
different and better course for their lives~u He further argues
(p. 254): "Even if the oDjective 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 Dosses and paychecks without letting them grow 
accustomed to dependency." 

However, others argue that there are legitimate reasons for 
continuinq exemptions~ First, exempting mothers may be important 
for the well-being of children. Some concerns have been raised 
regarding potential negative effects on children from requiring a 
parent to participate in welfare-to-work program or work itself. 
However t there is little evidence on this subject. Accordinq to 
Garfinkel and McLanahan (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 employment-
particularly the Denefits of added income--are positive for 
children as well as mothers. But even the best studies are 
plagued with.the proDlem that mothers who are employed may De 
different in unmeasured ways (such as their child-rearinq
abilities and coping skills generally) from those who are not 
employed. As a consequence, it 1s possible that the children of 
poor single women who are not in the laDor force might be even 
worse off if their mothers were employed. The best studies have 
controlled for many differences among mothers, however, 
suggesting that the evidence so far accumulated is worth careful 
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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 bear in mind that under 
this proposal, all mothers will not be required to leave the home 
until the time limit actually expires; thus, unless they have 
additional children, they would not be required 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 
serious transition problems when work is required after the time 
limit is reach~d.} 

Research on programs servinq mothers with young children suggest 
that they can be effective. For example. in an evaluation of the 
Arkansas WORK program, Friedlander (1988, p*xx) reports: "The 
inclusion Of women with Children ages three to five in Arkansas 
more than doubled the number of individuals who enrolled in the 
program during the demonstration~ Employment rates were the same 
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 AFOC caseload were therefore more 
than twice what they would have been if only the impacts on 
regular WIN mandatories were counted." Similarly, in the San 
30se site of the MFSP demonstration, the larqest net impacts were 
for mothers with young children. According Gordon and Burghart
(1990, p.53): "The program impact for women whose youngest child 
was between age 0 and 2 at baseline is almost 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 
fro~ zero), and the impact for WOmen whose youngest child was 
older than age 6 is only 3 percentage points (aqain, not 
significantly different from zero)." 

Garfinkel and McLanahan (p. 186) su9gest experimentation and a 
gradual phase in for mothers with preschool children: 
"Individual states and the nation will have more than enough 
challenge for the next few years to provide sufficient jobs at 
the minimum wage for AFDC custodial parents with no preschool-aqe 
children. At the same time, since the issue is so important t the 
federal government should support some state and local 
experiments with work relief for poor mothers with presenool-age 
children of various ages. To the extent that these efforts prove 
to be beneficial for various subgroups. the states or the federal 
qovernment can extend the program accordingly." 

Second, requiring all AFDC recipients who have exhausted their 
time-limited welfare to work 1n public sector jobs if unable to 
find unsubsidized employment can initially bs very expensive. 
These costs arise not only due to the eost of providing a larger 
number of community service jobs, but also because mothers with 
preschool children are more likely to need child care services 
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and because the cost of such services may be more expensive, 
e.g., infant care. Past research by MORe 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 AFOC 
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 JOBS 
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, no 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 1Igood cause 1l exemptions be allowed for those temporarily 
unable fa work? 

Are those living in "remote tt 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 
someone who lives in a remote area would, but 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 
paint? 

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 jobs 
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 
education or training component? Should there be a limit on this 
extension, e~9~, 1 year? Should it be restricted to those who 
started an activity as soon as they went on welfare (or the 
proposal is impleaented), since otherwise it could be gamed by 
individuals who enroll in an educational/training activity
shortly before exhausting their time-limited welfare just to 
avoid the work requirement? 

Option 2: All Hon-Exempt AfDC Recipients 

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

Discussion: Limiting the work requirement to those who are non
exempt for JOBS would reduce the initial cost and implementation
hurdles; however, it would mean that AFDC recipients could 
experience much longer periods on welfare before becoming subject 
to some sort of participation requirement. This means that an 
AFDC mother who qives birth could remain exempt for 3 years and 
then have another 2 years· on welfare before her time limited 
benefits are used up. 

Issues: What happens if a woman receiving welfare has another 
child? Does she continue to remain exempt? Ellwood would allow 
an initial exemption 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'9., by lowerin9 the ~qe 
of the youngest ohild exemption to 11 This would reduce 
incentives for additional childbearing to avoid the work 
requirement (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-exempt status? 

OTHER ISSUES 

Should temporary exemptions be granted to those who cannot work 
for reasons beyond their control I e.g., an illness? Should 
mothers who have a baby be allowed a period for family leave? 
Vermont's demonstration proposal would allow a I6-week period.
In addition, there may be legislation that makes family leave a 
requirement for private sector employment (though most such 
proposals would mandate unpaid leava). If such exemptions are 
granted to those who are required to work, should they also be 
used to, in effect, ·stop the clock- on the countinq of the time 
limit for those receiving AFOC benefits? 



COMMUNITY SERVICE JOBS 


Placing a time limit on the receipt of AFOC and replacing 
benefits with a community service jobs proqram is the fundamental 
element of the welfare reform strategy enunciated in Putting 
2eop1e First. While the community service jobs component can be 
structured in varying ways, supporters of such a program contend 
that it would have a number of benefits. First, it could 
increase overall economic efficiency and qrowth by employing 
those who would otherwise not be working_ These" gains would 
arise from reduced taxpayer costs for welfare, as well as the 
provision of important public services4 Further, participation 
in a community service job could also increase the employability 
of those participating in the program. The result could he 
higher earnings and reduced childhood poverty, especially if 
coupled with other nonwelfare antipoverty strategies. In 
addition, 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 
children and will he"more likely to provide children with the 
financial support they need. Public opinion surveys also show 
overwhelming support for requirements that .ake work a condition 
for receiving welfare benefits and eVen welfare recipients who 
have participated in work experience programs generally view them 
as fair and rewarding. Finally, the work performed by welfare 
recipients (or former welfare recipients) can help states and 
communities provide important public 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 of programs that require work in terms of increased 
employment and earnings for welfare recipients and their cost
effectiveness for government. In fact, since many welfare 
reCipients faoe numer9us barriers to employment, forcing them 
into relatively low-paying employment, rather than providin9 them 
the education and skills to enhance their long-term employment 
prospects, could result in the redirection of public resources 
away from cost-effective programs ~o programs that may not be, 
i.e. work programs. The research on welfare-to-work progra~s, 
and work programs in partioular, is very limited.) Finally, 
critics of a community service jobs program argue that it could 
actually reduce economic efficiency and growth by increasing 
government costs and misallocatinq 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 qenerate economic 
inefficiencies and reduce the resourCes for private sector job 
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creation. In addition, there is the possibility that workers 
placed through a community service jobs program will take jobs 
away from those who otherwise would have been emplcyed~ 

Those who argue against the community service jobs program 
qenerally favor the status quo, thouqh critics of this would be 
quick to point out that this would fail to substantially reform 
welfare. Others who have proposed settinq a time limit on 
welfare have done so without creatinq 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 Stamps and Medicaid, but not AFDC. While extending 
the time limit frOD 2 to 4 years would reduce the number who 
exhaust their lifetime entitlement to AFDC and give individuals 
~ore time to prepare for unsubsidized employment, it would 
increase the economic hardship on those willing to work, but 
unable to find employment. As Sawhill (1992 , p.ll) observes, 
"the potential for hardship without a residual jobs prog'ram may 
still be seen as too great, even with a four-year time lim.it." 

A major desiqn issue is whether welfare recipients will work ott 
their welfare benefits or whether they will lose welfare 
altogether and instead be offered jobs which pay wage5~ The 
tI'Work for welfare" option, or "workfare;" is currently an 
allowable activity under JOBS (work experience). The "work
instead~of-welfareU option 'Would replace welfare with a 
qovernment job, where participants earn wages; this option is 
probably best characterized as public service employment (PSE), 
component of the earlier CETA and WIN proqrams. While there are 
a number of similarities between the approaches, there are also 
significant differences. 

There are also a wide range of intermediate options. Some are 
other JOBS components, such as work supplementation and on-the
job-training (OJT), which represent sUbsidies for emp~oyment. In 
addition, there are a number of other options available for 
encouraginq private sector employment, such as tarqeted 
employment subsidies. If a community service jobs program is 
created for those who exhaust their time-limited AFDC benefits, 
anyone or more of these programs could be used. 

WORKFARE OPTIONS 

Work ExPerience Programs 

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 emp~oyment 
by providing them work experience and training. A CWEP 
participant works for a State-desiqnated employer as a condition 
of continued AFDC receipt. CWEP placements must be limited to 
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projects which serve a useful public purpose in fields such as 
health, social service, environmental protection, education, 
urban and rural development and redevelopment~ welfare, 
recreation I public facilities, public safety, and day care. CWEP 
participants must not fill established I unfilled position
vacancies. 

The maximum hours of required 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 .inimum wage. After a 
person has been in a CWE1? assiqnment for nine months, the maximum" 
number of hours can 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 t or the rate of pay for 
individuals employed in the same or similar occupations by the 
same employer at the same site. The State may not combine the 
participant's Food Stamp allotment with the AFDC qrant in 
determining the maximum hours of CWEP obligation for purposes 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: capital 
expenditures; the cost of making or acquiring materials or 
equipment; 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 co~structed 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 minimum wage~ 

Discussion: proponents of the workfare approach cite five 
advantaqes. First, it limits the cost of the work requirement, 
because recipients are not paid wages (but work off their grant); 
therefore I 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 unsubsidi~ed 
employment. Sawhill (1992, p.9) observes! "While the likelihood 
that CWEP would be dead end jobs is hi9h, that unattractive 
feature may encourage recipient efforts to utilize training and 
job placement efforts in order to avoid ending up in a CWEP. It 
would also 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)j rather than relying on 
welfare. Third, adjustments can be made to individual 
circumstances. For example, the work obliqatlon for mothers with 
young children could be limited to 20 hours per week (which is 
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current law, except for teen parents, who can be required to 
participate in educational activities on a full-time basis) and 
those who experience a hardship that precludes their 
participation could be granted a "good cause" exemption'.
Similarly, if there are not enough o~unity service jobs or if 
child care is unavailable, individuals can be excused fro= the 
obligation to work. Fourth, since work experience is an existing 
JOBS component and many states have experience with it, it CQuid 
be phased in as capacity 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 beinq at least as productive as similar, non-welfare 
employees (see Appendix B). 

opponents of the workfare approach cite a number of 
disadvantages. First, in States where AFDC grants are relatively 
low, the requirement to work in a CWEP projeot could be min;mal; 
in some States it may be less than 10 hours a week, where the 
hours worked is constrained by the size of the grant divided by 
the minimum wage (or prevailing wage, after nine months). The 
number of hours can be reduced still further if the family has 
other income (e.q.( child support or earnings), which can mean 
that the work requirement is short. even in high benefit States. 
Moreover, fluctuations in such income can resu~t in a fluctuatinq 
work requirement. These conditions can make it difficult to 
develop meaningful jobs for both recipients and employers, as 
well as create administrative problems associated with monitoring 
jobs with such small obligations. One alternative to CWEP is a 
state-designed alternative work experience program, which gives 
States the flexibility to set the hours of the work obligation 
regardless of the size of the grant. Under this option, states 
could, for example, simply require the same (or a minimum) amount 
of work in all States. This, however t would create an inequity, 
where those with low welfare grants would effectively be working 
for a much lower "wage rate. II (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 AFOC grant to determine the work 
obligation, thereby creating a more meaningful work obligation 
and one that is linked more closely to a reoipient's total public 
assistance benefits. 

Second, if the traditional CWEP program is required, there are 
equity problems. Ellwood (1992, pp.14-15) notes: "[SJtates with 
low benefits are rewarded with a much smaller work program 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 
payments and ~hus must work off a smaller portion of their total 
90vernment bene!its. II He also adds that if Food Stamps are 
included, then new inequities are created ai AFOC recipients 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 program, the participation requirement in the program is 
quite low, just 10 percent of the non-exempt easeload~) 

Third, oritics of CWEP arque that the CWEP jobs created 'WOUld be 
make-work and would not provide opportunities for participants to 
move into real jobs. For example, Ellwood (1992, p.lS) claims 
that CWEP "is an obligation which carries no discernable long 
term benefit to either the recipient or the qovernment. M 

However, the research in this area is extremely limited, with 
, virtually no rigorously evaluated program testing the net impact 
of CWEP program in isolation. Most MDRe programs tested CWEP as 
part of a multi-component obligation, and not CWEP alone. (Some 
less rigorous eValuations suqgest that there may be positive 
impacts on employment/earnings and welfare dependency (see Janzen 
and Taylor. 1992; and Schiller, 198). In addition, additional 
research sU9gests that it may also be cost-effective (sea MORe 
evaluation of west Virginia's pro9ram)~) 

Fourth, Ellwood (1992, p.1S) cautions, "Since CWEP jobs may not 
really look or feel like real jobs, there is a high likelihood 
that the public will regard the program as something of a sham. 
Recipients are still on welfare, though some are working 
somewhat. Exemptions are likely to be legion. stories will 
abound about people not really working I '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 
witn recipients in CWEP programs (see MORe, p. ) indicate 
that while the recipients believe the work obliqation is fair, 
they also feel that employers are qettinq a better deal since 
they "work for free~n In addition, unlike real jobs, if welfare 
recipients fail to perform they can appeal and still get paid 
(unlike a job) durinq the appeals process~ Ellwood (1992, p.14) 
speculates that "there will be a siqnificant portion of the 
caseload that learns to game the system to avoid the obliqation. 1f 

In short, Ellwood (1992, p.16) concludes: "What is being offered 
is not an alternative to welfare t but an additional rule tor 
receiving it." 

Issues: Should other proqrams J such as Food Stamps, Medicaid, 
and housing assistance be included in determining the hours of 
work required? (The Bush Administration, as part of the "Welfare 
Employment and Flexibility Amendments of 1992," had proposed 
allowing States to determine the maximum "workfare" obliqations 
by a9qregating the value of AFDC, Food Stamp, housin9 assistance, 
and Medicaid benefits, up to a maximum of 40 hours per week.) If 
so, should non-AFDC recipients of these other programs also be 
required to work, so as not to create inequities between AFDC and 
non-AFDC recipients? 
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Should the Federal government impose a minimum hourly 
participation requirement to make the work program meaningful? 
Should it also have a maximum? Under current law, the maxi.um is 
20 hours per week for non-exempt mothers with cni1dren under 6 
and 40 hours per week for other non-exempt individuals~ 

Should "payment after performance" be oonsidered an option for 
all AFDC recipients? currently, payment after performance is an 
AFDC-UP option, but it is limited; aid can be denied, but if the 
recipient appeals the sanction within 10 days, he can receive 
"aid paid pending" (a Goldberg y. Kelly issue). Thus, while 
intended to simulate the real world, the current restrictione in 
the UP payment after performanoe provision are weakened by 
requlatory constraints. (The Bush Administration, as part of the 
IIWelfare Employment and Flexibility AlIlend..m.ents·of 1992, had 
proposed allowing States to distribute AFDC benefits after work 
and training assignments had been completed.) Should the payment 
for performance provisions be strengthened to more closely
parallel the job experience? 

CWEP participants are cur.rently not considered to "earn" wages, 
as are participants in other JOBS components, e.q., work 
supplementation and OJT. Should this pro~ision be changed, 
enabling participants to qualify 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 waqes, and the family has other income through the 
year, its AFDC benefits would also be potentially subject to 
Federal income taxes, since they would no lonqer be considered a 
welfare payment, but earned income.) 

PUBLIC SECTOR JOBS 

public Service Employment 

current Law: Public service employment (PSE) is defined in the 
. Joas regulations (Federal Register, October 13, 1989, p. 42254) 
as "fully-subsidized employment in a public agency." There is 
currently no provision within AFDC/JOBS for public service 
employment, because subsidizing an employer at a rate of 100 
percent was not viewed as an effective use of limited resources 
and because of the concern that nroutine costs of State and local 
90vernments would be inappropriately shifted to the Federal 
government under such a program." (Federal Register, October 13, 
1989, p.42183) In fact, it was specifically prohibited in the 
Family Support Act. However, PSE was a major component of a . 
number of the earlier Department of Labor employment and training 
programs, most notably eETA, as well as the Work Inoentive (WIN) 
program, the primary welfare-to-work program prior to JOBS. 

Discussion: proponents of providinq public service employment 
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argue that the principal advantage of this approach is that 
individuals would have real jobs and are not just ~orking off 
their welfare grants. The jobs would have a set work schedule 
and the person would receive a paycheck, rather than a welfare 
check, and failure to perform would result in a reduction in 
wages. In fact, in some low benefit States, families would be 
able to increase their standard of living by taking full-time 
jobs that pay more than AFOC (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 
strategies are enacted, e.g., an expanded EITC and universal 
access to health care. Second, the jobs would not be governed by 
all the rules associated with a CWEP requirement, wbere the 
hourly work require~ent can vary depending on the size of the 
grant and whether the amount should be divided by the minimum or 
prevailing waqe~ Ellwood also argues that issues associated with 
other proqrams are straightforward: "Earnings from the last 
resort jobs are treated the same as earnings from any job when 
calculating eligibility and benefits for other programs." 

However, opponents of a public jobs program ~ake a number of 
counterarquments. First, it can be very costly. For example l 

replacing AFDC with a public jobs program that pays minimum wage 
for full-time work would be much more costly than simply paying 
the AFDC grant in most States. Second, creating jobs for all 
those who have eXhausted their time-limited welfare may require
the creation of as many as three ~illion public jobs. This would 
be a difficult undertaking, especially if the jobs are to enhance 
the work experience and skills of participants, while also 
providing a useful public service. Sawhill (l992, p.e) points 
out that relying solely on such jobs i'can 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, where they. have little chance to ~ove into 
the vast number of unsubsidized·positions in the private sector 
that help them escape fro~ poverty,·1 critics also 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 to provide 
a large number of jobs hecause of the inherent difficulties in 
running a program for welfare recipients. In 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 them. 

However, supporters of public sector jobs could respond that the 
intent of the jobs is not like past CErA program, which was to 
fight unemployment, but to change the nature of welfare. They 
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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 delaying childbearing are increased. 
Finally, states have in the past decade had to cut back on useful 
public services and the community service jobs created could help 
restore some of these. 

Xssues; Should PSE be reconsidered as a JOBS component or would 
community service jObs be created through some other mechanism? 

While initial 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 eligibility for 
those who would otherwise return to welfare must be resolved. 
For examplst will income or assets tests be applied? If not, 
some community service jobs may provide employment for those who 
would otherwise not require 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 AFDe rules to those who are in community 
service jobs could be administratively cumbersome and costly.
(KauB (1992) suggests making the jobs available to anyone who 
wants one. , This would reduce the stigma associated with beinq 
linked to, a welfare program; however, the cost of expandinq the 
program to single individuals and chi1dless couples could be 
significant. In contrast, President Carter's welfare reform 
proposal, the Program for Better Jobs and Income, would have made 
job search services available to both those on cash assistance as 
well as those who did not receive such assistance, e.g., single 
adults and childless 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 continue to receive welfare if 
otherwise eligible, or would all assistance end? If welfare 
eligibility is continued, would the family be eliqible 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 generous to) the former 
(to inorease incentives for unsubsidized employment}? 

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

OTHER OPTIONS 

There are a number of ways incentives for private sector. 
employment could be increased. Sawhill (1992, p.10) describes 
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this option as follows: "Private employers could be offered deep 
subsidies-initially -- perhaps ioo 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 employers could be encouraged to make 
a commitment to hire and train disadvantaged people as 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 source of 
cheap labor) and that a reasonable proportion of subsidized hires 
(perhaps 50 percent) was making the transition to unsubsidized 
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-term unsubsidi~ed 
employment~ Finally, the cost per placement is typically much 
lower than with public sector jobs, since only a portion of 
earnings are subsidized and/or only for a limited period of time. 

However, Sawhill also notes that there are likely to be problems 
with this approach, such as low take-up rates by employers and 

,the fact that some employees may never transition to unsubsidized 
employment. Therefore, these options are more likely to be 
viewed as complements to a community service jobs program, rather 
than as a substitute. Several options currently available are . 
discussed below. 

Work supplementation 

CUrrent Law: Work supplementation is one of four "optional 
components tl for State JOBS programs. In work supplementation, 
the AFDC grant (i.e., IV-A funds) is used to sUbsidize jobs for 
participants. A State may use JOSS (i.e., IV-F) funds to 
supplement the wage pool. States. have substantial flexibility in 
determining eligibility and whether participants have ~ployee 
status during the first 1.3 W&eks of plaoement ("employee status" 
confers the benefits available to regular employees of that 
employer). If the wages from a subsidized job make a family 
ineligible for AFDC, they remain eligible for Kedicaid throughout 
the period of the placement (which is different from OJT, where 
participants who lose AFDC eligibility are not automatically 
eligible for Medicaid) and can also receive child carS4 

Jobs created through work supplementation are provided by the 
State or local agency, or by any other employer in which all or 
part of the waqes are paid by th~ State or local agency. The 
State may determine the lenqth of the subsidy, amount of wages to 
be paid to the participant, amount of subsidy, ana conditions of 
participation. However, no participant may be assigned to fill 
any established, unfilled position. Wages paid 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 withholding, and can qualify the participant for the EITC~ 

The entire grant may diverted to subsidize employment or the 
participant may remain eligible for a 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 supplementation 
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 incom~ disregard for the first nine months of work 
supple~entation placement, even though the full disregard 
normally expires after four months. The maximum Federal payment 
to a State for ~aking 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 
received the maximum AFDC grant payable to a family that size 
with no income. Federal payments are available 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 qenerating 
employment opportunities I 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 minimi2ed somewhat if other 
programs, such as Food stamps were inCluded in the proposal,
i.e., if the features of the work supplementation proqram,were 
extended to these programs as well. This option has been 
proposed by Representative Weber.) 

Should the nine-month time limit on Federal payments through this 
program be removed, so that if AFOC benefits are eliminated or 
curtailed, the Uquaranteed job" 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 reimburses an 
employer a portion of the wages paid to a participant durinq a 
training periOd. states have considerable discretion in 
determining how much an employer is paid and for how long_ In 
OJT, a participant is hired by a private or public employer and 
while engaged in productive work, receives training that provides
knowledge or skills essential to full and adequate job 
performance. The OJT contract reimburses the extraordinary costs 
incurred by the employer in providing training and additional 
supervision. In this regard, it is different than the work 
supplementation pro9ram. Payments to an employer may not exceed 
the average of 50 percent of the wages paid by the employer to 



the participant during the traininq period. 

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

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

issues: OJT is intended to reimburse employers for the 
Uextraordinary costs II of providing training and is not intended 
to be an on-going employment subsidy. If OJT is to be a 
mechanism for providing guaranteed jobs l its mission would have 
to be redefined. 

Should OJT provisions be revised to allow for the payment of more 
than 50 percent of an employee'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 
bill. 

Job Deyelopment/Job Placement 

CUrrent Law: As part of JOBS, New York and connecticut have 
contracted with America Works. The firm places AFOC recipients 
in private sector jobs that have "decent" wag'es and benefits. 
They receive $5,000 for every person they place. They do not 
collect the fee unless the individual remains employed after 

The Progressive Policy Institute (1992, p.230) has 
recommended: 

Discussion: "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 welfare recipients in private jobs and keep part of the 
money a state saves when someone lea~es the rolls." 

Supporters argue that the approach is likely to have a higher 
payoff than eXisting JOBS employment and training aotivities. 
They cite the success of America Works, wbiCh provides intensive, 
personalized support for walfare mothers after they take a job. 
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They contend that the success 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 creamS6 Even though they serve a 
disadvantaged population, some contend that the most motivated 
and most job-ready among this qroup are selected. Since there is 
n6 solid evidence on its cost-effectiveness, and placement fees 
are so 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 made for them. 

Issues: Should payments for placements be adjusted for the 
characteristics and barriers facing given clients, i.e. t paying a 
larger amount for those least job-ready. 
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Targeted Jobs Tax credit 

current Law: until recently, the Targeted Jobs Tax credit 
(TJTC), originally authorized by the Revenue Act of 1978, 
provided an incentive for hiring specific, targeted groups. (The
TJTC 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; J} 
economically disadvantaged Vietnam-era veterans; 4} SSI 
recipients; 5) general assistance recipients; 6) economically 

, disadvantaged cooperative education students aged 16 through 19; 
7) economically disadvantaged former convicts; 8) AFDC 
recipients; and 9) economically disadvantaged summer youth
employees aged 16 or 17. Individuals are considered economically 
disadvantaged if their family income during the previous 6-month 
period was 70 percent or less of the Bureau of Labor Statistics 
lower living standard income level~ Target group membership must 
be certified. 

The credit generally is equal to 40 percent of the first $6,000 
of qualified 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 employees, who can 
receive 40 percent up to $3,000 of wages, for a maximum credit of 
$1,200). The credit is only available if the individual is 
employed for at least 90 days or has completed 120 hours of work 
for the employer (14 days or 20 hours in the case of economically 
disadvantaged summer YOUth employees). 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 
over 445,000 employees qualified for the TJTC, but acknowledges 
that the "net increase in u.s. e~ployment is probably less than 
this amount because some of these employees might have been hired 
without the credit t and some noncredit employees might have been 
displaced by the targeted jobs credit program." Of the 445,000 
certifications, 99,127 (or 22 percent) represented AFDC 
recipients. 

TJTC has remained relatively small, despite being an open-ended 
entitlement program. Bishop (1990) 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 TJTC eligibles; 
and 4) lack of incentive for local managers. 

Researcb ~ihdinqs: Programs usinq 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 



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 disadvantaqed person perceived as havinq low skills 
and little work ethic, the perception that the extra work and 
costs of the program are not worth the benefits j and lack of 
knowledge about the proqram. 

studies of past and current programs indicate that they are 
underutilized and ineffective in raisinq the employment of target 
group members~ Of all individuals hired under the WIN Employment 
Tax Credit Program I never more 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 TJTC are even lower. 
Economically disadvantaged youth aged 18-24, who make up over 50 
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 ~ere 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'casht 
individuals with a voucher that could be used as a tax credit,

I and individuals with no voucher at all~ The credit and the 
subsidy were of equal value , but the credit was not refundable. 
The result of the study were that 13 percent of the tax credit 
group, 12.1 percent of the cash rebate group, and 20.6 percent of 
the control qroup found jobs. 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 wil~ be poor
workers, those employers who unknowingly hired TJTe eliqible 
workers and were later asked to compare their quality of work to 
other employees stated that the TJTC eligible were just as 
productive and sometimes even more so. 

Employers are also less likely to participate in the program if 
they perceive the costs to be too high. To participate I they 
must learn about the program (including complicated eligibility 
rules}1 establish a relationship with the administerinq agency, 
and apply for certification of those new hires they believe to be 
eligible. One study found that government outreach can increase 
utilization of the proqram. Firms who were personally contacted 
by an government representative were 63 percent more likely to 
participate than firms who first heard about the program 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 TJTC were interviewed. 
The majority stated that soreening of employees for eliqibility 
occurs after they are hired. Therefore, rather than recruiting 
individuals who are members of a target qroup in order to claim 
the tax credit, firms get the windfall for employees they would 
have hired anyway~ 

IS8ues: Before adopting a program like the TJTC as a Deans of 
employing AFDC recipients, there are several issues to consider. 
Should the proqram be targeted or should employers be able to 
claim a credit for any new employee they hire? Is there a way 
to prevent employers from suing the credit for employees they 
would have hired anyway? Should the program qive tax credits to 
firms or should it offer cash rebates? Should 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 to 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 for any employee and for any 
type of job. There are several advantages to a broader type of 
program. First, the stigma problem will no longer exist. 
Second, firms prefer the less targeted programs, and would be 
more likely to participate. A drawback to a broader proqram 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 
utili~ation of the targeted programs. 

Another problem with the tarqeted tax oredit programs is that 
firms often receive Bubsidies for persons they would have hired 
anyway. This problem can be partially remedied by payinq 
subsidies only for increments to sa.e set level of employment 
such as 102t of employment the year before. This strateqy, 
however can lead to churning - firms will hire one year and cut 
back the seoond year so they can qualify for the credit in the 
third year. One method of reducing the churning effect is to 
subsidize employees 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 firms that would have expanded 
employment anyway. 

The experimental study discussed above also looked at employer 
preference for tax credits or cash. Employers who hired 
individuals with cash rebate vouchers were more likely to request 
the rebates than those who hired individuals with tbe tax credit 
vouchers, but they were no more likely to hire the subsidized 
worker~ This finding gives some evidence that employers prefer 



16 

cash to tax credits (Burtless 1985)~ For the government, 
however, tax credits are easier to administer. To disburse cash 
rebates I an additional 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 pros and cons of vouchers versus firms taking the 
responsibility for certification are discussed above. vouchers 
should make the work easier for the firm t however, they often 
lead to stigma against the individual. If the firm must take the 
responsibility for certification l , they often wait until after an 
employee has been hired and then determine if he or she is a 
target group ~ember. In either case, firms are not using the 
program to its fullest potential t and individuals who could 
benefit from the program are not being served. A non-targeted 
program might increase the number of target group individual 
served, however, the cost of the program would be much greater. 

wage. Subsidies 

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 
employment of those not working. It would pay a 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 workerts 
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 co=pensation rises to $6. A wage subsidy can raise the 
reward for work irrespective of the worker's initial level of 
effort. For those with wages low enough to qualify for a 
SUbsidYJ the fiftieth hour of work per week is as generously 
subsidized as the first. 

There are several drawbacks to wage subsidies~ The information 
requirements make it more difficult to administer than an 
earnings subsidy, since information on both the wage and hours of 
work are required. (Note: for most workers, this information is 
available on a quarterly basis through Unemployment Insurance 
records.) An earnings subsidy can be computed simply by knowing
the level of earnings l a number which is already available for 
tax purposes. In addition t 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 make work less necessary, although it does 
raise the ~eturn to each hour of work. As the worker's wage 



17 

rises towards the target wage, the subsidy is reduced, which has 
the effect of raising the marginal tax rate. (Note: a 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 concluded that, at least under 
some wage subsidy proposals, work and earnings reductions would 
slightly outweigh work and earnings increases. FinallYf wage 
subsidies may provide employers with incentives to pay less, 
since they know 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 VS. SANCTIONS 

A key decision in a public sector jobs program is the waqe that 
is to be paid participants, while in a CWEP program, it is the 
size of the sanction that is to be applied. For some programs, 
such as work supplementation and OJT, there are features of both 
that can be applied, e.g., failure to work at a jOb means the 
participant loses wages, but is able to retain AFDC, thou9h at a 
reduced amount (the sanction). Tables 1 - 3 illustrate how 
various options compare to current law AFDC/FOod Stamp benefits 
for a family of three in three States: a h19h AFDC benefit state 
(Vermont); the median state; and a low AFDC benefit state. 
combined monthly AFDC/Food Stamp benefits in these states, as of 
January 1992, were $858, $649, $441 respectively. 

Wage 	 Rate options 

There are three principal options. 

o 	 community 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 site. 
Paying above-minimum wage rates on community service jobs 
could increase work incentives and reduce poverty among 
families with children. such wages would also reduce other 
public costs, such as Food Stamp payments~ However, if 
wages on community service jobs are higher than those 
typically available to welfare recipients in the community. 
the program could aotually exacerbate welfare 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 
prevailing wage rate would reduce the number of community 
service jobs that could be created. 
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since the "prevailing wag-e lt is likely to vary from job-to
job, what criteria would be used to place individuals in 
these jobs? Would such criteria be perceived as fair? 

o 	 Community service jobs could pay the minimum wage~ This 
would ensure that those who work are compensated at a level 
·society considers acceptable, but since the waqe would be 
the minimum wage, it would maintain incentives for workers 
to find unsubsidized employment payinq above the minimum 
wAge {or even minimum waqe employment, where there are 
opportunities for future advancement). (This argument ia 
based on the assumption that universal health care coverage 
will be enacted and child care is available and affordable; 
otherwise, loss of transitional Medicaid and child care 
benefits could discouraqe families from leaving welfare 
through work.) Garfinkel and McLanahan (1986, p. 186) note 
~hat "paying only the minimum wage will minimize the number 
of workers who will leave private employment for a work
relief job, Create a slight incentive and a clear social 
message that private employment or civil service public 
employment is prefe~able to work relief employment j and thus 
help to make the cost of the program politically 
acceptable." However, the cost of providing a job j even at 
the minimum 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 jobs may feel resentful if they 
are paid less than the prevailing rate paid to other 
employees t while traditional workers may view the lower 
wages paid to community services workers as a threat to 
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 hours, or should the Federal minimum wage 
be used to achieve national uniformity? 

o 	 Community servioe jobs could pay slightly less than the 
~inimum wage. proponents of paying sli9htly 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 payinq less than the minimum wage could be 
stigmatizing and makes it more difficult to support a 
family. However, expansions in other progra~s, such as the 
EITe and universal health care coverage, can alleviate this 
concern~ It may also create resentment amonq the community 
services workers and exaoerbate job security fears among 
traditional workers~ 

Issues: Should individuals participating in these programs be 
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given their earnings only after perfor.ing their required work 
obligation, i. e, should the IIpayment after performance·' 
provision, currently an AFOC-uP option, be adopted for the work 
program? 

Should individua~s who fail to participate in the community
service jobs program be a~lowed to terminate noncompliance
immediately by participating? Would those who repeatedly drop 
out of the program be allowed to do the same? Under current AFDe 
sanction policy, those who receive a second sanction receive 
reduced benefits for at least 3 months, and those sanctioned for 
a third or subsequent time receive reduced benefits for a minimum 
of 6 months~ Should these minimum periods be adopted for those 
receiving waqes. Propone.nts of a minimum time period for those 
who repeatedly drop out could argue that creating employment 
opportunities is costly and scarce resources should not be used 
for tnose who do not take the work requirement seriously.
Moreover t such individuals would typical1y not find employment 
immediately On demand if seekinq unsubsidized employment. 
aowever, not allowing individuals who have previously failed to 
comply to begin participating immediately would reduce family 
income and the immediate well-beinq of chi1dren. (The issue of 
the time period would probably be best determined in conjunction 
with the size of the penalty; with a modest sanction, the minimum 
tim·e periods could be continu.ed, as under current policy, 
whereas, with a harsher system of penalties for noncompliance, 
consideration could be given to shorteninq or eliminating the 
time periods altogether.) 

sangtion Options 

Current Law: In the JOBS program, a non-exempt person can be 
sanctioned if she, without good cause, fails to participate in 
JOBS, refuses to accept employment, terminates earnings, or 
reduces earnings. If an individual is sanctioned, she is removed 
from the AFOC grant, and the grant to remaining family members is 
lower. In an AlOe-up family, both parents will be sanctioned 
unless the second parent is participating in the program. The 
size of the sanction varies from State to state (e.g., it is $106 
in Vermont, but only $26 in Alabama). If an individual who is 
sanctioned is the parent or caretaker, payments for the family 
will be made as protective payments, i~e.f to a third party for 
the needs of the non-sanctioned assistance unit members, unless 
the State is unable to locate an appropriate payee after making 
reasonable efforts. In addition, with a JOBS sanction, the 
sanctioned individual loses AFOC-linked eligibility for Medicaid 
(though eligibility may be established under some other 
criteria). The first sanction lasts until failure to comply 
ceases. The second sanction lasts the longer of 3 months, or 
until failure to comply ceases. The third and any subsequent 
sanction lasts the longer of 6 months, or until the failure to 
comply ceases. 

http:continu.ed
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An individual may not be sanctioned if she has "good cause t 
n 

which must include: the absence of needed Child care; that a job 
would require a parent to work more than 20 hours a week; or that 
a job would cause the family to suffer a net loss of cash income. 
states can also define other circumstances that constitute good 
cause, such as illness 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. 

o 	 Retain current law. Under current law, the needs of the 
individual are removed and she may lose Medicaid eli9ibl1ity 
as well. Those in favor of keeping the eUrrent sanction 
contend that it can send the appropriate message to 
recipients, without imposing 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 
sanction is relatively small, especially when increases in 
other needs-based programs are included (e.g_, Food stamps 
and housing assistance) and may not change behavior. 

o 	 End AFOC 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, individuals 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.g~, 30 to 40 
percent. This would be harsher than the current sanction, 
but not as harsh as complete denial of aid. 

Issues: Will individuals who have gQod caUSe for not 
participatin9 be allowed to receive AFDC benefits, even if they 
have exhausted their time limited assistance? proponents of 
continuing 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 same individuals may be able to fall back 
on AFOC and other welfare programs.) If good cause is permitted,
should Federal criteria be developed? otherwise, the good causa 
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 
resolved in conjunction with the determination on the size of the 
sanction. 

Will Medicaid eligibility for other programs, e.g, Food stamps, 
housing assistance, and Medicaid also be terminated or reduced 
for those who fail to comply. CUrrently, the JOBS sanction 
results in removing the person's needs from the grant, which also 
means the person isn't eligible for Medicaid throu9h the 
categorical link to AFOC (though the person may be eligible 
otherwise). While AFOC recipients are generally exempt from 
participation in the Food stamp Employment and Training (E&T) 
program, .Food Stamp recipients are subject to sanctions if 
required to participate in that program and they fail to do 50. 
Proponents of including 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 packaqe. 
They argue that limiting the sanction to just AFDC would not 
create a meaningful incentive to find unsubsidized employment or 
participate in a community service job. Opponents argue that 
larger sanctions could jeopardize the well-being of children. 

The Differential Benefit Option 

An alternatiVe option, which was part of President Carter's 
Program tor setter Jobs and Income, would be to provide a 
different basic benefit, depending on whether the family unit 
includes an adult expected to work full-time, part-time, or not 
expected to work~ One possible break-out would be to include one 
parent in a two-parent family and a sinqle parent with a child 
over six in the group expected to work full-time, single parents 
with children between the ages of one and six in the group 
expected 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 benefit 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 seotor job would 
be 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 Lavt Each State must have a conciliation procedure to 
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resolve disputes about program participation+ It must also 
provide for a hearing process, and for a ri9ht to a hearing 
betora an AFDC grant is suspended, reduced, discontinued, or 
terminated .. 

Issues: If a community service jobs proqram is developed where 
the jobs pay wages, will the penalty for not participating in the 
work program mean that participants don/t receive a paycbeck 
(i.e., paYlDent after performance) or will those w.ho believe they 
were unjustly treated be able to appeal; as under current law, 
and receive "aid paid pending?" How would disputes OVer 
nonperforManCe be resolved? 

Kaus (1992, p.259) has described the problem and a possible
option as' follows: "Could quaranteed-jobholders be fired? 
Certainly we want a neo-WPA in which people who show up drunk, 
who show up high, or who pick a fight with their supervisor would 
lose their jobs (though they could show up again after a decent 
interval). There is a danger that the courts would declare the 
WPA jobs to be 'property' under the Fifth Amendment and impose 
debilitating '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 PROVISIONS 

current Law: No work aSSignment under JOBS may result in! ~) 
displacement of any currently employed worker or position 
(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 agreementsi 2) employment or assignment of a 
participant or filling a position when any other individual is on 
layoff from the same or 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 programi 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 fill any 
established unfilled position vacancy, though they may do so in 
OJT. (The Bush Administration f as part of the "Welfare 
Employment and Flexibility Amendments of 1992," proposed relaxing
these restrictions by allowing the placement of welfare 
recipients in vacant existing positions.) 

Discussion: No proposal has envisioned replacing existing 
workers or those on layoff from their jobs; however, there is 
some support for modifying the displacement provisions as they 
apply to vacant positions. supporters of thi~ change argue that 
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the displacement provisions limit the number of jobs that can 
created. They contend that easihg these restrictions would save 
taxpayer dollars by allowing AFOC recipients (or former 
recipients) to take such jobs. For example, Kaus (1992, p.ll4) 
argues: u .•• praqmatism, as well as fairness, requires that no 
current government workers be laid off. But as those workers 
leave through natural attrition, the qovernment should be free to 
replace them with guaranteed jobholders not subject to 
"prevailing waqe U requirements." (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 costs are reduced by not having to hire 
additional workers (since some vaoant 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-qualified individuals in 
these positions, and could create workplace tensions by paying 
different wages to workers performing similar tasks. 

OTHER ACTIVITIES 

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

current Law: Beginning in FY 1994, one parent in an AFDC-UP 
family will be required to participate in a work program~ 
However, the Family Support Act made two exceptions to this 
general rule. First, those in the first two months of receipt 
can be excused if they participate in intensive job search. 
Second, and more relevant to the proposed time limit/work 
requirement, 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 ineligible for 
AFDC during the course of their participation. 

Discussion: Allowinq recipients to participate in activities 
other than work may be appropriate, if suoh other aotivities are 
more likely to lead to greater self-sufficiency. Such activities 
may be especially appropriate for certain'subqroups of the AFDC 
population. e.9-, teen parents. For example, sawhill (1992, 
pp.5-6) points out: UBy all accoun.ts, long-term welfare 

http:accoun.ts
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recipients are a very disadvantaged population. Forty-three 
percent have lass than 12 years of schooling (compared to 12 
percent of all woman), 56 percent score more than one standard 
deviation below the mean on the Armed Forces QUalification Test 
(va. 17 percent of all women)f 51 percent have low self esteem 
(VB. 30 percent of all women) I 34 percent have not worked in the 
past 5 years (VB. 5 percent of all women), and 5 percent have a 
health problem that prevents them fro. working (va. 2 percent of 
all women)." She also adds (p.6): "Deciding whether to permit
extensions is made harder by the absence of solid research on 
what to expect from a full two years of intensive education, 
training, or work experiences. This is because most of the 
earlier welfare-to-work efforts that have been studied were 
short-term and focused on job placement, rather than human 
capital development~ 'I 

Sawhill (l992, p.6) also warns, nUnless 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 training 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 soon as possible, since they may feel 
they can delay enrollment in the alternative activity until the 
time limit is reached; thus, safeguards against such behavior may
also be necessary, ,perhaps by limiting extensions 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 ISSUES 

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 required before placement
in a community service job and periodically throughout 
participation in a community services jobs program? (President
Carter's PRJI welfare reform proposal would have referred an 
individual back to jOb search after 52 weeks of PSE employment~) 
Proponents argue that this would reduee 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 CQuid 
waste SCarce resources if required of everyone. If this 
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requirement is imposed, should it be after the time limit on 
assistance has, been reached, or just prior to that? Should it be 
for everyone or just those subgroups where there is likely to be 
a positive impact? 

Should AFOC recipients who have not exhausted their 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. Critics could point out that CWEP, 
work supplementation, and OUT are already JOBS components which 
recipients could volunteer for; however, if the comaunity service 
jobs program were based on the public service employment model, 
allowing AFOC reCipients to volunteer could substantially 
increase the cost of the proqram (especially if prevailinq wages 
are paid} and could even induce some people to go on welfare. 

Who would be responsible for creatinq community services jobs? 
The Federal, state or local qovernnents, and/or the private 
sector? 

What steps can be taken to ensure that community service jobs do 
not become permanent jobs for those who eXhaust their AFDC 
benefits (e.g., periodic job search and paying the minimum (or
lower) wage would provide incentives for unsubsidized 
employment)? 



APPENDIX A: NOT ENOUGH JOBS? 


Since there is a possibility that as many as three million 
community service jobs will need to be created. some have raised 
the objection that there aren I t enough useful jobs that can be 
oreated. Critics of this argument point out that States and 
localities have, in the last decade, cut back on many useful public 
services and that there are numerous opportunities for job 
creation~ Moreover, one potential source of e~ployment is 
rebuilding the infrastructure, a major policy initiative outlined 
in Eutting Pegple First. SOMe may object that these jobs would 
not be appropriate, since most involve physical labor and the 
principal target 9rouP of the community services jobs progr~ is 
women. Kaus (1992, p.132) addresses this criticism by noting,
"Women can fill potholes and paint bridqes (and water lawns and 
pickup garbage) just as women can be telephone repairpersons and 
sailors~ Anyway, there are also many non-arduous jobs that need 
doing: nurse'S aides, Xerox operators, receptionists t clerks, and 
cooks. II Garfinkel and McLanahan (1986, p.146) also point out that 
nif it was possible to create 3~5 million Works Proqress 
Administration (WPA) jobs in the midst of the Great Depression, it 
must be technically possible to find or create a like number now." 
While such a program has not been implemented for welfare 
recipients. they add (p.148): "Simply be-cause something has not 
been done to date does not mean that it cannot be done in the 
future." ' . 

A second objection related to these jobs is that those required to 
work will not have the skills to perform the tasks adequately. 
According to MDRe, supervisors of welfare recipients in workfare 
programs have rated them as highly as regular entry-level workers+ 

A third objection is that the jobs created would be make-work. 
While this is a possibility I others also note that the jobs created 
during the depression in the WPA resulted in the creation of many 
useful public works projects. 



APPENDIX B: STAFF/PARTICIPANT VIEWS REGARDING 

MANDATORY WORK PROGRAMS 


surveys by MORe dealinq with the reaction of State agencies, 
participants, and the public to manaatory work experience 
programs are overwhelmingly positive. Althouqh these programs 
were different than a community service jobs proqram, they 
indicate that mandatory participation can be viewed positively by
both participants and administrators. 

o 	 In West virqinia, 60 percent of supervisors felt the work 
performed by male CWEP participants was a necessary part of 
their day-to-day business, while 79 percent felt this was 
true for female CWEP participants. One hundred percent of 
the supervisors rated male CWEP participants the same or 
better than reqular1 new employees in terms of job 
perfor=anee~ attendance, behavior, job skills, and maturity, 
while 94 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 
CWEP positions; this was reported by 64 percent of male 
participants and 59 percent of female participants. 
Finally, 90 percent of male participants and 82 percent of 
female participants viewed the work requirement as being 
fair. 

o 	 In San Diego, 7S percent of surveyed supervisors felt that 
the work performed in CWEP was important to their agencies
and not "make-work. II Sixty-three percent of the supervisors
surveyed felt that the CWEP participants were at least as 
productive as their regular employees and 57 percent of 
participants felt that they had learned something new on the 
job. 

o 	 In Maryland, 96 percent of supervisors considered the work 
performed under work experience to 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 regular employees and 70 percent of participants felt 
that they had learned something new in their positions. 
About 60 percent of participants believed the work 
requirement was fair. 

o 	 In Virqinia, 83 percent of both supervisors and participants 
responding to a survey indicated that they felt the CWEP 
work was necessary~ Seventy-two percent of CWEP 
participants felt they had learned something new in their 
positions, and 93 percent felt that the requirements were 
fair. 

o 	 In Arkansas, 79 percent of supervisors and 77 percent of 
partiCipants felt that the CWEP work performed was 



necessary~ Seventy-three percent of supervisors 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 ware fair. 



RESEARCH ON THE EFFECTIVENESS OF EMPLOYMENT 

AND TRAINING PROGRAMS 


BACKGROmm 

The Federal government has a long history in employment and 
traininq activit1es~ DUring the Great Depression, it established 
the Works Progress Administration (WPA), whioh established 
massive public works and public service employment programs to 
assist millions of the unemployed~ The Manpower Development and 
Training Act (MOTA), passed in 1962, was desi9"ed to assist 
workers who had been displaced by technological change and 
provided vocational and on-the-job training. The program 
initially served primarily those with extensive work experience, 
but its emphasis was later chanqed to serve the hard-core 
unemployed. The Emergency Employment Act of 1971 authorized the 
first major job creation program since the 1930s, known as the 
Public Employment Program (PEP), which spent $1 billion in 1972 
and $1.25 billion in 1973 to create jobs within state and looal 
governments. The Comprehensive Employment and Training Act of 
1973 consolidated many of the programs created durinq the 19605 
and 1970s; it emphasized traininq, but maintained a public 
service employment (PSE) component fer high unemployment areas. 
PSE was expanded in the mid-1970S when Unemployment grew. 
Spending on the PSE programs grew rapidly and in fiscal year 
1980, they claimed about $3.B billion or 41 percent of the total 
$B.9 billion in CETA outlays. In 19B2, CETA was replaced by the 
30b Training Partnership Act (JTPA); its focus was training and 
there were no funds for any form of direot job creation. 

In addition, numerous welfare-to-work programs were rigorously 
evaluated by the Manpower Demonstration Research Corporation 
(MDRC) during the 19BOs. These included relatively low-cost 
interventions such as job search followed by work experience and 
trainin9t as well as more intensive training programs. The 
former were generally mandatory programs, While the latter were 
voluntary. 

The Federal government has also used the tax system to encourage 
job oreation. For example, the Targeted Jobs Tax Credit (TJTC), 
authorized by Revenue Act ot 1978, offers employers a tax credit 
for hiring workers from certain groups, including the 
economically disadvantaged I welfare recipients, and the disabled. 

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 experience programs, 
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 where 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 workinq environment where participants can learn 

. basic work habits~ and earnings or wage subsidies, which are paid 
to employers as an incentive to'hire disadvantaqed workers for 
existing private sector jobs. 

The research findings summarized 1n the following sections seek 
to identify net impacts on earnings, employment, welfare 
payments, and the incidence of welfare reoeipt. In addition, if 
available, results from cost-benefit analyses from the 
perspective of participants, the government, taxpayers, and 
society are presented. For participants, the key question is 
whether increased earnings outweighed the loss in benefits and 
increase taxes. Whether work programs are cost-effective for 
government depends on whether the savings associated with reduced 
AFDC and other transfer payments, along with added tax revenues 
from increased earnings f outweigh the costs of operating the work 
programs, including the added cost of support services. The 
analysis from the taxpayers perspective adds the value of output
produced by program participants. The final perspective is that 
of society as a whole, which includes both participants and 
taxpayers. ·Viewed in this way, if a proqram provides gains to 
one group but an equal loss to another, it WOUld be ~onsidered as 
providing no net gain, but simply as a transfer from one to 
another. 

While 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 I the environmental context in which they 
were conducted, and their evaluation designs makes comparisons 
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 to remember that 
many of the programs tested were voluntary; it is unclear what 
the impact of =andatory programs would be. In addition, most 
research on the impact of these programs on welfare recipients, 
includes mothers whose youngest child is six or older. 



AFDC WORK PROGRAMS 


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

WOI!Ell 

supported WOrk 

The National Supported Work Demonstration testsd the effects of a 
highly structured work experience program on four target groups: 
long-term AFDC recipients, ex-addicts, ex-offenders, and yQunq
school dropouts. The program included peer group support, 
graduated stress, and close supervision as program techniques;
initially, work standards on the jobs were relatively 
undemanding, but they were increased over tize to approximate 
those of private sector jobs. Nonprofit corporations established 
small factories or work craws Which produced qoods and services 
and helped pay for the project. Participation in the program was 
voluntary. Participants received vaqea tor their work, which 
reduced their welfare benefits. After 12 to 18 months, 
participants were expected to leave their Supported Work jobs,
regardless of whether they had found other employment. The 
emphasis was on the development of work habits, basic work 
skills, and motivation to enhance employability~ 

For AFDC recipients to be eligible, they had to have: 1) been on 
AFDC continuously for the past three years: 2) to be female; 3) 
to have no child less than six years old; and 4) to have worked 
very little during the preceding six months. For the AFOC target 
group, most of the jobs were in the service sector. Guidelines 
for supported Work provided that the wage rates be based on, but 
be below, the wage that participants miqht be expected to earn on 
a regular job, subject to the constraint that the wage was never 
to be below the legal minimum. Women in the program had averaged
nine years of AFOC receipt. 

In the third year of the program, experimentals in Supported Work 
earned an average of $1.076 (23 percent) more than controls (see
Tabla ). This increase in earnings was due not to any 
signifICant chanqe in employment rates, but due to increases in 
hours worked (IS percent) and hourly wage rates (12 percent). 
The program also led to a $401 (10 percent) reduction in avernge
AFOC 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
school, who had received AFDC a lonq time, or who had no prior 
work experience. 

The cost-benefit analysis indicated that the benefits from both 
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the taxpayer and the social perspective exceeded the costs~ 
Although the evaluators pOint out that the program was not quite 
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 
considered cost effective. EVen with such projections# however, 
the program was not cost effective from the participant's
perspective, because the increase in their earnings did not 
compensate for the reduction in their welfare benefits. 

While the results are SU9gestive for lonq-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, because such applicants/recipients will 
not, even after two years, have the same average welfare dUration 
(nine years) as supported Work participants. In addition, 
Supported Work was a voluntary program; it is not clear ~hat the 
impacts would be for a mandatory program. 

AFPC Homemaker-Home Health Aide pemonstrations 
-The AFDC Homemaker-Home Health Aide Demonstrations and operated

in seven sites. It targeted women who bad been on AFOC for at 
least 90 days and reached a diverse group of welfare recipients. 
The program provided four to eight weeks of· formal traininq "in 
the skills needed to provide homemaking and health services to 
functionally impaired persons in their own homes," followed by up 
to a year 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 hiqh 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 program
earned an averaqe of $l,l21 more than controls and in~reased the 
employment rate by a percentage points, While combined AFDC and 
Food stamp benefits were $343 lower (see Table _I. The earninqs
qains were primarily from increased employment rates, though some 
sites also had statistically significant gains in wage rates. 

New 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 who 
performed satisfactorily as regular full-time employees. The 
program was voluntary. 

The proqram led to earnings gains 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 jobs that paid 
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higher wages or more hours~ 

MAW 

In Kaine, ca+efully screened AFOC recipients were offered a fixed 
sequence of services, consisting of 2 to 5 weeks of pre
employment training in job search and job-holding skills, up to 
12 weeks of half-time unpaid work experience in tbe public or 
non-profit sector, followed by placement in an OJT-subsidized job
in the private sector for 6 to 26 weeks, where employers received 
a subsidy equal to 50 percent of wages for 6 months. The proqram 
Was targeted to recipients witb substantial barriers to 
employment. Nearly two-tbirds of TOPS participants had been 
receiving MDC for more than two years, and only one-tblrd had 
any recent employment experience. The qoal of the program was to 
provide jobs tbat paid more than minimum wage and offered 
opportunities for advancement. 

The program led to earnings gains of $941 (34 percent) in the 
third year of the program, but there were no statistically 
significant reductions in, either AFOC payments or the incidence 
of velfare receipt (see Table _)a The earnings increase was due 
both to participants receiving higher waqe rates and to an 
increase in hours worked~ The total income of participants also 
increased, due at largely to the fact that the earnin9s of 
participants were higher, While their MOC benefits did not 
decline~ Evaluators believe the lack of impact on AFDC payments 
is due to the fact that Kaine, unlike most states, calculates 
AFDC benefits in a way that permits working recipients to earn 
more income before their AFPC benefits are reduced. 

Minorit~emale Single Parent Demonstration 

The Minority Female Single Parent (MFSP) Demonstration provided 
intensive education and trainin9 to minority adults who 

"volunteered to participate in the proqram~ The demonstration was 
conducted in four different cities. Although all of the sites 
achieved significant gains in CEO 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 __I. 
One of the programs (the center for Employment Training [CET] 
northern California) did experience positive impacts on 
employment and earnings. The key distinguishing feature between 
CET and the other three sites is that it placed an emphesis on 
the combination of training supplemented by education and 
"g-eneral employability training-. tt 

~prk Experience: san Qltso I 

While unpaid work experience was a component was a component in 
many of the evaluations of welfare-to-work programs done by MDRe 

i 
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in the 1980s, there is very little rese,a'rch on· the progr21l!l in 
isolation. According to Gueron and pauly (1992, p. 166), ftthere 
is little evidence on whether unpaid work experience, following 
job search or alone, has any indepen~ent effect on program 
impacts." One demonstration, San Diego If included a test of 
adding 3 months of CWEP after initial participation in job 
'search~ Gueron and Pauly (1992, p.165) report: -The overall 
findings for AFDC applicants indicate that the addition of CWEP 
after job search did increase program effectiveness, but the lack 
of consistent results across cohorts enrollinq during different 
labor market conditions suggests that, at most, the incremental 
impact was small. 1I 

MEN 

Althouqh some research by MORe suggests that welfare-to-work 

programs can increase the earnings 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 men receiving AFDC~ 


Work 	 Experience 

Research by MORe has shown that a job search/work experience 

requirement can increase employment/earninqs or reduce welfare 

dependency and be cost effective for the AFOC-UP population,

primarily adult men (see Table "__). 

o 	 In SWIM, earnings Were $500 (18 perCent) higher in the first 
year of the program: however, in the second year, the 
earnings increase was not statistically significant. 
Employment was 6.5 percentage points (17 percent) hiqher at 
the end of the second year of the program. Average AFDC 
payments were $551 (12 percent) lower in the second year of 
the program. (Unlike other MORC evaluations of AFDC-UP, the 
sanctioning rules for AFOC-UP families participating in SWIM 
were changed, so that only the head of the case lost AFDC 
benefits when a sanction related to the work requirement was 
imposed 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 (witb their 
earnings gains about matching their losses from AFDC 1 other 
transfers, and tax payments). The net present value of tbe 
program for taxpayers and the government budget ranged from 
$1,730 to $2,050 per experimental. 

o 	 In San Diego I, there were no statistically significant 

impacts on either employment or earninqs, but the proqra~ 

only served applicants. Since research has consistently 

found tbat first-time applicants (i.e., these most job

ready) generally don't benefit from these services, it is 
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not surprising that this program did not show positive
impacts. (Principal earners in AFDC-UP families are 
espeoially likely to be job-ready, in part, because the 
eligibility criteria for the AFDC-UP program require a 
recent attachment to the work forcew) Averaqe AFDC payments 
were $374 (14 percent) lower and tbe incidence of welfare 
receipt was 5.7 percentage pOints (14 percent) lower 1n the 
first year of the proqra~. The net present value of the 
program for taxpayers and the government budget ranged from 
$1,060 to $1,410 per experimantal. The men in the San Diego 
I proqraD incurred net losses. 

o In West virqinia, there were no significant impacts on 
either employment or earnings; after a year-and-a-half, the 
incidence of AFOC receipt was 6.9 percent lower and welfare 
payments had declined by $229 (12 percent) during that time 
(Friedlander at a1.# 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 a result, adjustments had to be made for 
differences in labor ~arkets and the characteristics of 
welfare recipients. While the results are less rigorous,
the program 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 unli~ited duration and 
high partiCipation rates. The study found tbat reductions 
in welfare benefits for the UP caseload were large enough so 
that the program was cost-effective from the government 
bUdget standpoint and when tbe value of CWEP output is 
added, "the total value of the saturation model to taxpayers 
becomes highly positive. tI 

Utah's EWE Program 

Utah's Emergency Work Program (EWP) includes a strict work 
requirement (JanZen and Taylor, 1991), with partiCipation equal 
to 40 hours a week, and a time limit on assistance. However, its 
design was not rigorous and the impacts should only be considered 
a VQry rough approximation of the direction and magnitude of 
p~og~am impacts. While the MORC evaluations are based on 
experimental design, they generally include activities other than 
a strict work program. Tbe evaluation of Utah's program 
indicates that the time limit had only a minor effect 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 time 
limit). The evaluation of Utah's program found increases. in 
e=ployment and an especially impressive reduction in the mean 
welfare spell (a reduction from 10 months to 10 weeks). As a 
~esult, it was also found to be highly cost-effective, compared 
to the conventional program. The 40-hour per week performanoe 
requirement was viewed as a key program desiqn featUre of Utah's 
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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 recipients for work. Utah considered the payment
after performance provision oritical to the program's design, 
because it "ensures a 1QO 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, voluntary programs. It 
is not appropriate to generalize the results of experiments 
serving small numbers of self-selected, often highly motivated 
volunteers, to the larqer eligible population. These people are 
also less likely to have barriers to participation, such as drug 
use or family problems. In addition, screening 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 
(1991 t footnote 17): "These factors, since they relate to 
controls as well as experimentals , may have either positive or 
negative effects on the ability of programs to achieve impacts: 
More motivated individuals may be more prone to help themselves t 

with or without program assistance, or to seek alternatiVe 
services on their own, lowering the potential for program 
impact." 

Even without these problems, however, it is unclear whether these 
programs could produce si~ilar results if expanded to less 
motivated recipients (and/or imposed on other program 
administrators). As Friedlander and Gueron (1991, p.23) point 
out~ " .•• services that are offered on a voluntary basis or are 
selective may, by their nature, be quite difficult to expand. 
For example, there may be limits to how many on-the~job training 
slots can be created. Aiso l there may be only a small number of 
AFDC recipients who would be interested in partioipating or would 
pass the screening criteria. Making partioipation mandatory as a 
device to help increase coverage could be self-defeating if it 
changed the character of the services and their impact." 

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



CETA WORK PROGRAMS 


There is a fairly extensive amount of research on employment 
programs within the CETA program. However, due to methodological 
shortcomings in the research designs, the findings should only be 
viewed as suqgestive~ The CETA evaluations were all based on 
nonexperimental research methodoloqies, 1.e., they did not 
involve the random assignment of individua~s to treatment and 
control groupa~ In addition, only one of the evaluations (Bassi 
at al., 1984) estimated the impact of CETA separately for welfare 
recipients. 

To measure the net impact of CETA, researchers typically
generated a comparison group of individuals that was comparable 
to the program participants based on observable characteristics 
that affect earnings and employment. 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 more motivated, and motivation is likely to be an 
important determinant of \earnim;s.. It is unclear the extent to 
which postprogram earnings differentials between participants and 
comparison qroup 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 techniques to control for nonrandom assiqnment 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 
program overall, as wall as for its components and for key 
subgroups. 

FINDINGS FOR WOMEN 

PSE produced statistically significant earnings qains for women~ 
with some estimates showing annual earnings gains in excess of 
$1,500. Overall, two studies found statistically significant 
increases in annual earnings, from $464 to $1,121, while one 
study found no statistically significant effects. For white 
women, five stUdies found statistically significant effeots, 
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 qains comes from the program itself, i.e., it is not 



completely from postprogram earnings qains~) The largest impacts 
were found for welfare mothers and they were statistically
significant. 

Results for the work experience component were not as consistent. 
OVerall, two studies failed to 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 failed to find significant 
effects, while three found positive effects, ranging from $505 to 
$1,400~ For minority women, three studies failed to find 
significant effects, while three found positive effects, ranging 
from $825 to $1,023~ The impacts for welfare mothers were at the 
lower end of the earnings ran96, but were statistically 
significant. 

For OJT, three of four studies find statistically significant 
effects, ranging from $700 to $l,~OO~ For white women, three of 
six studies find statistically significant increases in earnings, 
ranging from $550 to $1,23l. For minority women, four of six 
studies found statistically significant increases, ranging from 
$772 to $2,057. The earnings impacts were not statistically 
significant for welfare mothers~ 

It Seems that program participation increases earnings primarily 
through an increase in hours worked rather than through an 
increase in wages: since women 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 
increase the earnings of women participants, they are also 
expensive programs and it is not clear that .they are cost
effective. 

FINDINGS FOR MEN 

Most studies showed negative earnings impacts for men, but the 
results were qenerally not statistically siqnificant. 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 
earnings by $1,218 to $1,301. For minority men. five studies 
failed to find statistically siqnificant effects. 

The results for work experience were even more disappointing. 
For all men, one study found no statistically significant effect, 
but three studies found reductions in earnings ranging from $526 
to $1,108. For white men, four studies failed to find 
statistically siqnificant effects and one stUdy found that the 
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program reduced earninqs by $872 to $1,021. For minority men, 
five studies failed to find statistically significant effects and 
one study found that the program reduced earnings by $9l2 to 
$983. 

For OJT, three of four studies found no statistically 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 $1,231. For minority men, four 
of five studies found statistically significant increases in 
earnings, ranginq from $772 to $2',057. 

Of the CETA work programs, 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 individuals in public jobs, rather 
than encouraging them to find unsubsidized employment, PSE and 
work experience participants may have lost ground relative to 
those not participating in the program. 

Given the poor impacts for men and the high cost 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 governments use Federal funds 
for a government jobs program to create jobs that otherwise would 
have been funded completely from nonfederal sources~ In the 
extreme case of complete fiscal substitution, the impact of the 
grant program would be a shift in the tax burden in support of 
local public servioes from local to Federal taxpayers. In the 
other extreme case--no fisoal sUbstitution--the impact of the 
qrant program would be an increase in activities and jobs equal 
to the amount nominally funded by the grant. The evidenoe trom 
evaluation stUdies of earlier public service employment programs 
suggests that the degree ot fiscal substitution may have been 
substantial--ranging from 20 to 40 percent in the short-run, up 
to complete substitution in the long run. 

However, 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 jobs 
to skills not usually employed in the local provision of public 
services may reduce the amount of such substitution in the 
future. Bassi and Ashenfelter (1986, p. 148) note: "It seems 
reasonable to expect that the more targeted the program, the 
lower will be the fisesl substitution rate associated with that 
program. On the other hand, we would expect the fiscal 
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substitution rate to have risen over time, since state and local 
governments had an opportunity to rep~ace 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 government jobs could also argue that 
past experience with PS£ programs suggests that this component 
would be costly, while failing to produce meaningful employment. 
First, the market is a more efficient way of determining what 
jobs are needed in the economy. Second, the substantial cost of 
creatin9 PSE jobs would be financed by taxing the private sector t 

reducing jobs there. In fact, the increased burden on the 
private sector (either through increased taxation or deficit 
financing) could result in an overa~l net reduction in 
employment. 



TEENAGERS 

Each 	year, nearly half a million births occur to young teenage 
mothers. Research shows that young, unmarried parents are at 
greatest risk of lonq-term welfare dependency, as well as a wide 
range of economic, social and personal problems (see Ellwood, 
19B6; Hayes, 1987). OVer a third of teen parents who beqin AFDC 
will 	receive benefits for at least 10 years (Maxfield and Rucci, 
1986). Moreover, one study (Duncan and Hoffaan, 1990) bas found 
that 	AFDC receipt by an unmarried teen may cause future welfare 
dependence, even after controllinq for other characteristics of 
the mother. The public costs of teenage childbearing were 
estimated to exceed $2l billion in 1989 for AFDC, Food Stamps, 
and Medicaid alone (Center for Population Options, 1990). Since 
many 	teen parents may also exceed the time limit, they will be 
required to work, or perhaps attend school. 

Learnfare programs 

The goal of "learnfare lt programs is twofold: 1) to create a 
program in which both the State and AFDC reCipients have mutual 
responsibilities; and 2) to increase the number of teen AFDC 
recipients complete high school or its equivalent, increasing 
their long-term earning potential and helping them avoid lonq

-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. 

o 	 Ohio's Learning t Earning, and parenting (LEAP) program 
requires all pregnant and parenting teens under age 19 who 
do not have a high school diploma or its equivalent to 
attend school regularly: they receive financial bonuses or 
penalties based on their attendance. The basic grant for a 
teen parent with one child in Ohio is $274: a bonus for good 
attendance raises it to $336 while a penalty would reduce it 
to $212. In addition to financial incentives, the proqram 
includes child care assistance and ease management to help 
these teens meet the school attendance requirement. Some 
States using or considering Learnfare models use only 
financial sanctions to encourage school attendanoe (e.9~t 
Wisconsin), but none are currently beinq evaluated using a 
riqorous research desi9D. 

o 	 The Teenage Parent Demonstration uses an experimental design 
to evaluate the effects of education and other services, and 
Of a continuous participation requirement. Participation is 
mandatory for teen parents on AFDC. It is (or was) being 
tested in chica90, Illinois, and C~den and Newark, New 
Jersey, and was restricted to teen parents who already had 
one child. In addition, the participation requirement 
includes required school attendance (high school or GED) and 
may also include job search assistance and vocational 
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traininq, as well as other services such as counseling, 
parentinq instruction, and life skills training. Failure to 
participate can result in tbe removal of the teen parentis
portion of the AFOC grant. ' 

o 	 New Chance is a 16-site national demonstration providing 
comprehensive education and training, and employability,
life management, and parenting instruction to young (17 to 
21 years of age) AFOC mothers who are high school ~ropouts. 
Its experimental design evaluation will provide impact data 
on educational attainment and achievement, employment, 
earnings, welfare receipt, an~ fertility. This 
demonstration is targeted at AFOC recipients who are older 
than the typical high school or learnfare population, but 
who are also at risk of long-term dependency. 

Comprehensive Services PemgDstratigns 

Project Redirection was a voluntary demonst~ation for AFOC
eligible mothers under age 18, which provided comprehensive 
after-school services desi9ned to prevent school drop out, teach 
parenting and life management skills t and increase employability. 
While it did lead to greater short-term high school attendance t 

there was no long-term difference in educational attainment 
between ,the experimental and the comparison group members. 
However, after five years, those in the demonstration had an 
increase of $39 in weekly earnings and a decrease of l2 
percentage points in welfare receipt, but higher rates of 
childbearing (Polit, Quint, an~ Riccio, 1988). 

Work/Education ProgramS! Job Corns 

Job Corps is a Federally administered employment and training 
program for economically disadvantaged youth between the ages of 
14 and 21. Job Corps services are typically administered in a 
residential setting and provides a wide variety of services, 
including basic education, vocational skills training, and work 
experience, in addition to support services such as subsistence, 
clothinq, health cars, and recreation. 

Mathematica Policy Research, Inc., did an extensive evaluation Of 
the Job Corps program, which is considered to be of high quality, 
but did not use random assignment. It had a large sample of 
program participants (5,200) an~ a non-participant comparison 
group (1,500). The ~ata were gathere~ on participant an~ 
comparison groups for three to four years. The comparison group 
was carefully drawn from youth eligible for 30b 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). $ophisticate~ econometric 
techniques were used to try to control for selection bias {a 
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major problem in evaluations not relying on random assignment). 
The principal evaluation results were: 

o 	 An increase in employment of over three weeks per year. 

o 	 An increase in earnings of approximately $655 per year. 
, 

o 	 A very substantial increase in the probability of having a 
high school diploma or equivalent (a fivefold increase). 

o ,aJqher college attendance. 

o 	 A reduction in the receipt of welfare, amountinq to an 
average of over two weeks per year. 

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

In addition, a cost-benefit analysis concluded that, from the 
vie~ 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 criminal activity. Here! the 
results depend, in large part, on the dollar value placed on 
reductions in certain kinds of crimes, e.g., murder~ Without 
these benefits, the program does not appear to be cost-effective. 
It is also worth notinq 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 perspective)_ 



HOW SHOULD THE PROPOSAL BE IMPLEMENTED? 


OPTIONS 

Qgtion 1: FUll-Scale. Immediate Implementation 

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

Discussion. Proponents of immediately replacing welfare witn 
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 support services) and would 
ensure that once employed, either in the private sector or in a 
government job, they would not have to live in poverty (e~9., by 
expanding the EITC and providing universal health care coverage). 

Opponents argue that a time liDit on assistance could harm 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, some 
time-limited welfare proposals incorporate other antipoverty 
programs, suoh 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 potential adverse 
effects on children.) In addition, because there are a myriad of 
details that need to be specified and most proqram specifications 
have been untested, imposing a program designed at the Federal 
level could have other unintended negative effects. Moreover, 
States may resist attempts to impose a proqram from the top-down, 
rather than from the bottom-up. Finally, the initial cost and 
service capacity problems are likely to be serious. 

Issues: Full-scale: implementation would requi're identifying the 
many detailed provisions that would have to be part of the 
proposal. Monitoring implementation would be important, but 
difficultl qiven the limited experience with such a program. 

It is not clear what the impaet of such a proposal would be on 
Federal and state costs. Initially costs could be increased 
substantially, as ..ore welf.."" recipients avail tnemselves of 
services to prepare for employment. After the time limit t there 
will be welfare savings, but there will also be coats associated 
with implementing the guaranteed work program. Dependinq on the 
structure of the program, these costs could eVen outweiqh any 
welfare savings. Kickey KaUS, wnose proposal 1s pernaps tne ..ost 
far-reacning, estimates tile initial annual cost of his proposal to 
be between $43 and $59 billion. 
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aRtion 2: Phased Implementation 

proposal: Given the magnitude of the proposal, a time limit 
coupled with a guaranteed jobs proposal could be phased in. 

DiscussioDI Various 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 JOBS and 
a guaranteed work proqram. The phase in can be related to specific 
provisions and/or subqroups of the w~lfare population. As service 
capacity and State experience grows, the program could be expanded 
to additional subgroups. 

potential subgroups include: 

o 	 AFOC-UP recipients. Moe-up reCipients tend to be less 
disadvantaged than the overall AFOC 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 to be a problem). In 
addition, the current AFDC-UP iS t in some ways, already 
similar to the proposed time-limited/guaranteed 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 benefits to intact families where the principal 
earner was unemployed. Even today, 13 states have adopted the 
Family Support Act option to impose a time limit, generally
six months in a 12-month period. Beginning in FY 1994, States 
will face participation rates that rise from 40 percent to 75 
percent by FY 1997, where adults in UP families will be 
required to participate at least 16 hours a week in a work 
pro9ram~ 

Implementing the proposal for AFDC-UP reCipients first would 
allow testing it on a relatively small segment of the 
caseload. It is a group that is typically less dependent on 
public assistance and has some prior work experience~ The 
work requirement for this population also means that many of 
the costs of the guaranteed jobs program would be incurred 
eVen in the absence of a new proposal, therebY minimizing
initial costs. There is some evidence from the utah Emergency
Work Program that such an approach can be effective. However, 
restricting tlte proposal to this group would ignore tho"e most 
at risk of long-term dependency and provide little insight to 
the potential impact of extending it to the rest of the AFOC 
population (although it coulll serve to identify important 
implementation issues). 

o 	 New Applicants. Mickey Kaus (1992, p.251) Itas 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 
required 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 problem of having to provide JOBS services and 
then actual jobs after a certain period to all current 
recipients: restricting the proposal to applicants would limit 
the annual number of JOBS participants and new quaranteed jobs 
to a manageable number~ However, by ignoring current 
recipients, potential long-term savings are reduced and such 
a phase-in could deter current reeiplants from leaving 
welfare, if they thought they may have to return to a system 
with stricter requirements. 

Sawhill (1992, p.5) has proposed a similar1 but even more 
narrowly targeted subgroup: new, first-time recipients .. While 
this would address the disincentive for leaving welfare for 
current reoipients, sines: they could receive aid if they 
applied again, it creates more data colleetion 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 another state•. In addition, it would 
further narrow the'population subject to the new rules. 

o 	 Other potential subgroups that could be targeted include: 
non-exempt AFOC recipients f employable AFDC recipients (e.g., 
those with prior work experience or a high school degree). 

Various provisions of the proposal could also be phased in: 

o 	 Time Limit. A longer time limit could be allowed for current 
recipients and applicants in the early years of the proposal 
to allow States to build up their JOBS programs to serve all 
those who need assistance in becoming- employable~ As the time 
limit takes' effect, and the number of AFDC recipients 
declines, the time limit could be shortened, since all 
families can be assured of getting needed services before the 
time limit has expired. 

o 	 sanction. The penalty or sanction for not workinq after the 
time limit has expired can be gradually increased to allow 
people to adjust to stronger penalties. Por example, 
initially the sanction could be the current JOBS sanction, 
but later it can be increased to include larger reduc~ions in 
AFOC and/or include reductions in other welfare programs as 
well. This would reinforce the importance of achieving self
sufficiency. Alternatively, a single sanction can be 
selected, but the severity for all groups can be increased 
(or decreased) over time, as individuals become more'aware of 
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it (e.g., it could be the current JOSS sanction for those on 
aid 2 to 4 years: 50 percent of the grant for those on 4 to 
6 years; and the entire grant. for those on over 6 years. 

o 	 Work Program. Participation rates, like those tbat now exist 
for JOBS., could be built into, the community services jobs 
proqram. Since initially it may be difficult for the 
qovernment to quarantee jobs for all those who need them, the 
proposal could include riainq participation rates, where a 
certain percentage of those who have exoeeded their time limit 
on welfare would be required to work (While the others would 
continue to receive assistanoe). This would allow 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 possibility of havinq to take a qovernment 
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, if, as Sawhill (1992, p.5) notes, "it exempts at 
the outset a significant proportion of recipients from the time 
limits -- even if only temporarily." She also adds that lithe 
exemptions absolve States of the responsibility for developing 

,sufficient resources to move a larqe number of recipients off the 
rolls and into work." 

option 3; State Options 

Proposal: Allow states to define the specific elements 'of their 
proposal~ The Report of the Task Force on Poverty and Welfare (p. 
77) arques for this approach: "Experimentation is needed to 
determine the best arrangement of time limits, requirements, and 
services. Moreover, different states may find different 
arrangements that make- sense given the conditions of the local 
economy, the capacity of the state to deliver services,. and the 
characteristics of the caseload." 

Discuasion. states have historically had siqnificant flexibility 
to operate the AFDC program under broad Federal quidelines. Giving 
States the flexibility to define the parameters under this proposal 
would continue that tradition and would allow th.... 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, slqnificant differences 
between States in the development of their proposals could create 
artificial incentives (or disincentives) to miqrate to other 
States. Moreover, there may be little reform, if States are 
concerned about initial costs being too high. 
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Option <4; ExperimentAtign 

proposal. Test different versions of the time limit/work 
requirement, to determine the effects on self-sufficiency, welfare 
dependency, children's outcomes, ete., and for various subgroups.
The demonstrations can also test the feasibility of implementing
the reform plan, e.g., the feasibility of achieving a 100 percent 
participation requirement in a quaranteed job. A demonstration 
approach would allow testing the impact of varying individual 
provisions of the proposal, such as. the length of the time limit; 
exemptions from the work requirement: the wage level for Clovernment 
jobs; the hours per week to be worked: private sector hi'X'ing 
incentives; and other important provisions. The results of these 
experiments could be used to determine wbether 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 members Of the House ways and Means 
Committee, for purposes of testing a time limit on welfare and 
government jobs as a replacement for welfare benefits (testing them 
together, as well as separately). 

DiscussiODt It has been arqued 'that dramatic chanqes in the 
welfare system should be tested on a smaller scale before being 
implemented nationwide. As Ellwood (199~, p.~5) notes: "(Wle
simply do not have all the anSWers about how to transform the 
welfare system:. Serious 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 qreater chance of movinc;J the 
system in an appropriate direotion." He also notes that allowing 
States to voluntarily design new programs and compete for Federal 
dollars, rather than imposinq a mandatory national program, would 
lead to better implementation and more creative thinkin<l~ 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 
impact and appropriateness of various changes will force a national 
proqram to be pale and cautious. It (In fact, Vermont' s current 
welfare reform demonstration, if approved, would implement a time
limited welfare reform proposal, with a guaranteed community 
service job afterwards.) Finally, given the potential for large 
initial costs, with uncertain future savinqs, beqinninq ~ith a 
smaller number of States would permit bolder plans to be tried and 
identify which are most cost-effective. 

opponents of experimentation could arque that it does not radioal1y 
change the nature of the welfare system for most welfare recipients 
and may result in nothing more than a limited number of 
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demonstration projects. PropOnents of immediate full-scale 
illlplementation could argue that there is already considerable 
research on many aspects of the likely effects of a time-limited 
welfare reform plant with a guaranteed jobs component for those who 
exceed the time li~it. For exampl., research clearly shows that 
the provision of benefits reduces work effort (though there is 
still debate over the IIl8qnitude of this reduction) I therefore, 
ending benefits after a fixed period of time is sure to increase 
work effort. Similarly, research on welfare-to-work programs show 
that such programs can increase the earnings and reduce the: welfare 
dependency of those who participate, suggesting that making such 
programs widely available during the first 2 years of welfare can 
lead to greater self-sufficiency. Moreover, evaluations of work 
experience and public service employment programs also show some 
evidence of success. Opponents of the demonstration approach could 
argue that the problems facing the poor are so serious that steps 
must be taken immediately and reform cannot be delayed for years, 
while experimental programs are evaluated. FinallYI full-seale 
enactment would not preclude experimental projects, which could 
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 arque that existinq 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 tillie-limit benefits would eliminate all unconditioned assistance 
after a oertain period of time, somethinq that has never been 
tested~ Existing research cannot be used,· with confidence, to 
estimate the effects of eliminating welfare altogether. Similarly,
the research on welfare-to-work programs generally shows modest 
effects, meaning that many families may be required to partieipate
in a community service job. There is little evidence on the 
effectiveness of such programs for most weitare recipients, and 
there is even some evidence that such programs can have negative
effects on some qroups, e.g., adult men. 

Advocates of experimentation could also argue that full-scale 
implementation could involva enormous start-up costs, as .lOBS 
funding would hava to be siqnifieantly axpandsd to provide for 
assistance for the first two years on welfare. Even after the time 
limit is reached, significant costs could be involved in providing
guarantaed government jobs. Given the uncertainty regarding tha 
cost-effectiveness of this approach, a demonstration approach would 
involve more limited funding initially and would provide cost
benefit results for various approaches. 

Finally, proponents of the demonstration approach argue that past
research suggests tha nead to be cautious of unintandad side
effeets. Indead, findings from the SIKE/DIME income maintenance 
experiment, which sU9gested that a guaranteed income might increase 
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marital breakup among welfare recipients, was partially responsible 
for the defeat of the carter welfare reform plan. 

Issues: All evaluations of demonstration programs are sUbject to 
biases, some of which may be particularly serious in testing a 
proposal that sets a time limit on assistance and requires work 
thereafter. Most important may be the strong incentiva for 
recipients who lose their benefits to mOve to another jurisdiction 
to continue collectinq benefits. In ad6ition, those participating
in a demonstration may not respond the same a way as they would to 
a permanent program and the results for one particular site may not 
be generalizable to the broader welfare population a 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 minil!lum wage f unless they were 
enacted nationally~ 

Option 5: The Ellwood Proposal 

proposal: David Ellwood (1992, pp.2J-24) recently laid out a 
specific approach for implementing a time limited welfare system
with a work program, which combines elements from all four options. 
His plan would be phased in by initially permitting a modest number 
of states (up to a dozen) to implement bold welfare reform 
proposals~ gradually adding other States over til!le, until all 
States are participating. States WOuld have flexibility in 
implementing the various provisions, so that different versions Of 
the plan could be tested. Key elements of his proposal include: 

o 	 States would be required to have policies to reduce the 
fraction of welfare recipients who receive aid for 2 or 3 
years by at least 25 percent (or some other fiqure'), giving 
the States considerable flexibility in the use of AFDC, Food 
Stamp, housing assistance and. other welfare proqram funds. 
The policies could include '"alternative traininq proqrams, 
child care, integrated services t child support enforcement 
and assurance, altered work'incentives, subsidized private 
employment, etc. ft 

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 assistance 
for the employables, after Which some would be allowed to 
adopt a CWEP-type work plan, while others would implement a 
"true time limited welfare followed by public/private jobs 
program." 

o 	 States would be required to improve their child support 
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enforcement system, where some would be allowed to include 
child support assurance in addition to strengthened
enforcement procedures. 

o 	 A comprehensive evaluation plan would be required for all 
proposals (though there is no definition of ~comprehensive"). 

o 	 Federal matches for these programs would be hiqh--in the range 
of 90 percent or more~ 

Discuasion. The Ellwood proposal combines many of the advantages
of all four options. First. it begins the process for a radical 
restruoturing of the welfare &yet..... making' it a transitional 
program. By phasing it in, hoWever, the initial oosts are kept to 
a minimum and testing va.riations allows policym.akers time to 
evaluate key provisions and better inform other States on how best 
to implement a time-limited welfare system. The project is likely 
to be more successful, and reform proposals more far-reaching, if 
States with the most interest and support are allowed to implement 
first, with the design of their choice. Furthermore, political
opposition is likely to be reduced, if the number of proposals is 
limited and include provisions for solid evaluation. 

EllWOod (p.27) cautions: ·Serious reform which involves millions 
of· the most. vulnerable AlIericans should, indeed must, proceed 
slowly at first. The danger of missteps here are le9ion. There 
are literally hUndreds of key questions which must be answered. 
We will never transform welfare by leqislating national changes of 
policies that have never been fully tried at the state level. Thus 
we will not be bold if we try to move nationally too fast. More 
importantly t we will hurt people and waste federal dollars. n 

Issues: The proposal does not define what a rigorous evaluation 
method would be. It is also not clear whether the plans would be 
implemented statewide or in certain political subdivisions larqe 
enough to accommodate a rigorous evaluation~ 



FINANCING ISSUES 


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

DIRECT COSTS/SAVINGS 

JOBS/Allle 

The impact on JOBS and AFDC costs depends critically on how the 
JOBS proqram is changed for those on during the first 2 years and 
how the time limit is structured. 

Mandatory program. Making the program mandatory for all non
exempt recipients, i.e., a 100 percent participation rate, would 
dramatically increase the number of JOBS participants in the first 
2 years of the program. CUrrently, approximately 500 / 000 
individuals participate in JOBS in an averaqe month. If mandatory, 
this could swell to 3 million in an averaqe month. Thus, total 
spending on JOBS participants would rise by a factor of six and 
JOBS spending itself by a factor of more than six, since currently
other programs (e.g., JTPA) pay for a sizeable (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 reoeived AFDC at the start 
of the progra:m are either off assistance or in the community 
services jobs component~ After this point, costs would depend on 
the number of applicants to AFDC. This would, in the long-term, 
be less than the number of applicants currently, since many current 
applicants have previously been on welfare and may not qualify for 
assistance under the new prog~am because they Would have exhausted 
their time-limited benefits. 

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

Limiting EXemptions. CUrrently, over half of AfOC recipients are 
exempt, primarily because they have a child under three years of 
aqe~ If this exemption is lowered and/or other exemptions are 
loosened, this would expand the number of individuals that would 
have to 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. 

Ezpan4iD!I JOBS Services. If more JOBS component activities ana 
support services are required to be offered statewide and/or new 
activities are added to the program, this would increase costs, 
especially if participants are given !lreater latitude in selecting
activities and choose high-cost interventions. 

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

Immediate Implementation. Immediate, full-scale implementation 
would result in higher J08S costs during the first 2 years than a 
phased implementation, but would also increase AFDC savings at the 
2-year pointa Conversely, a phased implementation would result in 
lower initial JOBS costs, but would also reduce AFDC savings at the 
2-year point. In addition, JOBS costs would be higher after the 
2-year point. 

Community Services Jobs. There will also be direct costs 
associated with the community services jobs program, which CQuid 
be incorporated within the JOllS program.. These: costs would be 
higher if a public service employment approach were adopted, rather 
than a workfare approach, since the wages paid to all those who 
have exhausted their time.' limit is likely to exceed welfare 
benefits in most States. Even in States 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 to some extent by savinqs not just in AFOC, but also other 
Federal programs; such as Food Stam~s and hOusing assistance. 

INDIRECT COSTS/SAVINGS 

The costs of many programs would be indirectly affected by a reform 
proposal that limited AFDC benefits to 2 years of receipt and 
required work thereafter. 

Food StaJIrRs 

If the reform proposal implemented resembled the "workfare~' model t 
Food Stamp costs would rise for families that do not comply with 
the work requirements, as their AFDC benefits are reduced, but they 
would fall for families that increase their earnings in response 
to the reform proposal. 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 AFOC~ though 
they would rise for families that refused to comply and received 
no AFOC • 

. A cOllllllunity services jobs program that paid wages could 
significantly increase EITC costs, since the number of families 
eliqible for the credit would increase dramatically. However, if 
a workfare program is implemented, EITC costs would only increase 
to the extent that more families left welfare for work. 

Tax Reyenues 

The wel fare reform proposal may also affect Federal, state and 
local tax revenues, especially 
segment pays participants wages. 

if the community services jobs 

FEDERAL MATCHING RATES 

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

CUrrently, JOBS is matched at several different rates and overall 
funding is capped~ Under the reform proposal, JOBS costs may
increase significantly. States may argue that the Federal 
qovernment should pay for all of the incremental cost of such an 
expansion f because they have limited resources, due in part to 
expansions in :mandated by Congress in Medicaid and the Faml~y 
Support Act requirements. In fact, States are currently only 
spendin9 about two-thirds of existin9 JOBS funds and are unlikely 
to spend more, unless re.quired to by the Federal government. 
However, 100 percent Federal financing of JOBS reduces incentives 
for states to run effective programs. As Sawhill (1992, p.13)
cautions, ~This change could also lead to waste and inefficiency, 
as states may be less careful in spendin9 and manaqin9 money that 
is not their own." This oould be especially dangerous 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 of 
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 JOSS 
program, but these savings would not be available for 2 years and 
their ma9nitude would depend on the AFDe reduction, i.e., whether 

http:proqra.ms
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it is a sanction or whether all AFOC benefits are reduced. 

The ultimate decision reqardinq Federal matching rates should 
probably depend on how much the current system is changed. If the 
time limit on AFOC is a sanction, as currently defined, and if JOBS 
is not changed extensively I the current financing arrangements need 
not be changed significantly. However, if JOBS is substantially
expandad, a community services jobs program paying participants 
wages is created, and if a significant share or all AFDC benefits 
are eliminated after 2 yearst the overall Federal matchinq rates 
may have to be reconsidered, recognizing state fiscal limitations, 
while also ensuring incentives for efficient administration. 



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

A number of antipoverty strateqies have been proposed as. 
complements to time-liMited AFDC. This 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. 

Description. Garfinkel et sl. (1992, p.S) describe a child support 
assurance system as baving three components: "child support 
guidelines, which establish the child support award as a percentage 
of the nonresident parent' s income; routine income withholdinq, 
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 government guarantee of a minimum 
level of child support to the resident parent of a child legally
entitled to private support. If In other words, if the absent parent 
cannot pay the minimum level, the government would make up the 
difference. While many proposals differ on the details of a child 
support assurance system, the minimum assured benefit 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 offset the 
assured benefit against welfare, it offers no net qain to 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 
rules are rewarded. 

critics of the assured benefit acknowledge that work effort among 
welfare recipients may increase, ,but that overall work effort may 
decline, as the increase in unearned income for single parents not 
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 
parenth.ood. 

Issues. An assured child support benefit of $2,000 per child 
equals $333 per month. This is larger than the AFDC benefit for 
a three-person family in many States and is not much lower than 
the $372 AFDC benefit 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 be reduced to $39, whiCh means that failure to work after 2 
years would result in a very small penalty; in some States there 
would be no penalty. However. other Al'DC families not eligible for 



the assured benefit, e.g., those eligible for AFDC due to the death 
of a parent or single parents who do not have a child support 
award, would be subject to the full penalty. This could be 
perceived as inequitable treatment. Finally, if the assured 
benefit makes a family ineliqible for AFDC, it also becomes 
ineligible for JOBS: thUS, even though its dependence on government 
assistance bas inoreased, 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 value of the minimum wage would be eroded 
with inflation. EVen with an indexed minimum wage, full-time 
earnings for a three-person family woula be $ below the poverty
threshold of $ • Indexing the minimUll1 waqe would ensure that 
the family would not fall further behind. If combined with the 
existing EITC, the family would have an inoome 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 teenaqers. Moreover t critics of indexinq the minimum 

wage argue that it is not an efficient antipoverty mechanism" 


. because most workers who earn the minimum waqe do not head 

families, 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 

to the poor. 

Issues: Indexing the minimum wage would increase the cost of the 
community services jobs program, if it is based on the public 
service employment model, where participants are paid wages, 
especially if such wages are linked to the mini~um wage. If the 
proposal is based on the workfare approach, it would reduce the 
number of hours AFDC reCipients must work in workfare pOSitions, 
if AFOC benefits fail to keep pace with inflation. 

CHILDREN'S TAX CREDIT 

Proposal. A proposal ennunciated in Putting People First is to: 
"Grant additional tax relief to families with children." One way 
to do this would be to provide a childrenfs tax credit. 

Discussion. Proponents of a cbildren's tax credit argue that it 
would provide assistance to all families with children and would 
not stigmatize the poor. Opponents of the tax oredit argue that 
it would be costly and would provide muoh assistance to nonpoor 
families, reducing the resources that could otherwise be used to 
help the poor. In addition, it could reduoe work effort. 



SAVINGS INCENTIVES FOR AFDC RECIPIENTS 

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

CUrrent LaYI The AFDC asset limit is $1,000 in equity value; in 
addition, it is $1,500 in equity for automobiles. 

The Bush Administration FY 1993 budget includes a proposal to allow 
States the option of disreqarding resources up to $10,000 for 
recipients, but only if the State determines that any such 

,disregarded resources are beinq retained for later expenditure for 
a purpose directly related to improving the education, training, 
or employability (including self-employment) of a family member or 
for the purchase of a home for the family. 

Discussion.. Allowing AFDC recipients to accumulate more in 
resources is aimed at reducing recidivism, i.e., when a minor 
setback puts families back on the AFDC rolls. If AFOC recipients 
were allowed to accumulate more resources before leaving the rolls, 
they may be able to remain off the rolls in the future by using 
these resources.. Extending the higher li1ilit to applicants is often 
justified on equity grounds. 

There is no empirical evidence on whether increasinq the resource 
limit for AFOC recipients (or applicants) would prolllote self
sUfficiency. An argument could be made that allowing welfare 
recipients to accumulate more resources would reduce the recidivism 
rata and promota productive behavior (i.e. 1 savings). Sherraden 
(1991) believes that the current welfare system is flawed because 
it encourages only consumption. He argues that allowing welfare 
recipients to accumulate assets will "change the way people think 
and interact in the world," making them more productive. However, 
there is no solid evidence to support (or disprove) this assertion. 

However, a higher resource limit would also increase welfare 
dependency by lengthening welfare spells, since families Would no 
longer be disqualified 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 fer eXcess 
resources, could simply spend them on current consumption to avoid 
being disqualified from the program. Raising the resourCe limit 
would also weaken the safety net argument for welfare. 

Expanding resource limits only for recipients raises an equity 
issue. Whey should families that had acquired assets While on AFDC 
continue to be eligible for AFDC, while other families that have 
a similar level of assets while managing to stay off AFOC be 
ineligible for AFDC1 

Issues. Raising the asset limit in a time-limited AFOC program 



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

AFDC MARRIAGE PENALTY 

. current Law. Eligibility for two-parent families in AFDC is 
contingent upon the principal earner having a work history and now 
working over 100 hours a month. 

Discussion: Some believe that the AFl)C program discourages 
remarriage, because the f~ily would, in many instances I lose its 
AFDC benefits. Some proposals would allow single-parent families 
on AFDe to retain all or part of their benefits for a period of 
time if they marry 6 This is intended to serve as incentive for 
marriage. There is no solid empirical evidence on this topic, but 
the research available does not suggest that reeipt of AFOC 
benefits is a deterrent to marriage. 

Issues: What happens if a mother remarries just before her t1me
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 program does not have minimum attendance 
requirements for school-age children, nor does it require 
immunizations for pre-school children. 

proposal: Some proposals would sanction the AFDC caretaker if the 
family's children failed to meet certain school attendance and/or 
immunization requirements. 

Discussion: The intent of these proposals is to i~rove lonq-term 
salf-sufficiency and health status by increasing the school
attendance of AFDC children by r"quirinq them to mest minimum 
attendance standards and qetting necessary immunizations or risk 
losing some AFOC benefits. These proposals are now being tested 
by several states! but it is unclear what their impacts are. 

Issues: If AFDC is time-limited, these requirements may lose their 
meaning, unless also applied to those in community service jobs. 

EARNED INCOME TAX CREDIT (EITC) 



current Law: The EITC was enacted in 1975 to provide tax relief 
to low-income taxpayers with children. As originally enacted, the 
credit equalled lO percent of the first $4,000 o~ earned income 
(i.e., a maximum credit of $400). The credit was phased out for 
adjusted gross income (AGI) or, if greater, earned income, above 
$4,000 1 and was entirely phased out for taxpayers with AGI of 

.$8,000. 

The RITe has been mOdified several time since its inception. Most 
recently I the Omnibus Budget Reconciliation Act of 1990 
substantially increased the maximum amount of the basic credit and 
added an adjustment to reflect family site. It also created two 
additional oredits as part of the EXT(:, the supplemental younq 
child credit and the supplemental health insurance,creditR 
For 1992, the basic EITe rate 1s 17.6 percent for taxpyaers with 
one qualifying child and 18.4 percent for taxpayers with more than 
one qualifying child. The maximum basic EITC is $1,324 (17.6 
percent of $7,520) for taxpayers with one qualifying child and 
$1,384 (18.4 percent of $7,520) for taxpayers with more than one 
qualifying child. It is phased out for taxpayers with AGI (r, if 
greater t earned income) above $11,840 at a rate of ~2.S7 percent 
for each dollar of AGI over the threshold (13.14 percent for 
families with 2 or more qualifying ebildren). The basic EITC 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 programts inception throuqh 1994. 

Unlike most tax credits, the EITCis refundable, i.e., if the 
amount of the credit exceeds the taxpayerts Federal income tax 
liability, the excess is pahala to the taxpayer. Also, under an 
advance payment system, eliqible taxpayers ~ay elect to receive 
the benefit of the credit in their periodic paychecks, rather than 
waiting to claim a refund on their return filed by April 15 of the 
following year. However, less than O~5 percent of, taxpayers who 
claimed the EITC in 1989 chose to receive advance payment of the 
credit. 

The supplemental child credit is availabe for ehildren who have 
not reached the age of one by the end of the calendar year~ It 
uses the same limits and phaseout range as the basic EITC~ In 
1992, the supplemental credit equals 5 percent of the first $7,520 
of earned income: the phaseout percentage is 3~57 percent. The 
maximum credit is $376. 

The suppleMental health insurance credit component of the EITC is 
available for certain health insurance premium expenses. This 
supplemental health insurance credit also has the same income 
limits and phaseout range as the basic EITe; it is 6 percent of 
the first $7 1 520 of earned income and is phased out at a 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 includes one or more qualifying children; 
it may not exceed the household's actual health insurance premium 



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

proposal: In Putting Peaple First l president-elect Clinton wrote 
that the Earned Income Tax Credit should be expanded "to guarantee 
a "working wage" so that no American with a family who works full
time is forced, to live in poverty." 

Discussion. Proponents of expanding the EITC typioally olaim that 
it would increase work incentives and strengthen families. There 
is little research on this subject, and economic theory provides 
no clear insight into the direction of the effect on the low
income population. The three ranges of the BITe -- phase-in, 
stationary and phase-out -- have different effects upon work 
effort. ' 

A worker in the phase-in range (earnings less than $7,520) 
finds that both 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 higher at the current 
hours of work means that there is less need to work. Thus, 
theoretically, the effect of the EITC in the phase-in range 
is uncertain, although most empirical evidence indicates that 
greater returns to work at low income levels stimulate 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 

~~~O~!e~ ~!qe~;k~Y $~~~ce, (?ne ~:i:~t~~~:;;) ~a~~~cht~~~~;~ 
provides an incentive to reduce work effort. 

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

However; there is 'also a fourth ,group; those who would not be 
working in the absence of the credit. For them, the EITC is 
simply a wage increase and their work inoentives are 
unambiguously positive. 

Since the EITC affects different groups differently, it is not 
clear what its impact is on labor supply. One empirical study 
(Hoffman, 198_) of the EITe 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 
into 276 million hours, or the equivalent of 138,000 full-time: 
jobs. Further, since tho average waqe of those receivinq the EITC 
Was $4.31 an llour, the reduced work effort due to the credit 
resulted in a. reduction of $1.2 billion in earnings. sin~e 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 



impact of the $5*5 billion cost of the EITC on the private
economy. ) 

It is worth noting that although the EITC may not raise the incomes 
of all recipients by the full amount of the credit, those receiving 
the credit are unambiguously better off, since they have more 
income than in its absence. Thus, if the overall wellbeing of poor 
households is considered more important than their work effort, an 
expanded EITC is an unambiquous improvement. 

By increasing family incomes, an expanded EITC may reduce financial 
pressures that lead to family stress. However, some families Day 
have incentives to split; since doinq so would allow them to each 
claim the EITC (assuming both parents work and each has at least 

'one chile!J ane! perllaps receive a lar<Jer total subsie!y amount. 
WIIile it is unlikely that ,there woule! be significant family effects 
of this<sort, the example sbows,that it is not clear the direction 
these effects may be. 

Some argue that an expansion of the EITC achieves the same 
objective of a minimum waqe but does so directly and efficiently. 
Even with the enacted minimum wage increase, they argue that an 
EITC expansion is still necessary to help larger families with low 
wage jobs escape poverty. However r the deqree to which EI1'C 
benefits are targeted to the poor depends on how it is structured1 
many proposals allow families with incomes well above poverty to 
receive fairly sutstantial benefits. TIle problem with restricting
the bulk of the benefits to those below poverty is that tile phase 
out rate then has to be very high. 

Perhaps the most convincing argument for an EITC expansion is that 
it raises tile well-being of participating families without causing 
major reductions in their own self-support. Taxpayers qenerally 
support the subsidy because it rewards those who take steps to 
support themselves. However, as Gary Surtless has noted, expanding
subsie!ies like the EITC "will not save taxpayer e!ollars either in 
the short run or the long run. tI Thus, some arque that Bcaree 
Federal:resQurces '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 qovernment-bue!get stane!point). 

Some have expressed concern that the current EITC does not provide 
greater assistance to larger families with greater needs. Tbey 
argue that increasing the cree!it rate accor<iing to the number of 
depene!ents woule! help protect larger families. Others note that 
since the EITC is restricte<! to those with earn1ngs ane! at least 
one e!ependent chile!, only about 21 percent of all poor households 
were eligible in 1986. TWenty-three percent had earnings but not 
children, 18 percent hae! chil<!ren but no earnings, ane! 37 percent 
had neither earnings or children. To increase its effectiveness 
as an anti-poverty devic6 1 some recommend extending the EITC to 
chile!less families ane! individuals as well. 



DEVELOP CHARTS/TAlILES SHOWING HOW THE EITC WOULD HAVE TO 
BE CHANGED TO LIFT FAHILIES WORKING FULL-TIME AT THE 
KINIMUl! WAGE OUT OF POVERTY, SHOW NECESSARY PHASE-IN AND 
PHASE-OUT RATES I ESTIMATE COST 

x.SUSSt Should the EITC be inoreased 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 encouraqed? Should welfare 
program income be counted as income for EITC purposes to improve
tarqeting 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 payment based on 
the worker f s annual earninqs. One concern expressed about earning's 
subsidies, such as the EITe, 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 EITe subsidy is payable). 
Most proposals geared at expanding the EITC would provide
incentives primarily to those with relatively low earnings. People 
whose earnin9s 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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:Percenfage 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) 
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I Expected Total Time I Women Beginning a Women Receiving AFDC 
First Spell of AFDC at Any Point in Time 

, 

3,420.9 

15.6 5.1 

10,0 4.8 

8.6 5.6 

6.2 5.0 

5.35.5 

4.3 4.8 

3.7 4.8 

3.2 4.6 

22.1 56.6 

100.0 100.0 

6.2 12.0 

, 
on AFDC 

1 Year 

2 Years 

3 Years 

4 Years 

5 Years 

6 Years 

7 Years 

8 Years 

9 Years 

10 or more Years 

Total 

Average Years 
of Receipt 

, 
Tabulations of the 21'year Panel Study of Income Dynamics 
. . -.•,," 



Reasons for Leaving Welfare 

Women Who Entered Welfare Under Age 30 


Using Annual and Monthly Data 


[ _ Annual 1",!jj!1 Monthly I 
I 


%:l 
~ 
;;j 
'0 
~ 
tl$ 

1:: 
~ 
~ 

50,---~-------------------------------~ 

40 

30 

20 

10 

o 
Work Marriage NQ Eligible Other Unidentified 

Child 

Tabulations from the NLSY 1979-1989 (Pavetti, 1993) 
lttIi<....... i 


i 



[ 

Cumulative Percentage of 
Women Leaving Welfare 

Women Who Entered Welfare Under Age 30 
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Exit Probabilities and Cumulative Percentages of Women 

Exiting Welfare by Duration of Receipt 


r--------~- I -'--C-um-u-la-ti-w-%-o-f~ 

Duration (Months) Exit Probability . 


H2 55.9 
13-24 32.1 

25-36 27.4 
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Cumulative Percentage of 

Women Returning to Welfare 
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i i 

73-84-.---'-___6_.6____~.._.J_____7_~~_ ___.l __ .\ 
L-_______________________Tabulations from the NLSY 1979-1989 (Pavetti. 1993) ____ 



. . . Selected Characteristics by Type of Welfare Use for 
Women Who First Receive Welfare 


Between Age 17 and 23 


r ._. 

, Characteristic 

HJgh School Diploma
GED 

No R.cent Work 
Experience 

I 
, 

, .~. 

, 
, Short-term 

Transitional Us< 

41.0 
4.0 

36.6 

•.. 
(pen::ent of Total in Group)-


Episodic 
U", 

36.2 
5.4 

45.3 

Continuous 

Use 


28.0 
3.4 

61.4 

"_.

All New 

Recipients 


36.S 
4.5, , 

44.5 

Basic Skills (AFQ'I' Score; m....ured in standard deviations from the mean) 

-3.00 to -1.50 8.2 15.! 31.4 15.1
·U9 to -Q.50 30.0 40.8 39.7 36.0
-0A9 to +0.50 36.6 36.1 23J 34.0
+0.51 to +1.50 22.0 8.1 4.5 13.3 
+1.51 to +2.00 3.2 0.0 1.3 1.6 

Youngest Child Age 
One or Younger 77.8 76.0 89.7 79.2 . 
Never Married 52.3 64.8 85.1 63.2 

First Re""ived Welfare 
as a Teen Mother U.3 12.7 20.0 13.4 

R.""/Ethnicity 

African-American 
 29.4 4l.4 63.7 40.3 
Hispanic 6.5 9.3 5.1 7.4 
White 64.1 49.3 31.2 52.3 

Lives in Public or 
Subsidized Housing 9.1 18.6 19,4 14.7 

Region 

North 
 S.1 11.4 1404 10.8 
North Central 40.4 37.2 51.8 41.2
South 33.7 34.3 16.3 30.8
West 17.2 16.3 17.5 16.9 

Percent of All ,
New Recipients 42.5 39.5 1S.0 100.0 

Average Months on 

Welfare Within Five Years 
 U.S 42.3 60.0 32.5 , ,II Percent of Welfare Use 15.4 51.4 33.2 100.0

1 I 
All c!J.ar<JcttruUcs ~ ml8surtd .at the bttiflltinl! of the first spell cf we/fue rtctfpt. ,
Thri AFQT SCf)rt is standardized by 4ge lrrxtp cased en iM {CC/rs of All womel} fit tbe NLS'I who tock the AFQT tnt in 1980. 

T"bul"tlans from tho: NLSY, 19T!H!J88 !"",-,,,I'--' -,,--
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• ISSUES IN A TIME-UMITED WELFARE PROPOSAL 

In his campaign, President·elect Clinton pledged to reform work and welfare in this 

country, declaring that: 

It's time to honor and reward people who work hard and play by the rules. That 
means ending welfare as we know it ~~ not by punishing the poor or preaching to 
them, but by empowering Americans to take care of their children and improve 
their lives. No one who works full-time and has children al home should be poor 

• 

anymore. No one who can work should be able to stay on welfare forever: 

To achieve these ends, Clinton promised to expand the Earned Income Tax Credit, guarantee 

affordable, quality health care, increase the minimum wage to keep pace with inflation, and 

expand child support collections. He also vowed to convert welfare into a time-limIted program, 

where the government Would, "[a1fter two years, require those !!!J2.Q!Y!.~!Q.gQ!Q.:!!Q.!i;, either 

in the private sector or in community servlcs: provide placement assistance to help everyone find 

a job, and give the people who can1 find one a dignHied and meaningful community service jab"' 

(emphasis in original). 

Clinton's proposal to convert AFDC into a two-year transiUonal program could represenl 

the most dramatic change in the program since Its Incephon In 1935. EffecMg SUCh a change 

involves a substantial number of design Issues, the most significant of which this paper explores. 

In doing so, the paper assumes passage of other kay features of the Clinton package, Including 

the EITC, minimum wage, and child support reforms. 

A. CRITERIA FOR EVALUATING WELFARE REFORM 

Any welfare reform proposal has to be measured against certain criteria. In this paper. 

• we evaluate a time-limited welfare program's ability to meel four criteria. each 01 which is 

discussed briefly below: 
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Reduci09 Long·Tenn Poverty • 
The first and foremost criterion for,any welfare proposal is how well it will reduce poverty. 

Tho current system has falled to do this for two reasons. First. the level of benefits provided is, 

in most states. well belOW the povelly line, The average maximum AFDC grant for a one'parenl 

family of three is only 41 percent of the federal povelly threshold; even after receiving food 

stamps, the family's income is less than three-quarters of the threshold,' At the same time, by 

substantially reducing their benefits, welfare penalizes recipients who work in order to supplement 

their grant.' The end resuH is that receiving AFDC benefits lifts few people out or povelly,' 

Increasing Self·Sufficiency 

One obvious solution 10 the above problem would be to increase AFOC or related benefits, 

but this solution runs CQunterto the value of salt~sutficieocy. Many Americans value welfare when 

it provides transitional support to help families be~ome setf~sufficient. but tew do when it becomes • 

a long·term substitute for work. Thus. another goal of reform should be to restructure welfare to 

do more of the loomar and tess of the latter, The present system does serve a transitional 

function for many recipients, A 1986 study by David Ellwood shows that almost half of new 

recipients leave AFDC within a couple of years.1! Evan when subsequent returns are considered, 

a third of recipients spend tess than two yearS on welfare and half less than four (See Figure 1), 

AFDC also provides long~term asSiStance for a substantial portion 01 recipients. Ellwood's 

study found that 65 percent of those on AFDC will end up receiving benefits for a total of eight 

years or more; all those on AFOC at a point In time will end up with average stays of 11,6 years 

(See Figure 1): This assistance takes the place of earned Income for a large majority of 

recipients; few are Involved in the work torce, Only 6,7 percent of recipients report that they are 

working at all (2,5 percent full-time). and over two.fhlrds say that they are neither seeking work 

or attending school or training. While these reports may understate the extent to which recipients • 

• 
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work,S their labor force involvement is much below that ot American women with children in 

general.9 

Improving the Well~Being 01 Children 

Increasing the labor force involvement ot women on welfare may well tum out to be either 

a plus or a minus for their children. To the extent that parents become economically self· 

sufficienl and families escape poverty, children may benefa. Even if family incomes do not 

increase, according to some recent studies, earned income may have more beneficial effects for 

children than welfare. At the same time. children may fare worse. If the day care they receive Is 

inadequate. if there Is insufficient bonding with a parent during infancy. or if the stress of worklng 

interferes with good parenting.lO 

Containing Program Costs 

• As with any program, issues of cost are critical,11 The current debate over welfare reform 

takes place in the context of widely expressed concern over the size of the federal deficit and a 

backlog of other domestic needs. It also occurs at a time when AFDC rolls and costs are 

Increasing significantly." Thus. any reform should be daslgned to meet the above criteria In as 

cost~effecti\le a manner as possible. 

.. .. .. '" .. 

Converting the present welfare program to a two~year. 1lme~limitBd one raises a number 

of very impOrlant issues. The most important of these are: who shoufd be expected to work. 

where should they be expected to WOrk. and how strictly should any work requirement be 

• enforced. 

http:parenting.lO
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,:~~~. ; \ WHO SHOULD BE EXPECTED TO WORK •
;,:.,. 
~'/ 
" .: 

'j:~,' , 


The JOBS program exempts from its work requirements a substantial portion of the single· 

parent welfare population, including those who are ill, incapacitated, or 01 advanced age; needed 

at home because of the IUness of another household member; the parent or other relaUvo of a 
, 

child under 3 (or 1 at the discretion of Individual states); employed 30 hours or more a week; a 

child under age 16; at least three months pregnant; or living where the program is not available. 

It also provides that a parent or other relative caring for a child under age 6 may not be required 

to work more than 20 hours a week.l! A fundamental question is whether a tlme~limited welfare 

system should exclude these same groups or others from its two-year limitation on the receipt of 

benefits. 


Exemptions 


":' . •There are several reasons for exempting these same groups from the tw-o~year limit. 

First, some may simply not be able to work, This group would include people who are ill, 

'. " incapacitated, or temporarily diSabled.'" 

Second, exempting some parents may be critical to the well-being of their children, Where 

children are newborn, ill, or diSabled, receiving full-time parental care can be very Important, and 

society may want to help parents provide full-time care until the child becomes older or the Illness 

or disability subeldes, In most cases, the exemptions granted for recipients in these two groups 

would be temporary, 

Some will Interpret extending welfare In the event of pregnancy" as encouraging the birth 

of more children Into poverty. One response to thls concern 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 problems, Many states are experiencing substantial difficulty coordinating services for 

their JOBS clients, and some providers have reached their capacity for new participants. Ie If 

Congress enacts a time-limited wellare system without any exemptions, these same states and 

providers would have to coordinate and provide services to many Urnes the number of recipients 

they now serve inadequately under JOBSY' This would, no doubt. lead to even greater 

problems than now, threatening to grind the new system 10 a halt. 

One way to address the service capacity problem Is to allow a lengthy phase-in period for 

Implementing the new program. This would give states much-needed time to develop the 

systems and resources to provide services to a vastly expanded number of new recipients. 

Another option is to include in the time-llmHed program only a distinct subgroup of the welfare 

• 	 population, such as new, first-time recipients. This new program could be run strictly, wilh fewer 

exemptions or extenstons. if there were the assurance of sufficient program resources for the 

limited number of participanls. As states increased their service capacities, they could expand 

the program to new subgroups, such as families with older chlidmn or recipients who have been 

on Ihe program beyond a certain number of years. 

However compelling some will find the arguments for generous exemptions. others will 

contend that allowing them will make a time-limiled weHare system little different from eanier, 

largely unsuccessful welfare-!o-wor!< efforts. In their opinion, lIle new program will not 

communicate a dear message that welfare is a transitional. rather than tong~term. source of 

support if it exempts at 'the outset a significant proportion 01 recipients from the time limits - even 

it only temporarily. Critics will maintain that the presence of exemptions will allow many reCipients 

to avoid war!< for several years." They will also argue that the exemptions absolve stales of 

• 	 the responsibility for developing sufficient programs and resources to move a large number of 
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recipients off the rolls and into work. Even if Congress decides, for whatever reason, to pe'rmit • 
exemptions, this criticism of them requires that the new program dearfy delineate their terms and 

time limits . 

.Extensions 

A related issue is whether recipients should be able to receive benellts after the end Of 

the two-year deadline, primarily in order to allow them more time to finish coursework for an 

educational degree or complete a job training program. Indeed, given their extensive educational 

and training needs, some redpients may need more than two years to secure the skins to become 

economically self sufficient and escape poverty. By all accounts, long-term welfar. recipients are 

" very disadvantaged population. Forty·tIlree percent have less than 12 years 01 schooling 

(compared to 12 percant of all woman), 56 percent score more than one standard deviation betow 

the mean on the Armed Forces Qualification Test (¥s. 17 percent of all women), 51 percent have 

low self esteem (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 

working (Ys. 2 percent of all women)." 

Deciding whether to permit extenSions Is made harder by the absence 01 solid research 

on what to expect from a full two years of intensive education, training, or work experiences. This 

or• Is because most 01 the earlier wellare-to·work ellons that have been studied were short·term and.', ' 
"',( " 
',~,; , locused on job placement rather than human cep"aI d~velopment.'" The more recent state';} . 
,.','., JOBS programs have generally focused mom on education and training, bul they have not been 
:',~/,..
'H' In operation long enough to study tIleir impact after more than a year" .".;' . 
'S: ' 
; '< The studies do give a lairly consistent picture of the impact of shorter work-!o-wellare , . 
:',' . 


programs. They show that these programs lend to produce statistically significant gains In 


earnings. primarily from Increased hours worked, rather than higher hourty wages. These extra • 
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earnings are modest. however, resutting in few welfare exits. The initial gains seem to remain 

after three years but do not necessarily increase in each succeeding year. The studies do not 

indicate whether these modest gatns will increase substantially with the more extensive education 

or training that would. presumably, be available in the new progratn,22 

Unless carefully circumscribed, permitting extensJons may send the same mixed message 

about the rules of the new system as allowing ~xemptions, To minimize this effect it may be 

necessary to permit extensions tor educational or training reasons only for a specified time in a 

limited number of cases, where, in the judgment 01 a case worker, they would improve signifi

cantly a recipient's prospects for self~sufficiency. 


lifetime limitation 


President-elect Clinton's proposal does not Indicate whether the time limits on receipt 01 

• welfare will lest lor only a particular spell or for an entire I~etime. The program's designers must 

do so because of the likelihood that many who leave a timEHimited welfare system will face some 

financial hardship and tum again to AFOC for support. A substantial proportion 01 recipients who 

ex~ the current program end up returning; in his 1986 study. David Ellwood found that 40 percent 

of previous weWare recipients have multiple spells 01 AFDC receipt" In a demonstration 

program (Project Match) providing employment assistance to long-term welfare recipients from 

the inner city of Chicago (an especially disadvantaged group). researchers from Northwestem 

University found that, even when recipients are placed in jobs, most 01 them (70 percent) lose or 

leave 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 turnover was not a lack of job 

skills, inability to flnd day care, or the availability of welfare as an alternative but rather the 

difficulty that recipients had adjusting to the expectations 01 supervisors, co-workers, or customers 

• in the predominantly service sector jobs where they were placed,H 
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Allowing routlne returns to wellat. could well deleat the goal of encouraging sell· •
;~;~UffiCiency and make a time~limited program little different from the present one. Not providing .. .
':<': 
,~at least some transitional support could. however. pu~ children at risk of privation. The system 
:' i ' '.. 
Jmi9ht still allow some shorHerm retums, while maintaining its integrity. First, a recipient who 
;i' c.'- , . 

'!~'~eava$ before the end Of two years could return and still have time available. Indeed, this option

," . .~;' . 

~l might encourage some recipients to move through the system quickly, thereby retaining some 


,\~-time for future shorHerm emergencies, Second. the new program could provide short-term 
:,:;;~.:. 
. :j}upport. but only on the condition that someone work in one of the residuat jobs created for recipi
" 
", . 

'_,:':'ents. Third, someone who left welfare for work couid be- allowed to "earn" future months of 
') ).< 
-::, , 

{"benefits for each year spent off AFDC. 

'" ,;,'~:' . 
,',' .
", . 
'/\V
'co' THE JOBS PROGRAM
\ : 
I
~{" ,

". , " '-'. ' •..' ' 

J}.~ Hopefully, with a good education and training program, a substantial number of recipients
j:' . 
:::;wlilleave AFDC lor competitive employment by the end 01 the transitionat period, Given how long, . . 
',I;' i 

: ,most recipients remain on AFDC now, however, many will still not have found Jobs aIIer two 
~; I,: 

'::'·.Years," These ate several possible responses to this: 
" . 
"',", .'
:::;. (1) Congress can establish a massive public jobs program 10 employ those who have not 

found Jobs. 

(2) It can, instead. require that unemployed recipients wor!< In a community service Job. .. . 
" (3) It ~an encourage increased private employment by subsidizing wages. 

,~ , 
'';' (4) It can do a combination 01 all of the above. 
',:,,' " 
.'." .
" , (5) It can do nothing. 
;" , 

•
, . 

;:..~: Following is a briet discussion of each of these options. 

:~;'::.:, 
i,' . 
~\ ' 
t ::: ' 

:;~1(: 
. , 
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A Public Jobs Prog ram 

In a recent book, Mickey Kaus proposes just such a public jobs program as a replacement 

for the current welfare system," Public jobs would be available to all recipients and others who 

are unemployed, Wages would be set low enough to effectively rallon jobs to those who needed 

them most and eliminate the need for targeting, Kaus estimates an overall net cost of the 

program of between $43 and $59 billion, 

Relying solely on jobs in the public sector has substantial disadvantages, Firsl, it can 

produce boondoggles or make-work projects where the value of the wort< pertormed is marginal, 

Second, as Kauo's figures show, the process 01 organizing and funding new projects for large 

numbers of people Is expensive," Third, ij relegates disadvantaged people to speCial job 

ghettos, where they have little chance to move into the vast number of unsubsidized positions In 

• the private sector that may help them escape poverty, 

CWEP 

Those who have not found jobs at the end 01 two years could be required to participate 

in a community work experience program (CWEP) as a condition of receiving further public 

assistance, Program participants would be paid the equivalent of their past grant, contingent on 

their worldng a certain number 01 hours, The number 01 hours wor1<ed would be determined by 

dividing the grant amount by the minimum wage or a higher figure," 

In recent legislation proposed by U.s, Senator David Boren and vetoed by President Bush, 

Congress adopted a demonstration program to be implemented in four urban areas and two 

states.30 Under this legislation. public work projects would be established for three groups: 

unemployed, non-custodial parents who are In arrears on their court-ordered child support, 

recipients or persons at risk of being recipients 01 the AFDC-UP program, and recipients of AFDC, 

• AFDC recipients employed In these projects could be required f<) wort< up to the number of hours 

http:states.30
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-i,equal to their monthly assistance divided by the prevailing wage or 125 percent of the greater of •
V., 
~',the federal or state minimum wage}ll Those who worked off their benefits would receive a 
;-j' 

, ' , 

,~ , 


'~::bonus aqual to 25 percent of the average amount of monthly AFDC benefits in the state. ,,' , 

\~," , This CWEP or others would b& signiflcanHy less expensive than a massive residual PUblic 
,,I, : 

',(lobS program, While the likelihood that CWEPs would b& dead end jobs is high, that unattractive 
."" 
~r: feature may encourage recipient efforts to utilize training and job placement efforts in order to 
,: ' 
\," 
}l:avoid ending up in a CWEP. 11 would also make applying for welfare in the first place far less 
H' 
i 
:ilattractive. 

The arguments against CWE?s are numerous. Critics contend that much of what . 
" "'" 
,','reCiplents will do will be make·work of lillie value; that the positions will probably not evolve into 
", 
;j::real jobs in either the public or private sector or enable recipients to become self sufficient Qr 
\~- ,
-,I', 

i:: escape poverty;" that the costs of administering the program will b& high compared to the 
\' , •'l:i,'sums -expended on recipients; and that the low wages may undercut tne prevailing wage for 
"(' , 

::\similar work in the community.33 
-,;.,' 

.;~ Subsidized Private Jobs 

:~j.. 


~: ' A third alternative is to pursue a subsidized private jobs placement strategy (perhaps 

','" 
retaining a smaller residual public jobs program). Prlvale employers could b& offered deep 

. subsidies initially·· perhaps 100 pereen! 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 employers could also b& encouraged to maike a commitmentlo hire 

':;;: and train disadvantaged people as part of their social responsibility to the larger community. 
'.! . 
, Continued employer eligibility for the subsidies could be conditioned on evidence that the program 

" -
:, was not being abused (as a source of cheap labor) and that a reasonable proportion of 
" ,:1 '.. 

',: subsidized hlres (perhaps 50 percent) was making the transition to unsubsidized employment in 

.'.' . 
 •" .j • 

'I'
'-,-

,:' 
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the same firm at the end of two years. Outright reptacement of existing employees by subsidized 

workers would. of course, be prohibited. 

The subsidized private jobs strategy has lis problems_ Take-up rates might be low. 

Concems about the productivity of form... AFDC recipients, excessive pap~ork, regulation, or 

fear of discrimination suits could weaken employer interest in such a program. TransitJon to 

unsubsidlzed employment may never occur. Private employment options in some spots, such 

as depressed rural communities, may be few, whether subsidized or not 

Combination Strategy 

A fourth option is to combine the private, subsidi2ed employment strategy outlined above, 

with a smaller public jobs program and CWEPs. Under this option Congress would appropriate 

funding for a specified number of public jobs that will be open to recipients, with some being 

• reserved, perhaps, for non-custodial parents who are unemployed and in arrears, Congress 

would also aPPropriate funds for a specified number of private jobs. States would then establish 

CWEPs to 1111 the gap between the number of public and private jobs created and the total 

number needed. 

This option would avoid the potentially very high cost 01 a public jobs-only approach. It 

COUld offer many recipients more meaningful employment options and a belter opportunity to 

escape poverty than a CWEP-only strategy. It could improve employment aliemative. in areas 

where a private employment slralegy is not feasible. The program could also be designed 

according to the partlcuJar circumstances of local communities,:!" 

No Jobs 

Congress could also decide to have no residual jobs program or CWEP. U.S. 

• 
Represenlative Vin Weber and other Member. of Congress recentty proposed legislation that 

provided for a four-year lifetime limit on welfare." The bill did not provide for any residual jobs 



:::;\( ~ 
'j,. 
,,'j- ' 

12.. 
program. At the end of four years, those who were still not employed COuld continue to receive • 
Food Stamps and Medicaid. but not AFDC. 

Extension of the time limit to tour years, instead of two. would mitigate the potential for 

hardship trom ending welfare without offering a residual job 01 some kind. Presumably, with two 

more years than in the Clinton ptan, many more recipients would end up employed. Nonetheless, 

the potential for hardship without a residual jobs program may still be seen as too great, even 

with a four-year time limit. 

ENFORCEMENT 

Under any 01 the options discussed above, except the last one, recipients who have not 

lound wor!< by the end 01 their time on weUare will have residual jobs that they can do, There will 

be some recipients, however, who will refuse to work at all or who will perform so badly that they • 
will be lired. Those designing a time·limHed welfare system must determine what to do when this 

The JOBS program imposes some minor sanctions on non·complying recipients, and',',~ (, " 

'i'I ' •. i'., '. these could b.e continued in a time-limited program. The program allows states to reduce by one
':-'~',:, 
:'. 
" the size of the household for !he purposes 01 computing the amount of a household's AFDC 


: .. 

"
i, 

,,' 

" 

,
'.' grant. (In most states, this reduction would amount to $60 or $70 per month.) If also provides 


';;:
, 

" 
'" 


i.. I for protective or vendor paymen1s. insteed of payments to the sanctioned parenl In the case of 

.'" 

}~ . a first offense, this sanction is imposed unHi the failure to comply ceases, For the second. it is 
,~',' " 

" ",1 ", 


..." imposed that long or three months, whichever is longer, and, for the third offense, until non·
, 
compliance ends or six mont,hs, whi<:hever is 10nger.38 

• 
1 

http:10nger.38


• 13 

Designing a system of sanctions seams to run into an irresolvable conflict between 

• 


concerns for the immediate well-being of children and the integrity of a time-limited program. 

Continuing benefits after the end of two years and after the parent has refused or failed to work 

would seem inimical to II\e very concept of a tlme·limited weUare program. At the same time, the 

likelihood that children will be exposed to privation would be very high il all support ended. 

Whether providing households with more limited benefilS, made as protective or vendor payments, 

would properly meet both concerns is unclear. 

OTHER ISSUES 

Child care 

The JOBS program requires that participants receive the child care benefits they need to 

participate in the program; indeed, In certain circumstances, recipients need not participate 

unless child care is guaranteed. The act also provides for up to twelve months of child car. 

benefits if necessary for the employment of someone who has leh AFDC because of excess eam

ing5.39 If continued. these provisions will provide some support for recipients seeking jobs in 

a time-llmited weHare sysl&m. There are, however, remaining concerns about the quality, 

availability and cost of child care ~~ concerns that would increase if more people were leaving 

welfare for WOrk." The problem of child care may be bas! addressed by looking at the needs 

of not jus! those on welfare but of Blithe working poor. For instance, one response may be a 

substantial expansion of Head Start 10 include Blllow·income children down 10 age one or two. 

Another may be to increase the level of child care support overall for low-income workers. 

• 




•

To have any hope of improving the self sufficiency of long-term welfare recipients. a time

. 
limited welfare program must do much better than the current JOBS program. A recent study of 

the JOBS program In ten states concluded that 'states have come closer to meeting the letter 01 

the law than the spirit of tl]e law, For the most part. the hope that states would use JOBS 

.\ . implementation as an opportunity to signal a change In the mission of weHere systems or to/..'.;.. ' " 
rettef!ne the social contract has not been realized,"" This study found that almost all of the 

states were serving tittle more than the minimum number of non-exempt recipients, which was 

only 7 percent during federal fiscal 1991." States are elsa drawing down only about half the 

federal funds available to them.'3 

Improving state performance raises two important issues. The first relates to how much 

Congress should appropriate to fund the training. education. and child care needs of those 

participating in a tlme~lmited 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. $1.3 

billion in 1995. and $1 billion in 1996 and thereafter," While state. nave not been using all ot , 

this money," they wit! still need several times the current levels appropriated to increase,by live

or ten-told the number of recipients they serv .... 

The second issue pertains to the matching rate for slates, Unless the percentage share 

?.t,' , of the federal government is Increased. states may continue to draw down far fewer federal funds 
\' 
',' \ 

.i'~.>":. , than needed for effective operation of the program, Congress could remove the state matching 
.;".' 

requirement aIIogether. While this would provide fiscal relief to states. It would also tall. out of 


the system the $500 million or so stales ate now pUlling into it, This change could also lead to 


, '" '~' . 
" 

waste and inefficiency, as states may be less careful in spending and managing money that is 

not their own, • 
.;. " 
,; , 

~~:~",: 
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CONCLUSION 

Stepping back from all these details, it Is possible to see the different shapes that the 

Cllnlon proposal could take. At one extreme would be a program that is administered strictly, with 

a limited number ot exemptions and no shorHerm extensions. Benefits would end tor a1l. with 

no exceptions, at the end of two years. The twowyear period would be a lifetime one, with no 

possibility of • resumption of benefits. 

At the other extreme would be a program similar to the current JOBS program. It would 

allow substantial exemptions, with extensions routine!y granted lor recipients to finish schooling 

or training. Nonexempt recipients would be required to enroll in a CWEP al the end of two years. 

The current JOBS sanctions would be extended for poor work perlormance, with families 

receiving lower payments, possibly through a protective payee. Recipients who left welfare for 

woll< could ratum, perhaps after a minimum lime off the program. 

Somewhere in between would be a program that would allow one-time, short4erm 

exempflons and extensions under clearly specified circumstance.. The two-year period would 

ba a lifetime one, with recipients only baing able to return to a CWEP poSition. Those who got 

~d from a C~ would receive substantially lower benellts, and Ihen only for a limited lime. 

Whalever op60n was chosen, it could be phased in more or I.ss rapidly. Ending wellar. 

"as we know It" can be either a short· or tong-term goal. Some will argue, for example, thai it Is. 

a goal that can only b. achievad once an adequate system of child care and assistance lor the 

working poor are firmly in place. 

• 
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Estimating wHh some precision the amount of extra funding that will be necessary goes 

" . lar beyond the scope of this paper, 
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