other campaign materxals, Pres;&aﬁtuelect inntnn and Vice
President~elect Al Gore describe a welfare reform proposal that
involves time-limiting the receipt of Aid te Families with
Dependent Children (AFDC). According to these materials, AFDC
receipt would be limited to 2 years for all those who are able to
work. During the 2 years during which receipt is allowed,
¢linton and Gore intend to "{elmpowver people with the education,
training, angd child care they need . . . 80 they can break the
cycle of dependencoy" (1882, p.lé5}.

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 pirivate
sector or in the public sector. Por those who cannct find
private sector jobs, Clinton and Gore recommend providing
Rdignified and meaningful community service Hdobis)" {1892,
p.16%} .

The Clinton and Gore plan also includes other antipoverty
proposals: 1} universal health c¢are; 2) passage of the Family
and Medical Leave Act; 3) an expanded Farned Incowme Tax Credit
(EITC); 4) an increased minimum wage; 8) creation of a national
apprenticeship-style program; 6) requiring employers to spend 1.5
percent of their payroll on continuing education and training:;
7) provision of lweans to low-income entrepraneurs and homeowners
- in the inner c¢ities through a nationwide neiwork of community
development banks; 83 c¢reation of urban enterprise zones;

9} passage of "a more progressive Comminity Reinvestment Act®
{19382, p.167); and 10) various proposals to strengthen child
support enforcement,

Additionally, Clinton and Gore saggaat° 1} enabling “low-income
Americans to set up idu - Accounts to save for

specific purposes such as pastwﬁacandary &éuaatzan, howe
ownership, retirement, and small business startups" (1952,
p-1l66}; and 2) alxmlnatzon of regulatiaﬁg that di@aourag& ,
Americans who receive AFDC from saving money.

Will Marshall and Elaine Ciulla Kamarck's chapter "Replacing
Welfare with Work," in Mandate for Change (edited by Marshall and
Martin Schram), suggests placing a time limit of 2 years on AFDC
receipt for able-bodied reciplients. For those who cannot make
the transition to private-sector work after their AFPDC benefits
run out, they recommend offering the opportunity to work in a
community service corps at ninimum wage.



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 limit. They maintain that programs that
offer such services rarely result in pexrmanent jobs for the
participants and that education and training rarely raise the
earnings of participants enough t¢ lift them out of poverty.
Marshall and Kamarck's alternative "is te let private entities -
- nonprofit and for-profit -~ bid for the chance to place welfaré
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 rescurces from education and training
programs to private efforts to employ people {though these
private firms may provide such services to increase the
smployability of those they are trying €0 place).

Marshall and Ciulla also recommend other anti-poverty strategies
to make work pay: 1) a “guaranteed working wage,® which they
define as basically an expanded EITC, and which would serve to
ensure that all families with full-time, year-round workers would
avoid poverty; 2) a refundable child care tax credit; and 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 withhelding, and where the government would
guarantee a minimum child support payment, if the absent parent
cannot pay c¢hild support.

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

Marshall and Ciulla call for an "enabling strategy" 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?® (1592,
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® (1682, p.234).



3 SURBOL ; Fapily, David Ellwocd
suggasta fauw fundamental steps o addre&s the poverty of single~
parent and two~parent families. They are as follows: 1) ensure
universal medical coverage; 2) nake 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. According to Ellwood, if these steps are
combined with a child support assurance program, “we can address
nost of the key problems of single mothers™ (1988, p.175).

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

For two-parent families Ellwood suggests that the transitional
support period might be 12, 24, or 36 months. Once someone had
uged up the full amount of their transitional aid, 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 thelr
benefits but still 4did not have work. {(Ellwood believes that
this jobs program would be small because only a very small
percentage of two-parent families are poor for a long period.)

Ellwood proposes a transitional support period of 13 nonths o &
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 availakle during the transition period, and
"the program would be designed to help people achieve
independence."™ At the end of the transitional period, cash
benefits would end {(although 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 te Ellwood's plan, if one had
another baby or claimed that no jobs were available, one could
“not regualify for much more transitional assistance” (1988,
P.179) .

The government must also provide full-time or part~time ‘obs 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



pregrams. He says such cases should be evaluated on a case~by-
case basis and not be allowed to shape the whole welfare systen.

The rationale for time~limited welfare, according to Ellwood, is
that unless the welfare syster is changed, there is “little aid,
incentive, or pressure for single parents o work.¥ He also
believes that time~limiting welfare will 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
conundruan, which is concerned with the need to ensure the
gsecurity of single~parent families, yet providing single-parent
families with benefits may provide an incentive for the formation
and perpetuation of such families; and 3) the targeting~isolation
conundrun, which is concerned with e¢ffectively targeting services
to those most in need, without isoclating them from the ecconomic
and political painstyream {1988, p.23). According to Ellwood,
transitional assistance would be a second chance for people, not
an opportunity to manipulate the system. '

The purpose of the bill introduced by Congressman Weber on Junse
25, 1892, 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 vears.® Key featurasg
of the reforms suggested in thisg bill include the feollowing: 1)
regquiring States to provide recipients with the educatioen,
training, and work experience they need to leave welfave; 2)
regquiring that each recipient of AFDC participate in the program
{with certain exemptions pernmitted}; 3) invelving each
participant in program activities for at least ten hours per
week; 4} impasing a series of penalties for those who decline to
participate in the program; 5} establishing a time limit, wherein
"a family that has been a recipient of aid under the plan shall
not be eligible for such aid if a member of the family . . . has
been eligible to participate in the program for pericds
aggregating 4 years"; and 6) mitigating a marriage penalty for
welfare recipients. The bill also suggests allowing States to
use the sum of money that would otherwise be used to provide AFDC
recipients with Food Stamp benefits for subsiﬁzzzng jobs undey
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-child visits and that the
children are enrolled in and attend school regularly. If the
parents do not meet the regquirements, their APDC benefits may be
reduced.



e En £ Egu v, Mickey Kaus proposes raplacing the AFDC
prngram Wand all athar cash~1lilke welfare programg that assigt the
able~bodied poor®™ with an offer of a public sector job for esvery
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, Additionally, the govermment would
provide subsidies for low-wage ‘jobs in both the public and
private spheres, "to ensure that every American whe works full~
time has encugh money to raise a normal-sized family with
dignity, out of poverty® {1992, p.1258}. To supplement the
earnings of workers whose work still leaves them below the
poverty line, he would increase the EITC, According to XKaus, the
public~gector 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 ¢f these
public sector jebs, incliuding single mothers, would not receive
any welfare payments. In order to enable the single mothers to
work, any needed ¢hild care would be provided to them for their
c¢hildren, and this should be funded by the government when
necessary, agcording to Kaus. If a single mother refuses to work
and her children are found "living in squalor and £ilth . . .
[then] [slhe is subiject to the laws that already provide for
removal of 2 child from an unfit home." Kaus suggests society
build orphanages for these children (1992, pp.126-7}).

These who are unsuccessful at or unwilling %o work would end up
relying on public 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.

Kaus supports tougher enforcement of child support payments, but
opposes child support assurance, where the government would
guarantee a minimum child support pavment. 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 whe are not subiect
to prevailing wage requirements. Kaus estimates that the cost of
his proposal would be between $43 and $5% billion mere than is
belng spent now (not counting the value of the work done by those
in guaranteed jobs).

Rausis rationale for this program is to transform the *welfare
state into the Work Ethic State, in which status, dignity, and
governmant benefits flow only to those who work, but in which the
government steps in to make sure work is available to all® {1992,
pP-127}. He is interested in transforming what he refers to as
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#ehe culture of poverty' by replacing welfare with work (1992,
p.128). According te Kaus, replacing cash welfare with work
'yould . . . end the disgrace visited on the underclass by
welfare itself.® Welfare, says Kaus, is not stigmatizing because
of the impersonal bureausracy which provides it, but kecause it
"gaes to able~bodied people who haven't necessarily worked and

- who aren't necessarily working® (1992, p.137).

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

First, they recommend demonstrations testing time~limited AFDC
{net including guaranteed jobs for those who do-not find other
work after the time-limited assistance is over)}. Although the
nunber of yvears of AFDC receipt that would be allowed was not
specified, the proposal identified exemptions for disabled .
1ndiv1&ua25 (as under current AFDC policy), women in the second
or third trimester of a pregnancy or in the first few months ;
aftar childbirth (a one-tine 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-exempt AFDC recipients
would be required to spend 25 percent of their time {10 hours per
week) preparing for work by participating in the JOBS program.

Their rationale for time-~limited AFDC henefits is rooted in their
concern about young nmothers whoe become dependent upon welfare,
the "entire culture [which] has grown up around life on AFDC,
Food Stamps, Medicald, and housing,® and the length of time
people remain on welfare (198%2, pp.32-3). They conclude that the
length of time people remain on welfare is a serious problem and
that some fanmilies, therefore, will regquire "strong incentives® .
to move off of welfare. Further, they belisve that those people
who remain on welfare for many years may be intimidated by the
prospect of working and may lack the needed skills to hold down a
jobk. They believe that people need both assistance and pressure
to move off of welfare,

As a second suggested demonstration, Shaw et al. recommend long-
taerm demonstration projects testing the use of government jobs to
replace welfare. According to their criteria for demonstration
projects, Staves would be able to reguire recipients to work for
the number of hours egual to their grant (either AFDC or AFDC

plus Food Stamps} divided by the minimum wage. Walfare

recipients would continue tc receive their regular check. They
would also regquire that at least one demonstration combine time- .
linited welfare with mandatory work. (This is in contrast to the



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 authar;ty,
‘3) modification of the EITC by converting the tax credit for
nealth insurance into a cash provigion; 4) increased AFDO asset
1limit; and 5) requirements for parents receiving welfare to
obtain immunizations and periodic health check-ups for their
children and to ensure sc¢hool attendance by their children.

Finally, the 8haw et al. proposal suggests additional
demanstyrations in the following areas:

Demonstrations testing child. support assurance, with the

following characteristics: the guarantee level should fall
petween $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 EITC; States must pay
between 25% and 50% of the assured benefit; and the assured
benefit must reduce the amcunt of AFDC a reciplient receives
dollar-for~dollar.

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

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

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

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

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

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

Demonstrations to assist fathers who pust pay child support
to prepare for and find work.
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Soci Contract Rethinkin ' :

ggb;ic &ssxgggggg the Taak eraa N Poverty and Welfare put
forth a time~limited welfare propesal in order to clearly focus
the AFDC program's orientation on work. The Task Force proposes
to restructure the AFDC program intoe two new programs: 1) a
*time~limited transitional program of temporary income support
and service delivery in preparation for work" (1986, p.74); and
2} a guaranteed work program for those who are unable to cbtaln
unsubsidized employment.

According to the Task Force, the main purpose of the transitional
program would be to help people who can work enter or re-enter
the unsubsidized labor market. ‘The welfare 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
regquired to participate, although new mothers would be exempt
from participation for “an appropriate period of time” after
childbirth and the parents of disabled children might also be
excepted. The nain features of the transitional program
reconmended by the Task Force include: 1) counselling, 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 vears is the
appropriate amount of time for the time limit, but
experinentation is suggested to addrsss the issue.

For those unable to find unsubsidized work after their 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 suggest, though, that the guaranteed
jobs be limited to the percentage of people in the current
caseload whoe are on welfare for more than three years. Some of
the features of the guaranteed work program are: 1) the
regipient 1s only paid for the hours he or she works; 2) the
recipient receives a paygchegk, not a welfare check; 3} reciplents
receive assigmments 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 hours the
participant works at the guaranteed job; and 5) "[tlhe jobs are

productive -iobs in the sense that they are useful from socicty's
peint of view" (1586, p.81). _

In addition to their time-limited welfare proposal, ihe Task
Force recommends the elinmination of the gap in health care
coverage between that provided by Medicaid and that provided by
enployer-based coverage and an increase in access to affordable
child care. Additionally, the Task Foroe suggests: 1) expanding



the Earned Income Tax Credit and varying it by family size; 2}
indexing the mininum wage so that it keeps pace with productivity
and wage increases; and 3) strengthening child support
enforcement and creating a minimum assured child support benefit,

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

In "An Antipoverty Strategy for the 1%9%0s," Isabel Sawhill of the
Urban Institute proposes an antipoverty strateqy with the
following elements: 1) reduction of dependency; 2} provision of
a temporary safety net; 3) provision of a permanent safety net
for low-income elderly persons and the disabled; and 4)
simplification of the current system, reorientation of its
obiectives, 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 sxisting transfer
programs.

sawhill recommends scrapping all of the current welfare prograns
{except Medicaid) and “using the savings to design a fairer and
more efficient system®™ (1930, p.7). The new system would entall:
1} a bigger EITC; 2] a temporary income maintenance program for
those who are unempleoyed, sick, recently divorced or widowed or
otherwvise reguiring 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 "a residual program of sheltered workshops,
public service jobs, or more permanent income assistance®™ (1840,
B-5}.

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

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

Sawhill believes that the system she recommends would emphasize
work and parental responsibility.
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(nggog &ang), the Ford Fcundatlon ?rojeat on ﬁaamal welfaxa and
the American Future recommends putting a limit on the length of
time able-bedied 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 AFDC grants are equal to at least two-thixds of the Federal
poverty level.

The rationale f£or these changes in tandem is Lo 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. 7The Ford Foundation Project believes
that the "welfare system should be overhauled to emphasize work
instead of long-term dependency® (1983, p.63). The Ford
Foundation Project proposes investing more resources in the front
end o increase people's smplovability and ensure that tChey have
adeguate resources while receiving welfare, but make it clear
that welfare is only transiticnal. The choice after welfare had
gnded for an individual would be between a public-sector job and
making it on their cwn.

Additional policy recommendations found in The Common Good
include: 1} restoring the purchasing power of the minimum wage
te its 1981 level; 2) expanding the EITC by varying itz benefits
with the size of the recipient’s family; 3) universal healtih
coverage; and 4) overhauling the Unemployment Insurance prodgram
to put more emphasis on training workers in new gkills and
heiping them relocate, if necessary.

Irwin Garf;nkel and Sara McLanahan suggest refcrm& fcr incraaaznq
the self-reliance and economic security of mother-only families.
They also feel theiyr suggestions will reduce the prevalence of
nother~only families and reduce the dependence on government of
mother-only families.

Garfinkel and MclLanahan first recommand a new child support
assurance system, which would invelve a legislated benefit
standard, universal withholding of child support obligations, and
a socially assured benefit. They alsc propose child and adult
allowances for all children and adults, where the c¢hild allowance
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would be a monthly government payment to all children under age
18, while the adult allowance would result from converting the
personal adult tax exemption into a 5300 or $400 adult allowance.

Garfinkel and Mclananan would limit the amount ©f time that the
heads of AFDC families could receive cash benefits without
‘working or progressing in an education or training program. The
time limit they think might be reasonable is 2 to 32 months. They
would alsc create a work relief program to make jobs available to
thoze who need them. These jobs would pay minipum wage to make
private sector or civil service puklic jobs more attractive. A
final step would be to provide support services, particularly
education and training (participation in which the authors feel
should be an alternative to actual work in a work relief
program) . They suggest participation in work relief be for
mothers without pre-school age children.

Two additional recommendations by Garfinkel and MclLanahan are
extensions of their plans listed above. The first would be to
make child and adult allowances high enough to completely
subgtitute for the Feod Stanmp program. The second is to extand
eligiblility for the work relief jobs to both custodial and non~
custodial parents, as well as step-parents.

Stuart Butler and Anna Kondratas suggest a time limit on welfare
raeceipt of 4 years. During the 4 vears during which the person
receives welfare, Butler and Kondratas recommend that education
and job training be available and mandatory for teenage mothers
{at least). AL the end of the four years, if the woman cannot
suppoert herself, she should only receive job placement services
and in-kind benefits. Otherwise, they state, she should be
relegated to depending on State~funded programs or the private
assistance network. Their rationale for the time limit on
welfare receipt, is two-fold: 1) it would make clear that AFDC
is a temporary program; and 2) "if government cannot do the job
of helping an individual achieve self-sufficiency in four years,
it probably can never do that job at all, and it is time for
society to try other approaches™ (1987, p.l158}.

Butler and Kondratas also suggest several other policy changes in
addition to the time~limited AFDC proposal. These include: 1}
providing poor people with vouchers to obtain services; 2)
targeting Federal aid to poorer States; 3) encouraging
entrepreneurship in poor communities by looser interpretation of
government regulations, fostering capital formation from within
the community itself, tax relief for small enterprises, .
enterprise allowances, and enterprise zones; 4) making tenant
management the standard form of public housing management {where
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desired by the residents); 5} enabling public housing residents
te buy their units; 6) reforming the tax code to assist low-
income families; 7} stronger child support enforcement; and 8)
“conbining the AFDC and Food Stanp programs.



Tisme Limi Exemupiions Activities and/or Comutntuity Other Antl-Poverty | What Happens o Other AFDC
Services Service Jobs Froposals Children it Proposaly
Offered/Requolred Parentx Decline to
Prior to Limit Work?
Bl Clinton 2 yensx Not nddressed in Educatlony, Commuanity Expuoded EIVCE Not mddressed Ralse the AFD
detail traintng, fob servlie Jobs foy loisrensed assed adk
(K99 plecement those: who cannat airda v
nssisfance and find other work universal wecess f
thild care et the 1hoe. bealils care;
LivniSed mnsisinnce Woughar child
kunk expired support
enforcement
passage of Che
Fasnily s
Medicnd Leave Ack
creation of nrban
enferprise popes;
- provision of bans
s Jowdnvetoe
proplie
Murshall xod 2 yeurs Mot discossed Private entitities Comnrpundiy Frpanded EI¥C: Not sddronved Fimbustion of
Kanuarck specificntty; "sble. | wonld "bid for the ] service jobs wi refondabie child iskocentives for
boutied” would be chxswce o place minimur: wege for ] oure fax orediy AFDY recipients
(19923 subject {o the time | welfare recipionts those wha exnnmt pedversad socesy 0 ToRMEYY;
tontt in private jobs” find privaiedectar | besdth oz provisiun of
and keep some of work stropger child Encensives for
the money saved support enforce. AFDC reciphents
by the Sinte ment sod child - s save soney
support winured wept Bl aasets;
Hrnefil vanchers Ioereased Federsd
{o purchase weappwirt Far
services mlernerberprice

Lxperiroents




T Lianh Fxempthons Acliviiles sndler Copamunlty Qther Anll-Poverty | What Happaoss in Othwer AFIC
: Services Sexvice Jobs Propnsais Children if Proposain
Ottered/Reguired Pareafs Decline ie
Prbor iy Limit Work?
David Eliwnod Not spectfically Disakdek: Chnce Exogdaymenk {ommunlty Untiversa]l medical Cases of prophe
Meniilied: 12, 34, pecding specind, trmlolug, wod service Jobs would coverage; child who decline to
{1948) ot 34 moothy for kotenskre services sducaifeny services; | pay ihe minimnm .| support assurance; | wark will be
Lparenst Dnsalibess to be trewled on o support services wape kigher minimaom reviewed on & Chse-
between 18 snd 36 cusedrynse ks wage; expanded by-case Basis
manihs for single tonger Mroe Doalt EITC; refondable
parends, dependiog | eblewed for day care credlt
an age of youngest | mothers with
chiMd young <hlidren;
Hmlted sddidonnd
wasistance for
those baving |
aoother baby
“ Weber Bl 4 yeurs Exernptions From Fdocnthon, Mo provision Uking Food Siamp | Not addressed
the edvcation wod teaining, syl work money tu provide
(9 tralaing prograc. expetience subsidized jobs
wee aliowed lor progeam for
those whwr wre: wellare reciplents
Encapaciintod; bo
the finmd Lrimesier
of pregnancy; e
rensthser of x child
barsy o pofersed
withito ihe pre.
ceding two
oy ihess L
melher of & ¢hild
wider three
providing care to &
dissdied dependent
Mlckey Kaus Repisce welfase Those who are not Covnseiting, Community Expanded I Expanded
wilh the offer of » casidered abie- therapy, and job sarvice Jobs to be fougher child grphayages ¢
{1992) publicaerior foi bodied - sealnfog shanld be | offered to af} support
effered; dmy tarn Americnts over enforoenoent
shoald be provided | spe 18 would pay
A5 DOLEASRTY sHghtly below the
minkorun: wage




olher transfer

programs; Lusiltute
& temporary
income
mainienance
program for Lhose
oeeding shori-term
assisiance

those whe do nol
find private-secior
work

provision of health
insorance; child
support reform

Time Limiy Exemplions Aclrities and/or Commmunity Other Anfi-Poverty | What Happens 1o
Services Offered/ Service Jobs Proposals Children if
Requlred Prior to Parents Declloe to
Limit Work?
Shaw, Johnson Duaratlen oot Disabled; women Mandatory JOBS Demonstrations | Increased JOBS Not sddressed Increated AFIMC
and Graondy speciiied 4-9 months participatlon for tesiing government | funding and asset Lmit
pregannt; first few 10 hours per week Jobs 10 replace Federal matching
{1992} menths after for 100% of pon- wellare rate; broadened
childbirth (» ooe- exempl caseload walver authority
time exemption); acrass 70 welfare
women with programs;
children under 1; modifled EITC,
those providing converilng tax
full-Ume care o & eredll for health
disabled dependent Inserance into
cash: increased
funding for
demotstrations
Task Force on Roughly 3 years New mothers Eduocatlon, A guaraniced work Uziversal medical Not addressed
I Poverty and would be exempi iraining and program of limited | coverage; Increased
Welfare, Report lo for a period of placement size wouald provide sccess to
Gor. Cuome time; parents of activitles; and pequire work sffordahle child
dixahled children supporied work; al minlmom wage care; expanded
(1936} suppor! services tn exchange for EITC; Increased
benelita minlmum wape;
sironger child
sopport
enforcement and
an zssered chlld
support beneflt
Isabel Sawhill Eliminate or phase | The dizabled Education and Communlty Expanded EITC; Not addressed AFDC program
out AFDC, Food training service Jobs woald child care dlreclly would be
(1990) Stamps, abd moslt be one service for suhsidies; eliminafed




(1987)

services; reform
tax code to assisl
low-income
familles; chlld
support

enforcement

Tlme Limlt Exemptions Activities and/or Community Other Anil-Poverty | What Happens to
Services Offered/ Service Jobs Proposals Children if
Requlred Prior lo FParenis Decline o
Limli Work?
Ford Foundalion Durailon eot Those nol Edacalion and Communlty Increased Not addressed National
spechiled considered able- trulning service jobs for minimum wage; minimuam AFDC
{1989) bodled and healthy tbose whoe cannot expanded EITC; beneiit
find other work anfversal health
coverage; Ul
reform
I Garfinkel and Afler 210 3 Molhers with pre- Education and Community Child support Not sddressed
MclLanshan meonths on welfare, | school chlldren; tralning (which service Jobs paylng | assurance; child directly
sdulls mosl go to the dbsabled can sabititotle for minlinum wige and adalt
(1936) work or begin work) allowances
progress In an
educailon and/or
training program
in order to recelve
beneflis
Butler and 4 years Not sddressed Edaucation and No provisien Provide poor Not addressed Comblne the ;
Kondratas training people with direcily AFDC and Food
vouchers Lo obtaln Stamp programs




WHAT HAPPENS DURING THE FIRST TWO YEARS?

in putting People Firgt, President-elect Clinton said: “We will
empower people on welfare with the education, training, and child
cars 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 JORS {Chisman and
Woodsworth, 1992; and Hagen and Luries, 1992) suggest that nany
States are doing little wmore than implementing the letter of the
law, rather than reforning welfare as intended. Second, further
changes may be neesded to ensure that adeguate services &n&
funding levels are available to help prepare all APDC recipients
for the time when they exhaust their time~limited benefits.

SJOBS ACTIVITIES

Current Law: A JOBS program must contain four mandatory
conponents: 1) education below the postsecondary level
{including high school education or equivalent, basic and
remedial education, and education in English proficiency); 23
skills training (including vocational training); 3) job readiness
activities; and 4) job development and placement. In addition,
it must offer two cut of four optional components: 1) group and
individual job search; 2) on~the~job training {OJT); 3} work
supplementation; and 4) community work experience {CWEP) or
another work experience program approved by HHS., The program mpay
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}. 'The JUBS regulations state .
{Federal Register, October 13, 1989%, p.42183): "In no event will
& State program of public service employment be approved under
JOBS. Public service employment is fully-subsidized euployment
in a public agency."

Iasues: Should allowable activities under JOBS be expanded to
Cinclude PSE?

JOBS BUPPORT SERVICES

Currant Law: Access to transportation and other supportive
services for education and Training may depend on whether the
individual lives in an area with a JOBS program. In JOBS areas,
the State hag 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 ones~time
work-related expenses which it determines are necessary for an
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applicant or recipient to accept or retain employment. In
addition, a State may choose to: 1) provide case management ang
supportive services for up to 90 days fromw the date an individual
loses eligibility for AFDC; or 2} permit an individual to
complete a JOBS component if funds for the activity are obligated
or expended before the individual loses eligibility for AFDC.

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

To be covered as a JOBS supportive 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-
reimbursable basis. The JOBS regulations direct States to
establish monetary limits to be applied for each type of
supportive service or activity.

Issues: While all JOBS component activities are aimed at
promoting self-sufficiency, JOBS participants may need other
services, such as substance abuse counseling, family counseling,
and other services to prepare for participation in JOBS. While
these services are available as support services, they are only

]availahle to those who participate in a JOBS activity. Thus,

consideration could be given to making AFDC recipients eligible
 for JOBS support services without actually being JOBS
:participants. {Utah is testing this as part of its Single Parent
_Employment Demonsiration.)

Many support services are avalilable at State option and some
criteria may be necessary for ensuring that all States offer the
services necessary to address the needs of AFDC recipients (if
penefits are time-limited), perhaps similar t¢ the mandatory and
optional components for JOBS activities, Even then, the issue of
access must be addressed,

In some cases, the astual cost of a supportive service for an
individual may exceed the State-~set maximum. If this is the
case, does the individual have "good cause" for not participating
in JOBS or the work program {(and continue to receive full :
benefits regardless of the time limit}? Should the maximum be
l1ifted?



STATEWIDENESS

current Law: All State JOBS programs were reguired to be
Statewide by October 1, 1%92. The JOBS regulations define this
as:  having the full program operate throughoul the State;
receiving approval for operating the program on a less than
Statewide bagis; or meeting a standard reguiring a “complete®
program in parts of the 8tate and a “minimal” program in other
parts of the State., A "minizal®” progras may involve little more
than high school and job search requirements., A "complste®
program is one that is available in all Metropoclitan Statistical
Areas of the State, and in a number of political subdivisions in
which 78 percent of the State’s adult recipients reside; it must
include all mandatory components and at least two optional
components. A "minimal program® is one that is available in a
number of political subdivisions in which 35 percent of the
State’s adult recipients reside; it must include high school or
egquivalent education, one optional component, and information and
referral to non~JOBS enployment services.

The fact that a program exists in the community just means that
certain components exist in the area. It does not mean that any
particulay individual will get served, or get the activity she
might want or need. The regulations do not address how much of
gach component must exist, or the extent to which a component
mugt 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 optiocnal components in each subdivision., If a State decides
that it is not feasible to deliver the program Statewide, the
State has two choices: submit appropriate justification to HHS
as part of the State JOBS Plan and get HHS approval; or meet the
*complete/minimal® program test described in the JOBS
regulations.

_Issues: If an AFDC time limit is enacted, should States be;

f
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reguired to offer the complete program in all areas where the
time limit is in effect? Proponents of this referm could argue
that without such a change an individual could be unfairly
subject to a reduction in benefits after the time limit is
reached, without having had an opportunity to participate in an
appropriate activity (and the range of activities that may be
available to others in other parts of the State). Such a reform
may also mean that the State would have to fully fund all
component activities and support services, even though this is
not currently a requirement for having & “complete® progran.
opponents of this reform could argue that allowing exemptions for
those in "remote® areas or where a “complete™ program is not

available would undermine the message in the refornm {(and may even

induce people to move to such areas).
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If States are required to extend amore component activities
throughout the State, should this requirement be ained at
offering a "complete® program, which can include only two
optional components, or should all optional components be offered
as well? Should other components, such as postsecondary

education or other education, training, 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 bhe readily
available in some areas f(e.g., postsecondary education}, while
others may be costly to create {(e.g., a work experience component
for a small number of recipients), while others may not he
practical {e.g., work supplementation in States with low AFDC
grants, &ince the amount that can be diverted is relatively
smally. In addition, if AFDC recipients are given greater
jatitude in participating in JOBS support services, similar
issues may arise, e.g., it may be dAifficult to provide substance
abuse counseling in sparsely populated areas, yet without such
counseling, some individuals may not bhe able to adeguately
prepare for employment.

VOLUNTEERS

Current Law: It is up to sach 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 employability plan
with input from the individual, and assign the indivigdual to a
component}. In determining priority of participation among
target groups, States must give "first consideration® to those
who volunteer.

A non-exempt person who voluntesrs and enters the program is
subject to sanctions for failure to participate without good
cause, even if the individeal volunteered. If an sxempt 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 suffer a
fiscal penalty for failing to spend 5% percent of JOBS rescurces
on target group memhers,

Issues: If a time limit on assigtance is enacted, consideration
could be given to ensuring that all recipients have greater -
eholce in selecting the activities they participate in. This may
require modifying the JOBS regulations to allow individuals to
valunteer for specific components, rather than for JOBS in



general and then allowing the State to choose the component,

This latter policy may currently discourage individuals from
valunteering 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-exenpt 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 doves not address the
issue of priority for volunteers in State JOBS programs. The FSA
provides that in determining priority of participation amonyg
members of the Federal target groups, States must give Yfirst
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 reguire that volunteers be
served before others, regardless of the individual circumstances.
Rather, a State must give priority to a volunteer over a non~
voluntesr when all relevant factors are equal. The JORS
regulations {(Fgderal Reqgizter, October 13, 1983, p._ ) say that
"{dlecisions to serve volunteers should be made an "the basis of
such facters as availability of gervices, resource canstraints,
effact on the targeting and participation reguirements, and
program goals."” However, if a time limit on assistance is
enacted, consideration could be given to requiring States to
serve all volunteers, regardless of target greoup status, since
without access to JOBS, they may be unable to prepare adeguately
for employment after the time limit has expired. {This would
require eliminating the current target group expenditure
requirenents or modifying them by allowing State waivers in cases
where JORE expanditures fall bhelow the target hecause the State
served all volunteers.)

JOBS PARTICIPATION

Currsnt 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 individuval’s needs, proficiencies and deficiencies, family
circumstances, and other relevant factors., Based on the
assessment, the State and individual must enter into an
employability plan, setting forth the services the State wil)
provide and the agtivities the individual must do. States nmay
also use participant-agency agreements or contracts that set
forth mutual rights and responsibilities. .

The JOBS regulations {Federal Register, p._ _} list participant
preference "to the maximum extent possible® as one of five
factors that the employability plan "shall take into account.®



Isgues: If a time-limited progranm is implemented, JOBS
participants would have to be notified not just of the
availability of JOBS services immediately, but also of the
requirement to work after the time limit expires. In addition,
participant preferences might be given greater weight, if not the
sole consideration, in the determination of a JOBS assignment.

VOLUNTARY VS. MANDATORY PROGRAM

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

States must meet each rate or risk reduced Federal financial
participation {to 50 percent}. For the basic rate, ponthly
participation rates rise from 7 percent in FY 1950 to 20 percent
in FY 19%5% {after which thaey end). A participant is an
individual: 1) who met the participation standards of 75 percent
of the scheduled hours of participation for the month; and 23
whose hours of participation, when combined and averaged with the
hours of other participants, agquals 20 or more hours par week for
the month. For the UP program, participation rates rise from. 40
percent in FY 1994 to 75 percent in FY 1857.  To satisfy the UP/
reguirement, one parent sust participate at least 16 hours a week
in a work program. In the case of CWEP, the number of hours
‘egual to the monthly grant divided by the greater of the Federal
or applicable State ninimun wage would count. In addition, a
parent under 23 who has not conpleted high school or equivalent
may be reguired to participate in an educational activity
directed at attaining a high school diploma or egquivalent.

Issues: Proponents of a voluntary program argue that the tine-
linited assistance would be motivation encugh to get 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 suppert a mandatory program argue that a
mandatory program would ensure that a significant nunber of APDC
recipients are actively involved in working towards self-
sufficiency and that States are providing empiloyment-related
services to at least a mininum number of recipients. Such
standards enforce the idea of mutual obligations, in which
welfare reciplients are expected to take steps toward self-
sufficiency by taking jobs or participating in educational or
work-oriented activities, and the government is expected to
support their efforts by providing the incentives and services
necessary to ensure that States and reciplients uphold their
obligations. Moreover, the current participation standards could’
be viewed ag a transitional phase for what may be more stringent
work requirements for those who exhaust their time-~limited
benefits.

There is evidencse from rigorous evaluations that participation in
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. unlikely to voluntesr. This may be especially important for
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some JOBS components c¢an have positive impacts on a wide range of
participants, including many who typically would not have
valuntaared for a program. - A nandatory program can reach thoaa !
‘who have the potential to benefit from participation, but are ,
potentially long~term welfare recipients. Ellwood (1988, p.49%)
alse notes: “The problems with waiting to serve persen is that
the time that persons spend on welfare in the mweantime, 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 during the period before
they are served are lost, so that possible welfare savings ars
reduced.®

TIf participation is mandatory, efforts should be made to target

nwould~be? long~term recipients with effective interventions. In
other words, it is important to: 1) identify the characteristics
of likely long~term recipients; and 2] determine what impacts
variocus interventions have on these groups and select the most
appropriate one. This latter step can be done by reviewing
research findings on how programs Qifferantially affect subgroups
of welfare recipients. Wwhile research to date is relatively
limited, findings from the JOBS evaluation and otheyr evaluations
should provide important new information on targeting strategies.

Even with the existing participation reguirements, most non=
exemnpt AFDC recipients are not reguired to participate in JOBS,
Consideration could be given €o requiring all non-exempt
recipients toe participate in JOBS so that they are prepared for
employment should they use up their time~limited assistance.

However, others may favor removing all current reguirements,
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, X
raqazrxng all or large numbers of AFDC recipients to participate
may not be practical, at least initially, since the JOBS program
may not have the capacity to provide services (including support
seyvices) 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 af
AFDC recipients receiving benefits and eligible for the full
xange of JOBS services declines, due to the time limit. {In the
long~run, the system will only have to deal with applicants for a
limited number of vears; thusg, the policy could be revisited at
that time as well.} In other words, a strict mandatery progran
wauzd force the JOBS program to be expanded many times over -
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“initially, only to drop back to a fraction of that size once the

hew proposal is fully implemented (since the size at that time
will only be based on the rate of applicants who have not been on
welfare two or more yvears). 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 entitlament amount from the
Federal government sach year, which is based on its pro rata
share of the total Federal allocation.

The total cappsd amount is $1 billion in FY 1893, rising to $1.1
billion in FY 1994, to $1.3 million in FY 1995, and dropping back
to $1 billion in FY 2996 and later years. Federal funds for JOBS
are available at three matching rates:

o 90 percent for expenditures up to the State’s FY 1987 WIN
allocation;

o the Medicaid rate or &0 percent, whichever is higher, for
program cogts; and

o 50 percent for administrative costs and for the costs of
transportation and other work-related and supportive
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 18SUES

In addition ¢o changing JOBS for those on AFDC, greater
consgideration may need to be given t¢ ways of keeping peopls,
especially young people, from ever going on AFDC in the first
place, For example, Sawhill (1590, 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 childbearing until they are prepared to take on
the responsibilities of parenthood.” BShe bhas suggested financial
rewards for the those whe delay childbearing in low-income
neighborhoods. Others have advocated greater use of family
planning services, mentoring, and other interventions. They
argue that these kinds of services could help obviate some of the
hardships that may be associated with time-limited assistance.



HOW WOULD THE TIME LIMIT BE MEASURED?

CURRENT LAW

Although there are a number of circumstances under which
recipients can lose their eligibility for AFDC {such as increased
income, departure from the assistance unit, etc.), the two that
come closest to time-iimited AFDC are the age of youngest child
restrictions and the time limits in some States on welfare
receipt through the Ald to Families with Dependent Children
Unemployved Parent {AFDC-UP} program.

AFDC provides assistance 0 needy children who are undsy 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 secendary school or in the
equivalent level of vocational or technical training and are
expacted te Finish the program hefore reaching age 19." 'This
definition indicates that a family will become ineligible for
AFDC when the voungest child turng 18 {(or 19, under the optional
..coverage} . By definition, therefore, AFDC runs out when you no
longer have a dependent child.

As of October 1, 1990, all States running an APDC program were
required to operate an AFDC-UP program also. States that had an
AFDC-UP program as of September 26, 1988, had to continue to
operate the program without time limits on eligibility. Those
States that implemented an AFDC-UP program after September 26,
1988, were allowed to impose a time limit if a family had
received AFDC 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.

OPTIOHS FOR THE TIME LIKIT

Proposal: AFDC receipt is a one-shot deal. . Once 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 again.

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

Proponents of this option argue that it could increase the
incentive to work because ¢of the knowledge that welfare receipt
would only be an option for a limited period on a one~time basis.
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In addition, it could motivate recipients to more thoroughly take
advantage of the various education and training opportunities
that are available while receiving welfare. There is also the
possibility that it might discourage some unwed women from
becoming single mothers, an important issus gince, in 1991, 47
percent of single-parent families were in poverty, while 8

. percent of two~parent families were in poverty, accerding to
Nicholas 2111 {1892, p.13). (It is unclear just how large the
effect of AFDC on the prevalence of single motherhood is, and it
i¢ even more difficult to know how this option would affect the
guestion.}

Critics of t¢this optien c¢ould argue that it ¢ould be harmful to
those who fall onto a second periocd of hard financial times (or
to those who are unable to extricate themselves from the first).
I£f the individual does not qualify for unemployment compensation,
the family's income might be severely limited during periods of
unemplioyment.. This, 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
%w, imposed, it may have the adverse effect of discouraging some of
(e the people who would leave their first spell on welfare in less
: than two years {whether they are likely to return or not) from
leaving before the two years are up.

wéjﬂ

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

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

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

Further, Ellwcod'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 subseqguent 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 during 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)}. Thess
numbers show thal a sizable 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 possible that some portion



of these individuals may actually prolong their time receiving
welfare, knowing that it is their only opportunity to collect
henefits. {This may not hecessarily be a bad outcome, if the
family head uses the pericd to increase her human capital that
leads to a better job and higher family income in the future.)

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

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

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

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 disadvantage to this
gystem is that it still seems to make welfare a ravolving door.
As Sawhill (1992, p.7) notes, “Allowing routine returns to
walfare could well defeat the goal of encouraging self-
sutficiency and make a time-limited program little different from
the present one.® In addition, some clients may not have the
incentive to learn skills that will lead to long-term
independence if they know that receiving AFDC again im a
possibility.
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OTHER 18SUES

Although President-elect Clinton has proposed a time limit of 2
years, the actual length may be a subject of negotiation in a
legislative package, Proponents of a relatively short tinme
lJimi¢, such ag 2 years, argue that it sends a clear message that
welfare is a transitional rather than long-term, source of
support. A long period, they believe, would allow many
recipients to aveid work for many years. However, supporters. of
a longer time period argue that the same nessage is sent that
welfare is trangitional, but using the longer time limig
recognizes that more than 2 years is needed by many people to
gain the gkills and education needed to suppoert themselves
independently.

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

Should there be extensions for people to finish an education or
trajining activity? g@iven the limited education and work
experience many recipients face, it may take more than two years
to secure the necessary skills. Sawhill {1%92, p.é} points out
that this is a difficult decision: "Deciding whether toc 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 iz because nost 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, she also observes {p.6): “Unless
carefully circumscribed, permitiing 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 only for a specified time in a limited number '
of cases, where in the judgment of a c¢ase worker, they would
improve significantly a recipient's prospect of self-
sufficiency."

_ Should someone who leaves welfare be able to "earn" additicnal

months of benefits for time spent off AFDC? For example, undey
Vermont.'s proposed demonstration project, a reciplent could earn
3 months of AFDC for every 12 months spent off assistance. This
kind of provision would ensure that welfars remains transitional,
while providing support in the event of financial emergencies,
However, this kind of provision would increase the administrative
burdens assocciated with the proposal, by adding a new computation



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

An issue to be addressed in choosing among the options involves
the administrative obstacles to keeping track of the periods
durlng whlch people are on and off of AFDC. Most States ’
this would have to be extended considerably, if any type of
lifetime limit is imposed on welfare receipt. 1In addition, to
ensure equitable treatment among individuals, it may be necessary
to modify State reporting requirements, perhaps by collectlng
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 TQO 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 part1c1pate without good
cause.

To be exempt from participation in JOBS, an individual must be:
ill, incapacitated or of advanced age; needed in the home because
of the illness or incapacity of another family member (the family
member need not be a member of the AFDC unit); the parent or
other relative of a child under age 3 who is personally providing
care for the child (or, if so provided in the State plan, any age
that is less than 3 but not less than 1); employed 30 or more
hours per week; a child under age 16 or attending, full-time, an
elementary, secondary or vocational school; a woman who is in at
least the second trimester of pregnancy; or residing in an area
where the program is not available. In addition, for AFDC-UP
families, a State may make the exemption inapplicable to both
parents and require both to participate if chlld 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 regquire 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 peréent'ofé
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.adult AFDC raéipi&nta can be reguired to participate in JOBS each
mwonth, © 7 7

DISCUSSION

A fundamental design issue of any time-limited AFDC proposgal is
whether these exemptions (or others) will be applied. As Ellwood
{1992, p.19) notes, "A program that requires work from 10% of the
caseload which has been on welfare for more than two years is
very different from one which requires work from 80%." He
estimates that of the current 5 million cases, at least 3 million
have been on welfare for more than 2 vears. Thus, if the
participation reguirement were 1¢ percent, just 300,000 jobs
would be reguired, whereas if it were 80 percent, 2.4 million
jobs would be reguired.

While there are a number of reasons for exempting some people,
either permanently or temporarily, these determinations are not
an easy task, Ellweod (1982, 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
vourng children? What about people already working part tine?
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 aboul people in families that have trouble
functioning and coping with day to day existence in their often
exceprionally complex and crisis laden worlds? Are they to have
additional pburdens placed on them?" He continues {p,21}: *It is
not hard to determine the impact of relatively objective
exemprions like the ags of yvoungest ¢hild., But no one has a
clear idaa of how many people are in a poor pousition to work
because of their physical, social, or mental status. Making
rules too flexible will lead to easy posgibilities for gaming the
system. Making them too strict could significantly incresase
homelessness and stress for people living right at the margin.
Indeed both cutcomes are likely in any serious system.® In Poox
Support, he argues that ' these cases should be svaluated on a
case~by-case basis and not allowed o shape the whole welfare
system.

OPTIONS

Proposal: Several proposals would regmire all akle~bodied
adults, including mothers with young children, to work once they
exhaugt their time-~limited welfare {see PPI, 1992; Ellwood, 1988;
Raus, 19%2; and Vermont' , 19%2). 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 ), at
State opticn}. Generally, those currently exempt for other
reasons {e.g., under age 16, elderly, incapacitated} would
continue to be exempt, since they are neot considered "adults® or
"able to work." However, the exemption for those with young
child affects the majority {  wpercent} 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, €.g., Vermont would provide 16 weeks, but
even mothers with children under age one could be reguired to
wOrk.)

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

Some proponents of this approach, such as Kaus (1982, 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
pirth, If would-be sxngi& mothers were faced with the prospect
of immediately supporting themselves, most w&ald choogse a
different and better course for their lives.® " He further argues
{p. 254): ™Even if the objective is helping those individuals
who have an illegitimate kid {rather than deterring them)
immediate work might be better. It would put mothers inte the
world of bosses and paychecks without letlting them grow
accustomed to dependency.™

However, others argue that there arve legitimate reasons for
continuing exemptions. First, exempting mothers may be important
for the well~being of children. Some concerns have been raised
regarding potential negative effects on c¢hildren from requiring a
pavent to participate in welfare-to-work program or work itself.
However, there is little evidence on this subiject. According to
Garfinka)l and MclLanahan {1986, p. 171}: *“There is very little
research to indicate that poor children of employed mothers are
.iess well off than poor children whose mothers stay at home. And
“there is some evidence that the effects of employment-w
particularly the benefits of added income--are positive for
children as well as mothers. But even the best studies are
rlagued with the problem that mothers who are employved may be
different in unmeasured ways {(such as their child-rearing
abilities and coping skills generally} from those who ara not
employed. As a consequence, it is possible that the children of
“Boor single women whoe are not in the labor 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 s¢ far accumulated is worth careful



consideration.® The JOBS evaluation will measure the impact on
preschool children from the mandatory participation of their
parents in JOBS. It is alsc important to bear in mind that under
this proposal, all mothers will not be regquired 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
gserious transition problems when work is reguired after the time
linit is reached.)

Research on programs serving mothers with young children suggest
that they can be effective. For example, in an evaluation of the
Arkansas WORK progran, Friedlander {1988, p/xx] reports: "The
inclusion of women with children ages three to five in Arkansas
pore than doubled the nunber of individuals who enrolled in the
program during the demonstration. Esployment 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 AFDQ caseload were therefore more
than twice what they would have been if only the impacts on
regulayr WIN mandatories were counted." Similarly, in the San
Jose site of the MFSP demonstration, the largest net impacts were-
for mothers with young children. According Gordon and Burghart
{1996, p.5%3): "The program iwmpact 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
from zero), and the impact for women whose youngest child was
older than age ¢ i{s only 3 percentage points (again, not
significantly different from zero)."

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

vIindividual states and the nation will have more than enough
challenge for the next few years to provide sufficient jobs at
the minimun wage for AFDC custodial parente with no preschool-age
children. At the same time, since the issue is so important, the
federal government should support some state and local
experiments with work relief for poor mothers with preschool-age
children of various ages. To the extent that these efforts prove
tos be beneficial for various subgroups, the states or the federal
government can extend the program accordingly.®

Second, requiring all AFDC recipients who have exhausted their
time-limited welfare to work in public sector jobs if unable to
find unsubsidized employment can initially be very expensive.
These costs arise not only due to the cost of providing a larger
number of community service jobs, but also because mothers with .
preschoel children are more likely 1o need child care services
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and because the cost of such Services may be more expensive,
e.g9., infant ecare, Past ressarch by MDRC suggests that chilg
care has often not been vtilized to the extent predicted.
However, these evaluations have typically been of mothers with
schoul~age children. While short-term costs may increase, the
offer of intensive JUOBS services for those on AFDC and a
guaranteed job for those who exceed the time limit is likely to
nave a much larger effect if appiied to virtually all AFDC
recipients, ratheyr than just currently non-exampt recipients.

A third, and related, concern relates to service capacity. As
Sawhill {1882, p.4) observes: "Many States are experiencing
substantial difficuliy coordinating services for their JOUBS
¢lients, and some providers have reached their capacity for new
participants, If Congress enacts a time-limited welfare systen
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 inadeguately 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 axempt, groups be subject to the
work reguirement or participation in some other activity? For
examsple, Utah’s demonstration waives the exemption for
incapacity, but rather than reguiring work, it requires
individuals to participate in rehabilitation or other services
necessary to prepare them for work. Would there be a family
leave period after the birth of a child and, if so, for how long?
Would "good cause® exemptions be allowed for those temporarily
unable to work?

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

1f 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
axemption, have exhausted their time limited welfare moves to an
area with a JOBS program? Does the time limit start at that
point?

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

Should the limitation for a maximum participation of 20 hours per
week for parents with children under & be reviged to require
longer participation, or should the 20~hour paximum 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 famxly
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.g., 1 year? Should it be restricted to those who
‘started an activity as soon as they went on welfare (or the ‘
proposal is implemented), 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 Non-Exempt AFDC Recipients

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

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 gives 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.g., by lowering the age
of the youngest child exemption to 1? 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 whe cannot work
for reasons beyond their contrel, e.g., an illness? Should
mothers who have a baby be allowed a period for family leave?
Vermont’s demonstration proposal would allow a 16-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 leave). If such exemptions are
granted to those who are reguired to work, should they also be
used to, in effect, "stop the clock" on the counting of the time
limit for those receiving AFDC benefits?



COMMUNITY SERVICE JOBS

Placing 2 time limit on the receipt of A¥DC and replacing
benefites with a cemmunity service -jobs progran is the fundamental
elament of the welfare reform strateqgy enunciated in putting

5 st wWhile the community service Gobs component can be
&tructuxad 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 growth by employing
those who would otherwise not be working. These gains would
arigse from reduced taxpaver costs for welfare, as well as the
provision of important public services. Further, participation
in & community service job could alsc increase the employability
of these participating in the program. The result could be
higher earnings and reduced childhood poverty, aspecially 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 sgciety holds the same expectations for them ag for
other citizens. An employved parent will provide a role model for
children and will be more likely to provide children with the
financial support they need. Public opinion surveys also show
ovarwhelming support for requirements that make work i condition
for receiving welfare benefits and even welfare recipients who
have participated in work experience programs generally view thenm
as fair and rewarding. Finally, the work performed by welfare
recipients (or former welfare reciplents}) can help States and
conmunities provide ipportant publxc services that would have
been left undone.

Opponents of replacing welfare with a guaranteed job argue that
creating these jobs would bes 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 diszcussion of this
issue,.} Morgover, they note that their is little evidence on the
aefficacy of programs that regquire work in terms of increased
enployrent and earnings for welfare recipients and their cost-
aeffectiveness for government. In fact, since many welfare
recipients face numerous barriers to employment, forcing them
into relatively low-payving employment, rather than providing then
the education and skills te enhance their long-term employment
progspects, could result in the redirection of public resources
away from cost-effective programs te programs that may not be,
i.e. work programs. The research on welfare-to-work programs,
and work programs in particular, is very limited.} Finally,
critics of a community service jobs program argue that it could
actually reduce economic efficiency and growth by increasing
government c¢osts and misallocating resources., In particular,
financing a communiity services jobs program may entail
substantial expenditures, which would have to be financed by
increased taxes or borrowing, which generate economic
inefficiencies and reduce the resources for private 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 thuse who otherwise would have been emploved,

Those who argue against the community service jobs program
generally favor the status gueo, though critics of this would be
quick to peint out that this would fail to substantially reform
welfars, Others who have proposed setting a time limit on
welfare have done so without creating a residual <obs program.
For examples, the Weber proposal provided a 4-year time limit on
AFDC, after which those who were not employved could continue to
receive Food Stamps and Medicaid, but not AFDC., While extending
the time limit from 2 to 4 years would reduce the number vwho
exhaust their lifetime entitlement to AFDC and give individuals
more time to prepare for unsubsidized employment, it would
increase the sconomic hardship on those willing to work, but
unable te find employment. As Sawhill (1892, p.11} observes,
“the potential for hardship without a residual jobs program may
still be seen as oo great, even with a four-year time limit.w

A major design issue is whether welfare recipients will work off
their welfare beneflits or whether they will loge welfare
altogether and instead be offered jobs which pay wages. The
fwork for welfare® option, or Yworkfare," is currently an
allowable activity under JOBS {work experience). The “work- J
instead-of-welfare? option would replace welfare with a
governmnent 4ob, where participants earn wages; this option is
probably best characterized as public service employment (PSE),
component of the earlier CETA and WIN prograws. While there are
a number of similarities between the approaches, there are alsc
significant differences.

There are alsoc a wide range of intermediate coptions. Some are
other JOBS components, such as work supplementation and on-the-
job-training (OJ7), whioch represent subsidies for smployment.. In
addition, there are 2 number of other options avallable for
Jencouraging private sector employment, such as targeted
employment subsidies. If a community service idbhs program is
created for those whe exhaust their time-limited AFDC benefits,
any one or mors of these proyrams could be used.

WORKFARE OPTIGHNS

Work Experience Programs

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




projects which serve a useful public purpose in fields such as
health, social gervice, environmental protection, education,
urhan and rural development and redevelopment, welfare,
recreation, public facilities, public safety, and day care. CWEP
participants must not £ill established, unfillied position
vacancies.

The maximum hours of reguired participation is calculated by
taking the monthly AFDC grant (less the portion reimbursed by
ehild support, except the $50 passthrough} and dividing by the
greater of the Federal or applicable State minimum wage. After a
person has been in a CWEP assignment for nine months, the maximum’
number of hours can be no greater than the monthly APDC grant
{less the portion reimbursed by child support, except the $50
passthrough) divided by the highest of the Federal minimum wage,
the applicable State minimum wage, or the rate of pay for
individuals employved in the same or similar occupations by the
,sane employer at the same site. The Staté may not ¢dmbine the
"participant’s Food Stamp allotment with the AFDC grant in
determining the maximum hours of CWEP obligation for purposes of
participating in JoBS. ' CWEP participants are not considered to
baarn' wages and are not entitled to earnings disregards,
Furthernore, Federal matching is not available for: capital
expenditures; the cost of making or acguiring 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 constructed programs that aveid some of the
restrictions placed on CWEP, e.g., the determination of the hours
worked computation, which ig gderived based on the size of the
grant divided by the minimum wage.

Discussion: Proponents of the workfare approach cite five
advantages. First, it limits the cost of the work reguirement,
bacause reciplients are not paid wages (but work off their grant);
therefore, the only cosis 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 o welfare,
recipients have strong incentives to find unsubsidized
gmployrent. Sawhill {1992, p.%) observes: "While the likelihood
that CWEP would be dead end jebs is high, that unattractive
feature may encourage raczplent efforts to utilize training and
job_placement effortg in order to aveid ending up in a CWEP. ‘It ¢
would alse make applving for welfare in the first place far less
attractive.® Of course, there is also the added incentive that
comes from increaging family incone through a job (especially if
other antipoverty strategies are enacted), rather than relying on
welfare.  Third, adjustments can be made to individual
circumstances., .For example, the work obligation for mothers with
young children could be limited te 20 hours per week (which is



current law, except for teen parents, who can be reguired 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 community service jobs or if
child care is unavailable, individuals can be excuged from the
abligation to work. Fourth, since work experience is an existing
JOBE coamponent and many States have experience with it, it could
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 enployers view the
workers as being at least as productive as similar, non-welfare
emplovees (see Appendix B} .

opponents of the workfare approach cite a number of ,
disadvantages. Fipst, in States where AFDC grants are relatively
low, the reguirement to work in a CWEP project could be minimal;
in some States it may be less than 10 hours a week, where the
hours worked ig constrained by the size of the grant divided by
the minimum wage (or prevailing wage, after nine months}. The
nunbey of hours can be reduced still further if the family has
other income (e.g., child suppert or earnings), which can mean
that the work reguirement is short even in high benefit States.
Moreover, fluctuations in such income can result in a fluctuating
work reguirement., These conditions can make it difficull to
develop meaningful 4jobs for both recipients and emplovers, as
well as create administrative problems associated with monitoring
dohs 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) ancunt
of work in all States. This, however, would create an inequity,
where those with low welfare grants would effectively be working
for a much lower Ywage rate.® (In some low banefit States, full-
time work in exchange for AFDC could result in an effective wage
rate of lesz than $1 per hour.} Alternatively, States could add
the value of Food Stamps to the AFDC grant to determine the work
‘obligation, thereby coreating a more meaningful work obligation
and one that is linked more closely to a recipient’s toetal public
assistance benefits.

Second, if the traditional CWEP program is reguired, there are
gquity problems. Ellwood (1992, pp.14-18) notes: %{g]tates with
low benefits are rewarded with a much smaller work program to
administer, and recipientsz in low benefit states are partially
advantaged since they get more from food stamps {(since food
stanps are reduced as welfare benefits rise) and less in AFDC
payments and thus must work off a smaller porticen of theiyr total
government benefits." He also adds that if Foed $Stamps arve
included, then new inequities are created a8 AFDC recipients are
required to work off their benefits, while noh-AFDC Food Stamp
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recipients are not. {Although non-AFDC Food S$tamp recipients may
be subject to participation in the Food Stamp Employment and
Training program, the participation reguivement in the program is
guite low, Just 18 percent of the non-exempt caseload.)

Third, critics of CWEP argue that the CWEP jobs creatsd would bs
make-work and would not provide opportunities for participants to
move into real jobs. For example, Ellwood (1592, p.15) claims
that CWEP "“is an obligation which carries no discernable long
tarm benefit to either the recipient or the government."

However, the research in this area is extremely limited, with
virtually no rigorously evaluated program testing the net impact
of CWEY program in isolation., Most MORC programs tested CREP as
part of a multi-component obligation, and not CWEP alone. {Some
lass rigorous evaluations suggest that there wmay be positive
inpacts on employment/earnings and welfare dependency {see Janzen
and Taylor, 1992; and Schiller, 1388 ). In addition, additional
research suqgests that it may also be a&at—eff&mtive (see MDRC
evaluation of West Virginia’s program).}

Fourth, Ellwood (1992, p.18) cautions, "Since CWEP jobs may not
really look or feel like real jobhs, there is a high likelihood
that the public will regard the program as something of a shan.
Recipients are still on welfare, though some are working
somewhat. Exesmptions are likely to be legion. Stories will
abound about people not really working, ‘leaning on shovels’ and
just putting in their time. This may be perceived as another
form of welfare fraud." Because the jobs are linked to the
receipt of welfare benefits and not wages, the experience is
unlikaely to be perceived by recipients as a real job. Interviews
with recipients in CWEP programs (see MDRC, p. ) indicate
that while the recipients bglisve the work obligation is fair,
they alsc feel that emplovers are getting a better deal since
they "work for free.® In addition, unlike real jobs, if welfare
recipients fail to perform they can appeal and still get paid
(unlike a job) during the appeals process. Ellwood (1992, p.14)
speculates that "there will be a significzant portion of the
caseload that learns €o game the system to avoid the obligation.®
In short, Bllwood (1992, p.16} concludes: *What is bkeing offered
is not an alternative to welfare, but an additiscnal rule for
raceiving it.v -

Issues: Should other prograwms, such as Food Stamps, Medicaidqd, f
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 paximum “workfare® obligations
by aggregating the value of AFDC, Food Stamp, housing agsistance,
and Hedicaid benefits, up to a maximum of 40 hours per week.} If
50, should non-AFDC recipients of these other programs also be
required to work, so as not to create inequities between AFDC and
non~AFDC regipients?




$haald the Federal government impose a minlmum hourly
“participation reguirement to make the work program m&anzngful”
Should it also have a maximum? Undexr current law, the maximum is
20 hours per week for non-exaenpt mothers with children under s
and 40 hours per week for other non-exempt individuals.

Should “payment after parformanae" be considered 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 Golgberyg v. Xellv issue). Thus, while
intended to simulate the real world, the current restrictions in
the UP payment after performance provision are weakened by
regulatory constraints. (The Bush Administration, as part of the
“Welfare Enployment and Flexibility Amendments . of 18%2, had
propoesed allowing States to distribute AFDC benefits after work
and training assignments had been vompleted.) Should the payment
for performance provisions be strengthened to more closely
parallel the Jjob experience?

CWEP participants are currently not congidered to "earn® wages,
as are participants in other JOBS components, e.g., work
supplementation and OJ7T. Should thisg provision be changed,
enabling participants to gqualify for the EITC. (While receiving
the EITC may increase family income, this would be offset
somewhat by increased FICA taxes., Moreover, if the payments are
considered wages, and the family has other income through the
year, its AFDC benefits would alsc be potentially subisct to
Federal income taxes, since they would no longer be considered a
welfare payment, but earned income.} .

PUBLIC SECTOR JOBS

Fublic

Current Lav* Public service emgioyment {PFSE} is defined in the
as ®“fully-subsidized employment in a public agency." There is
currently ne provision within AFDC/JORBE for public gervice
employment, because gubsidizing an employer at a rate of 100
percent was not viewed as an effective use of limited resources
and because of the concern that "routine costs of State and local
governments would be inappropriately shifted ta the Federal
government under such a program." (Federa ister, October 13,
1589, p.42183) In fagct, it was specifiaazly prahzbzt&d in the
Family Support Act. However, PSE was a major component of a
nupber of the earlier Depaxtment of Labor employment and training
programs, most notably CETA, as well as the Work Incentive (WIN)
program, the primary welfare-to-work program prior to JOBS.

piscussjon: Proponents of providing public service emplovment



argue that the principal advantage of this approach is that
individuals would have real jobs and are not just working off
thelr welfare grants. The jobs would have a set work schedule
angd 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 AFDC (and possibly even more than AFDC
plus other assistance program benefits, such as Food Stanps).
These jobs would be even more attractive if other antipoverty
stratagies are enacted, s.9., an expanded EITC and universal
access te health care. Second, the jobs would not be governed by
all the rules associated with a CWEP reguirement, where the
hourly work reguirement can vary depending on the size of the
grant and whether the amount should be divided by the minimum or
prevailing wage. Ellwood also argues that issues agsociated with
cther programs are strailghtforward: YEarnings from the last
resort jobs are treated the same as earnings from any job when
caleulating eligibility and henafits for other programs.”

However, opponents of a public jobs program make a number of
counterarguments., First, it can be very costly. For example,
replacing AFDC with a public jobs program that pays minimum wage
for full-time work would be much more ¢ostly than simply paying
the APDC grant in most States. Second, creating jobs for aill
those whe have exhausted their time-~limited welfare may regquire
the creaticn of as many as three million public jobs. This would
be a difficult undertaking, sspecially if the dobs are to enhance
the work experience and skills of participants, while also
providing & useful public service. Sawhill (1992, p.8) points
out that relying solely on such jobs "can produce boongdoggles or
make~work projects where the value of the work performed is
marginal.® She alsoc adds that #it relegates the disadvantaged to
spacial job ghettos, where they have little chance to move into
the vast number of unsubsidized positions in the private sector
that help then escape from poverty." Critices also note that
these jobs ¢ould create other problems, if they displace current
workers from existing positions (or even result in the
unemploysent of individuals who otherwise would have had these
jobs). In addition, peotential displacement of public sector jobs
may generate opposzition by labor unicns and government workers,
Finally, State and local governments may be reluctant to provide
a large number of jobs because of the inherent difficulties in
running a progran for welfare recipients. 1In particular, the
potential for high turnover means thai many of those placed in
positions 4o not become very proficient in thelyr jobs and
sponsoring governments might not ke willing te invest much
tryaining in them.

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



also point out that to some extent, these costs would ke 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 commpunity service ‘jobs ¢regated could help
restore some of these.

Igsues: Should PBE 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 eligiblility and eligibility for
thoge who would ¢therwise return to welfare nust be resolved.

For example, will income or assets tests be applied? If not,
some community service jobs may provide employment for those who
would otherwise not reguire cash assistance {(thereby increasing
the cost of the program} and/or reduce the number of community
service jobs available te those who would otherwise be on welfare
{if there is a fixed budget for the program). However,
sontinuing to apply the AFDC rules to those who are in community
service jobs oould be administratively cumbersome and costly.
{Kaus {1992) suggests making the Jjobs available to anyone who
wants one. This would reduce the stigma associated with being
linked to a welfare program; however, the cost of expanding the
program toe single individuals and childless 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 te 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 assgistance intake
office, the job ssarch services would have been income and asset
tested for such adulis.)

Hould families be allowed to coniinue to receive welfare if
otherwise sligible, or would all assistance end? If welfare
eligibility is continued, would the family be eligible Ffor tha
current earnings disregards? If the earnings disregards are
available, should they be for both unsubsidized employment and
community services jobs, or only {(or more dgenerocus to) the former
(to increase incentives for unsubsidized employment)?

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

OTHEE CPFTIONS

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
ﬁug§§dies initially —-- gerhapﬁ 100 percent in the first year of
employment and 50 percent in the second -- conditioned on their
willingness to provide training or extra supervision for forner
welfare recipients. Large emplovers could be encouraged to make
a commitment to hire and train disadwvantaged people asz part of
their social responsibility o 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 lazbor) and that a reasonable proportion of subsidized hires
{perhaps %0 percent} was making the transition te unsubsidized
employment in the same £irm at the end of two years.®

One reason for considering these options is that over 80 percent
of the }cba in the economy are in the private sector.  Moreover,
pladement iR the privata sector may provide participants with the
training and work experience necessary for long—term unsubsidized
employment. Finally, the cost per placement is typically much
lower than with public sector jobs, since only & portion of
earnings are subsidized and/or only for a limited period of time.

However, Sawhill also notes that there are likely to be problenms
with this appreach, such as low fake-up rates by emplovers and
the fact that some employees may nevey transition to unsubsidized
employment., Therefore, these options are more likely to be
viewed as complements t¢ a community service jobs program, rather
than as a substitute. Several options currently available are
discussed below.

W Su mentati

Current Law: Work supplementation is one of four %Yoptional
conponents® 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 JOBS {(i.e., IV-F} funds to
supplement the wage pool. Stateg have substantial flexibility in
determining eligibility and whether participants have smployee
status during the first 13 weeks of placement {Yemployee status"
confers the benefits available to regular employvees of that
enployer). If the wages from a subsidized job make a family
ineligible for AFDC, they remain eligible for Medicaid throughount
the period of the placement {which iz different from QJIT, where
participants who lose AFDC eligikility are not automatically
gligikle for Medicald) and can also receive child care.

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

The entire grani may diverted to subsidize emplovment or the
participant may remain eligible for a residual grant. A State
nay adiust the levels of the standard of need, and may vary the
standard of need for categories of reciplents or areas of the
State when appropriate for carrying out a work supplementation
program. A State may alsce reduce or eliminate the amount of
earned income to be disregarded, and may provide the $30 and one-~
third earned income disregard for the first nine months of work
supplementation placement, even though the Ffull disrsgard
normally expirss after four months. The maximum Fedexal payment
to a State for making payments te individuals and employers under
work supplementation may not exceed the amount which would
otherwise he payable if the family of the participant had
received the maximum AFDC grant payable to a family that gize
with no income. Federal payments are avallable for the lesser of
nine months or the number of months the participant was actually
employaed in the program.

Issues: In States with relatively low AFDC benefits, work
supplementation is likely to be much less effective in generating
employment opportunities, since the amount diverted to smployers
is constrained by the size of the maximum grant for a family of a
given size. (This problem would be minimized somewhat if other
programs, such as Food Stamps were included in the proposal,
i.e., if the features of the work supplementation program 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, 0 that if AFPDC benefits are eliminated or
curtailed, the “guaranteed “ob" component would not end?

current Law: Opn-the~job training (0J7)} is another of the
optional JSOBS components. In OJT, the State reimburses an
employer a portion of the wages paid to a participant during a
training pericd. 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 sssential to full and adegquate 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 program. Payments to an employer may not exceed
the average of 50 percent of the wages paid by the emplover to
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the participant during the training period.

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

Both OJT and work supplementation use a pool of funds to
subsidize initial employment, but work supplementation cannot be
used to f£ill any established unfilled position, while 0JT can be
used for that purpose. In addition, a number of specialized
budgeting rules applicable to work supplementation d¢ not apply
to Y.

Iasues: OJT is intended to reimburse employers for the
*axtraordinary costs® of providing training and is not intended
to be an on~going employment subsidy. If OJT is to be &
nechanisre for providing guaranteed jobs, its mission would have
to be redefined.

Should OJT provisions he revised To allow for the payment of nore
than 50 percent of an employse’s wages? This may be appropriate
in cases whare recipients are highly disadvantaged and the
extraordinary costs of training exceed 50 percent of the wvage
pill.

Job Davelo nt /g Placems

Current Laws As part of JOBS, New York and Connecticut have
contracted with America Works. The firm places AFDC recipients
in private sector ‘jobs that have “"decent® wages and benefits.
They receive $5,000 for every person they place. They do not
collect the fee unless the individual remains employed after

. The Pregressive Pelicy Institute (19882, p.230) has
recommended:

piscussion: YThe 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 reciplents in private jobs and keep part of the
money a state saves when someone leaves the rollis.®

Supporters argue that the approach ig 1likely to have a higher
paycff than existing JOBS employment and training activities.
They cite the success of America Works, which provides intensive,
personalized support for welfare mothers after they take a job.



i2

They contend that the success rate is high because of the profit
incentive for the private firms to make sure welfare reciplents
stay in their jobs.

Critics contend that the program has not been soundly evaluated
and that America Works creams., Even though they serve a
disadvantaged pepulation, some contend that the most motivated
and mosit dob-ready among this group are selected., Since there is
no solid evidence on its cost-effectiveness, and placement faes
are s0 high, the cost of inmplementing the proposal could be
substantial. They alsc note that this program could not be the

only program, gince there are some who do not get Jjobs and some
sort of provision would have to be made for them,

Tsgues: Should payments for placements be adjusted for the
characteristics and barriers facing given clients, i.e., paving a
larger amount for those least job-ready.
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Targered Jobs Tax Credit

Currant Law: Until recently, the Targeted Jobs Tax Credit
{TJITC), originally authorized by the Revenue Act of 1878,
provided an incentive for hiring specific, targeted groups. (The
TITE expired in June 1922, but may be reauthorized.) Thers are
nine targeted groups: 1) vocational rehabilitation referralsg: 2)
economically disadvantaged youth aged 18 through 22; 3)
econonically disadvantaged Vietnam~era veterxrans; 4) S8I
recipients; 5) general assistance reciplents; 8) economically
digadvantaged cooperative sducation students aged 16 through 19;
73 economically disadvantaged former convicts; 8} AFDC
recipients; and 8) economically disadvantaged summer youth
emplovees aged 16 or 17. Individuals are congidered economically
disadvantaged if theiy family income during the previous g-month
period was 70 percent or less of the Bureau of Labor Statistics
lower living standard incomeé level. Target group membership must
be certified.

The credit gensrally is egual 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 summey vouth employoees, who can
receive 40 percent up to $3,000 of wages, for a maximum ¢redit of
$§1,200). The credit is only available if the individual is
enmploved for at lsast 90 days op has completed 128 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 Hougse Ways and Means Commitise "Green Book" indicates that
over 44%,000 amployees gualified for the TITC, hut acknowledges
that the "net increase in U.5, employment is probably less than
this amount bhecause some of these employees night have been hired
without the credit, and some noncredit employees might have been
displaced by the targeted jobs credit progran.® Of the 445,000
certifications, 99,127 {or 22 percent} represented AFDC
recipients. B

TITC has remained relatively small, despite being an open-ended
entitlement program. Bishop (199%0) has identified four reasons
for the low participation rate by employers: 1) lack of
knowledge of the program; 2) administrative costs of
participation; 3) perceived lower productivity of TITC eligibles:
and 4) lack of incentive for local managers.

Research findings: Programs using tax credits to encourage

private sector hiring of specific groups of people have heen in
existence since the 1860s. For & hiring subsidy program to be
successful, employers who take advantage of the program should
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hire more eligible workers than they would have hired without the
program. Reseaych on these programs, as well as related
Genconstration projects that have included cash payments in
addition o tax credits, have not found them to be too
successful. The research gives several potential reasons for the
limited success of these programs: the stigma of hiring an
economically disadvantaged person perceived as having low skills
and little work ethic, the perception that the aextra work and
costs of the program are not worth the benefits, and lack of
knowledge about the progran.

Studies of past and current programs indicate that they are
underutilized and ineffective in raising the employment of target
group members. Of all individuals hired under the WIN Employment
Tax Credit Program, never 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 TJITC are even lower.
Econonically disadvantaged youth aged 18-24, who make up over 5¢
percent of the individuals served in the program, had even lowver
rates; in FY 1980, between 2.2 and 4.8 percent of all eligible
vouth hired were claimed as credits.

One research study on these types ¢f prograss involved an
experimental design which measured the level of hiring for
individuals with & voucher that could be converted to cash,
individuals with a voucher that could he used as a tax credit,
and individuals with no voucher at all. The credit and the
subsidy were of egual value, but the credit was not refundable,.
The result of the study were that 13 percent of the tax credit
group, 12.7 percent of the cash rebate group, and 20.6 percent of
the control group found jobs. These results imply that employers
view individuals with a voucher identifving them as economically
disadvantaged individuals to be less desirable jJob candidates
{Burtliess, 198%5).

Another study, however, found that although employers do believe
that individuals with disadvantaged backgrounds will be poor
workers, those emplovers whe unknowingly hired TITC eligible
workers and were later asked to compare their guality of work to
other employees stated that the TITC eligible were just as
productive and sometimes even mere S0,

Employers are also less likXely to participate in the program if
they perceive the costs to be too high., To participate, they
must learn about the program (including complicated eligibility
rules), establish a relationship with the administering agency,
and apply for certification of those new hires they belleve to be
eligible. One study found that government outreach can increage
utilization of the program. Firms who were personally contacted
by an government representative ware £3 percent more likely to
participate than firmg who first heard about the program fron
nther sources {Bishop and Montgomery, 1886).
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Because ©f perceptions and costs related to the program, most of
the payticipation in the program is passive. Managers of firms
in industries that are heavy users of the TJITC were interviewed.
The majority stated that screening ¢f employees for eligibility
occurs after they are hired. Therefore, rather than recruiting
individuals who are members of a target group in order to claim
the tax credit, firms get the windfall for employees they would
have hired anyway.

Issuas: Before adopting a program like the TITC as a nmeans of
enploying AFDC recipients, there are several issues to consider.
should the progran be targeted or shculd emplovers be able to
claim & oredit for any new .employee they hire? Is there a way
to prevent employers from[ ing the credit for emplovees they
would have hired anyway? Should the program give 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 preogram _was not. directed at target groups of
individuals. The/New Jobs Tax Credithwas uged as a counter~
cyelical program forhelp 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 geveral advantages to a broader type of
program, Firse, the stigma problem will no longer exist.
Second, firms prefer the less targeted programs, and would be
more iikely to participate. A drawback to a broader program is
that one could not guarantee that the most disadvantaged
individuals would be hired. However, depending on the extent of
the increased number of individuals hired, target groups may
avtually be beatter off with a broader progranm given the low
utilization of the targeted programs.

Ancother probles with the targeted tax coredit programs is that
firms often receive subsidies for persons they would have hired
anyway. This problem can be partially remedied by paying
subsidies only for ipcrements to gome set level of employment
such as 102% of empi§§§§ﬁt‘fﬁé yeay before. This strategy,
howevey can lead to churning - firms will hire one year and cug
back the second vear so they can gualify 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
randem with the increase in productivity of the worker., Howaver,
it may still provide windfalls to firms that would have expanded
eaployment anyway,

The sxperimental study discussed above also leooked at emplover
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 indjividuals with the tax credit
vouchers, but they were no more likely to hire the subhgidized
worker. This finding gives some evidence that employers prefer
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cash to tax credits (Burtless 19853, For the government,
however, tax credits are easier to administer. To dishurse cash
rebates, an additional administrative apparatus would have to be
established, adding toe the cost of the program. The issue of
making the tax credit refundable is also important. Although
this would add to costg, 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, however, they often
lead to stigma against the individual. If the firm must take the
raespongibility for certification, they often wait until after an
employee has been hired and then determine if he or she is a
target group member. In either case, firms are not using the
program to its fullest potential, and individuals who could
benefit from the program are not being served. A non-targeted
progranm might increase the number of target group individual
served, howevery, 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 bestween his wage and a target wage. For
example, it way pay 50 percent of the gap between the worker’s
wage and $7, the target wage. The lower the wage, the larger the
subsidy. A worker being paid $4 an hour would receive a subsidy
of $1.50, raising his total compensation to $5.50 an hour. If he
then gets a raise to $5 an hour, his subsidy drops to $1 and his
total compensation rises to $6. A wage subsidy can raise the
reward for work irrespective of the workeris initial level of
effort. For those with wages low enough Lo gualify for a
subsidy, the fiftieth hour of work per week is as generously
subsidized as the first.

There are several drawbacks to wage subsidies. The information
regquirements make it more difficult to administer than an
earnings subsidy, since information on bouth the wage and hours of
work are regquired. (Note: for most workers, this information is
available on a guarterly basis through Unemployment Insurance
records.) An earnings subsidy can be computed simply by knowing
the level ©of earnings, a number which is already availakle for
tax purposes., In addition, as was the case with the EITC, there
is no gquarantee 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 return to each hour of work. As the worker‘s wvage
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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.} Seaveral rasearchers
{Rea, 1974; Bishop, 1982} have concluded that, at least under
sone waga subsidy proposals, work and earnings reductions would
slightly cutweigh work and esarnings increases. Finally, 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 V8. BANCTIONS

A Rey decision in a public sestor jobs program is the wage that
is to be paid participants, while in a CWEP program, it is the
size of the sanction that is te be applied. For some prograns,
sach 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 ig able to retain AFDC, though 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 high 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, wers $858, §64%, $441 respectively.

Wage Rate Options

There are three principal options.

o Community service jobs could pay the prevailing wage, i.s,
the rate of pay for individuals employed in the same or
similar occupations by the same employer at the same site.
Paying above-sinimum wage rates on community service jobs
could increase work incentives and reduce paverty 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 reciplents in the community,
the program could actually exacerbate welfare dependency for
some, by encouraging them to yemain on welfare to gualify
for these jobs and could sven 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 coammunity
service jobs that could be created.
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gince the “prevailing wage" is likely to vary from job-to-
job, what criteria would be used to place individuals in
these jobs? Would such criteria be perceived as fair?

o Community servige jobsg could pay ¢he minimum wage. This
would ensure that thoese who work are compensated at a level
gsociety considers acceptable, but since the wage would be
the minimum wage, it would maintain incentives for workers
to find unsubsidized employment paying above the minimum
wage {or even minimum wage employment, where there are
opportunities for future advancement). (This argument is
hased on the assumption that universal health care coverage
will be enacted and child care is available and affordable;
ctherwise, loss of transitional Medicaid and child care
benefits could discourage families from leaving welfare
through work.) Garfinkel and McLanahan {1886, p. 188) note
that "paving only the minimum wage will minimize the number
of wovkers who will leave private employment for a work~
relief job, create a slight incentive and a clear social
message that private employment or «ivil service public
exmployment is preferabkle to work relief employment, and thus
help to make the cost of the program politically
acceptable." However, the cost of providing a job, sven at
the minimum wage, <an exceed the cost of providing welfare
penefits for a family, particularly in States with low AFDC
nenefits 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
enployees, while traditional workers may view the lower
wvages pald 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
ke used to achieve national uniformity?

o Community service jobs could pay slightly less than the
minimun _wage. Proponents of paying slightly less than
minimum wage, contend that this would increase incentives
for unsubsidized employment, since virtually all such
employment would pay a higher wage. It would also reduce
the c¢ost of a community service jobs program. Opponents
argue that paying less than the minimum wage could be
stigmatizing and makes it more difficult to support a
family. However, expansions in othey programs, such as the
EITC and universal health ¢are coverage, can alleviate this
concern. It may alsc create raesentment among the community
services workers and exacerbate job security fears among
fraditional workers.

Issues: Should individuals participating in these programs be
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given their earnings only after performing their reguired work
obligation, i.e, should the "payment after perfornance®
provision, currently an AFDC~UP option, be adopted for the work
program?

Should individuals who fail to participate in the community
service jobs program be allowed to terminate noncompliance
immediately by participating? Would those who repeatedly drop
out of the prograr be allowed to do the same? Under current AFDC
sanction policy, those who recelve a second sanction receive
reduced benefits for at least 3 months, and those sanctioned for
a third or subsequent fime receive reduced benefits for a minimum
of & months. Should these minimum periods be adopted for those
receiving wages. Proponents of a minimum time period for those
who repesatedly drop out could argue that creating employment
opportunities is costly and scarce resources should not be used
for thoses who do not take the work reguirsment seriously.
Moreover, such individuals would typically not find employment
immediately on demand if seeking unsubsidized enployment,
Howevey, not allowing individuals who have previocusly failed to
comply to begin participating immediately would reduce family
income and the immediate well-being of children. (The issue of
the time period would probably be best detersined in conjunction
with the size of the penalty; with a modest sanction, the minimum
time periocds could be continued, as under current policy,
whereas, with a harsher system of penalties for noncompliance,
consideration could be given to shortening or eliminating the
time pericds altogether.)

Sanction Options

Currant Law: In the JOBS program, & non-exempt person aan be
sanctioned if she, without good cause, fails to participate in
JOBS, refuses to accept employment, terminates earnings, or
reduces earnings. Yf an individual is sanctioned, she is removed
from the AFDC grant, and the grant to remaining family menbers is
lower. In an AFDC-UP family, both parents will be sanctioned
uriless the second parent is participating in the program. The
size of the sanction varies from State to State {(e.q., it is $106
in Verwont, but only $26 in Alabama). If an individual whe is
sanctioned is the parent or caretaker, payments for the family
will be made as protective payments, i.e., to a third party for
the needs of the non-sancticned 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 AFDC~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 ¢eases. The third and any subseguent
sanction lasts the longer of 6 months, or until the fallure to
conply ceases.
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An individual may not be sanctioned if she has "good cause,™
which must include: the absence of negded child care; that a job
would reguire a parent to work more than 20 hoursg a week; or that
a job would cause the family te suffer a net loss of cash income.
States can also define other cirvumstances that constitute good
cauge, such as illness or incapacity, inclement weather, and
breakdown of transportation, to name but a few of the coriteria
used hy States.

Opticns: There are many cptions for isposing 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 eligibility
as well. Those in favor of keeping the current sanction
contend that it can send the appropriate message to
recipients, without imposing an unduly hayrsh penalty on the
family, especially the children. Moreover, States have
experience with the current sanction systerm. Critics of
retaining current law would argue that the size of the
sanction is relatively small, especially when increases in
other needs-basged programs are included {(e.qg., Food Stamps
and housing assistance) and may not change behavior,

o End AFDC benefits for the entire family. This would
represent & 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 nust seek or prepare for employment.
Moreover, they could stlill 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 bescause of the actions of thelr parents.

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

Issues: Will individuals who have good cause for not
participating be allowed to receive AFPDC benefits, even if they
have exhausted their time limited assistance? Proponents of
continuing good cause exempiions could argue that this weould
protect families if they are unable to participate due to factors
keyond thelr control. Opponents of such a provision could argue
that the intent of the time limit is to simulate the real world,
where individuals whoe do not work do not get paid. (However, in
the real world, these same individuals may be able to £all back
on AFDC and other welfare programs.) If good cause is permitted,
should Federal criteria be developed? Otherwise, the good cause
provisions could be abused to exenpt too many individuals or,
conversely, not excuse all those with legitimate reasonzs for not
participating.
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Should the current minimum time periods for the second and
subseguent sanctions be retained? This issue is probably best
resolved in coniunction with the determination on the size of the
sanction.

wWill Medicald eligibility for other programs, €.g, Foed Stamps,
housing assistance, and Medicaid also be terminated or reduced
for those who fail to comply. Currently, the JOBS sanction
results in resoving the person’s needs from the grant, which also
means the person isn’‘t eligible for Medicaid through the
categorical link to ARDC (though the person may be eligible
otherwise)., While AFDC recipients are generally exempt from
participation in the Food Stamp Employment and Training (24T}
program, Foed Stamp recipients are subject t¢ sanctions if
required to participate in that prograwm and they fail to do so.
Proponents of including cther program benefits in the sanction
note that AFDC is just part of the total public assistance
package, and in some States, just a small part of that package.
They argue that limiting the sanction to just AFDC would not
create 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.

an alternative option, wnich was part of President Carter’s
Program for Better 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 single parent with a c¢hild
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 expacted to work would be
pased on the assumption that a private or public sector job weould
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, & large number of public secter ‘jobs
would have to be created in a short periocd of time.

DISPUTE RESCLUTION

Current Law: Each State must have 2 conciliation procedure to
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resolve disputes about program participation, It must alsc
provide for a hearing process, and for a right to a hearing
before an AFDC grant is suspended, reduced, discontinued, or
terminated.

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

Kaus (1892, p.259) has desgribed the problem and a possible
eption as follows: “Could guaranteed-jobholders be fired?
Certainly we want a neo~WPA in which people whe show up drunk,
who show up high, or who pick a fight with their supervisor would
lose their -ebs (though they could show up again after a decent
interval). fThere is a danger that the courts would declare the
WPA jobs to be ‘property’ under the Fifth Amendment and imposs
debilitating ‘due process’ requirements that had to be met pricy
to any dismissal. Congress could make this constitutional clais
less tenable by providing basic procedural guarantees (such as a
rudimentary hearing), and by making it clear that this is all
nec~WPA workers have a right to expsct.®

DISPLACEMENT PROVISIONS

current Law: No work assignment under JOBS may result in: 1)
displacenant 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 agreements; 2) employment or assignment of a
participant or filling a pogition when any other individual is on
layoff from the same or eguivalent position, or the employer has
terminated the employment of any regular employee or otherwise
reduced its workforce with the affect of £illing the vacancy so
created with a participant under the program; or 3} any
infringement of promotion opportunities of currently employed
individuals. No participant in a work supplementation component
or work experience program may be assigned to £ill any
estaplished unfilled position vacancy, though they may do so in
0JT. {The Bush Administration, as part of the "Welfare
Employment and Flexibility Amendments of 19%82," proposed relaxing
these restrictions by allewing the placement of welfare
recipients in vacant existing positions.)

piscussiont No proposal has envisioned replacing existing
workers or those on layoff fxom their jiobhs; however, there is
some support for modifying the displacement provisions as they
apply to vacant positions. Supporters of this change argue that
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the displacement provisions limit the number of jobs that can
created. They ceontend that easing these restrictions would save
taxpayer dollars by allowing AFDC recipients (or former
recipients} to take such jobs. For example, Kaus (1992, p.134)
argues: *...pragmatism, as well as fairness, requires that no
current government workers be laid off. But as those workers
leave through natural attrition, the government should be free to
replace them with guaranteed jobholders not subject to
*prevailing wage" regquirements.” (Kaus believes those in
guaranteed jobs should be paid glightly lsss than the minimum
wage to make unsubsidized esployment more attractive.) To the
extent that government costs are reduced by not having to hire
additional workers {(gince some wvacant positions could be filled
by those in community service jobsg), the savings can be used to
reduce taxss ¢r f{inance other projects; elther way, they arque,
other jobs will be created elsewhere in the economy.

Upponents argue that changing this policy would lead to the
unemployment of others, would put less-gualified individuals in
these positions, amd could create workplace tensionsg by paving
different wages to workers performing similar tasks.

OTHER ACTIVITIES

Should AFDC recipients who have ygached their time limit and are
regquired to work be allowed to participate 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 thelr JOBS activities be allowed to continue in such
activities?

Current Law: Beginning in FY 1954, one parent in an AFDC~UP
family will be required to participate in a work progran.
However, the Family Support Act made twe 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
reguirement, States ayxe allowed to substitute education for those
under age 25 who have not completed high school or its
eguivalent.

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: Allowing recipients to participate in activities
other than work may be appropriate, if such other activities are
more likely te lead to greater self-sufficiency. Such activities
may be especially appropriate for certain subgroups of the AFDC
population, e.g., tsen parents. For exanple, Sawhill (1992,
pp.5-6} points oubt: "By all accounts, long~term welfare
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recipients are a very disadvantaged population. Forty-thres
percent have less than 12 years of schooling (Compared to 12
percent of all women}, 56 percent score more than one standard
deviation below the mean on the Armed Forces Qualification Test
{vs., 17 percent of all women), 51 percent have low self esteen
(vs. 30 percent of all women), 34 percent have not worked in the
past 3 years (vs. 5 percent of all women), and 5 percent have a
health problem that prevents them from working (vs. 2 percent of
all women}." She alse 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 vears 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."

Sawhill (1892, p.6) also warns, "Unless carefully circumscribed,
pernitting extensions may send the same mixed message about the
rules of the new system as allowing exemptions. To nminimize this
effsct it may be necessary o permit extensions for educational
or training reascns only for a specified time pericd in a limited
nunber of caseg, where, in the judgment of & 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, safequards against such behavior may
also be necessary, perhaps by limiting extensions to those who
have used their two-year pericd productively. Also, if such
extensions are permitted, it would be important to ensure that
the alternative activities are substantive and are bheing
completed at a reasonable pace, given individual clircumstances.

OTHER ISSBUES

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 ssarch be required bafore placement
in a community service job and periodically throughout
participation in a community services jobs program? {President
Carter’s PBJI welfare reform proposal would have referred an
individual back to job search after 52 weeks of PSE employment.)
Proponents argue that this would reduce the cost of the community
service jobs program and increase the number of welfare
recipients (or former recipients) in unsubsidized employment.
Critics contend that, while programs with a job search corponent
have been effective for some groups, they have not been effective
for others. In particular, job search has had inconsistent
jmpacts for the mosat disadvantaged welfare recipients and could
waste scarce resources 1f reguired of everyone. 1f this
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requirement is imposed, should it be after the time limit on
assistance has been reached, or just prier to that? Should it be
for everyone or just those subgroups where there is likely to be
a positive impact?

Should AFDC recipients who have not exhausted their time limited
benefits be allowed to volunteer for varticipation in a community
service job? Proponents contend that this would produce the
desired behavior and the community weuld receive something in
exchange for its assigtance. Critics could point out that CWEP,
work supplementation, and OJT are already JOBS components which
recipients could volunteey for; however, 1f the community service
jobs program were based on the public service employment model,
allowing AFDC recipients to voluntesr could substantially
increase the cogt of the program {especially if prevailing wages
are paid) and could even induce some people to go on welfarse.

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

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



APPENDIX A: NOT ENOUGH JOBSBY

gince 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’'t enough useful Jobs that can be
created, Critics of this argument point out that States and
localities have, in the last decade, cut back on many useful pubklic
gervices and that there are numercus opportunities for job
creation. Moreover, one potentzal source of employment is
rebuzldzng the infrastructure, a majoy policy initiative outlined

Puttd L1 Some may obiject that these jobs would
not be apprcprlata, since most involve physical labor and the
principal target group of the community services jobs progras is
women, Kaus (1992, p.132) addresses this criticism by noting:
HWomen can fill potholes and paint bridges (and water lawns and
pickup garbage} just as women can be telephone repairpesrsons and
sailors. Anyway, there are also many non-arduous jobs that need
doirng: nurse's aides, Xerox operators, receptionists, clerks, and
cooks.” Garfinkel and McLanahan (1388, p.l46) also point cut that
"if it was possible to create 3.5 mnillion Works Progress
Administration (WEA} jobs in the midst of the Great Depression, it
must be technically possible to £find or ¢reate a like number now.®
¥hile such a program has not been implemented fFfor welfare
recipients, they add {p.148): "Sinply because sonething has not
been done to date dees not mean that it canneot be done in the
futere.® -

A second objection related to these jobs is that those required to
work will not have the skills to perform the tasks adecuately.
According to MDRC, superviscors of welfare reciplents in workfare
programs have rated them as highly as regular entry-ievel workers.

A third objection is that the jobs created would be make~work.
While this iz a possibility, 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: STAFPF/PARTICIPANT VIEWS REGARDING
MANDATORY WORK PROGRAMS

Surveys by MDRC dealing with the reaction of State agencies,
participants, and the public to mandatory work experience
prograns are overwhelmingly positive. Although these prograns
ware different than a community service jobs program, they

indicate that mandatory participation can be viewed positively by

both participants and administrators.

Q

In West Virginia, 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 pearcent of
the supervisors rated nale CWEP participants the same or
better than regular, new employees in terms of job
performance, attendance, behavior, job skills, and maturity,
while 94 percent ¢f the supervigors rated female CWEP
participants as highly. & majority of CWEP participants
alsc reported that they had learned something new in theirx
CWEP positions; this was yeported by 64 percent of male
participants and 3% percent of female participants.
Finally, 90 percent of male participants and 82 percent of
fe?ale participants viewed the work reguirement as being
fair.

in San Disgo, 78 percant of surveyed gupervisors felt that
the work performed in CWEP was important to their agencies
and net "make-work." Sixty-three percent of the supervisors
surveyed felt that the CWEP participants were at least as
productive as their regular employees and 57 pergent of
participants felt that they had learned something new on the
jeb.

In Maryland, 96 percent of supervisors considered the work
performed under work experience o be a necessayy 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 ragular employees and 70 percent of participants felt
that they had learned something new in their positions.
About 6¢ percent of participants believed the work
regquirement was fair.

in virginia, 83 percent of both supervisors and participants
responding to a survey indicated that they felt the CWEP
work was necessary. SsSeventy-two percent of CHED
participants felt they had learned something new in their
positions, and 83 percent felt that the regquirements were
fair.

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



necesgary. Seventy-three percent of supervisors felt the
participants were at least as productive as regular
enployeas. Eighty-six percent of participants felt that
they had learned something new in their pogitions, and 73
percent felt the regquiraments were fair.



&Y

RESEARCH ON THE EFFECTIVENESS OF EMPLOYMENT
AND TRAINING PROGRAMS

BACKGROUND

The Federal government has a long history in employment angd
training activities. During the Great Depression, it established
the Works Progress administration {WPA}, which established
massive public works and public service employment programs to
assist millions of the unemploved. The Manpower Development and
Training Act {MDTA}, passad in 1962, was designed to assist
workers who had been displaced by technological change and
provided vocational and on-the~ijob training. The progranm
initially served primarily those with extensive work experience,
but its emphasis was later changed ¢o serve the hard-core
unemployed. The Emexrgency Employment Act of 1971 authorized the
first major job creation program since the 1930s, known as the
Public Employment Program {PEP}, which spent 51 billion in 1972
and $1.25 billion in 1973 fto create jobs within State and local
governmants. The Comprehensive Enployment and Training Act of
1573 consolidated many of the programs oreated during the 1960s
and 1870s; it emphasized training, but maintained a public
service employment {PSE) component for high unemployment areas.
PEE was expanded in the mid-1970s whan unemployment darew.
Spending on the PSE programs grew rapidly and in fiscal year
1980, they claimed about $3.8 hillion or 41 percent of the total
$8.9 billion in CETA outlays. In 1982, CETA was replaced by the
Job Training Partnership Act (JTPA): its focus was training and
there were no funds for any form of direct Sob creation.

In addition, numerous welfare~to-work programs were rigorously
evaluated by the Manpower Demonstration Research Corporation
(MDRC) during the 1980s. These included relatively low-cost
interventions such as job search followed by work experience and
training, as well as more intensive tralning programs. The

former were generally mandateory programs, while the latter were
voluntary. ~

The Federal government has also used the tarx system to encourage
job creation. For example, the Targeted Jobs Tax Credit (TITC),
authorized by Revenue Act of 1978, offers employers a tax credit
for hiring workers from certain groups, inciuding the

economically disadvantaged, welfars recipients, and the disabled.

RESEARCH ON WORK PROGRAMS

There 1s research on a variety of subsidized employment prograns.
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 emplovers 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 trainsd them: supported work, which congsists of the creation
of a protected working environment where participants can learn
 basic work habits: and earnings or wage subsidies, which are paid
to employers as an incentive to hire disadvantaged workers for
existing private sector jobs.

The research findings suwmarized in the following sections seek
to identify net impacts on sarnings, employment, welfare
payments, and the incidence of welfare receipt. In addition, if
available, results from cost~benefit analyges Lyom the
perspective of participants, the govermment, taxpayers, ang
society are presented. For participants, the key question is
whether increased earnings outwelighed 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, 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 ocutput
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 progran provides gains to
one group but an egqual ioss to ancther, it would be considered asg
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 resultes should
only be viewed as suggestive, Differences between the programs
and target populations, the environmental context in which they
were conducted, and their evaluation designs makes 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 mandatory programs would be. In addition, moest
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 nmay have positive effects. The findings from these
prograns are summarized below, separately for women and men.

WOMEN

Supported Work

The National Supported wWork bDemonstration tested the effects of a
highly structured work experience program on four target groups:
long-term AFDC recipients, ex-addicts, ex-offenders, and young
schoel dropouts. The program included peer group support,
graduated stress, and close supervisgion as program techniques;
initially, work standards on the jobs were relatively
undemanding, bul they were increased over time to approxinate
those of private sector jobs. Nopprofit corporations established
small factories or work crews which produced goods and services
and helped pay for the project. Participation in the program was
veluntary. Participants received wages for their work, which
roeduced their welfare benefits. After 12 te¢ 18 months,
participants were expected to leave theiy Supported Work jobs,
regardless of whether they had found other employment. The
emphasis was on the development of work habits, basic work
gkills, and motivation tc enhance employability.

For AFDC recipients to be eligible, they had to have: 1) been on
AFDC continuocusly for the past three yvears; 2) to be female; 3)
te have ne ¢hild less than six years old; and 4) to have worked
very little during the preceding six months. For the AFDC target
group, wmost of the jobs were in the service sector. oGuidelines
for Supported Work provided that the wage rates be based on, but
be below, the wage that participants might be expscted to earn on
a regqular job, subject to the constraint that the wage was never
to bhe below the legal minimum. Women in the pregram had averaged
nine years of AFDC receipt.

In the third year of the progran, experimentals in Supported Work
earned an average ©f $1,076 {23 percent) more than controls (see
Table __}. This increase in earnings was due not to any
significant change in employment rates, but due to increases in
hours worked (18 percent) and hourly wage rates (12 percent).

The program also led to a 3401 (10 percent) reduction in average
AFDC payments in the third vear of the program and reduced the
incidence of A¥DC receipt by 7.1 percentage points (10 pexcent)
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 long time, or who had no prior
work experience.

The cost-benefit analysis indicated that the benefits from both



the tawpaver and the sccial perspective exceeded the costs.
Although the evalyators point out that the progranm was not guite
cost-effaective if only the benefits during the 27-month followw
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
parspective, because the inorease in thelr earnings did not
coppensate for the reduction in their welfare benefits. .
While the results are suggestive for long-term AFDC reciplents,
the results for new applicants and recipients who have not bhoen
on the rolls long, even those likely to be long-term recipients,
may be cquite different, becausge such appllicants/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 ¢lgar what the
impacts would be for a mandatory program.

The AFDC Homenmaker-~Home Health Aide Demonstrations and operated
in seven sites., If targeted women who had been on AFDC for at
least 90 days and reached a diverse group of welfare recipients.
The program provided four to eight weeks of formal training "in
the skills needed to provide homemaking and health services to
functionally impaired persons in their own homes,® followed by up
0 a vear 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 beyvond high school) and ne
recent work experience {(the average participant had not worked
for 3 years).

In the third year of the progran, experimentals in the program
earned an average of $1,121 more than controls and increased the
employment rate by 8 percentage points, while combined AFDC and
Food Stamp benefits were $343 lower (see Table _}. The earnings
gains were primarily fronm increased employment rates, though sone
sites also had statistically significant gains in wage rates.

EQW Jersey QQ T

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

The program led to earnings gaing of almost $591 {14 percent) and
reduced AFDC payments by 5238 (i1 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



higher wages or more hours.

Maine

In Maine, carefully screened AFDC recipients were offered a fixed
segquence of services, consisting of 2 to 5 weeks of prew
epployment training in jeb search and job~helding skills, up to
12 weeks of half-time unpaid work experience in the public or
non-profit sector, followed by placement in an 0JT~subsidized jcb
in the private sector for 6 to 26 weeks, where emplovers received
a subsidy equal to 50 percent of wages for € months. The progran
was targeted to recipients with substantial barriers to
employment. HNearly two-thirds of TOPS participants had been
receiving AFDC for more than two vears, and only one-third had
any recent employment experisnce. The goal of the program was to
provide jobs that 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 AFDC payments or the incidence
of welfare receipt (see Table _). The sarnings increase was due
hath to participants receiving higher wage rates and €0 an
increase in hours worked. The total income of participants also
increased, due at largely to the fact that the earnings of
participants were higher, while their AFPDC benefits did not
decline, Bvaluators belleve the lack of impact on AFDC payments
is due to the fact that Maine, unlike most states, calculates
AFDC benefits in a way that permits working recipients to earn
more income before their AFDC benefits are reduced.

The Minority Female Single Parent (MFEP}! Demonstration provided
intensive education and training to minority adults who
volunteered to participate in the program. The demonstration was
conducted in four different cities. although all of the sites
achieved significant gains in GED attainment, there were no
positive impacts on earnings, employment or welfare receipt at 3
of the sites 12 months after the program began (see Table _ ).
One of the programs (the Center for Employment Training [CET) 4
northern California) did experience pesitive impacts on
employment and earnings. The key distinguishing feature between
CET and the other three sites is that it placed an emphasis on
the combination of training supplemented by education and
"gencral employability training.®

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



in the 198¢s, there is very little research on’ the program in
isolation. According to Gueron and Pauly (1992, p. 166}, “there
is little evidence on whether unpaid work experience, following
job search or alone, has any independent effect on progran
impacts." One demonstration, San Diego X, included a test of
adding 2 months of CWEP after initial participation in ijob
search. Gueron and Pauly (1992, p.165) report: “The overall
findings for AFDC applicants indicate that the addition of CWEP
after icb search did increase program effectiveness, but the lack
of consistent results across cohorts enrolling during different
labor market conditions suggests that, at most, the incremental
impact was small.®

MER

Although some raesearch by MDRC suggests that welfare-~to-work
programs can increase the earnings of men and be cost affective
for taxpayers, the programs tested were typically low-cast
workfare type programs; there is no reseaych on more intensive
interventions for men receiving AFDC,

Work Experisnce

Regearch by MDRC has shown that a job search/work experience
requirement can increase employment/earnings or reduce welfare
dependency and be cost effective for the AFNC~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.
Enployment was 6.5 percentage points {17 percent} higher at
the end of the second year of the program. Average AFDC
payments were 3551 (12 percent) lower in the second year of
the program. {(Unlike other MDRC evaluations of AFDC-UP, the
sanctioning rules for AFDC-UP families participating in BWIM
were changed, so that only the head ©f the case lost AFDC
benefits when a sanction related t¢ the work requirement was
imposed making it more comparable t0O JOBS.) The evaluations
of cost-sffectiveness from the participant's standpoint
indicated that AFDC~UP men broke even in SWIM (with their
earnings gaing about matching their losses from AFDC, other
transfers, and tax payments). The net present value of the
program for taxpayers and the government budget ranged from
$1,730 to $2,050 per experimental.

0 In San Diege I, there were no statistically significant
impacts on either employment or earnings, but the program
only served applicants. Since research has consistently
found that first-time applicants (i.e., these most job~
ready) generally dontt benefit from these services, it is



not surprising that this program did not show positive
impacts. {(Principal sarners in AFDC-UP families are
especially likely to be job-ready, in part, because the
eligibility criteria for the AFDC~UP program reguire a
recent attachment t¢ the work force.) Average AFDC payments
were $374 (14 percent) lower and the incidence of welfare
receipt was 5.7 percentage points (14 percent) lower in the
first year of the program. The net present value of the
program foxr taxpayers and the government budget ranged from
$1,0680 to 51,410 per experimental, The men in the San Diego
I program incurred net losses.

o In West Virginia, there were no significant impacts on
either employment or earnings; after a year-and-a-~half, the
incidence of AFDC receipt was 6.9 percent lower and welfare
payments had declined by $229 {12 percent) during that time
{Friedlander et al., 1986, p.__}. However, the precision of
these findings is unclear because the evaluation did not
involve the random assignment of individuals, but of
countiss., A8 a result, adjustments had o be made for
differsnces in labor markets and the characteristics of
welfars 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 unlimited duration and
high participation rates. The study found that reductions
in welfare benefits for the UP cassload werxe large enough so
that the program was cogst-effective from the governnent
budget standpoint and when the value of CWEP output is
added, *the total wvalue of the saturation model to taxpayers
becomes highly positive."

Utah's. EWE Program
S

Utah's Emergency work Program {(EWP) inciudes a strict work |
reqguirement (Janzen and Taylor, 1991), with participation egual
to 40 hours a week, and a time limit on assistance. However, its
design was not yrigorous and the impacts should only be considered
a very rough approximation of the direction and magnitude of
program impacts. While the MDRC evaluations ares based on
experimental design, they generally include activities other than
a strict work program., The evaluation of Utah's program
indicates that the time limit had only a minor effect on the wmsan
iength of stay (9.3 weeks for sites with the six-month time 1limit
compared to 11.1 weeks for sites without the six-month time
limit). The evaluation of Utah's program found increases in
enployment and an especially impressive reduction in the mean
welfare spell {a reduction from 10 months to 10 weeks)., BAs a
result, it was also found to be highly cost-effective, compared
to the conventional program. The 40-hour per week performance
regquirement was viewed as a key progranm design feature of Utan's



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

CORCILUSIONS

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-sslected, often highly motivated
volunteers, to the larger sligible population. These pecple 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 "oresaming,¥ further ensuring that the
population will not be representative. It is not clear how these
problems affect impacts. According to Friedlander and Gueron
(18491, footnote 17)3: '"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,
with or without program assistance, or to seek alternative
services on their own, lowering the potential for progranm
impact.®

Even without these problems, however, it is unclear whether these
programs could produce sinilar results if expanded to less
motivated recipients (and/or imposed on other program
administrators). As Friedlander and Guerecn (1991, p.23} point
out: "...services that are offered on & voluntary basis or are
gselective may, by their nature, be guite difficult to expand.

For exsmple, there may be limits to how many on~the~ijob training
slots ¢an be created. Alsoe, there may be only a small number of
AFDC recipients who would be interested in participating or would
pass the screening criteria. Making participation mandatory as a
device to help increase coverage 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-cost programs for AFNC nen,
especially since they often included services other than just
work experience.



CETA WORK PROGRAMS

There is a fairly extensive amount of research on employment
prograns within the CETA program. However, due to methodological
shortcomings in the researceh designs, the findings should only be
viewed as suggestive. The CETA evaluations were all based on
nonexperipental regsearch methodeologies, i.e., they 4id not
involve the random assignment of individuals to treatment and
control groups. In addition, only one of the evaluations (Bassi
et al., 19843} estimated the impact of CETA separately for welfare
recipients.

To measure the net impact of CETA, ressarchers typlically
generated a comparison group of indjividuals that was comparable
te the progran participants based on observable characteristics
that affect earnings and empleoyment. Some of the variables
typically used in matching groups ware sex, age, race, family
income, family size, weeks employed, and educational statusd.
However, it is very likely that the comparison group members
differ in other ways from the participants in & systematic but
unobservable fashion. For exanmple, those who participated in
CETA may be more motivated, and motivation is likely %o be an
important determinant of earnings. It is unclear the extent to
which postprogram earnings differentials between participants and
comparison group members result from program participation or
differences in motivation or other unmeasurable differences. In
the absence of experimentsal design, where both cbservable and
unobgervable should balance out, it is necessary to employ
statistical techniques to contrel for nonrandom assignment owing
to unobservable characteristics, but there is considerable
uncertainty in the research community about the validity of such
rmethods.

Barnow {(1987) has reviewed the principal CETA studies. ‘Table _
shows the impact estimates on annual postprograr earnings for the
progran overall, as well ag for its components angd for Xey
subgroups,

FINUINGS FOR WOMEN

PSE produced statistically significant sarnings gains for women,
with some estimates showing annual sarnings gains in excess of
81,500, Overall, two studies found statistically gignificant
increases in annual egarnings, from $464 to $1,121, while one
gtudy found no statistically significant effects. For white
women, five studies found statistically significant effents,
ranging from $614 to $1,563. For minority women, the same five
studies found similar increases, from $6850 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 porticon of
the earnings gains comes from the program jitself, i.e., it is not
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completely from postprograr earnings gains.) 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 f£ind statistically significant
results, while one found positive effects {ranging from $800 to
$1,300 a vear}, uwhile the other found negative effects ($522 a
yeary. For white women, three studies failed to find significant
effects, while three found positive effects, ranging from 8505 to
$1,400. For minority women, three studies failed to find
gignificant 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 range, but were statistically
significant.

For 0P, three of four studies find statistically significant
effects, ranging from $700 to $1,100. For white women, three of
six studies find statistically significant increases in earnings,
ranging from $530 to $1,231. For minority women, four of six
studies found statistically significant increases, ranging from
$772 to $2,057. The earnings impacts were not gtatistically
significant for welfare mothers.

It seems that program participation increases earnings primarily
through an increase in hours worked yather than through an
increase in vages; gince wonen generally work fewer hours than
mern, there 1s more ypoom for an impact on their hours of work {(and
conseguently earnings) than is the case for men.

Although the findings indicate that the PSE and QJT programs
increase the earnings of women participants, they are also
expengive programs and it is not clear that they are cost—
effective.

FIRDINGS FOR MEN

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



program reduced sarnings by $872 to $1,021. TFor ninority men,
five studies falled to find statistically significant effects and
one study found that the progran reduced earnings by $212 to
5983,

For O0JT, 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, ranging from $772 to $2,087.

Of the CETA work programs, only OJT appears to have been
successful in increasging the earnings of nen. 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
these 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 employvment may be limited due to "fiscal
substitution,® as State and local governments use Federal funds
for a government Jjobs program to ¢reate jabs that otherwise would
have been funded completely from nonfedeyal 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
lgcal pubklic services £rom local to Federal taxpayers. In the
other extreme c¢ase--no f£iscal substitution~~the impact ¢f the
grant program would be an increase in activities and ‘jobs equal
to the amount nominally funded by the grant. The evidence from
evaluation studies of earlier public service employment programs
suggests that the degree of 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 4obs
to skills not usually employed in the local provisieon of public
services may reduce the amount of such substitution in the
future. Bassi and Ashenfelter (1888, p. 148} note: "Ii seens
reasonable to expect that the more targeted the program, the
lower will be the fiscal substitution rate associated with that
program. On the other hand, we would expect the fiscal
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substitution rate to have risen over time, since state and logal

governments had an opportunity to replace regular ¢ivil 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.¥

Oppeonents of guaranteed government jebks could also argue that
past experience with PSE 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
creating PSE jobs would be financed by taxing the private sector,
reducing jobs there. In fact, the increased burden on the
private sector {either through increased taxation or deficit
financing) could result in an overall net reduction in
enployment.



TEENAGERS

Each year, nearly half a million births oecour to young teenage
mothers. Research shows that voung, unmarried parentsg are at
greatest risk of long-tern welfare dependency, ag well as a wide
range of economic, social and personal problems {see Ellwood,
19668 Haves, 1887). Over a third of teen parents who begin AFDC
will receive benefits for at least 10 yvears (Maxfield and Rucci,
1686). Horeover, one study (Duncan and Hoffman, 1350) has found
that AFDC receipt by an unmarried teen may .cause future welfare
dependence, even after controlling for other characteristics of
the mother. The public costs of teenage childbearing were
egtimated to exceed 521 killion in 1989 for AFDC, Food Stamps,
and Medicaid alone (Center for Population Options, 1990). Since
nany teen parents may also exceed the time limit, they will be
regquired to work, Or perhaps attend school,

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

] Ohin's Learning, Parning, 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 raiges it to $336 while a penalty would reduce it
to 8212. In addition to financial incentives, the prograp
includes c¢child care assistance and case management to help
these teens meet the school attendance reguirement. Some
States using or considering learnfare models use only
financial sanctions to encourage school attendance {e.4g.,
Wisconsin), but none are currently being evaluated using a
rigorous research design.

o The Teenage Parent Demonstration uses an experimental design
to evaluate the effects of education and other servicesg, and
of a continuous payticipation requirement. Participation is
mandatory for teen parents on AFDC. It is (or was] being
tested in Chicago, Illinois, and Camden and Newark, New
Jersey, and was restricted to teen parents who already had
one child, In addition, the participation requirement
includes regquired school attendance {high schoal or GED) and
may alsoc include job search assistance and vocational



training, as well as other services such as counseling,
parenting instruction, and life skills training. Failure to
participate can result in the removal ¢f the teen parent's
portion of the AFDC grant. '

o New Chance is a 16~site national demonstration providing

: comprehensive education and training, and employvability,
l1ife management, and parenting instruction to younyg (17 to
21 years of age) AFDC mothers who are high school dropouts,
Its experimental design evaluation will provide impact data
on educational attainment and achievement, employment,
earnings, welfare yeceipt, and fertility. This
demonstration is targeted at AFDC recipients who ayxe older
than the typical high school or lsarnfare population, but
who are alse at risk of long-term dependency.

Project Redirection was a voluntary demonstration for AFDO-
eligikle mothers under age 18, which provided comprehensive
after-school services designed to prevent school drop out, teach
parenting and life management skills, and increase emplovability.
While it did lead to greater short-term high school attendance,
there was no long~term difference in educational attainment
between the experimental and the comparison group members.
However, after five vears, those in the demonstration had an
increase of $39 in weekly earnings and a decrease of 12
percentage points in welfare receipt, bhut higher rates of
¢hildbearing {Polit, Quint, and Riccic, 1988).

Job Corps is a Federally administered employment and training
program for sconemically 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, vocatiocnal skills training, and work
experience, in addition to support services such as subsistence,
clothing, health care, and recreation.

Mathematica Policy Research, Inc., did an extensive evaluation of
the Job Corps program, which is c¢onsidered to be of high quality,
but did neot use random assignment. It had a large sample of
program participants (5,200) and a non-participant comparison
group {1,500). The data were gathered on participant and
comparison groups for thres to four years., The comparison group
waz carefully drawn from youth eligible for Job Corps, but
residing in geographic areas where Job Corps enrollment was low.
The comparison group of youths was developed from lists of school
dropouts (70 percent) and from applicants to local Employment
Sexvice offices {30 percent}. Sophisticated econcometric
techniques were used to try to control for selection bias {(a



major problem in evaluations not relying on random assignment).
The principal evaluation results were:

o An increase in enployment of over three waeks pear year,
a 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] “Higher college attendance.

o A yeduction in the receipt of welfare, amounting to an
average of over two weeks per year,

o A reduction in criminal activity for participants during the
pericd they were in the program and after leaving it¢: .
participants had fewer arrests for serious crimes than 4ig
the comparison group.

In addition, a cost-benefit analysis concluded that, from the
view of society as a whole, the program returns $1.46 for evary
$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 alsc worth noting that the program only returns 88 cants 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?

GPTIONS

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

piscussion: Proponents of immediately replacing welfare with
transitional support and a guaranteed community service job argue
that this would transform the welfare system into one that
emphasizes self-sufficiency. Most proposals would provide
recipients with the assistance needed to become ewmployable {(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 liwve in poverty {e.g., by
expanding the EITC and providing universal health care coverags).

Opponents argue that a time limit on agsistance could harm children
in families where the parents do not take jobs after the time limit
on welfare yeceipt has been reached, by reducing the low level of
family income still further. {7 address these concarns, some
time~limited welfare proposals incorporate other antipoverty
programs, such as ¢hild support assurance and universal health care
coverage., The availakility of these benefits as well as other
sxisting 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 program specifications
have been untested, lumposing a program designed at the Federal
ievel could have other unintended negative effects. Moreover,
States may resist attempis to inpese a program from the top-down,
rather than from the bottom-up. Finally, the initial cost and
service capacity problems are likely to be sericus,

Issues: Full-scale implementation would require identifving the
many detailed provisions that would have to be part of the
proposal., Monitoring implementation would be important, but
difficult, given the limited ewperience with such a program.

It is not clear what the impact of such a proposal would be on
Federal and State costs. Initially costs could be increased
substantially, as more welfare recipients avail themselves of
services to prepare for employment. After the time limit, there
will be welfare savings, but there will also be costs associated
with implementing the guaranteed work program. Depending on the
structure of the program, these c¢osts could seven outweigh any
welfare savings. Mickey Kaus, whose proposal is perhaps the most
far-reaching, estimates the initial annual cost of his proposal to
be between $42 and $5% billion.



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

Piscussion: Various elements of the propeosal could be phased in,
which would allow policymakers movre time to agsess the effects of
the proposal, as well as €o minimize initial c¢osts and allow States
time to build the cvapacity to serve individuals through JOBS and
a guaranteed work program. The phase in ¢an be related to specific
provisions and/or subgroups of the welfave population., As service
capacity and State experience grows, the program could be expanded
to additional subgroups.

Potential subgroups include:

o AFDC-UP recipients. AFDC-UP recipients tend to ba less
disadvantaged than the overall AFDC population (due to the
reguirement that they have a recent work history) and face
fewer barriers to employment (e.g., since it is a two~parent
heuseheld, child care is not likely ¢o¢ be a problem). In
addition, the current AFDC-UP is, in some ways, already
similar £o the propeosed time-~limited/quaranteed jobh proposal.
Until pasgage of the Family Support act of 1988, the UP
program was a State option and about half the States chose not
e provide benefits to intact families where the principal
earner vas unenpiosyed. Even today, 13 States have adopted the
Family Support Act option to inpose a time limit, generally
six months in a 12~month periocd. Beginning in PY 1894, States
will face participation rates that rise from 40 percent to 75
percent by FY 1997, where adultg in UP families will be
reguired te participate at least 16 hours a week in a work
progranm.

Implementing the proposal for AFDC-UP recipientsn f£irst woulgd
allow testing it on a relatively small segment of the
caseload,. It is a group that is typically less depandent on
public assistance and has some prior werk experience. The
work requirement for thig population also means that many of
the costs of the guarantged jobs program would be incurred
even in the absence of a new proposal, thereby nminimizing
initial costs. There is some evidence from the Utah Emergency
Wwork Program that such an appreach can be effective. Howaver,
restricting the proposal to this group would ignore those most
at risk of long~term dependency and provide little insight to
the poteantial impact of extending it to the rest of the AFDC
population (although it c¢ould serve to ldentify important
implementation issues).

o New Applicants. Mickey Kaus {1992, p.281) has argued that
the proposal could be limited to new applicants: n,ooL
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currant welfare recipients gcould be ‘'grandfathered,® AL
necessary, to avoid the Take Away problem of ending benefits
for those accustomed to receiving them. They counld still be
required to work in return for their checks--«‘'workfare.' But
new single mothers would not e regquired to work for their
checks. They would not get checks.” This also helps aveid
the start-~up problem of having to provide JOBS serxvices and
then actual jobs after a certain period te all gurrent
recipients; restricting the proposal to applicants would limit
the annual number of JOBS participants and new guaranteed iobs
to a manageable rnumber. However, by ignoring current
recipients, potential long-~term savings are reduced and such
a phase-in goould deter current recipients from Jleaving
welfare, if they thought they may have to return to a systenm
with stricter requirements.

Sawnill {1992, p.5} has proposed a similar, but even more
narrowly targeted subgroup: new, firgt-time recipients. While
this would address the disincentive for leaving welfare for
current racipients, since thay could receive zaid if they
applied again, it creates more data c¢ollection problens, since
States would be regquired to exempt those who had earlier
received AFDC. 'This could be a problem if past receipt was
nany years earlier or in another State. In addition, it would
further narrow the population subiect to the new rules.

Other potential subgroups that could be targeted include:
non-exempt AFDC recipients, employable AFDC recipients (e.q.,
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 vears of the proposal
to allow States %o build up theiy JOBS programs to serve all
those vho need assistance in beconing emplovable. 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.

Sanction. The penalty or sanction for not working after the
time limit has expired can he gradually increased to allow
people to adjust to stronger penalties. For example,
initially the sanction could be the current JOBS sanction,
but later it can be increased to include larger reductions in
AFDC and/or include reductions in other welfare programs as
well. This would reinforce the importance of achieving self-
sufficiency. Alternatively, a single sanction c¢an 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 JOBS sanction for those on
aigd 2 to 4 years: 50 percent of the gqrant for those on 4 to
86 years; and the entire grant for those on over 6 years.

o Work Program. Participation rates, like those that now exist
for JOBS, could be built into the community services Hobs
PrOgTam. Since initially it nray be difficult for the
governmzent to guarantee jobs for all those who need them, the
proposal could include rising partigipation rates, where a
certain percentage of those who have exceeded their tinme limit
on welfare would be required to work (while the others would
pontinue to receive assistance). This would allow time to
build capacity t¢ serve all those who need jobs, and at the
sanme time provide incentives to become self-sufficient, rather
than rely on the possibility of havimg to take a govermment
job,

While there may be vallid 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 "the
exenptions absolve States of the responsibility for developing
sufficient resources to move a large number of recipients off the
rolls and into work.®

Option 3: State Options

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

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

Opponents of this approach could argue that without a national
program, with a specific set of rules, significant differences
betwaen States in the developnent of their proposals could create
artificial incentives ({or disincentives) t¢ migrate to other
States. Moreover, there may be little reform, if States are
concerned about initial gosts being too high.



Proposal: Test different versions of the time linit/work
requirement, to determine the effects on self-sufficiency, welfare
dependency, children's cuteomes, eto., 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 reguirement in a guaranteed job. A demonstration
approach would allow testing the impact of varyving individual
provisions of the proposal, such as: the length of the time limit:
exemptions £rom the work regquirement; the wage level for government
jobg: the hours per week to be worked: private sector hiring
incentives; and other important provisions. The results of these
experiments could be used to determine whether the proposal should
be implemented nationally and, if so, how it should be structured.

This approach has been endorsed by Senator Boren and Mickey Kaus,
in gseparate proposals for the testing of a government jobs program,
and by several Republican members of the House Ways and Means
Committer, for purposes of testing a time limit on welfare and
government jobs as a replacement for welfare benefits (testing them
togethey, as well ag separately}.

Discusgion: I+ has been argued -that dramatic changes in the
walfare system should bhe tested on a smaller scale before being
implemented nationwide. s Ellwond (1992, p.25) notes: " le
simply <o not have all the answers about how to transform the
welfare system. Serious time-limited welfare fellowed by last
resort jobs has never been trisd. Even workfare has never really
besn 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 greater chance of moving the
system in an appropriate direction.® He also notes that allowing
States to voluntarily design new programs and compebe for Federal
dollars, rather than imposing a mandatory national program, would
lead to better implementation and more creative thinking. In
addition, State plans are likely to be bolder than a national plan
would be, as evidenced by some State welfare reform propesals,
whereas the "politics of the Congress and the uncertainty about the
impact and appropristeness of various changes will force a naticnal
program to be pale and cautious.? {In fact, Vermont's current
welfare reform demonstration, if approved, would implement a timew
linited welfare reform proposal, with a guaranteed community
service job afterwards.) Finally, given the potential for large
initial costs, with uncertain future savings, beginning with a
smaller number of States would permit bolder plans to be tried and
identify which are most cost-effective.

Opponents of experimentation could argue that it does not radically
change the nature of the welfare system for most welfare reclipients
and mpay result in nothing more than a limited number of
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demonstration projects. Proponents of immediate fulle-scale
implementation could argue that there is already considerable
research on many aspects of the likely effects of a time-limited
welfare reform plan, with a guaranteed jobs component for those who
exceed the time limit. For example, research clearly shows that
the provision of benefits reduces work effort (though there is
still debate over the magnitude of this reduction); therefore,
ending benefits after a fixed period of time is sure to increase
work effort. Similarly, research on welfare~to-work programs show
that such prograns 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 selfe-sufficiency. Moreaver, evaluations of work
experience and public service employment programs alse show some
evidence of success. Opponents of the demonstration approach could
argue that the problems facing the poor are sc serious that steps
must be taken immediately and reform cannot be delayed for vears,
while experimental programs are evaluated. Finally, full-scale
enactment would net preclude experimental projects, which could
test variations of the proposal and provide the foundation for
furthey refinements in the proposal.

In response to these arguments, proponents of the demonstration
approach could argue that existing research is inadequate to fully
assess the proposal.  For example, rasearch-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 tine«linit benefits would elininate all unconditioned assistance
after a certain period of time, something that has never been
tested. Existing research cannot be used,  with confidence, to
estimate the effects of elininating welfare altogether. Similarly,
the research on welfare~to-work programs generally shows modest
effects, meaning that many families may be required to participate
in a community service job. There is 1litftle evidence on the
effectiveness of such programs for most welfare recipients, and
there is even some evidence that such programs can have negative
affects on s0pe groups, €.%., aduli men,

Advocates of experimentation could also argue that full-scale
implemantation could invelve enormous start-up costs, as JOBS
funding would have to be significantly expanded to provide for
assistance for the first two years on welfare. Even after the time
lirit iz reached, significant costs could be involved in providing
guaranteed government jobs. Given the uncertainty regarding the
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 the need to be cautious of unintended side-
effects, Indeed, findings from the SIME/DIME income maintenance
experiment, which suggested that a gquaranteed income might increase
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marital breakup among welfare recipients, was partially responsible
for the defeat of the Carter welfare reform plan,

Tasues: All evaluations of demonstration programs are subject to
biases, some of which may be particularly seriocus in testing a
proposal that sets a time 1limit on assistance and requires work
thereafter. ¥ost important may be the strong incentive for
recipients who lose their benefits to move to another jurisdiction
to continue collecting benefits., In addition, those participating
in a demonstration may not respond the same a way as they would %o
a permanent program and the results for one particular site may not
be generalizable to the broader welfare population. Finally, the
results wounld not reflect important interactions with other
antipoverty strategies, unless enacted immediately, such as
expansions in the Earned Income Tax Credit, universal health
insurance, and indexing of the minimum wage, unless they were
enacted nationally.

Propossal: David Ellwood ({1882, pp.23-24) recently 1aid out a
specific approach for implementing a time limited welfare systen
with a work program, which combines elements from all four cptions.
His plan would be phased in by initially permitting a nodest number
of States (up to a dozen) to implement bold welfare refornm
propoesals, gradually adding other States over time, until all
States are participating. Stataes would have flexibility in
implementing the various provisions, so that different versions of
the plan could be tested. Xey elements of his proposal include:

o States would be required to have pollicies to reduce the
fraction of welfare recipients who receive aild for 2 or 3
years by at least 25 percent {(or some other figure), giving
the States congiderable flexibility in the use of AFDC, ¥Food
Stamp, housing assistance and other welfare program funds.
The policies could include *alternative training programs,
child care, integrated gervices, child support enforcement
and assurance, altered work incentives, subsidized private
employment, etc.®

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

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
ftrue time limited welfare followed by public/private 4obs
program.®

o States would be required ¢to improve theilr 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 reguired for all
proposals {though there is no definition of "comprehensive®}.

o ¥ederal matches for these programe would be high--in the range
of 20 percent or more.

Discusaion: The Ellwood proposal combines many of the advantages
of all fouy options. First, it begins the process for a ragical
restructuring of the welfare system, making it a transitional
program. By phasing it in, however, the initial costs are kept to
a minimum and testing variations allows policymakers time to
evaluate key provisions amnd better infora other States on how bhest
to implement a time-limited welfare system. The project is likely
to be more successful, and reform propogals more far-yveaching, 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) cauticng: "Serious reform which involves millions
of the most vulnsrable Americans should, indeed must, proceed
slowly at first. The danger of nmissteps here are legion. There
are literally hundreds of key questions which must bes answered.
We will never transform welfare by leglslating national changes of
policies that have never begen fully tried at the state level. Thus
we will not be bold - if we try te move nationally too fast. More
importantly, we will hurt people and waste federal dollars.

Issues: The proposal does not define what a rigorous evaluation
method would be., It is alse not clear whether the plansg would be
implemented statewide or in certain political subdivisions large
enocugh to accommodate a rigorous evaluation.



FIHANCING ISSUES

The cost of the welfare reform plan depends coritically on the
details of program design. Even when thessg are specified, however,
cost estimates would be very tenuous becausa of the uncertainty
regarding how individuals and govermments will respond to the new
Program, and alsc 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
attenmpt to estimate the cost of any proposal.

DIRECT COSTS/SAVINGS
JOBS/AFDRC

The impact on JOBS and AFDC costs depends coritically on how the
JOBS program jis 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 vyears of the program. Currently, approximately 500,000
individuals participate in JOBS in an average month. If mandatory,
this could swell to 3 million in an average month. ‘Thus, total
gpending on JOBS participants would rise by a factor of gix and
JOBS spending itself by a factor of move 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 vears, JOBS costs
would fall sharply, as post of those who received AFDC at the start
of the program are either off assistance or in the community
sexrvices 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 nuxber of applicants currently, since many current
applicants have previously keen on welfare and may not qualify for
assistance under the new program because they would have exhausted
their time«~limited benefits.,

The impact of making JOBS mandatory on APDC cosis is uncleay. Some
activities may reduce AFDC costs by helping individuals get off
asgistance (or reduce their reliance on the program}, while cotherg
may increase them in the short-term, as individuals prolong their
time on AFDC to Y"invest® in the development of their human capital.

Linmiting Exemptions. Currently, over half of AFDC recipients are
exempt, primarily because they have & child under three ysars of
age. If this exemption iw lowered and/or other exemptions are
loosened, this would expand the number of individuals that would
have to be smerved under JOBS, beth in the short-term and in the
long~term. ‘This change would increase APDC savings at the two-
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year point, since a larger number of individuals would have
exhausted their time-limited AFDC benefits.

Expanding JOB8 Services. If more JOBS component activities and
support services are reguired to he offered statewide and/or new
activities are added to the program, this would increase costs,
especially if participants are given greater latitude in selecting
activities and choose high~cost interventions.

strict Time Limit for APDC. A program with a strict time limitg,
e.g., a 2«ygar 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 accegss JOBS services for a
longer period. Similarly, & strict time limit would increase AFDC
savings, since more individuals are likely to exhaust their time-
limited benefits.

Inmediate Implementation. TImmediate, fullwscale implementation
would result in higher JOBS costs during the first 2 years than a
phased implementation, but would also increase AFDD savings at the
2-~year point. Conversely, a phased laplementatien would result in
lower initial JOBE costs, bhut would also reduce AFDC savings at the
2-year peint. In addition, JOBS costs would be higher after ¢he
Z2-year point.

community Bervices Jobs. There will also ke direct costs
associated with the community services jobs program, which could
be incoerporated within the JOBS program. These costs wonld be
higher if a public service employment approach were adopted, rather
than a workfare appreach, since the wages paid to all those who
have exhausted their fime limit is Llikely €o exceed welfare
benefits in mwost States. Even in States where this is not the
case, costs would rise if recipients ave allowed €o retain their
benefits while working full~time. Of course, these costs would be
offset to some extent by savings not just in AFDC, but also osther
federal programs, such as Food Stamps and housing assistance.

INDIRECT COSTS/SAVINGS

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

Epod Stamps

If the reform proposal inmplemented resembled the "workfare® meodel,
Food Stamp costs would rise for families that do not comply with
the work reguirements, as their APDC benefits are reduced, but they
would fall for families that increase their earnings in response
to the reform propesal. If community services jobs are provideg
that pay wages, ¥Food Stamp costs would decline for families that
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receive more income from earnings than they did from AFDC, though
vhey would rise for families that refused to comply and regeivsd
no AFDC,

EITC

A community services dobs program  that paid wages coould
significantly increase EITC costs, since the number of families
eligible for the credit would increase dramatically. Howeveyr, if
a workfare prograwm is implemented, EITC costs would only increass
te the extent that more familles left welfare for work.

Ta £

The welfare reform proposal may also affect Federal, State and
local tax revenues, especially if the community zervices jobs
segnent pays participants wages. ’

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 programs xffected 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 yeform proposal, JOBS casts may
increase significantly. States wnmay argue that the Federal
governpment should pay for all of the incremental cost of such an
gxpansion, because they have limited resources, due in part to
expansions in nandated by Congress in Medicaid and the Fanmily
Support Act reguirements. In fact, States ave currently only
spending about two~thirds of existing JOBS funds and are unlikely
to spend more, unless reguired 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)
¢autions, ®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." This could be especially dangerous in the arsa
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 Jjobs, since they can maxinize the influx of
Federal dollars and perhaps the substitution of jubs funded from
Federal sources, ags opposed to State and local sources (i.e.,
fiscal substitution). .-

In agdition, if a time limit is placed on benefits, S$tates may have
significant savings in AFDC costsz that could be applied to the JOBS
program, but these savings would not be available for 2 years and
their magnitude woulgd depend on the AFDC reduction, i.e., whether



it is a sanction or whether all AFDC benefits are reduced.

The ultimate decision regarding Federal matehing rates should
probably depend on how much the current system is changed. 7TIf the
time limit on AFDC is a sanction, as currently defined, and if JOBS
is not changed extensively, the current financing arrangements need
not be changed significantly. However, if JOBS is substantially
expanded, a community services ‘Yobs program paying participants
wages is created, and 1f a significant share or all AFDC benefits
are eliminated after 2 years, the overall Federal matching rates
may have to be reconsidered, recognizing State fiscal limitations,
while also ensuring incentives for efficient administration.



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

A number of antipoverty strategies 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 arisse if integrated with
time~limited AFPDC.

CHILD SUPPORT ASSURANCE

Description. Garfinkel et al., {1982, p.8) describe a child support
asgurance system as having three components: *ehild support
guidelines, which establish the child support award as a percentage
of the nonresident parent's inconme; routine income withholding,
which deducts child support owed from wages and other sources of
inconme, 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." 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,

piscussion, Advocates of an assured benefit argue that it would
~ enakle single parents who work full-time even at the minimum wage,
te escape poverty. In addition, since most proposals offset the
assured benefit against welfare, it offers no net gain to the non-
working AFDC recipient, but does offer an ingreased 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
miles 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
argus that the assured bkenefit would significantly increase
government expenditures, with much of the spending going to nonpoor
families, and that it may increase the incidence of single
parenthood.

Iasues., 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 AFDC families not eligible for



the assured benefit, e.g., those eligible for AFYDC 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 wmakes a family ineligible for AFDC, it alse becomes
ineligible for JOBS;: thus, aven though its dependence on government
assistance has increased, the family has access to fewer services
designed to promote selif-sufficiency. These issues nust be
addreased 1if 2 time-limited AFDC progranm iz to be implemented.

HIGHER HMINIMUM 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 would be § below the poverty
threshald of § . Indexing the minimum wage would ensure that
the family would not fall further behind. If combined with the
existing BITC, the fanily would have an income of § .

However, there is nearly universal consensus that increasing the
minimum wage, even if the increase is an adjustment for inflation,
would reduce employment opportunities. This effect .would Dbe
greatest for teenagers. Moreover, critiecs of indexing the minimum
wage argue that it is not an efficient antipoverty mechanism,
bacause mast workers who earn the minimum wage do not head
families, do not work full-time, or live in housceholds whose total
income is weil above poverty. As a result, the vast majority (over
80 percent, according to CBO) aye net in poor families. Hence,
nost of the benefits froxp indexing the ninimum wage would not go
ta the poor.

Iasues: Indexing the minimum wage would increase the cost of the
community services jobs orogram, if it is based on the public
service employment model, where participants are paid wagss,
aspecially 1f such wages are linked to the minimum wage. If the
proposal 1s based on the workfare approcach, it would reduce the
number of hours AFDC recipients must work in workfare positions,
if AFDC benefits fail to keep pace with inflation.

CHILDREN®S TAX CREDIT

Proposal. A proposal ennunciated in Putting Peonie First is to:
tGgrant additional tax relief to families with children.® One way

to do this would be to provide a childrents tax credit.

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



SAVINGS INCENTIVES ¥FOR AFDC RECIPIERTS

Proposal. A Clinton/Gore fact sheet identified raising tha‘aﬁset
iimit from $1,000 to §10,000 for recipients to save for specific
purposes, such as job training or college.

Current Law: The AFDC asset limit is $1,000 in equity wvalue; in
addition, it is $1,500 in equity for autoacbiles.

The Bush Administration FY 1993 budget includes a proposal to allow
States the option of disregarding resources up to $10,000 for
recipients, but only if ¢the BState determines that any such
disregarded resources are being retained for later expenditure for
a purpose directly related to improving the education, training,
or employability {(including self-employnment} of a family member or
for the purchase of a hone for the family.

piscussion. Allowing AFDC recipients te accumulate more in
resgurces is aimed at reducing recidivism, i.e., when a ninor
sethack puts families back on the AFDC volls. If AFDC rascipients
were allowed to accumulate more resources before leaving the yolls,
they may be able to remain off the rolls in the fuiure by using
these rescurces. Extending the higher limit to applicants is often
justified on eguity grounds,

There is no empirical evidence on whether increasing the rescurce
limit for AFDC recipients {or applicants) would promote self-
sufficiency. An argument could be nmade that allowing welfare
recipients to accumulate mors resources would reduce the recidivism
rate and promote productive behavieor {i.e., savingsg). Sherraden
{1991} believes that the current welfare system is flawed Dbecause
it encourages only consumption. He argues that allowing welfare
recipients to accumilate 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.

Howaver, a higher resource limit would aliso increase welfars
dependency by lengthefing welfare spells, since families would ne
longer be disqualified once their resources excesded the $1,000.
It is not clear how large this latter effect would be, since any
family that, under current rules, would be disqualified for excess
resources, could simply spend them on current consumption to aveoid
being disqualified from the program. Raising the resource limit
would alsc weaXen the safety net arqument for weifare.

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 AFDC be
inaligible for AFDC?

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



may not have a significant effect, since most recipients would only
be alliowed to receive aid for 2 vears, aithough the potential for
asget accumulation would be increased if the community service jobs
program were based on the workfare nmodel, where recipients would
continue to get aid, If the community service jobs program retains
the income and asset eligibility rules, however, this proposal
could extend eligikility f{for the community services 4jobs and
because such jobs pay more than AFDC, may enhance the ability of
individualg te save.

AFDC MARRTAGE PENALTY

Currant Laws: Eligibility for two~parent familles in AFDC is
contingent upon the principal earner having a work history and now
working over 100 hours a month.

Discugsion: Some belisve that the AFDC program discourages
remarriage, because the family would, in many instances, lose its
AFDC benefits, Some proposals would allow single-parent families
on AFDC o yetain all or part of their benefits for a pericd of
time if they marry. This is intended to serve as incentive for
narriage., There is no solid empirical evidence on this topic, but
the research available does not suggest that reeipt of AFDC
benefits is a deterrent to marriage.

Issues: What happens if a mother remarries 3ust before her time-
limited azssistance runs out? Can the intact family retain benefits
for a longey period of time?

EDUCATION/IMMUNIZATION REQUIREMENTS FOR AFDC CHILDREN

current Law: The AFDC program does not have minimum attendance
requirements for schooli-age c¢hildren, nor does it require
immunizations for pre-school children.

Froposal: Some proposals would sanction the AFDC carvetaker if the
family's children failed to meet certain school attendance and/or
immunization requirements,

Digeussions The intent of thess pruposals is to improve long~term
self-sufficiency and health status by increasing the school-
attendance of AFDC children by requiring them to meet minimun
attendance standards and getting necessary immunizations or risk
losing some AFDC benefits., ‘These proposals are now being tested
by several States, but it is unclear what their impacts are.

Issues: If AFDC is time~limited, these regquirements may lose their
meaning, unless also applied t0 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 10 persent of the first $4,000 of earned income
{i.e., a maximum credit of $400).  The credit was phasad out for
adjusted gross income (AGI) or, if greater, earmned incomne, above
$4,000, and was entirely phased out for tawxpayers with AGI of
$8,000.

The EITC haz been modified. several time since its inception. Mozt
recently, the Omnibus Budge:t Reconciliation BAct of 1850
substantially increased the maximum amount ©f the basic ¢redit and
added an adjustment to reflect family size. It also created two
additional credits as part of the EITC, the supplemental young
child credit and the supplemental health insurance credit.

For 19%2, the basic EITC vate is 17.6 percent for taxpyaers with
one gualifying child and 18.4 percent for taxpayers with more than
cne qualifying child., The maximum basic EITC is $1,324 (17.6
percent of $7,520) for taxpayers with one gualifying child ang
51,384 (18.4 percent of $7,520) for taxpayers with more than one
gualifying child. It is phased out for taxpayers with AGI {(r, if
greater, earned income) above 511,840 at a rate of 12.57 percent
for each dollar of AGY over the threshoeld (13.14 percent for
families with 2 or more qualifying children). The basic EITC is
completely phased aout for AGYI above $22,370. The income thresholds
are adjusted for inflation., Table 1 shows how these parameters
nave varied since the program‘s inception through 1594.

Unlike most tax credits, the EITC is refundable, i.e., if the
amount ©f the credit exceeds the taxpayer's Federal income tax
liability, the excess iz pabale to the taxpayer. Also, under an
advance payment system, eligible taxpayers may elect to receive
the benefit of the ¢redit in their periodic paychecks, rather than
waiting to ¢laim a refund on their return filed by April 15 of the
fellowing year. However, less than 0.5 percent of taxpayers who
claimed the EITC in 1389 chose te receive advance payment of the
credit.

The supplemental child credit is availabe for children 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 basiec EITC. In
1992, the supplenental credit eguals 5 percent of the firsgt $7,3520
ef earned income; the phaseout percentage is 3.57 percent. The
maximum credit is $376.

The supplemental health insurance credit component of the BITC is
available for certain health insurance presium expenses, This
supplenental health ingsurance credit alse has the same income
limits and phaseout range as the basic EITC; it is 6 parcent of
the first $7,520 of earned income and is phased out atl a rate of
4,285 percent. The maximum suppleéemental health insurance credit
is $451. It is available to offset premiums paid for hsalth
insurance c¢overage that includes one oy more gualifying children;
it may not exceed the household's actual health insurance premiun



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

Propussl:s In Puttj eg irst, President-elect Clinton wrote
that the Earned Inmcome Tax Credit should be expanded "to guarantee
a *working wage" s¢ that no American with a family who works rfulle
time is forced to live in poverty.¥

Discussion: Proponents of expanding the EITC typically claim that
it would increase work incentives and strengthen families. There
is little research on this subject, and econonmic theory provides
no clear insight into the direction of the effect on the low~
income population. The three ranges of the EITC -~ 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 te work
nmore 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
income is higher by $1,3_ {(the maximum credit}, which reduces
the nwed to work. Hence, 1in the stationary range the EITC
provides an incentive to reduce work sffort.

In the phase-ocut range {income between $11,  and $2z, ),
the worker has a lower net wage 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 & wage increase and their work incentives are
unanbiguously positive.

Since the EITC affects different groups differently, it is not
clear what its impact is on labor supply. One empirical study
(Hoffman, 188_) of the EITC estimates that it reduced the "labor
suppiy 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 eguivalent of 138,000 full-tinme
4dobs. Purther, since the average wage of those receiving the EITC
was %$4.3)1 an hour, the reduced work effort due to the credit
resulted in a. reduction of $1.2 billien in earnings. $Since the
EITC ¢ost $5.5 billion in that vear, its net effect in raising
incomes was $4.3 billion. {This estimates does not include the



impact o©of the $5.5% bkillion cost of the EITC on the private
SCONOMY . ) ,

It is worth noting that although the E£ITC 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 unambiguous improvement.

By increasing family incomes, an expanded EITC may reduce financial
pressures that lead to family siress. However, soms families may
have incentives to split, since doing so would allow them to each
claim the EITC {(assuming both parents work and each has at least
one child) and perhaps receive a larger total subsidy amount.
While it is unlikely that there would be significant family effects
of this sort, the example ghows 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 wage 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 ‘Jjobs escape poverty. However, the degree to which EITC
benaefits are targeted to the poor depends on how it is structured;
nany proposals allow families with incomes well above poverty to
receive falrly substantial benefits. The problem with restricting
the bulk of the benefits to those helow poverty is that the phasge
out rate then has to be wvery high.

Pexrhaps the most convincing argument for an EITC expansion is that
it raises the vwell-being of participating families without causing
major reductions in their own self-support. Taxpayers generally
support the subsidy because it rewards those who take steps to
support themselves. However, as Gary Burtless has noted, expanding
subsidies like the EITC "will not save taxpayer dollars either in
the short run or the long run.® Thus, some argue that scarce
Federal rasources would be better spent by addressing the problems
of the most disadvantaged and/or invested in initiatives that alsc
lead to reductions in governnent spending {i.e., are costwaffective
from a government-hudget standpeint).

Some have expressed concern that the current EITC does not provide
greater assistance to larger families with greater needs. They
argue that increasing the credit rate according to the number of
dependents would help protect larger families., Others note that
gince the EITC is restricted to these with earnings and at least
one dependent c¢hild, only about 21 percent of all poor households
were ¢ligible in 1986, Twenty-three percent had earnings but not
children, 18 percent had children but no earnings, and 37 percent
had neither earnings or children. To increase its effectiveness
as an anti-poverty device, some reconmend extending the EITC to
childless families and individuals as well.



DEVEIOP CHARTS/TABLES SHOWING HOW THE EITC WOULD HAVE 70
BE CHANGED TO LIFT FAMILIES WORKING FULL-TIME AT THE
MINIMUM WAGE OUT GF POVERTY: SHOW NECESSARY PHASE~IN AND
PHASE~QUT RATES; ESTIMATE COST

Issues: Should the EITC be increased to raise gross income or net
income {i.e, less other taxes) to the poverty level? How can
advance payments on a monthly basis be encouraged? Should welfare
program income be counted as income for EITC purposes to improve
targeting angd 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's annual earnings. One concern expressed about earnings
subgidies, guch as the EBITC, ig that they do not provide an
incentive to work harder for low wage workers who earn more than
37,520 {the level at which the maximum EITC subsidy is payabkle}.
Most proposals geared at expanding the EITC would provide
incentives primarily to those with relatively low earnings. People
whose earnings aye above §7,52¢ {or whatever other level is
selected) are made better off, but their reward for working longer
hours is unchanged.



